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1150
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03 6888 1000

Kokusai Cayman Trust - Gaikadate World Investment Grade Bond
Open Currency Selection
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Kokusai Cayman Trust - Gaikadate World Investment Grade Bond Open Currency Selection
22

Kokusai Cayman Trust

Kokusai Trust
World Investment Grade Bond Fund
WIGBF USD - hedged Class (F)
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29
34,368,404.90 99.08
317,825.32 0.92
34,686,230.22
( 3,860 ) 100.00
29

World Investment Grade
Bond Fund (A Series Trust
of Kokusai Trust) - USD-
hedged (F) Class

3,781,734,693.7100 | 0.009166 | 34,663,165.33 | 0.009088 | 34,368,404.90 99.08

29
UNITED STATES TREASURY NOTE 2.250 2027 02 15 2.36
UK TSY 4 3/4% 2030 /GBP/ REGD REG S 4.750 2030 12 07 1.83
AUSTRALIAN GOVERNMENT /AUD/ REGD REG S 4.250 2026 04 21 1.59
SER 142
UBS AG STAMFORD CT REGD MTN SER BKNT 1.800 2018 03 26 1.19
FRANCE (GOVT OF) /EUR/ REGD REG S 0.250 2026 11 25 1.09
UNITED STATES TREASURY BOND 3.375 2044 05 15 1.09
UNITED STATES TREASURY INFLATION INDEXED 0.125 2019 04 15 1.07
BONDS
UNITED MEXICAN STATES /EUR/ REGD MTN SER 1.625 2024 03 06 1.06
GMTN
TELEFONICA EMISIONES SAU /EUR/ REGD REG S
EMTN SER GMTN 3.987 2023 01 23 1.00
CANADIAN GOVERNMENT /CAD/ REGD 2.500 2024 06 01 0.90

29

29
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22 11 19
24 10 19
29

23 12 9,851,000.05 1,096,317,796 100.00 11,129
o4 12 15,027,425.45 1,672,402,178 103.97 11,571
25 12 7,374,582.39 820,717,274 96.73 10,765
26 12 7,304,634.82 812,932,809 98.29 10,939
27 12 18,346,337.70 2,041,763,923 92.84 10,332
28 12 18,143,786.28 2,019,221,975 92.01 10,240
28 16,977,938.15 1,889,474,737 94.51 10,518
17,034,246.05 1,895,741,243 95.94 10,677

17,177,697.82 1,911,705,990 97.03 10,798

17,555,327.93 1,953,732,445 96.84 10,777

19,859,977.95 2,210,216,946 96.12 10,697

10 20,778,528.11 2,312,442,393 94.45 10,511

11 19,588,795.28 2,180,037,027 91.88 10,225

12 18,143,786.28 2,019,221,975 92.01 10,240

29 17,368,657.12 1,932,957,851 91.47 10,180
17,175,216.20 1,911,429,811 92.09 10,249

17,392,835.10 1,935,648,618 91.45 10,177

16,744,724 .24 1,863,520,361 91.74 10,210
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23 12 5,065,419.95 421,645,557 102.61 8,541
o4 12 6,201,805.87 516,238,321 106.84 8,893
25 12 2,809,454.68 233,859,008 98.43 8,193
26 12 2,261,276.93 188,228,692 98.84 8,227
27 12 28,900,219.64 2,405,654,283 91.51 7,617
28 12 26,768,070.94 2,228,174,225 89.04 7,412
28 29,177,324.41 2,428,720,484 92.25 7,679
28,009,312.58 2,331,495,179 93.41 7,775

28,210,857.91 2,348,271,812 94.22 7,843

28,894,719.39 2,405,196,442 94.03 7,827

30,194,244 .30 2,513,368,896 93.32 7,768

10 29,851,660.31 2,484,852,204 91.63 7,627

11 28,273,569.52 2,353,491,927 89.04 7,412

12 26,768,070.94 2,228,174,225 89.04 7,412

29 25,813,873.56 2,148,746,835 88.47 7,364
24,566,719.67 2,044,933,745 89.01 7,409

23,304,433.27 1,939,861,025 88.32 7,352

23,663,955.25 1,969,787,635 88.50 7,367
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o4 12 600,690.76 72,593,478 1.0029 121
25 12 471,727.97 57,008,325 0.9599 116
26 12 291,052.54 35,173,699 1.0059 122
27 12 321,223.77 38,819,893 0.9768 118
28 12 203,142.17 24,549,731 0.9868 119
28 330,187.16 39,903,118 1.0040 121
315,359.65 38,111,214 1.0210 123

212,970.11 25,737,438 1.0345 125

212,858.15 25,723,907 1.0340 125

211,600.42 25,571,911 1.0279 124

10 208,169.31 25,157,261 1.0112 122

11 202,678.38 24,493,682 0.9845 119

12 203,142.17 24,549,731 0.9868 119

29 202,132.66 24,427,732 0.9819 119
203,876.71 24,638,500 0.9904 120

202,783.52 24,506,388 0.9851 119

203,727.41 24,620,457 0.9896 120
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29

22 11 19 3.30 367
23 12

24 3.60 401
24 12

25 3.60 401
25 12

26 3.60 401
26 12

27 3.60 401
27 12

28 3.60 401
28 12

28 0.30 33

0.30 33

0.30 33

0.30 33

0.30 33

10 0.30 33

11 0.30 33

12 0.30 33

29 0.30 33

0.30 33

0.30 33

0.30 33

3.60 401

22.50 2,504

28 29 4
22 11 19 29

24 10 19 29
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23 12

24 7.20 599
24 12

25 7.20 599
25 12

26 7.20 599
26 12

27 7.20 599
27 12

28 6.20 516
28 12

28 0.60 50

0.60 50

0.60 50

0.40 33

0.40 33

10 0.40 33

11 0.40 33

12 0.40 33

29 0.40 33

0.40 33

0.40 33

0.40 33

5.40 449

43.20 3,596
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24 10 19 0.0000 0.00
24 12

25 0.0060 0.73
25 12

26 0.0060 0.73
26 12

27 0.0060 0.73
27 12

28 0.0060 0.73
28 12

28 0.0005 0.06

0.0005 0.06

0.0005 0.06

0.0005 0.06

0.0005 0.06

10 0.0005 0.06

11 0.0005 0.06

12 0.0005 0.06

29 0.0005 0.06

0.0005 0.06

0.0005 0.06

0.0005 0.06

0.0060 0.73

0.0260 3.14
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114,529 16,015 98,514
(114,529) (16,015) (98,514)
154,205 108,176 144,543
(154,205) (108,176) (144,543)
19,954 88,256 76,241
(19,954) (88,256) (76,241)
26,462 28,387 74,316
(26,462) (28,387) (74,316)
171,149 47,853 197,612
(171,149) (47,853) (197,612)
78,138 78,567 197,183
(78,138) (78,567) (197,183)
63,826 14,460 49,366
(63,826) (14,460) (49, 366)
66,709 58,028 58,047
(66,709) (58,028) (58,047)
11,755 41,260 28,542
(11,755) (41,260) (28,542)
25,480 31,145 22,877
(25,480) (31,145) (22,877)
307,951 15,025 315,803
(307,951) (15,025) (315,803)
138,596 153,763 300,636
(138,596) (153,763) (300, 636)
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598,950 0 598,950
(598,950) 0) (598,950)
197,910 305,410 491,450
(197,910) (305, 410) (491, 450)
27,900 230,000 289,350
(27,900) (230,000) (289, 350)
122,660 83,150 328,860
(122,660) (83,150) (328, 860)
0 123,000 205,860
©) (123,000) (205, 860)
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2016 12 31

2016 12 31
37,616,997 37,131,819 4,132,400
798,406 88,855
3,421 381
82,583 9,191
439,541 48,917
38,455,770 4,279,743
75 8
31,242 3,477
80,244 8,930
69,456 7,730
420,866 46,838
77,451 8,620
53,335 5,936
46,096 5,130
8,588 956
7,290 811
5,503 612
5,122 570
4,098 456
1,389 155
810,755 90,229
37,645,015 4,189,514
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19,301,911 2,148,110
213,669 23,779
18,129,435 2,017,625
37,645,015 4,189,514
300,636
205,860
197,183
64.20 7,145
1.0379 116
91.94 10,232
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2016 12 31

638,636 71,074
638,636 71,074
180,166 20,051
152,164 16,934
100,712 11,208

68,352 7,607
53,731 5,980
28,531 3,175
20,018 2,228
16,014 1,782
9,723 1,082
2,015 224
631,426 70,271
7,210 802

(471,861) (52,513)
890,895 99,148
457,659 50,933
876,693 97,567
509,633 56,717

(466,924) (51,964)

42,709 4,753
919,402 102,320
926,612 103,123
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2016 12 31

7,210 802
876,693 97,567
42,709 4,753
926,612 103,123
(2,135,239) (237,631)
(962,850) (107,156)
(2,171,477) (241,664)
39,816,492 4,431,177
37,645,015 4,189,514
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2016 12 31
138,596
(153,763) (123,000)
(15,167) (123,000)
9,456,843 1,052,452
(10,384,494) (1,155,690) (139,047) (15,475)
(927,651) (103,238) (139,047) (15,475)
78,138
(78,567)
(429)
7,481,771 832,646
(7,377,923) (821,089)
103,848 11,557

73/331



I+

@

I+

(€3]

I+

* 0.01
** 0.01
1
2

EDINETOOOO
O00D0Oo00oDOo00ooO00o0bO000bD00ooOodnE3992)
Ooooooooooooooooooad

2016 12 31
)
66.79 7,433 1.0755 120
0.03 3 (0.0009) )
1.97 219 (0.0301) ®)
2.00 223 (0.0310) ®)
(4.59) (511) (0.0066) @
64.20 7,145 1.0379 116
2.81 (2.92)
19,301,911 2,148,109,675 213,669 23,779,223

1.58 1.58

0.04 (0.08)
92.97 10,347

(0.00)* 0

2.57 286

2.57 286

(3.60) (401)
91.94 10,232

2.74

18,129,435 2,017,624,821
1.58
(0.00) **
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2016 12 31

2010 10 26

UFJ S.A.
2010

2016 12 31

89.04 0.9868

946
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2016 12 31

Q
Q



EDINETOOOO
O00D0Oo00oDOo00ooO00o0bO000bD00ooOodnE3992)
Ooooooooooooooooooad
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2016 12 31
2016 12 31
37,131,819 37,131,819
Q)
37,131,819 37,131,819
3,421 3,421
(31,242) (31,242)
2016 12 31
2016 12 31
(B
(
®

15
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1,436,312
1,835

697,092

2,135,239

G

(F
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815 10 50
2016 12 31
815

3,421

(31,242)
2016 12 31
815

453,387

(468,206)

2016 12 31
371,377
21,281,830

299,569
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1940
Q)
Q) (F)
0.8305  0.8194 1.1506
946
2016
2016 12 31
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2016 12 31

2016 12 31

5,670,207 5,670,207
1,245,511 1,245,511
3,370,707 3,370,707
1,081,722 1,081,722
10,512,246 10,512,246
2,097,773 2,097,773

224,851 224,851
1,434,245 1,434,245

421,774 421,774
3,782,538 3,782,538

575,295 575,295
1,943,920 1,943,920
10,501,814 10,501,814
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3,838,134 3,838,134

3,626,848 3,626,848

2,430,905 2,430,905

3,267,228 3,267,228

22,674,805 22,674,805

91,335,124 91,335,124

16,315,550 16,315,550
16,315,550 170,035,647 186,351,197
1,679,794 1,679,794

48,379 48,379
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(329, 856) (329, 856)
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2016 12 31
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(F

253,889
1,201,837
50,287
370,779
9,615,121
159,774

1,529,857

13,181,544

(F

G
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2016 12 31
815
1,679,794 1,679,794
48,379 48,379
1,679,794 48,379 1,728,173
(329, 856) (329, 856)
(70,275) (70,275)
(329, 856) (70,275) (400,131)
2016 12 31
815
25,086,556 25,086,556
(943,484) (943,484)
25,086,556 (943,484) 24,143,072
(2,982,189) (2,982,189)
(233,963) (233,963)
(2,982,189) (233,963)  (3,216,152)
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2016 12 31

107,063,216
6,458,421
8,654,742

722,309
4,609,397

190,379,730

2016 12 31 26,867,147

2016 12 31
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100
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0.01 Q)
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2016 12 31
2010
2010 2016 12 31
(A
45,000
0.05 10 0.04
10 0.03 2016 12 31
2016 12 31

(B

5,000 2016 12 31

2016 12 31
(C

0.01 10,000
2016 12 31
2016 12 31
®
0.38
2016 12 31
2016 12 31
(E
0.05
2016 12 31
2016 12 31
(F
0.45

2016 12 31
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31
0.04
2016 12 31 2016
2016 12 31
2016 12 31
3,328
2016 01 825 10
2016 01 2017 12 15
2017 11
2017 2017 11 2,057,730

5,666,708 570,972
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2016 12 31
98.6
; 37,131,819
® 4,108,431,757 98.6 $
37,616,997 98.6 $ 37,131,819
1.4 513,196
100.0 $ 37,645,015
2016 12 31
AUD 54,926 01/04/2017 USD 39,360 277 277
usp 81,894 01/04/2017 AUD 114,281 (577) (577)
277 (577) (300)
2016 12 31
AUD 26,810,748 02/02/2017 USD 19,363,825 (30,665)  (30,665)
(30,665)  (30,665)
2016 12 31
EUR 202,206 02/02/2017 USD 210,035 3,144 3,144
3,144 3,144
AUD
CAD
EUR
GBP
usb
2016 12 31 20.68
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JPMorgan Chase & Co.

2016 12 31

15,320,921 $ 15,320,921 $ 3,168,837
$ 3,421 $ (31,242) $ $ $_ (27,821)
$ 3,421 $ (31,242) $ $ $  (27,821)
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Statement of Assets and Liabilities

December 31, 2016
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(Expressed in United States Dol lar)

Assets
Investment in Underlying Sub-Trust (cost $37,616,997)
Cash
Unrealized appreciation on forward foreign currency contracts
Receivables for:
Sub-Trust units sold
Investments sold
Total assets

Liabilities
Due to custodian
Unrealized depreciation on forward foreign currency contracts
Payables for:
Investment purchased
Sub-Trust units redeemed
Settled forward foreign currency contracts
Investment advisor fees
Professional fees
Distributor fees
Printing fees
Administrator and transfer agent fees
Custodian fees
Agent company fees
Manager fees
Trustee fees
Total liabilities

Net assets

Net assets

AUD-denominated AUD-hedged class
EUR-denominated EUR-hedged class
USD-denominated USD-hedged class

104/331

37,131,819
798,406
3,421

82,583
439,541

38,455,770

75
31,242

80,244
69,456
420,866
77,451
53,335
46,096
8,588
7,290
5,503
5,122
4,098
1,389

810,755

37,645,015

19,301,911
213,669
18,129,435

37,645,015
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Units outstanding

AUD-denominated AUD-hedged class 300,636
EUR-denominated EUR-hedged class 205,860
USD-denominated USD-hedged class 197,183

Net asset value per unit

AUD-denominated AUD-hedged class $ 64.20
EUR-denominated EUR-hedged class $ 1.0379
USD-denominated USD-hedged class $ 91.94

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Statement of Operations

For the Year Ended December 31, 2016

(Expressed in United States Dol lar)

Investment Income

Income distributions from the Underlying Sub-Trust $ 638,636
Total investment income 638,636
Expenses
Distributor fees 180,166
Investment advisor fees 152,164
Printing fees 100,712
Professional fees 68,352
Administrator and transfer agent fees 53,731
Custodian fees 28,531
Agent company fees 20,018
Manager fees 16,014
Trustee fees 9,723
Registration fees 2,015
Total expenses 631,426
Net investment income 7,210

REALI1ZED AND UNREALIZED GAIN (LOSS):
Net realized gain (loss) on:

Sales of Underlying Sub-Trust (471,861)

Realized gain distributions from the Underlying Sub-Trust 890,895

Foreign currency transactions and forward foreign currency 457 659

contracts ’

Net realized gain 876,693
Net change in unrealized appreciation (depreciation) from:

Investment in the Underlying Sub-Trust 509,633

Foreign currency translations and forward foreign currency (466,924)

contracts ’

Net change in unrealized appreciation 42,709
Net realized and unrealized gain 919,402
Increase in net assets from operations $ 926,612

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Statement of Changes in Net Assets

For the Year Ended December 31, 2016

(Expressed in United States Dol lar)

Net increase (decrease) in net assets from operations

Net investment income $ 7,210
Net realized gain 876,693
Net change in unrealized appreciation 42,709
Increase in net assets from operations 926,612
Distributions to unitholders (2,135,239)
NeF decrease in net assets resulting from Sub-Trust (962,850)
unit transactions
Net decrease in net assets (2,171,477)
Net Assets
Beginning of year 39,816,492
End of year $ 37,645,015

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection

A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)
Statement of Changes in Net Assets

For the Year Ended December 31, 2016

(Expressed in United States Dol lar)

Sub-Trust unit transactions
Units

Issued

Redeemed
Net change in units

Amounts
Issued

Redeemed

Net increase/(decrease) resulting from Sub-
Trust unit transactions

The accompanying notes are an

AUD-denominated EUR-denominated USD-denominated
AUD-hedged class  EUR-hedged class USD-hedged class

138,596 - 78,138
(153,763) (123,000) (78,567)
(15,167) (123,000) (429)

$ 9,456,843 $ - % 7,481,771
(10,384,494) (139,047) (7,377,923)

$ (927,651) $ (139,047) $ 103,848

integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection

A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Financial Highlights
For the Year Ended December 31, 2016
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(Expressed in United States Dol lar)

Net asset value per unit, beginning of year

Net investment income *

Net realized and unrealized gain (loss) from
investments activities

Total gain (loss) from investment operations
Distributions to unitholders
Net asset value per unit, end of year

Total return @

Net assets, end of year

Ratio of expenses to average net assets

Ratio of net investment income to average net
assets

+

*

Rounded amount is less than $0.01.
** Rounded amount is less than 0.01%.

M Total return assumes the effect of reinvested distributions, ifany.

AUD-denominated

EUR-denominated

EUR-hedged class USD-denominated

AUD-hedged class USD-hedged class
$ 66.79 $ 1.0755 $ 92.97
0.03 (0.0009) (0.00)*
1.97 (0.0301) 2.57
2.00 (0.0310) 2.57
(4.59) (0.0066) (3.60)
$ 64.20 $ 1.0379 $ 91.94
2.81% (2.92%) 2.74%
$ 19,301,911 $ 213,669 $ 18,129,435
1.58% 1.58% 1.58%
0.04% (0.08%) (0.00%)**

* Calculated based on average units outstanding throughout the year.

(@ As discussed in Note 2, EUR-denominated EUR-hedged class per unit is calculated and rounded off to

four decimal places.

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

1. ORGANIZATION

Gaikadate World Investment Grade Bond Open Currency Selection (* the" Sub-Trust” ) a sub-trust of
Kokusai Cayman Trust (the "Trust"), was established under an open-ended Cayman Islands (the

“ Cayman Islands” ) unit trust formed on October 26, 2010. The Trust was established pursuant to
a trust deed executed by Brown Brothers Harriman Trust Company (Cayman) Limited (the" Trustee” )
and Mitsubishi UFJ Investor Services & Banking (Luxembourg) S.A. (formerly known as Mitsubishi
UFJ Global Custody S.A.) (the" Manager” ), under the laws of the Cayman Islands on August 3,
2010.

The Trustee is licensed to carry on business as a trust company under the Cayman Island Banks and
Trust Companies Law (as amended).

The units of the Sub-Trust were issued in multiple classes. Currently, the Manager offers three
classes of units for subscription: AUD-denominated AUD-hedged class, EUR-denominated EUR-hedged
class and USD-denominated USD-hedged class.

The principal investment objective of the Sub-Trust is to seek to obtain stable income profits
and capital appreciation by investing mainly in USD-hedged (F) Class of World Investment Grade
Bond Fund, a series trust of Kokusai Trust (the" Underlying Sub-Trust” ), which invests mainly in
corporate bonds and sovereign bonds issued outside of Japan with investment grade credit ratings
(equivalent to BBB or higher). The Underlying Sub-Trust may invest in corporate bonds issued by
Japanese companies, which are issued outside of Japan and denominated in currencies other than
JPY.

The functional and reporting currency of the Sub-Trust is the United States Dollar (the

“ functional currency” or* USD” ). The Trustee may designate a class in an operational currency.
Subscription for, and redemptions of, units are processed in operational currency of the class,
and the net asset value per unit of the class is calculated and quoted in such operational
currency. The operational currency of AUD-denominated AUD-hedged class is the Australian Dollar,
for EUR-denominated EUR-hedged class it is the Euro and for the USD-denominated USD-hedged class
it is the United States Dollar. The net asset values per unit in the operational currency for
classes AUD-denominated AUD-hedged class, and EUR-denominated EUR-hedged class at December 31,
2016 were AUD 89.04 and EUR 0.9868, respectively.

Each class of the Sub-Trust will invest mainly in global investment grade bonds through
investment in the Underlying Sub-Trust.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

The Sub-Trust has met the definition of an Investment Company under the interpretation of the
guidance in ASC 946.

The investment advisor of the Sub-Trust is Mitsubishi UFJ Kokusai Asset Management Co., Ltd.
(formerly known as Kokusai Asset Management Co., Ltd.) (the" Investment Advisor” ).

2. SIGNIFICANT ACCOUNTING POLICIES

The Sub-Trust®s financial statements reflect the period from January 1, 2016 to December 31,
2016, which is the Sub-Trust"s fiscal year end. The following is a summary of significant
accounting policies consistently followed by the Sub-Trust in the preparation of its financial
statements in conformity with accounting principles generally accepted in the United States of
America (* U.S. GAAP” ). The preparation of financial statements in accordance with U.S. GAAP
requires management to make estimates and assumptions that affect the reported amounts and
disclosures in the financial statements. Actual results could differ from those estimates.

(A) Determination of Net Asset Value of Units. The Sub-Trust"s net asset value will be calculated
each business day and at such other times as the Manager may determine (each an “ Accounting
Date” ). The Sub-Trust"s Net Asset Value (“ Net Asset Value” ) is calculated taking into account
all assets and liabilities of the Sub-Trust, including, without limitation, administration,
legal, audit and other professional fees and expenses. A “ Business Day” is any day on which (1)
federal, state or local banks are open for business in New York, London, and Tokyo and (2) the
London Stock Exchange and the New York Stock Exchange are open for trading, or such other days as
the Manager may from time to time determine.

The Net Asset Value and Net Asset Value per unit of EUR-denominated EUR-hedged class is
calculated and rounded off to four decimal places by Brown Brothers Harriman & Co. (the

“ Administrator” ) as of the close of business on each Business Day. Classes other than EUR-
denominated EUR-hedged class are calculated and rounded off to two decimal places by the
Administrator as of the close of business on each Business Day.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

Fair Value Measurements. In accordance with the authoritative guidance on fair value measurements
and disclosures under U.S. GAAP, the Sub-Trust discloses the fair value of its investments in a
hierarchy that prioritizes the inputs to valuation techniques used to measure the fair value. The
hierarchy gives the highest priority to valuations based upon unadjusted quoted prices in active
markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to
valuations based upon unobservable inputs that are significant to the valuation (Level 3
measurement). The guidance establishes three levels of the fair value hierarchy as follows:

e Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities;

« Level 2 - fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived fromprices); and

e Level 3 - fair value measurements are those derived from valuation techniques that include inputs for
the asset or liability that are not based on observable market data (unobservable inputs).

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions
that market participants use to make valuation decisions, including assumptions about risk.
Inputs may include price information, specific and broad credit data, liquidity statistics, and
other factors. A financial instrument®s level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. However, the
determination of what constitutes® observable” requires significant judgment by the Investment
Advisor. The Investment Advisor considers observable data to be that market data which is readily
available, regularly distributed or updated, reliable and verifiable, not proprietary, and
provided by independent sources that are actively involved in the relevant market. The
categorization of a financial instrument within the hierarchy is based upon the pricing
transparency of the instrument and does not necessarily correspond to the Trustee®s perceived
risk of that instrument.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

At December 31, 2016, investment in the Underlying Sub-Trust and derivatives were valued based on
Level 2 inputs. The Sub-Trust uses the net asset value per share as a practical expedient to
value its investments in funds, and the* market approach” to value its derivatives. The Sub-Trust
follows the authoritative guidance under U.S. GAAP for estimating the fair value of investments
in the Underlying Sub-Trust that has calculated Net Asset Value per share in accordance with the
specialized accounting guidance for Investment Companies. Accordingly, if the Sub-Trust
determines that the Net Asset Value per share of an investment is indicative of fair value, the
Sub-Trust records the fair value of an investment in an investment company using the Net Asset
Value per share of the investment (or its equivalent) without further adjustment (the* practical
expedient” ). The guidance permits the Sub-Trust to use the practical expedient only if the Net
Asset Value per share of the investment is determined in accordance with the specialized
accounting guidance for Investment Companies as of the reporting entity"s measurement date.
Investments in the Underlying Sub-Trust are valued at fair value based on the closing Net Asset
Value each Business Day.

Derivative Instruments Derivative instruments can be exchange-traded or privately negotiated
over-the-counter (* OTC” ). Exchange-traded derivatives, such as futures contracts, exchange-
traded option contracts and forward foreign currency contracts, are typically classified within
Level 1 or Level 2 of the fair value hierarchy depending on whether or not they are deemed to be
actively traded.

OTC derivatives, including forward foreign currency contracts are valued by the Trustee using
observable inputs, such as quotations received from the counterparty, dealers or brokers,
whenever available and considered reliable. In instances where models are used, the value of an
OTC derivative depends upon the contractual terms of, and specific risks inherent in, the
instrument as well as the availability and reliability of observable inputs. Such inputs include
market prices for reference securities, yield curves, credit curves and correlation of such
inputs. Certain OTC derivatives, such as forward foreign currency contracts, have inputs which
can generally be corroborated by market data and are therefore classified within Level 2.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

Those OTC derivatives that have less liquidity or for which inputs are unobservable are
classified within Level 3. While the valuations of these less liquid OTC derivatives may utilize
some Level 1 and/or Level 2 inputs, they also include other unobservable inputs which are
considered significant to the fair value determination. At each measurement date, the Trustee
updates the Level 1 and Level 2 inputs to reflect observable inputs, though the resulting gain
and losses are reflected within Level 3 due to the significance of unobservable inputs.

The following table presents the financial instruments carried on the Statement of Assets and
Liabilities by caption and by level within the valuation hierarchy as of December 31, 2016*:

(Unadjusted)
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Investments Inputs Inputs Fair Value at
Investments™: (Level 1) (Level 2) (Level 3) 12/31/16
Investment in Underlying Sub-Trust
World Investment Grade Bond Fund (A Series of
Kokusai Trust) USD-hedged (F) Class $ - § 87,131,819 § - § 37,131,819
Total Investments in Underlying Sub-Trust $ - $ 37,131,819 $ - $ 37,131,819
Financial Derivative Instruments**
Assets
Forward Foreign Currency Contracts $ - 3 3,421 % - $ 3,421
Liabilities
Forward Foreign Currency Contracts $ - 3 (31,242) $ - $ (31,242)

* For further information on categories of securities refer to the Schedule of Investments.
" Financial derivative instruments such as forward foreign currency contracts are valued at the
unrealized appreciation/(depreciation) on the instruments.

During the year ended December 31, 2016, there were no transfers between levels. The Fund
accounts for investments it transfers in and out of each level at the end of the year.

There were no securities valued as Level 3 as of December 31, 2016.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

(B) Investment Transactions and Investment Income. Purchases and sales of the Underlying Sub-
Trust are recorded as of the trade date for financial reporting purposes. Gains and losses are
recorded on an identified cost basis. Distributions of income or realized gains from the
Underlying Sub-Trust investments funds are recorded on ex-dividend date. Distributions of return
of capital by the Underlying Sub-Trust are recorded as a reduction in the cost of the investment.
Interest Income is allocated among the classes based on their proportional shares at the
distributions day.

(C) Expenses. The Sub-Trust bears its own expenses, including but not limited to Investment
Advisor, administration and accounting, custody, transfer agent, audit fees and other expenses
associated with the operation of the Sub-Trust. Expense items are recorded on the accrual basis.

(D) Distribution Policy. The Manager may, in its discretion, declare distributions in respect of
each class on the 15th day of every month, out of net investment income, net realized and
unrealized capital gains and capital available for distribution. Distributions will be made to
unitholders within five (5) Business Days from (and including) the declaration of distribution.

Distributions declared and paid during the year ended December 31, 2016 are as follows:

Distributions to Unitholders Amount
AUD-denominated AUD-hedged class $ 1,436,312
EUR-denominated EUR-hedged class 1,835
USD-denominated USD-hedged class 697,092
Total $ 2,135,239

(E) Cash and Foreign Currency. The functional and reporting currency for the Sub-Trust is the
United States Dollar. The fair values of foreign securities, currency holdings and other assets
and liabilities are translated into the Sub-Trust®s functional currency based on the current
exchange rates each Business Day. Fluctuations in the value of currency holdings and other assets
and liabilities resulting from changes in exchange rates are recorded as unrealized foreign
currency gains or losses. Realized gains or losses and unrealized appreciation or depreciation on
investment securities and income and expenses are translated on the respective dates of such
transactions and the reporting date, respectively. The effects of changes in foreign currency
exchange rates on investments in securities and derivatives are not segregated on the Statement
of Operations from the effects of changes in market prices and values of those securities, but
are included with net realized and unrealized gain or loss.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

(F) Forward Foreign Currency Contracts. The Sub-Trust enters into forward foreign currency
contracts in connection with settling planned purchases or sales of securities to hedge the
currency exposure associated with some or all of a Sub-Trust®s securities or as a part of an
investment strategy. A forward foreign currency contract is an agreement between two parties to
buy and sell a currency at a set price on a future date. The fair value of a forward foreign
currency contract fluctuates with changes in forward foreign currency exchange rates. Forward
foreign currency contracts are marked to market daily based on rates obtained from pricing
vendors and the change in value is recorded by the Sub-Trust as an unrealized gain or loss.
Realized gains or losses equal to the difference between the value of the contract at the time it
was opened and the value at the time it was closed are recorded upon delivery or receipt of the
currency. Gains and losses arising from class specific foreign currency contracts are allocated
to those specific classes.

The Sub-Trust may use derivative instruments to hedge its investments or to seek to enhance
returns. Derivatives allow the Sub-Trust to increase or decrease its risk exposure more quickly
and efficiently than other types of instruments.

The Sub-Trust may use forward foreign currency contracts for hedging purposes, including
anticipatory hedges. Hedging is a strategy in which the Sub-Trust uses a derivative to offset the
risks associated with other Sub-Trust holdings. While hedging can reduce losses, it can also
reduce or eliminate gains or cause losses if the market moves in a manner different from that
anticipated by the Sub-Trust or if the cost of the derivative outweighs the benefit of the hedge.
Hedging also involves the risk that changes in the value of the derivative will not match those
of the holdings being hedged as expected by the Sub-Trust, in which case any losses on the
holdings being hedged may not be reduced and may be increased. There can be no assurance that the
Sub-Trust"s hedging strategy will reduce risk or that hedging transactions will be either
available or cost effective. The Sub-Trust is not required to use hedging and may choose not to
do so. Use of derivatives to seek to enhance returns may be considered speculative.

ASC 815-10-50 requires disclosures about derivative instruments and hedging activities. It
requires that the Sub-Trust disclose: a) how and why an entity uses derivative instruments, b)
how derivative instruments and related hedged items are accounted for and c¢) how derivative
instruments and related hedged items affect an entity"s financial position, financial performance
and cash flows.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

The fair value of the forward foreign currency contracts is included in the Statement of Assets
and Liabilities with changes in fair value reflected as realized gain (loss) or net change in
unrealized gain (loss) within the Statements of Operations. During the year, the Sub-Trust"s
transactions in derivative instruments consisted of only forward foreign currency contracts.

Fair Values of Derivative Instruments on the Statement of Assets and Liabilities as at December
31, 2016

Derivatives not accounted for as hedging instruments under ASC 815

Foreign

Location exchange risk*

Asset derivatives
Unrealized appreciation on forward foreign currency contracts $ 3,421

Liability derivatives
Unrealized (depreciation) on forward foreign currency contracts 3 (31,242)

* Gross value is presented in the Statement of Assets and Liabilities in the unrealized
appreciation (depreciation) on open forward foreign currency contracts.

Effect of Derivative Instruments on the Statement of Operations for the year ended December 31,
2016

Derivatives not accounted for as hedging instruments under ASC 815

Foreign

Location exchange risk

Realized gain/(loss) on derivatives recognized as a result from operations

Net realized gain on forward foreign currency contracts 3 453,387

Change in unrealized appreciation/(depreciation) on derivatives recognized
as a result from operations

Net change in unrealized (depreciation) on forward foreign currency

contracts $ (468,206)
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

During the year ended December 31, 2016, the average monthly notional amounts of open forward
foreign currency contracts were:

Sub-Trust Level™ $ 371,377
AUD-denominated AUD-hedged class 3 21,281,830
EUR-denominated EUR-hedged class $ 299,569

* Forward foreign currency contracts held for all classes.

The Sub-Trust is a party to master netting agreements, such as an International Swaps and
Derivatives Association Master Agreement, International Foreign Exchange Master Agreement or
Foreign Exchange and Options Master Agreement, with certain counterparties that govern over the
counter derivative and foreign exchange contracts entered into from time to time. The Master
Agreements may contain provisions regarding, among other things, the parties® general
obligations, representations, agreements, collateral requirements, events of default and early
termination.

Collateral requirements are determined based on the Sub-Trust®s net position with each
counterparty. Collateral can be in the form of cash or debt securities issued by the U.S.
Government or related agencies or other securities as agreed to by the Sub-Trust and the
applicable counterparty. With respect to certain counterparties, in accordance with the terms of
the Master Agreements, collateral posted to the Sub-Trust, if any, is held in a segregated
account by the Sub-Trust®"s custodian and with respect to those amounts which can be sold or
repledged, are presented in the Schedule of Investments. Non-Cash Collateral pledged by the Sub-
Trust, if any, is segregated by the Sub-Trust®s custodian and identified in the Schedule of
Investments. As of December 31, 2016, there were no securities or cash pledged as collateral by
the Sub-Trust.

Termination events applicable to the Sub-Trust may occur upon a decline in the Sub-Trust®s net
assets below a specified threshold over a certain period of time. Termination events applicable
to counterparties may occur upon a decline in the counterparty®s credit rating below a specified
level. In each case, upon occurrence, the other party may elect to terminate early and cause
settlement of all derivative and foreign exchange contracts outstanding, including the payment of
any losses and costs resulting from such early termination, as reasonably determined by the
terminating party. Any decision by one or more of the Sub-Trust"s counterparties to elect early
termination could impact the Sub-Trust®"s future derivative activity.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

3. UNDERLYING SUB-TRUST

The following information has been taken from the December 31, 2016 audited financial statements
of the Underlying Sub-Trust and is consistent with the information of the Underlying Sub-Trust as
of December 31, 2016.

3.1 ORGANIZATION OF THE UNDERLYING SUB-TRUST

World Investment Grade Bond Fund (the* Fund” ) is the second series of Kokusai Trust (the

“ Trust” ), established under an open-ended Cayman Islands units trust formed on September 2,
2009. The Trust was established pursuant to a declaration of trust executed by Intertrust
Trustees (Cayman) Limited (the* Trustee” ), a trust company incorporated under the laws of the
Cayman Islands. The Fund commenced operations on April 19, 2010.

Intertrust Trustees (Cayman) Limited will be referred to as the Underlying Sub-Trust®s Trustee
for Note 3 only as a means of differentiating from the Sub-Trust"s Trustee (Brown Brothers
Harriman Trust Company (Cayman) Limited) as defined in Note 1.

The Fund has been established for Japanese Investment Trusts that have been established by
Mitsubishi UFJ Kokusai Asset Management Co., Ltd. (formerly known as Kokusai Asset Management
Co., Ltd.).

The Fund is regulated as a mutual fund under the Mutual Funds Law (as amended) of the Cayman
Islands (“ Mutual Funds Law” ) and has obtained a tax exemption certificate from the Cayman
Islands Government. Neither the units of the Trust nor the Fund have been or will be registered
under the United States Securities Act of 1933 and the Trust has not been and will not be
registered under the United States Investment Company Act of 1940.

The Underlying Sub-Trust®"s Trustee is licensed to carry on business as a trust company under the
Cayman Island Banks and Trust Companies Law (as amended).

Currently, there are seven classes of units being offered to investors. Each class, except the
USD-hedged (F) Class will be subscribed to in Japanese Yen. The USD-hedged (F) Class will be
subscribed for in United States Dollar. Each class, except USD-hedged (F) Class will be hedged
against the United States Dollar for the noted currency of its class.
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Notes to Financial Statements

December 31, 2016

3. UNDERLYING SUB-TRUST (continued)

The functional and reporting currency of the Sub-Trust is the United States Dollar (the

“ functional currency” or“ USD” ). The Underlying Sub-Trust"s Trustee may designate a class in an
operational currency. Subscription for, and redemptions of, units are processed in operational
currency of the class, and the net asset value per unit of the class is calculated and quoted in
such operational currency. The operational currency of AUD Class, BRL Class, CNY Class, IDR
Class, JPY Class and the USD Class is the Japanese Yen, for USD-hedged (F) Class it is the United
States Dollar. The net asset values per unit in the operational currency for classes AUD Class,
BRL Class, CNY Class, IDR Class, JPY Class and the USD Class at December 31, 2016 were JPY
0.8339, JPY 0.5985, JPY 1.1484, JPY 0.8305, JPY 0.8194 and JPY 1.1506, respectively.

The investment objective of the Fund is to seek to obtain income and capital appreciation by
investing mainly in global investment grade corporate bonds and government bonds, which shall be
hedged against non United States Dollar currency exposure. United States Dollar currency exposure
shall be hedged according to the currency of each class. The USD-hedged (F) Class will not be
hedged by the Fund.

The Fund is an investment company and accordingly follows the investment company accounting and
reporting guidance of the Financial Accounting Standards Board (FASB) Accounting Standards
Codification Topic 946 Financial Services - Investment Companies.

The investment advisor of the Fund is JPMorgan Asset Management (UK) Limited (the “ Investment
Advisor” ).

3.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES OF THE UNDERLYING SUB-TRUST

The Fund"s financial statements reflect the period from January 1, 2016 to December 31, 2016,
which is the Fund"s fiscal year end. The following is a summary of significant accounting
policies consistently followed by the Fund in the preparation of its financial statements in
conformity with accounting principles generally accepted in the United States of America (* U.S.
GAAP” ). The preparation of financial statements in accordance with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts and disclosures in the
financial statements. Actual results could differ from those estimates.
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3. UNDERLYING SUB-TRUST (continued)

(A) Determination of Net Asset Value of Units. Brown Brothers Harriman & Co. (the

“ Administrator” ), subject to the ultimate authority of the Underlying Sub-Trust"s Trustee, will
conduct all asset valuations for the Fund. The Fund®s Net Asset Value (“ Net Asset Value” ) will
be calculated each” Business Day” (any day on which the New York Stock Exchange and banks in New
York City and Japan are open for business), except when the banks in London or the London Stock
Exchange are closed and at such other times as the Underlying Sub-Trust"s Trustee may determine
(each an“ Accounting Date” ). The Fund"s Net Asset Value is calculated taking into account all
assets and liabilities of the Fund, including, without limitation, administration, legal, audit
and other professional fees and expenses. Net Asset Value per unit for each class will be
calculated in Japanese Yen and translated in United States Dollar, except for USD-hedged (F)
Class which will calculate the Net Assets Value in United States Dollars. The Net Asset Value per
unit for each class is normally calculated on each Business Day except when the banks in London
or the London Stock Exchange are closed and the Net Asset Value figure per unit is then adjusted
up to 6 (six) decimal places.

(B) Security Valuation. For purposes of calculating the Net Asset Value, portfolio securities and
other assets for which market quotes are readily available are stated at fair value. Fair value
is generally determined on the basis of last reported sales prices, or if no sales are reported,
based on quotes obtained from a quotation reporting system, established market makers, or pricing
services.

Securities and other assets for which market quotes are not readily available are valued at fair
value as determined in good faith by the Administrator with the help of the Investment Advisor,
subject to the ultimate authority of the Underlying Sub-Trust"s Trustee. The Administrator has
adopted methods for valuing securities and other assets in circumstances where market quotes are
not readily available. For instance, certain securities or investments for which daily market
guotes are not readily available may be valued pursuant to guidelines established by the
Administrator with reference to other securities or indices.
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3. UNDERLYING SUB-TRUST (continued)

Domestic and foreign fixed income securities and non-exchange-traded derivatives are normally
valued on the basis of quotes obtained from established market makers or pricing services. Prices
obtained from independent pricing services use information provided by market makers or estimates
of market values obtained from yield data relating to investments or securities with similar
characteristics. Certain fixed income securities purchased on a delayed-delivery basis are marked
to market daily until settlement at the forward settlement date. Short-term investments having a
maturity of 60 days or less are stated at amortized cost, which approximates fair value.
Exchange-traded options, futures and options on futures are valued at the settlement price
determined by the relevant exchange. Investments initially valued in currencies other than the
functional currency are converted to the functional currency using exchange rates obtained from
pricing services. As a result, the Net Asset Value of the Fund"s units may be affected by changes
in the value of currencies in relation to its functional currency. The value of securities traded
in markets outside the United States or denominated in currencies other than the functional
currency may be affected significantly on a day that the NYSE is closed and the Net Asset Value
may change on days when an investor is not able to purchase, request the repurchase of, or
exchange units.

Market quotes are considered not readily available in circumstances where there is an absence of
current or reliable market-based data (e.g., trade information, bid/asked information, broker
quotes), including where events occur after the close of the relevant market, that materially
affect the values of the Fund"s securities or assets. In addition, market quotes are considered
not readily available when, due to extraordinary circumstances, the exchanges or markets on which
the securities trade, do not open for trading for the entire day and no other market prices are
available. The Underlying Sub-Trust®s Trustee is responsible for monitoring significant events
that may materially affect the values of the Fund"s securities or assets and for determining
whether the value of the applicable securities or assets should be re-evaluated in light of such
significant events.
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3. UNDERLYING SUB-TRUST (continued)

When the Fund uses fair value pricing to determine its Net Asset Value, securities will not be
priced on the basis of quotes from the primary market in which they are traded, but rather may be
priced by another method that the Investment Advisor or persons acting at their direction believe
accurately reflects fair value. Fair value pricing may require subjective determinations about
the value of a security. While the Fund"s policy is intended to result in a calculation of the
Fund®s Net Asset Value that fairly reflects security values as of the time of pricing, the Fund
cannot ensure that fair values determined by the Underlying Sub-Trust®s Trustee or persons acting
at their direction would accurately reflect the price that the Fund could obtain for a security
if it were to dispose of that security as of the time of pricing (for instance, in a forced or
distressed sale). The prices used by the Fund may differ from the value that would be realized if
the securities were sold and the differences could be material to the financial statements.

Fair Value Measurements - In accordance with the authoritative guidance on fair value
measurements and disclosures under U.S. GAAP, the Fund discloses the fair value of its
investments in a hierarchy that prioritizes the inputs to valuation techniques used to measure
the fair value. The hierarchy gives the highest priority to valuations based upon unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurement) and the
lowest priority to valuations based upon unobservable inputs that are significant to the
valuation (Level 3 measurements). The guidance establishes three levels of the fair value
hierarchy as follows:

e Level 1 - Fair value measurements are those derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

e Level 2 - Fair value measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (i.e.
as prices) or indirectly (i.e. derived from prices); and

e Level 3 - Fair value measurements are those derived from valuation techniques that include

inputs for the asset or liability that are not based on observable market data (unobservable
inputs).
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3. UNDERLYING SUB-TRUST (continued)

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions
that market participants use to make valuation decisions, including assumptions about risk.
Inputs may include price information, specific and broad credit data, liquidity statistics, and
other factors. A financial instrument®s level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. However, the
determination of what constitutes® observable” requires significant judgment by the Investment
Advisor. The Investment Advisor considers observable data to be that market data which is readily
available, regularly distributed or updated, reliable and verifiable, not proprietary, and
provided by independent sources that are actively involved in the relevant market. The
categorization of a financial instrument within the hierarchy is based upon the pricing
transparency of the instrument and does not necessarily correspond to the Underlying Sub-Trust®s
Trustee®s perceived risk of that instrument.

Investments Investments whose values are based on the quoted market prices in active markets, and
therefore classified within Level 1, include certain money market securities. The Underlying Sub-
Trust"s Trustee does not adjust the quoted price for such instruments, even in situations where
the Fund holds a large position and a sale could reasonably impact the quoted price.

Investments that trade in markets that are not considered to be active, but are valued based on
quoted market prices, dealer quotations or alternative pricing sources supported by observable
inputs are classified within Level 2. These include investment-grade corporate bonds and
sovereign obligations. As Level 2 investments include positions that are not traded in active
markets and/or are subject to transfer restrictions, valuations may be adjusted to reflect
illiquidity and/or non-transferability, which are generally based on available market
information.

Derivative Instruments Derivative instruments can be exchange-traded or privately negotiated
over-the-counter (* OTC" ). Exchange-traded derivatives, such as futures contracts and exchange-
traded option contracts, are typically classified within Level 1 or Level 2 of the fair value
hierarchy depending on whether or not they are deemed to be actively traded.
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3. UNDERLYING SUB-TRUST (continued)

OTC derivatives, including forward foreign currency contracts are valued by the Underlying Sub-
Trust"s Trustee using observable inputs, such as quotations received from the counterparty,
dealers or brokers, whenever available and considered reliable. In instances where models are
used, the value of an OTC derivative depends upon the contractual terms of, and specific risks
inherent in, the instrument as well as the availability and reliability of observable inputs.
Such inputs include market prices for reference securities, yield curves, credit curves and
correlation of such inputs. Certain OTC derivatives, such as generic forwards, have inputs which
can generally be corroborated by market data and are therefore classified within Level 2.

Those OTC derivatives that have less liquidity or for which inputs are unobservable are
classified within Level 3. While the valuations of these less liquid OTC derivatives may utilize
some Level 1 and/or Level 2 inputs, they also include other unobservable inputs which are
considered significant to the fair value determination.
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3. UNDERLYING SUB-TRUST (continued)

The following table presents the financial instruments carried on the Statement of Assets and
Liabilities by caption and by level within the valuation hierarchy as of December 31, 2016":

(Unadjusted)
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Investments Inputs Inputs Fair Value at
Investments™: (Level 1) (Level 2) (Level 3) 12/31/15
Debt Securities
Australia $ - $ 5,670,207 ° _$ 5,670,207
Belgium - 1,245,511 - 1,245,511
Canada - 3,370,707 - 3,370,707
Denmark - 1,081,722 - 1,081,722
France - 10,512,246 - 10,512,246
Germany - 2,097,773 - 2,097,773
Hong Kong - 224,851 - 224,851
Ireland - 1,434,245 - 1,434,245
Israel - 421,774 - 421,774
Italy - 3,782,538 - 3,782,538
Luxembourg - 575,295 - 575,295
Mexico - 1,943,920 - 1,943,920
Netherlands - 10,501,814 - 10,501,814
Spain - 3,838,134 - 3,838,134
Supranational - 3,626,848 - 3,626,848
Sweden - 2,430,905 - 2,430,905
Switzerland - 3,267,228 - 3,267,228
United Kingdom - 22,674,805 - 22,674,805
United States - 91,335,124 - 91,335,124
Short-Term Investments
Time Deposits 16,315,550 - - 16,315,550
Total Investments $ 16,315,550 $ 170,035,647 $ _ $ 186,351,197
Financial Derivative Instruments*™
Assets
Forward Foreign Currency Contracts - 1,679,794 - 1,679,794
Futures Contracts $ 48,379 $ ~ $ - 3 48,379
Liabilities
Forward Foreign Currency Contracts - (329,856) - (329,856)
Futures Contracts $ (70,275) $ $ - 8 (70,275)

"For further information on categories of securities refer to the Schedule of Investments.
*Financial derivative instruments such as forward foreign currency contracts and futures contracts are
valued at the unrealized appreciation/(depreciation) on the instruments.
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3. UNDERLYING SUB-TRUST (continued)

During the year ended December 31, 2016, there were no transfers between levels. The Fund
accounts for investments it transfers in and out of each level at the end of the year.

There were no securities valued as Level 3 as of December 31, 2016.

(C) Securities Transactions and Investment Income. Securities transactions are recorded as of the
trade date for financial reporting purposes. Securities purchased or sold on a when-issued or
delayed-delivery basis may be settled a month or more after the trade date. Realized gains and
losses from securities sold are recorded on the identified cost basis. Premium and discount on
securities are amortized/accreted on an effective yield basis. Interest income, adjusted for the
accretion of discount and amortization of premium, is recorded on the accruals basis. Coupon
income is not recognized on securities for which collection is not expected. Other income may
include interest income from time deposits.

(D) Expenses. The Fund will bear its operational expenses, including (without limitation); legal
fees; expenses of the continuous offering of units, including the cost of producing and
distributing the offering memorandum; printing and mailing costs; filing fees and expenses;
accounting, audit, and tax preparation expenses; consultant fees; tax, litigation, and
extraordinary expenses, If any; interest expenses (including interest due to repurchase
agreements and borrowing by the Fund); custody fees, administrator®s fees, Underlying Sub-Trust"s
Trustee®s fees, risk calculation services, bank charges, brokerage commissions (including options
trades), spreads, mark-ups on securities, swaps and forwards, short dividends, currency hedging
costs, and other investment and operating expenses.

(E) Distribution Policy. The Fund will declare and arrange for payment of distributions (whether
in cash or in specie) for each class, as approved by series resolution dated April 16, 2010, and
by series resolution dated November 18, 2010, with respect to the USD-hedged (F) Class. The
distributions are contemplated to be the greater of (1) positive aggregated amounts contributed
from net realized capital gain (including hedge position), net unrealized capital gains and net
income, and (2) the estimated theoretical income based on the yield of securities portfolio net
fund expense and currency hedge premium (cost), which is calculated by total net assets of the
respective class times the portfolio yield.
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3. UNDERLYING SUB-TRUST (continued)

The Fund will declare and re-invest the distribution to each unitholder of a class, on a monthly
basis, the greater amount as determined above by the Administrator. The Fund will declare such
distributions for the current month on the last business day of the previous month or any other
days the Underlying Sub-Trust"s Trustee may determine at its sole discretion (the* Record

Date” ), and will generally make such distributions before the tenth (10th) calendar day (if not
a business day or the banks in London or the London Stock Exchange are closed the following
business day) of the current month or any other days the Underlying Sub-Trust®s Trustee may
determine at its sole discretion (the" Dividend Date” ). The unitholders of each class has
elected to re-invest distributions; therefore, units will be issued on the relative Dividend
Date.

Distributions declared and reinvested for the year ended December 31, 2016 are as follows:

Distributions to unitholders Amount
AUD Class $ 253,889
BRL Class 1,201,837)
CNY Class 50,287
IDR Class 370,779
JPY Class 9,615,121
USD Class 159,774
USD-hedged (F) Class 1,529,857

Total $ 13,181,544
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3. UNDERLYING SUB-TRUST (continued)

(F) Sovereign Debt Securities. The Fund may invest mainly in sovereign debt securities issued or
guaranteed by Sovereign Issuers including emerging nations. Investment in sovereign debt involves
a high degree of risk. The government entity that controls the repayment of sovereign debt may
not be able or willing to repay the principal and/or interest when due in accordance with the
terms of such debt. A government entity"s willingness or ability to repay principal and interest
due in a timely manner may be affected by, among other factors, its cash flow situation, the
extent of its foreign reserves, the availability of sufficient foreign exchange on the date a
payment is due, the relative size of the debt service burden to the economy as a whole, the
government entity"s policy towards the International Monetary Fund and the political constraints
to which a government entity may be subject. Government entities may also be dependent on
expected disbursements from non-U.S. governments, multilateral agencies and other international
organizations to reduce principal and interest arrearages on their debt. The commitment on the
part of these governments, agencies and others to make such disbursements may be conditioned on
the implementation of economic reforms and/or economic performance and the timely service of such
debtor™s obligations. Failure to implement such reforms, achieve such levels of economic
performance or repay principal or interest when due may result in the cancellation of such third
parties” commitments to lend funds to the government entity, which may further impair such
debtor®s ability or willingness to timely service its debts. Consequently, government entities
may default on their sovereign debt.

Holders of sovereign debt may be requested to participate in the rescheduling of such debt and to

extend further loans to government entities. In the event of a default by a government entity,
there may be few or no effective legal remedies for collecting on such debt.
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3. UNDERLYING SUB-TRUST (continued)

(G) Cash and Foreign Currency. The functional and reporting currency for the Fund is the United
States Dollar. The fair valued Non-USD denominated securities, currency holdings and other assets
and liabilities are translated into the Fund"s functional currency based on the current exchange
rates each business day. Fluctuations in the value of currency holdings and other assets and
liabilities resulting from changes in exchange rates are recorded as unrealized foreign currency
gains or losses. Realized gains or losses and unrealized appreciation or depreciation on
investment securities and income and expenses are translated on the respective dates of such
transactions and the reporting date, respectively. The effects of changes in foreign currency
exchange rates on investments in securities and derivatives are not segregated on the Statement
of Operations from the effects of changes in market prices and values of those securities, but
are included with net realized and unrealized gain or loss.

(H) Time Deposits. The Fund, through Brown Brother Harriman & Co. (the" Custodian” ), places
excess cash balances into overnight time deposits with one or more eligible deposit institutions,
as determined by the Investment Advisor. These are classified as short term investments in the
Fund®s Schedule of Investments. Due to the European Central Bank deposit rate cut in June 2014,
interest rates for euro denominated short-term investments may be less than zero percent. Due to
deposit rate cut by the central Bank in Japan interest rates for Japanese Yen short-term
investments may be less than zero percent.

(1) Forward Foreign Currency Contracts. The Fund may enter into forward foreign currency
contracts in connection with settling planned purchases or sales of securities to hedge the
currency exposure associated with some or all of a Fund"s securities or as a part of an
investment strategy. A forward foreign currency contract is an agreement between two parties to
buy and sell a currency at a set price on a future date. The fair value of a forward foreign
currency contract fluctuates with changes in foreign currency exchange rates. Forward foreign
currency contracts are marked to market daily based on rates obtained from pricing vendors and
the change in value is recorded by the Fund as an unrealized gain or loss. Realized gains or
losses equal to the difference between the value of the contract at the time it was opened and
the value at the time it was closed are recorded upon delivery or receipt of the currency. These
contracts may involve market risk in excess of the unrealized gain or loss reflected on the
Statement of Assets and Liabilities. In addition, the Fund could be exposed to risk if the
counterparties are unable to meet the terms of the contracts or if the value of the currency
changes unfavorably to the base currency.
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3. UNDERLYING SUB-TRUST (continued)

The Fund is also authorized to enter into forward foreign currency contracts for the purpose of
hedging exchange risk for an investor. Gains and losses arising from class specific forward
foreign currency contracts are allocated to those specific classes. Forward foreign currency
contracts outstanding at December 31, 2016 are listed in the Schedule of Investments.

(J) Futures Contracts. The Fund may enter into futures contracts. The Fund may use futures
contracts to manage its exposure to the securities markets or to movements in interest rates and
currency values. The primary risks associated with the use of futures contracts are the imperfect
correlation between the change in market value of the securities held by the Fund and the prices
of futures contracts, the possibility of an illiquid market, and the inability of the
counterparty to meet the terms of the contract. Futures contracts are valued based upon their
quoted daily settlement prices. Upon entering into a futures contract, the Fund is required to
deposit with its futures broker, an amount of cash or United States Government and Agency
Obligations in accordance with the initial margin requirements of the broker or exchange. Futures
contracts are marked to market daily and an appropriate payable or receivable for the change in
value (“ variation margin” ) is recorded by the Fund. Gains or losses are recognized but not
considered realized until the contracts expire or are closed. Futures contracts involve, to
varying degrees, risk of loss in excess of the variation margin disclosed on the Statement of
Assets and Liabilities. Future contracts outstanding at December 31, 2016 are listed in the
Schedule of Investments.

(K) Derivative Instruments. ASC 815-10-50 requires disclosures about derivative instruments and
hedging activities. It requires that the Fund disclose: a) how and why an entity uses derivative
instruments, b) how derivative instruments and related hedged items are accounted for and c) how
derivative instruments and related hedged items affect an entity"s financial position, financial
performance and cash flows. The Fund does not designate derivative instruments as hedging
instruments under ASC 815.
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3. UNDERLYING SUB-TRUST (continued)

The Fund may transact in a variety of derivative instruments including, futures contracts and
forward foreign currency contracts primarily for trading purposes with each instrument"s primary
risk exposure being interest rate, credit or foreign exchange risk. The fair value of the forward
foreign currency contracts is included in the Statement of Assets and Liabilities with changes in
fair value reflected as realized gain (loss) or net change in unrealized gain (loss) within the
Statements of Operations. During the year, the Fund®s transactions in derivative instruments
consisted of forward foreign currency contracts and futures contracts.

Fair Values of Derivative Instruments on the Statement of Assets and Liabilities as of December
31, 2016
Derivatives not accounted for as hedging instruments under ASC 815

Foreign exchange

Location risk® Interest rate risk Total

Asset Derivatives

Unrealized appreciation on forward foreign currency $ 1.679.794 $ _ 1.679.794

contracts ’ ’ ’ ’

Unrealized appreciation on futures contracts* - 48,379 48,379
$ 1,679,794 $ 48,379 $ 1,728,173

Liability Derivatives

Unrealized (depreciation) on forward foreign currency _

contracts $ (329,856) $ $ (329,856)

Unrealized (depreciation) on futures contracts™ - (70,275) (70,275)
$ (329,856) $ (70,275) $ (400,131)

* Gross value is presented in the Statement of Assets and Liabilities in the unrealized
appreciation/(depreciation) on open forward foreign currency contracts.

™ The fair values of derivatives instruments include cumulative appreciation/(depreciation) of
futures contracts as reported in the Schedule of Investments. Only current day"s variation margin
is reported within the Statements of Assets and Liabilities.
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3. UNDERLYING SUB-TRUST (continued)

Effect to Derivative Instruments on the Statement of Operations for the year ended December 31,

2016

Derivatives not accounted for as hedging instruments under ASC 815

Foreign exchange

Location - Interest rate risk Total
risk

Realized gain/(loss) on derivatives recognized as a result
from operations
Net realized gain on forward foreign currency contracts $ 25,086,556 $ - $ 25,086,556
Net realized (loss) on futures contracts - (943,484) (943,484)

$ 25,086,556 $ (943,484) $ 24,143,072
Change in unrealized appreciation/(depreciation) on
derivatives recognized as a result from operations
Net change in unrealized (depreciation) on forward foreign $ (2,982,189) $ _ s (2,982,189)
currency contracts
Net change in unrealized (depreciation) on futures _ (233,963) (233,963)
contracts

$ (2,982,189) $ (233,963) $ (3,216,152)

The average monthly notional amount of open forward foreign currency contracts outstanding for

the year ended December 31, 2016, was approximately as follows:

Fund Level*

Class A -AUD Class
Class B -BRL Class
Class C -CNY Class
Class D -1IDR Class
Class E -JPY Class

@ H P H L BH

107,063,216
6,458,421
8,654,742

722,309
4,609,397
190,379,730

* Forward foreign currency contracts held for all classes.

The average monthly notional amount of open futures contracts outstanding during the year ended

December 31, 2016, was approximately $26,867,147.
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3. UNDERLYING SUB-TRUST (continued)

The Fund is a party to master netting agreements, such as an International Swaps and Derivatives
Association Master Agreement, International Foreign Exchange Master Agreement or Foreign Exchange
and Options Master Agreement, with certain counterparties that govern OTC derivative and foreign
exchange contracts entered into from time to time. The master netting agreements may contain
provisions regarding, among other things, the parties® general obligations, representations,
agreements, collateral requirements, events of default and early termination.

Futures are traded or cleared on an exchange or central clearinghouse. Exchange-traded or cleared
transactions generally present less counterparty risk to a fund than OTC transactions. The
exchange or clearinghouse stands between the Fund and the broker to the contract and therefore,
credit risk is generally limited to the failure of the exchange or clearinghouse and the clearing
member. Securities pledged by the Fund for exchange-traded and cleared transactions, if any, are
identified in the Schedule of Investments.

Collateral requirements are determined based on the Fund®s net position with each counterparty.
Collateral can be in the form of cash or debt securities issued by the U.S. government or related
agencies or other securities as agreed to by the Fund and the applicable counterparty. With
respect to certain counterparties, in accordance with the terms of the master netting agreements,
collateral posted to the Fund, if any, is held in a segregated account by the Custodian and with
respect to those amounts which can be sold or repledged, are presented in the Schedule of
Investments.

Collateral pledged by the Fund, if any, is segregated by the Custodian and identified in the
Schedule of Investments. As of December 31, 2016, there were no securities or cash pledged as
collateral.

Termination events applicable to the Fund may occur upon a decline in the Fund®s net assets below
a specified threshold over a certain period of time. Termination events applicable to
counterparties may occur upon a decline in the counterparty™s credit rating below a specified
level. In each case, upon occurrence, the other party may elect to terminate early and cause
settlement of all derivative and foreign exchange contracts outstanding, including the payment of
any losses and costs resulting from such early termination, as reasonably determined by the
terminating party. Any decision by one or more of the Fund®s counterparties to elect early
termination could impact the Fund®s future derivative activity.
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3. UNDERLYING SUB-TRUST (continued)

(L) UNITS. As of December 31, 2016 all issued units were held by two related unitholders,
established by Mitsubishi UFJ Kokusai Asset Management Co., Ltd. (formerly, Kokusai Asset
Management Co., Ltd). The two unitholders held an interest of 100% in the net assets.

Currently, there are seven classes of units being offered to investors: AUD Class, BRL Class, CNY
Class, IDR Class, JPY Class, USD Class, and USD-hedged (F) Class.

The Underlying Sub-Trust"s Trustee may establish new series and/or classes without the consent of
current unitholders, which may have a different subscription or functional currency.

Subscription for Units. The Fund will accept subscriptions for units as of the each business day
except for days where the London Stock Exchange or banks in London are closed and at any other
time in the discretion of the Fund, each a“ Subscription Date” . The Underlying Sub-Trust's
Trustee, or its delegate, may accept or reject subscriptions in their sole discretion. The
minimum initial price of \1.0000 for each class per unit, except for the USD-hedged (F) Class
which will have a minimum initial price of $0.01 per unit. The Underlying Sub-Trust"s Trustee, or
its delegate, may accept or reject subscriptions in their discretion. The minimum initial
subscription amount for each investor in the Fund is \10,000,000 for each class (or the Yen
equivalent of US$100,000), except for the USD-hedged (F) Class which will be US$100,000. The
foregoing minimum subscription amounts apply to each class of units. The Underlying Sub-Trust"s
Trustee or its delegate may waive the minimum subscription amount in its sole discretion
(provided that the minimum initial subscription amount will not be less than US$100,000).
Additional units will be issued at Net Asset Value per units of such class at subscription date.

The units are offered by the Fund. The Fund does not receive commissions or other compensation
from the sale of units.

Units are offered for sale on a continuous basis on each business day except any day where the
London Stock Exchange or banks in London are closed at an initial price of \1.0000 for each class
per Unit. The Underlying Sub-Trust"s Trustee, or its delegate, may accept or reject subscriptions
in their discretion. The minimum initial subscription amount for each investor in the Fund was
\10,000,000 for each class denominated in Japanese Yen and $100,000 for the USD-hedged (F) Class
(the minimum initial subscription amount will not be less than US$100,000 or its Japanese Yen
equivalent).
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3. UNDERLYING SUB-TRUST (continued)

In order to subscribe for units, a prospective investor must submit a fully completed and
executed subscription agreement to the Administrator on the subscription date. The subscriber
must also make arrangements with the Administrator for the transmission of its subscription
funds, which must be received by the Fund prior to 5:00 p.m. (New York time) three business days
after the relevant subscription date (or such longer period acceptable to the Administrator).
After the subscription agreement is received, the Administrator will promptly notify the
subscriber whether the subscription has been accepted or rejected by the Fund. Subscription
amounts should be sent to the Fund, c/o the Administrator.

All subscription agreements and subscription funds must be delivered to the Fund in accordance
with the instructions contained in the subscription agreement. If a subscription is rejected, any
subscription funds tendered will be promptly returned to the subscriber®s account of origin
without interest. Subscriptions for each class, except for the USD-hedged (F) Class, must be made
in Japanese Yen. Subscriptions for the USD-hedged (F) Class must be made in United States
Dollars. All subscriptions are irrevocable. The Underlying Sub-Trust"s Trustee, or its delegate,
may accept a subscription only in part and will promptly notify any affected subscriber.

Redemptions. A unitholder may request that the Fund redeem all or part of such unitholder®s units
as of the each business day except when the London Stock Exchange or banks in London are closed
and at any other time in the discretion of the Fund (each such date, a "Redemption Date™).
Unitholders need to submit a request to redeem units as of a redemption date to the Administrator
prior to the specified time (as defined below) on the redemption date. Any redemption request
received after the specified time will be deemed to have been received on the next redemption
date.

The specified time will be any time prior to the close of The New York Stock Exchange or as
deemed appropriate by the Underlying Sub-Trust"s Trustee.

Redemption requests must specify the redemption date and either a percentage of the redeeming
unitholder®s units, a specific number of the unitholder®s units or Japanese Yen amount of such
units to be redeemed. Redemption price shall be equal to Net Asset Value per units of such class
at redemption date. Redemption proceeds will generally be paid within three business days of the
relevant redemption date in Japanese Yen or in United States Dollars with respect to the USD-
hedged (F) Class.
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3. UNDERLYING SUB-TRUST (continued)

(M) Fees and Expenses. The Underlying Sub-Trust bears its own expenses, including, but not
limited to Accounting and Administrative Fees, Custody Fees, Transfer Agent Fees, Investment
Advisor Fees, Underlying Sub-Trust®"s Trustee Fees and other expenses associated with the
operations of the Underlying Sub-Trust. These fees are indirectly paid by the Sub-Trust through
the net assets value of its investment in the Underlying Sub-Trust.

4. UNITS

As of December 31, 2016, 100% of the units issued by the Sub-Trust were held by one unitholder,
which held 100% of interest in the net assets.

(A) Subscriptions for Units. After and including the initial closing date, Units in the Sub-Trust
will be issued on each Business Day, at the Net Asset Value Per unit of the relevant class on the
Business Day on which the relevant subscription order was accepted. In order to be dealt with on
a specific Business Day, a subscription application form must be received by the Administrator
before the specified time on that Business Day unless otherwise agreed by the Manager. Any
application received after the specified time shall be deemed to have been received on the next
Business Day.

Subscription monies should be received by the Custodian on the fourth Business Day from (and
including) the applicable Business Day unless otherwise agreed by the Manager. Certificates shall
not be issued in respect of the issue of units but confirmation of the issuance of units (if
specifically requested), shall be delivered by the Administrator provided that payment of the
subscriptions proceeds has been received by the Custodian. The Manager, the Trustee and the
Administrator reserve the right to decline any application to subscribe for units in whole or in
part in their respective sole discretion.

The unitholder will be required to comply with such anti-money laundering procedures as are
required by the Money Laundering Regulations (as amended from time to time), the Terrorism Law
(as amended from time to time) and the Proceeds of Crime Law (as amended from time to time), of
the Cayman Islands and also by any anti-money laundering legislation applicable to the
Administrator.

After the initial offering period, there may be added to the issue price, a sales charge of up to

3.0% (not including local consumption or other taxes) of the issue price, retained by the
Distributor.
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(B) Repurchase of Unit. After and including the initial closing date, unitholders may repurchase
all or any of their units on any Business Day. In order for an application for repurchase of
units to be dealt with on a dealing day, it must be received by the Administrator before the
specified time on that dealing day. Any application received after the specified time shall be
deemed to have been received on the next dealing day.

The Manager, the Trustee and the Administrator reserve the right to decline any order to
repurchase units in whole or in part in their respective sole discretion.

Repurchase requests may not be revoked by the unitholder, unless the Manager otherwise consents.

The repurchase price of a unit will be the Net Asset Value per unit of the applicable class as of
the dealing day on which the relevant repurchase request was accepted. The Administrator may
deduct any third party charges or withholding taxes, if applicable, from the repurchase proceeds
remitted to the repurchasing unitholder.

Repurchases must be made in multiples of 1 unit.

Payment of the repurchase proceeds will generally be made on the fourth Business Day from (and
including) the applicable dealing day or as soon as practicable thereafter in such cases where
the banks in the relevant markets are not open for settlement.

5. RISK FACTORS

The units are speculative and illiquid securities involving substantial risk of loss and are
suitable for investment only by sophisticated persons for which an investment in the Sub-Trust
does not represent a complete investment program and who fully understand and are capable of
assuming the risks of an investment in the Sub-Trust. The Sub-Trust®s debt securities
concentration may make it unsuitable for certain portfolios. References to the Sub-Trust and the
Sub-Trust"s investments and portfolio in the following summary of risks refer to the combined
risks relating to the investments and portfolio of the Sub-Trust as well as the Underlying Sub-
Trust. The following considerations, which do not purport to be a complete list of all risks
involved in an investment in the Sub-Trust, should be carefully evaluated before investing in the
Sub-Trust.
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(A) Exchange Rate Risk

The Underlying Sub-Trust

The exposure to non-USD currencies of underlying asset shall be hedged to USD and hedging cost
will be incurred by the Underlying Sub-Trust when the USD interest rate is lower than those of
non-USD currencies of underlying asset. The exchange rate risk cannot be wholly eliminated.

USD-denominated USD-hedged class

Underlying assets of investment trust securities which the Sub-Trust mainly invests are hedged
against USD in the investment trust in principle, as a way of seeking to reduce exchange rate
risks. However, the exchange rate risk cannot be wholly eliminated. Please note that if the USD
interest rate is lower than those of underlying assets, investors will incur the cost of hedging
the difference between those interest rates.

AUD-denominated AUD-hedged class

Investment trust securities which the Sub-Trust mainly invests are hedged against USD and the
exposure to USD is hedged against AUD in the AUD-denominated hedge class in principle, as a way
of seeking to reduce exchange rate risks. However, the exchange rate risk cannot be wholly
eliminated. Please note that if the AUD interest rate is lower than the USD interest rate,
investors will incur the cost of hedging the difference between the AUD interest rate and the USD
interest rate.

EUR-denominated EUR-hedged class

Investment trust securities which the Sub-Trust mainly invests are hedged against USD and the
exposure to USD is hedged against EUR in the EUR denominated hedge class in principle, as a way
of seeking to reduce exchange rate risks. However, the exchange risk cannot be wholly eliminated.
Please note that if the EUR interest rate is lower than the USD interest rate, investors will
incur the cost of hedging the difference between the EUR interest rate and the USD interest rate.
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(B) Interest Rate Risk. Generally speaking, if the level of the interest rate increases (or
declines) in the country or region where the bonds which are invested substantially are issued,
the bond price declines (or increases), which may result in a fluctuating Net Asset Value per
unit. The longer the duration (“ duration” means the volatility of the bond price against
interest rate fluctuations and indicates the average period of time required to collect
investments in bonds. The higher the bond price, the longer it takes to collect the investment
principal and the greater the fluctuations in the bond price due to fluctuations in the interest
rate (sensitivity) during that period.), the greater the fluctuation in the bond price due to
interest rate fluctuations.

The value of the fixed-income securities in which the Sub-Trust may invest will change as the
general levels of interest rates fluctuate. When interest rates decline, the value of the Sub-
Trust"s fixed-income securities can be expected to rise. Conversely, when interest rates rise,
the value of such securities is generally expected to decline.

(C) Credit Risk. Credit risk is the risk that the issuer of a security will be unable to pay
interest or repay the principal when due. Changes in an issuer"s credit rating or the market"s
perception of an issuer"s creditworthiness may also affect the value of the Sub-Trust"s
investment in that issuer. The degree of credit risk depends on both the financial condition of
the issuer and the terms of the obligation. Investments in lower rated or unrated fixed-income
securities in which the Sub-Trust may invest indirectly, while generally providing greater
opportunity for gain and income than investments in higher rated securities, usually entail
greater risk (including the possibility of default or bankruptcy of the issuers of such
securities).

The bond price may fluctuate significantly as a result of a change in the bond issuer®s rating
(credibility) or the possibility of such change due to a change in the issuer™s ability to repay
debts, and the Net Asset Value per unit also may fluctuate significantly. In addition, the Net
Asset Value per unit may decline and cause a loss as a result of insolvency, adverse financial
conditions or the credit status of the issuer of the securities which are invested substantially.
IT an event of default occurs, the bond price may significantly decline. Moreover, in such a
case, flexible transactions may not be allowed as the liquidity significantly declines.
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(D) Liquidity Risk. Liquidity risk exists when particular investments are difficult to purchase
or sell. The Sub-Trust®s investments in less liquid securities may reduce the returns of the Sub-
Trust because it may be unable to sell the illiquid securities at an advantageous time or price.
To the extent that the Sub-Trust®s principal investment

strategies involve non-developed country securities, derivatives or securities with substantial
market and/or credit risk, the Sub-Trust will tend to have the greatest exposure of liquidity
risk.

(E) Counterparties and Brokers. The financial institutions and counterparties, including banks
and brokerage firms, with which the Sub-Trust or a delegate on behalf of the Sub-Trust trades or
invests, may encounter financial difficulties and default on their respective obligations to the
Sub-Trust. Any such default could result in material losses to the Sub-Trust. In addition, the
Sub-Trust may pledge collateral to the counterparties in order to secure certain transactions.

The Sub-Trust attempts to reduce its exposure to counterparty credit risk by entering into a
master netting agreement with each of its counterparties. The master netting agreement gives the
Sub-Trust the right to terminate all transactions traded under such agreement upon the
deterioration in the credit quality of the counterparty beyond specified levels. The master
netting agreement gives each party the right, upon an event of default by the other party or a
termination of the agreement, to close out all transactions traded under such agreement and to
net amounts owed under each transaction to one payable by one party to the other.

The Sub-Trust®s maximum risk of loss from counterparty credit risk related to OTC derivatives is
generally the aggregate unrealized appreciation and unpaid counterparty payments in excess of any
collateral pledged by the counterparty to the Sub-Trust. The Sub-Trust may be required to pledge
collateral for the benefit of the counterparties on OTC derivatives in an amount not less than
each counterparty™s unrealized appreciation on outstanding derivative contracts, subject to
certain minimum transfer provisions, and such pledged collateral, if any, is identified in the
Schedule of Investments.

(F) Custody Risk. The Sub-Trust does not control the custodianship of all of its securities. The
Custodian or other banks or brokerage firms selected to act as custodians may become insolvent,
causing the Sub-Trust to lose all or a portion of the funds or securities held by those
custodians.
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(G) Settlement Risk. Settlement and clearance procedures in certain foreign markets differ
significantly from those in the United States, the European Union and Japan. Foreign settlement
and clearance procedures and trade regulations also may involve certain risks (such as delays in
payment for or delivery of securities) not typically associated with the settlement of U.S.
investments. At times, settlements in certain foreign countries have not kept pace with the
number of securities transactions. These problems may make it difficult for the Sub-Trust to
carry out transactions. If the Sub-Trust cannot settle or is delayed in settling a purchase of
securities, It may miss attractive investment opportunities and certain of its assets may be
uninvested with no return earned thereon for some period. If the Sub-Trust cannot settle or is
delayed in settling a sale of securities, it may lose money if the value of the security then
declines or, if it has contracted to sell the security to another party, the Sub-Trust could be
liable for any losses incurred.

(H) Sovereign and Corporate Debt Obligations. The Sub-Trust mainly invests indirectly in
Sovereign Issuers and corporate debt obligations. The Sub-Trust®s investments may be in sovereign
issuers and corporations that have leveraging, with other burdens on cash flow, and therefore
involve a high degree of financial risk. The Sub-Trust may also make investments in sovereign
issuers and corporate debt obligations that have experienced financial or operational
difficulties or have been otherwise out-of-favor. Such investments may be considered speculative,
and the debt obligations could be adversely affected by interest rate movements, changes in the
general economic climate or the economic factors affecting a particular sovereign issuer or
industry, or specific developments within jurisdictions and/or corporations.

(1) Forward Foreign Currency Contracts. Forward currency contracts are volatile and involve
significant risks, including:

e Credit Risk - the risk that the counterparty (the party on the other side of the transaction) on a
derivative transactionwill be unable to honor its financial obligation to the Sub-Trust.

» Leverage Risk - the risk associated with certain types of investments or trading strategies that
relatively small market movements may result in large changes in the value of an investment. Certain
investments or trading strategies that involve leverage can result in losses that greatly exceed
the amount originally invested.

e Liquidity Risk - the risk that certain securities may be difficult or impossible to sell at the time
that the seller would like or at the price that the seller believes the security is currently worth.
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Because the Sub-Trust may use forward foreign currency contracts to seek to enhance returns, its
investments will expose the Sub-Trust to the risks outlined above to a greater extent than if the
Sub-Trust used derivatives solely for hedging purposes.

6. GUARANTEES AND INDEMNIFICATION

The Trustee, the Manager, the Administrator and Custodian, the Investment Advisor, other parties,
and each of their respective agents, principals, officers, employees, and affiliates are entitled
to be indemnified out of the assets of the Sub-Trust under certain circumstances. Additionally,
in the normal course of business, the Sub-Trust enters into contracts that contain a variety of
indemnification clauses. The Sub-Trust®"s maximum exposure under these arrangements is unknown as
this would involve future claims that may be made against the Sub-Trust that have not yet
occurred. However, the Sub-Trust has not had prior claims or losses pursuant to these contracts.

7. INCOME TAX

The Sub-Trust is subject to the Cayman Islands laws in respect to its tax status. Under current
laws of Cayman Islands, there are no tax or duty to be levied on profits, income or on gains or
appreciation, or any tax in the nature of estate duty or inheritance tax that will apply to any
property comprised in or any income arising under the Sub-Trust, or the unitholders thereof, in
respect of any such property or income. No withholding tax is applicable to distributions by the
Sub-Trust or with regard to the payment of Net Asset Value on the repurchase of units. As a
result, no provision for income taxes has been made in the financial statements.

The Sub-Trust generally intends to conduct its activities so as to avoid being treated as engaged
in a trade or business in the United States for U.S. federal income tax purposes. Specifically,
the Sub-Trust intends to qualify for safe harbors in the Internal Revenue Code of 1986, as
amended, pursuant to which the Sub-Trust will not be treated as engaged in such a business if its
activities are limited to trading in stocks and securities or commodities for its own account. If
the Sub-Trust®s income is effectively connected with a U.S. trade or business carried on by the
Sub-Trust, certain categories of income (including dividends and certain types of interest
income) derived by the Sub-Trust from U.S. sources will be subject to a U.S. tax of thirty
percent, which tax is generally withheld from such income.
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Authoritative guidance on accounting for and disclosure of uncertainty in tax positions
(Financial Accounting Standards Board-Accounting Standards Codification 740) requires the Trustee
to determine whether a tax position of the Sub-Trust is more likely than not to be sustained upon
examination, including resolution of any related appeals or litigation processes, based on the
technical merits of the position. For tax positions meeting the more likely than not threshold,
the tax amount recognized in the financial statements is reduced by the largest benefit that has
a greater than fifty percent likelihood of being realized upon ultimate settlement with the
relevant taxing authority. The Trustee has reviewed the Sub-Trust®"s tax positions and has
concluded that no provision for taxes is required in the financial statements. There are
currently no interests or penalties related to uncertain tax positions.

As of December 31, 2016, the tax years that remain subject to examination vary by the major tax
jurisdictions, other than the U.S., and under the statute of limitations range from the year 2010
(commencement of operations) to current fiscal year. The years subject to examination by U.S.
federal jurisdiction include the years of 2010 (commencement of operations) through December 31,
2016.

8. FEES AND EXPENSES

(A) Administrator and Transfer Agent Fees. Brown Brothers Harriman & Co. (the “ Administrator”
and" Transfer Agent” ) receives a fee accrued daily and paid monthly based on the Net Asset Value
of the Sub-Trust. The Administrator and Transfer Agent receives an annual fee of 0.05% on the
first $500,000,000; 0.04% on the next $500,000,000 and 0.03% on assets over $1,000,000,000,
subject to a minimum annual fee of $45,000. The fees earned by the Administrator and Transfer
Agent during the year ended December 31, 2016 and outstanding fees payable to the Administrator
and Transfer Agent as of December 31, 2016 have been disclosed in the Statement of Operations and
the Statement of Assets and Liabilities, respectively.

(B) Custodian Fees. The Trustee has a custody agreement with the Custodian for which the
Custodian receives a fee calculated and paid monthly based on total assets and transaction
volume. The Custodian earns an annual minimum fee of $5,000. The fees earned by the Custodian
during the year ended December 31, 2016 and outstanding fees payable to the Custodian as of
December 31, 2016 have been disclosed in the Statement of Operations and the Statement of Assets
and Liabilities, respectively.
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(C) Trustee Fees. The Trustee receives a fee of 0.01% of the Net Asset Value of the Sub-Trust,
subject to a minimum fee of US$10,000 per annum. Fees are accrued daily and paid on a monthly
basis. The fees earned by the Trustee during the year ended December 31, 2016 and outstanding
fees payable to the Trustee as of December 31, 2016 have been disclosed in the Statement of
Operations and the Statement of Assets and Liabilities, respectively.

(D) Investment Advisor Fees. The Investment Advisor receives an annual fee of 0.38% of the Net
Asset Value of the Sub-Trust. Fees are accrued daily and paid on a quarterly basis. The fees
earned by the Investment Advisor during the year ended December 31, 2016 and outstanding fees
payable to the Investment Advisor as of December 31, 2016 have been disclosed in the Statement of
Operations and the Statement of Assets and Liabilities, respectively.

(E) Agent Company Fees. Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. (the" Agent Company” )
receives an annual fee of 0.05% per annum of the Net Asset Value of each class of the Sub-Trust.
The Agent Company ensures compliance with the rules and requirements of the Japan Securities
Dealer™s Association, is responsible for distributing fund documents, publicizing the Net Asset
Value and making available the financial statements of the Fund in Japan. Fees are accrued daily
and made in quarterly payments. The fees earned by the Agent Company during the year ended
December 31, 2016 and outstanding fees payable to the Agent Company as of December 31, 2016 have
been disclosed in the Statement of Operations and the Statement of Assets and Liabilities,
respectively.

(F) Distributor Fees. Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., (the “ Distributor” )
receives a fee of 0.45% per annum of the Net Asset Value of each class of the Sub-Trust. Fees are
accrued daily and paid on a quarterly basis. The fees earned by the Distributor during the year
ended December 31, 2016 and outstanding fees payable to the Distributor as of December 31, 2016
have been disclosed in the Statement of Operations and the Statement of Assets and Liabilities,
respectively.

(G) Manager Fees. The Manager receives a fee of 0.04% per annum of the Net Asset Value of the
Sub-Trust. Fees are accrued daily and paid on a quarterly basis. The fees earned by the Manager
during the year ended December 31, 2016 and outstanding fees payable to the Manager as of
December 31, 2016 have been disclosed in the Statement of Operations and the Statement of Assets
and Liabilities, respectively.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2016

(H) Other Expenses. The Sub-Trust may bear other expenses related to its operations that are not
covered by the investment advisor, administrative, custody and transfer agent fees including but
not limited to governmental fees; brokerage fees and commissions and other portfolio transaction
expenses; costs of borrowing money, including interest expenses; extraordinary expenses,
including costs of litigation and indemnification expenses; organizational expenses; and audit
fees.

9. RELATED PARTY TRANSACTIONS

The Sub-Trust is permitted to enter into forward foreign currency contracts and time deposits
with Brown Brothers Harriman & Co., a related party to the Trustee. All forward foreign currency
contracts and time deposits with Brown Brothers Harriman & Co. as of December 31, 2016 have been
disclosed in the Schedule of Investments. During the year ended December 31, 2016, there was net
realized gain of $3,328 on forward foreign currency contracts with Brown Brothers Harriman & Co.
which is disclosed in the Statement of Operations.

10. RECENT ACCOUNTING PRONOUNCEMENTS

On January 5, 2016, the FASB issued ASU 2016-01, Financial Instruments - Overall (Subtopic 825-
10): Recognition and Measurement of Financial Assets and Financial Liabilities. The update
intends to enhance the reporting model for financial instruments to provide users of financial
instruments with more decision-useful information and addresses certain aspects of the
recognition, measurement, presentation, and disclosure of financial instruments. The ASU will
also address measurement of credit losses on financial assets. ASU 2016-01 is effective for
fiscal years beginning after December 15, 2017, including interim periods within those fiscal
years. Early application is permitted.

At this time, it is not anticipated that these changes will have an impact on the financial
statements.

11. SUBSEQUENT EVENTS

The management has evaluated all subsequent transactions and events through May 11, 2017, the
date on which these financial statements were available to be issued. Effective January 1, 2017
through May 11, 2017, there were subscriptions of $2,057,730 and redemptions of $5,666,708.
During the same period, there were distributions of $570,972. There are no other subsequent
events to report as relates to the Sub-Trust.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Schedule of Investments

December 31, 2016

(Expressed in United States Dol lar)

0

INVESTMENT IN UNDERLY ING SUB-TRUST -98.6% Units  of Net Value
Assets

World Investment Grade Bond Fund (A Series Trust of Kokusai 4,108,431,757 98.6% S 37,131,819

Trust) - USD-hedged (F) Class

TOTAL INVESTMENT IN UNDERLY ING SUB-TRUST

(Identified cost $37,616,997) 8.6 $ 37,131,819

CASH AND OTHER ASSETS IN EXCESS OF LIABILITIES 1.4 513,196

NET ASSETS 100.0% $ 37,645,015

Sub-Trust Level Forward Foreign Currency Contracts Outstanding at December 31, 2016

Net Unrealized

Bu Counterpart Contract Settlement sell Contract Unrealized Unrealized Appreciation/

Y party Amount Date Amount Appreciation  (Depreciation) (Dpeppreciation)

AUD Citibank N.A. 54,926 01/04/2017 usD 39,360 $ 217 $ - $ 277
usb Citibank N.A. 81,894 01/04/2017 AUD 114,281 - (577) (577)
$ 2717 $ 677) $ (300)

AUD-denominated AUD-hedged class Forward Foreign Currency Contracts Outstanding at December 31, 2016

Net Unrealized

Bu Counterpart Contract Settlement sell Contract Unrealized Unrealized Appreciation/
y party Amount Date Amount Appreciation  (Depreciation) (Dlzeppr"aecciaatioon)
AUD Citibank N.A. 26,810,748 02/02/2017 usD 19,363,825 $ - $ (30,665) $ (30,665)
$ -3 (30,665) $ (30,665)

EUR-denominated EUR-hedged class Forward Foreign Currency Contracts Outstanding at December 31, 2016

Net Unrealized

Bu Counterpart Contract Settlement sell Contract Unrealized Unrealized Appreciation/
Y party Amount Date Amount Appreciation  (Depreciation) (Drzappreciation)
EUR Citibank N.A. 202,206 02/02/2017 usD 210,035 $ 3,144 3 - $ 3,144
$ 3,144  $ - $ 3,144

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Schedule of Investments (continued)

December 31, 2016

(Expressed in United States Dol lar)

At December 31, 2016, the Sub-Trust owned 20.68% of the World Investment Grade Bond Fund®s net
assets. The Sub-Trust®s proportional share of the fair value of individual issuers in the
Underlying Sub-Trust that exceeded 5% of the Sub-Trust®s net asset were as follows:

SHORT TERM INVESTMENTS

Description Principal Amount Fair Value Sub-Trust®s Proportional Share of Fair Value

JPMorgan Chase & Co. usb 15,320,921  $ 15,320,921 $ 3,168,837

Currency Abbreviations:
AUD - Australian Dollar
CAD - Canadian Dol lar
EUR - Euro

GBP - Great British Pound
USD - United States Dollar

Value of Derivative Instruments

The following table is a summary of the Sub-Trust"s derivative positions inclusive of potential
netting arrangements. For additional information on derivative instruments, please refer to the
Derivative Instruments section in Note 2 and the Risk Factors section in Note 5 of the
accompanying Notes of Financial Statements

Value of Value of
Derivative Derivative Collateral Collateral
Counterparty Assets Liabilities Received Pledged Net”
Over-the-Counter Derivatives
Forward Foreign Currency Citibank N.A. $ 3,421 $ (31,242) % - $ - $ (27,821)
Contracts
Total Derivatives subject to $ 3,421 $ (31,242) $ _ $ _ $ (27,821)

Master Netting Agreements

" Net amount represents the receivable/(payable) that would be due from/(to) the counterparty in
an event of default. Netting may be allowed across transactions traded under the same legal
agreement with the same legal entity.

The accompanying notes are an integral part of these financial statements.
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2015 12 31
2015 12 31

( 42,651,485 ) 41,656,674 4,635,971
927,579 103,230
440,409 49,013
1,527,945 170,045
197,880 22,022
711 79
44,751,198 4,980,361

76
24 3
1,391,260 154,833
3,112,587 346,400
232,255 25,848
84,897 9,448
46,224 5,144
31,353 3,489
12,925 1,438
10,940 1,218
5,137 572
4,528 504
2,500 278
4,934,706 549,183
39,816,492 4,431,177
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21,090,953 2,347,212
353,677 39,361
18,371,862 2,044,605
39,816,492 4,431,177
315,803
328,860
197,612
66.79 7,433
1.0755 120
92.97 10,347
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2015 12 31

1,041,767 115,938
1,041,767 115,938
140,981 15,690
133,939 14,906
62,693 6,977
58,752 6,539
51,505 5,732
43,810 4,876
14,881 1,656
14,841 1,652
10,023 1,115
1,677 187
533,102 59,329
508,665 56,609
(660,440) (73,500)
736,814 82,000
(2,486,557) (276,729)
(2,410,183) (268,229)
(1,505,331) (167,528)
464,729 51,720
(1,040,602) (115,809)
(3,450,785) (384,038)
(2,942,120) (327,429)
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2015 12 31

508,665 56,609
(2,410,183) (268,229)
(1,040,602) (115,809)
(2,942,120) (327,429)
(1,849,369) (205,816)
21,634,314 2,407,683
16,842,825 1,874,438
22,973,667 2,556,739
39,816,492 4,431,177
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2015 12 31
*
307,951
(15,025) (5,756)
292,926 (5,756)
22,147,625 2,464,809
(1,045,497) (116,353) (239,544) (26,659)
21,102,128 2,348,456 (239,544) (26,659)
*
122,660
(391) (83,150)
(391) 39,510
139,800 15,558
(24,191) (2,692) (90,088) (10,026)
(24,191) (2,692) 49,712 5,532

*2015 12 31
**2015 11 16

153/331




EDINETOOOO

O00D0Oo00oDOo00ooO00o0bO000bD00ooOodnE3992)

Ooooooooooooooooooad

2015 12 31
**
*
6,650
(100, 000) (83,237)
(100,000) (76,587)
271,692 30,237
(8,127,672) (904,529) (3,202,415) (356,397)
(8,127,672) (904,529) (2,930,723) (326,160)
*
171,149
(2,785) (47,853)
(2,785) 123,296
16,536,651 1,840,364
(182,111) (20,267) (4,549,936) (506, 362)
(182,111) (20,267) 11,986,715 1,334,002

* 2015 12 31
** 2015 11 16
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2015 12 31
@
80.80 8,992 1.2185 136
£ 0.03 3 0.0228 3
(8.60) (957) (0.1591) (18)
(8.57) (954) (0.1363) (15)
(5.44) (605) (0.0067) )
66.79 7,433 1.0755 120
() (10.88) (11.20)
21,090,953  2,347,212,159 353,677 39,360,713
1.60 1.52
0.05 2.06
98.40 10,951
£ 0.99 110
(2.82) (314)
(1.83) (204)
(3.60) (401)
92.97 10,347
&) (1.91)

18,371,862 2,044,604,522
1.55
1.03

I+

@
@
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2015 12 31

2010 10 26

2010

2015 11 16

2015 12 31

(F

2015 12 31
91.63
0.9780

946
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41,656,674 41,656,674
(F
41,656,674 41,656,674
440,409 440,409
24 24
2015 12 31
2015 12 31
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®
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873,923
26,763
1,773
2,077
403,081
10,800

530,952

1,849,369

(E

(F
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815 10 50
2015 12 31
815
440,409
24
2015 12 31
815
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417,387
10,812,511
221,042
24,723
356,251
8,462,152
3,572,892

130,802

2015 12
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2015 12 31
2015 12 31

3.1

2009

2010 19

1933
1940

Q)
Q) Q)

(F)
2015 12 31

0.8531 0.5029 1.2493 0.8172 0.8364 1.1684
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2015 12 31

2015 12 31
4,854,990 4,854,990
867,906 867,906
5,000,244 5,000,244
1,122,332 1,122,332
18,163,412 18,163,412
1,116,617 1,116,617
4,897,589 4,897,589
258,596 258,596
12,784,388 12,784,388
1,551,296 1,551,296
840,642 840,642
14,635,073 14,635,073
223,495 223,495
9,339,707 9,339,707
6,897,870 6,897,870
2,465,990 2,465,990
4,206,248 4,206,248
45,362,231 45,362,231
152,123,904 152,123,904
4,364,845 4,364,845
4,364,845 286,712,530 291,077,375
212,067 212,067
4,546,096 4,546,096
(213,969) (213,969)
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2015 12 31
815

4,546,096 4,546,096
212,067 212,067
4,546,096 212,067 4,758,163

(213,969) (213,969)
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2015 12 31
815

(2,784,928) (2,784,928)

513,600 513,600

(2,784,928) 513,600 (2,271,328)

3,669,268 3,669,268

260,394 260,394

3,669,268 260,394 3,929,662

2015 12 31

130,659,030
6,858,344
12,797,515
1,041,024
6,244,544

247,728,442

2015 12 31
44,918,458
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Statement of Assets and Liabilities

December 31, 2015
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(Expressed in United States Dol lar)

Assets
Investment in Underlying Sub-Trust (cost $42,651,485)
Cash
Unrealized appreciation on forward foreign currency contracts
Receivables for:
Sub-Trust units sold
Investments sold
Other assets
Total assets

Liabilities
Due to custodian
Unrealized depreciation on forward foreign currency contracts
Payables for:
Investment purchased
Sub-Trust units redeemed
Settled forward foreign currency contracts
Investment advisor fees
Distributor fees
Professional fees
Administrator and transfer agent fees
Custodian fees
Agent company fees
Manager fees
Trustee fees
Total liabilities
Net assets

Net assets

AUD-denominated AUD-hedged class
EUR-denominated EUR-hedged class
USD-denominated USD-hedged class

184/331

41,656,674
927,579
440,409

1,527,945
197,880
711

44,751,198

76
24

1,391,260
3,112,587
232,255
84,897
46,224
31,353
12,925
10,940
5,137
4,528
2,500

4,934,706

39,816,492

21,090,953
353,677
18,371,862

& B B

39,816,492
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Units outstanding

AUD-denominated AUD-hedged class 315,803
EUR-denominated EUR-hedged class 328,860
USD-denominated USD-hedged class 197,612

Net asset value per unit

AUD-denominated AUD-hedged class $ 66.79
EUR-denominated EUR-hedged class $ 1.0755
USD-denominated USD-hedged class $ 92.97

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection

A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)
Statement of Operations

For the Year Ended December 31, 2015

(Expressed in United States Dol lar)

Investment Income
Income distributions from the Underlying Sub-Trust
Total investment income

Expenses

Investment advisor fees
Distributor fees
Professional fees
Printing fees
Administrator and transfer agent fees
Custodian fees
Agent company fees
Manager fees
Trustee fees
Registration fees

Total expenses

Net investment income

REAL1ZED AND UNREALIZED GAIN (LOSS):
Net realized gain (loss) on:
Sales of Underlying Sub-Trust

Realized gain distributions from the Underlying Sub-Trust
Foreign currency transactions and forward foreign currency

contracts
Net realized loss

$ 1,041,767
1,041,767

140,981
133,939
62,693
58,752
51,505
43,810
14,881
14,841
10,023
1,677
533,102

508,665

(660,440)
736,814

(2,486,557)
(2,410, 183)

Net change in unrealized appreciation (depreciation) from:

Investment in the Underlying Sub-Trust

Foreign currency translations and forward foreign currency

contracts
Net change in unrealized depreciation

Net realized and unrealized loss

Decrease in net assets from operations

(1,505,331)
464,729
(1,040,602)

(3,450,785)

$ (2,942,120)

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Statement of Changes in Net Assets

For the Year Ended December 31, 2015
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(Expressed in United States Dol lar)

Net increase (decrease) in net assets from operations
Net investment income
Net realized loss
Net change in unrealized depreciation

Decrease in net assets from operations

Distributions to unitholders

Net increase in net assets resulting from Sub-Trust unit transactions

Net increase in net assets

Net Assets
Beginning of year
End of year

508, 665
(2,410,183)
(1,040, 602)

(2,942,120)

(1,849,369)
21,634,314

16,842,825

22,973,667

39,816,492

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Statement of Changes in Net Assets (continued)

For the Year Ended December 31, 2015

(Expressed in United States Dol lar)

AUD-denominated AUD-denominated

AUD-denominated EUR-denominated

AUD-hedged class 2?;2,‘? dged :;?2;2? dged EUR-hedged class

Sub-Trust unit transactions
Units

Issued 307,951 - - 122,660

Redeemed (15,025) (5,756) (391) (83,150)
Net change in units 292,926 (5,756) (391) 39,510
Amounts

Issued $ 22,147,625 $ - 3 - $ 139,800

Redeemed (1,045,497) (239,544) (24,191) (90,088)
Net increase/(decrease) resulting from Sub- $ 21,102,128  $ (239,544) $ (24,191) $ 49,712

Trust unit transactions

* Classes closed on December 31, 2015.

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Statement of Changes in Net Assets (continued)

For the Year Ended December 31, 2015

(Expressed in United States Dol lar)

USD-denominated

JPY-denominated USD-denominated USD-denominated

Class §* BRL-hedged class* é?z;Z?dged USD-hedged class

Sub-Trust unit transactions
Units

Issued - 6,650 - 171,149

Redeemed (100,000) (83,237) (2,785) (47,853)
Net change in units (100,000) (76,587) (2,785) 123,296
Amounts

Issued $ - 3 271,692 $ - $ 16,536,651

Redeemed (8,127,672) (3,202,415) (182,111) (4,549,936)

Net increase/(decrease) resulting from Sub-

TruSt Uit transactions $ (8,127,672) $  (2,930,723) $ (182,111) $ 11,986,715

* Classes closed on December 31, 2015.
** Class closed on November 16, 2015.

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Financial Highlights

For the Year Ended December 31, 2015

(Expressed in United States Dol lar)

EUR-denominated

AUD-denominated EUR-hedged class

USD-denominated

AUD-hedged class USD-hedged class
Net asset value per unit, beginning of year $ 80.80 $ 1.2185 $ 98.40
Net investment income * 0.03 0.0228 0.99
Net realized and unrealized gain (loss) from
investments activities (8-60) (0.1591) (2-82)
Total gain (loss) from investment operations (8.57) (0.1363) (1.83)
Distributions to unitholders (5.44) (0.0067) (3.60)
Net asset value per unit, end of year $ 66.79 $ 1.0755 $ 92.97
Total return @ (10.88%) (11.20%) (1.91%)
Net assets, end of year $ 21,090,953 $ 353,677 $ 18,371,862
Ratio of expenses to average net assets 1.60% 1.52% 1.55%
Ratio of net investment income to average net 0.05% 2 06% 1.03%
assets

+

* Calculated based on average units outstanding throughout the year.

(M Total return assumes the effect of reinvested distributions.

(2 As Discused in Note 2, EUR-denominated EUR-hedged class per unit is calculated and rounded off to four
decimal places.

The accompanying notes are an integral part of these financial statements.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

1. ORGANIZATION

Gaikadate World Investment Grade Bond Open Currency Selection (* the* Sub-Trust” ) asub-trust of
Kokusai Cayman Trust (the "Trust'), was established under an open-ended Cayman Islands (the* Cayman
Islands” ) unit trust formed on October 26, 2010. The Trust was establ ished pursuant to a trust deed
executed by Brown Brothers Harriman Trust Company (Cayman) Limited (the" Trustee” ) and Mitsubishi UFJ
Global Custody S.A. (the* Manager” ), under the laws of the Cayman Islands on August 3, 2010.

The Trustee is licensed to carry on business as a trust company under the Cayman Island Banks and Trust
Companies Law (as amended) .

The units of the Sub-Trust were issued inmultiple classes. Currently, the Manager offers three classes
of units for subscription: AUD-denominated AUD-hedged class, EUR-denominated EUR-hedged class and USD-
denominated USD-hedged class. JPY-denominated Class S was closed on November 16, 2015, and the following
four classes closed on December 31, 2015: AUD-denominated BRL-hedged class, AUD-denominated IDR-hedged
class, USD-denominated BRL-hedged class and USD-denominated IDR-hedged class

The principal investment objective of the Sub-Trust is to seek to obtain stable income profits and
capital appreciation by investing mainly in USD-hedged (F) Class of World Investment Grade Bond Fund, a
series trust of Kokusai Trust (the* Underlying Sub-Trust” ), which invests mainly in corporate bonds
and sovereign bonds issued outside of Japan with investment grade credit ratings (equivalent to BBB or
higher). The Underlying Sub-Trust may invest in corporate bonds issued by Japanese companies, which are
issued outside of Japan and denominated in currencies other than JPY.

The functional and reporting currency of the Sub-Trust is the United States Dollar (the “ functional
currency” or“ USD” ). The Trustee may designate a class in an operational currency. Subscription for,
and redemptions of, units are processed in operational currency of the class, and the net asset value per
unit of the class is calculated and quoted in such operational currency. The operational currency of AUD-
denominated AUD-hedged class is the Australian Dollar, for EUR-denominated EUR-hedged class it is the
Euro and for the USD-denominated USD-hedged class it is the United States Dollar. The net asset values
per unit in the operational currency for classes AUD-denominated AUD-hedged class, and EUR-denominated
EUR-hedged class at December 31, 2015 were AUD 91.63 and EUR 0.9780, respectively.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

Each class of the Sub-Trust will invest mainly in global investment grade bonds through investment in the
Underlying Sub-Trust.

The Sub-Trust has met the definition of an Investment Company under the interpretation of the guidance in
ASC 946.

The investment advisor of the Sub-Trust is Mitsubishi UFJ Kokusai Asset Management Co., Ltd. (formerly,
Kokusai Asset Management Co., Ltd.) (the* Investment Advisor” ).

2. SIGNIFICANT ACCOUNTING POLICIES

The Sub-Trust"s financial statements reflect the period from January 1, 2015 to December 31, 2015, which
is the Sub-Trust"s fiscal year end. The following is a summary of significant accounting policies
consistently fol lowed by the Sub-Trust in the preparation of its financial statements in conformity with
accounting principles generally accepted in the United States of America (* U.S. GAAP” ). The
preparation of financial statements in accordance with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts and disclosures in the financial statements. Actual
results could differ from those estimates.

(A) Determination of Net Asset Value of Units. The Sub-Trust"s net asset value will be calculated each
business day and at such other times as the Manager may determine (each an“ Accounting Date” ). The Sub-
Trust”"s Net Asset Value (* Net Asset Value” ) is calculated taking into account all assets and
liabilities of the Sub-Trust, including, without limitation, administration, legal, audit and other
professional fees and expenses. A* Business Day” is any day onwhich (1) federal, state or local banks
are open for business in New York, London, and Tokyo and (2) the London Stock Exchange and the New York
Stock Exchange are open for trading, or such other days as the Manager may from time to time determine.

The Net Asset Value and Net Asset Value per unit of EUR-denominated EUR-hedged class is calculated and
rounded off to four decimal places by Brown Brothers Harriman & Co. (the “ Administrator” ) as of the
close of business on each Business Day. Classes other than EUR-denominated EUR-hedged class are
calculated and rounded off to two decimal places by the Administrator as of the close of business on each
Business Day.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

Fair Value Measurements. In accordance with the authoritative guidance on fair value measurements and
disclosures under U.S. GAAP, the Sub-Trust discloses the fair value of its investments in a hierarchy
that prioritizes the inputs to valuation techniques used to measure the fair value. The hierarchy gives
the highest priority to valuations based upon unadjusted quoted prices in active markets for identical
assets or liabilities (Level 1 measurement) and the lowest priority to valuations based upon
unobservable inputs that are significant to the valuation (Level 3 measurement). The guidance
establishes three levels of the fair value hierarchy as fol lows:

e Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities;

« Level 2 - fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived fromprices); and

e Level 3 - fair value measurements are those derived from valuation techniques that include inputs for
the asset or liability that are not based on observable market data (unobservable inputs).

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that
market participants use to make valuation decisions, including assumptions about risk. Inputs may
include price information, specific and broad credit data, liquidity statistics, and other factors. A
financial instrument”s level within the fair value hierarchy is based on the lowest level of any input
that is significant to the fair value measurement. However, the determination of what constitutes

“ observable” requires significant judgment by the Investment Advisor. The Investment Advisor
considers observable data to be that market data which is readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by independent sources that are
actively involved in the relevant market. The categorization of a financial instrument within the
hierarchy is based upon the pricing transparency of the instrument and does not necessarily correspond
to the Trustee”s perceived risk of that instrument.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

At December 31, 2015, investment in the Underlying Sub-Trust and derivatives were valued based on Level 2
inputs. The Sub-Trust uses the net asset value per share as a practical expedient to value its
investments in funds, and the” market approach” to value its derivatives. The Sub-Trust fol lows the
authoritative guidance under U.S. GAAP for estimating the fair value of investments in the Underlying
Sub-Trust that has calculated Net Asset Value per share in accordance with the specialized accounting
guidance for Investment Companies. Accordingly, if the Sub-Trust determines that the Net Asset Value per
share of an investment is indicative of fair value, the Sub-Trust records the fair value of an investment
in an investment company using the Net Asset Value per share of the investment (or its equivalent)
without further adjustment (the" practical expedient” ). The guidance permits the Sub-Trust to use the
practical expedient only if the Net Asset Value per share of the investment is determined in accordance
with the specialized accounting guidance for Investment Companies as of the reporting entity"s
measurement date. Investments in the Underlying Sub-Trust are valued at fair value based on the closing
Net Asset Value each Business Day.

Derivative Instruments Derivative instruments can be exchange-traded or privately negotiated over-
the-counter (* OTC” ). Exchange-traded derivatives, such as futures contracts, exchange-traded option
contracts and forward foreign currency contracts, are typically classified within Level 1 or Level 2 of
the fair value hierarchy depending on whether or not they are deemed to be actively traded.

OTC derivatives, including forward foreign currency contracts are valued by the Trustee using
observable inputs, such as quotations received from the counterparty, dealers or brokers, whenever
available and considered reliable. In instances where models are used, the value of an OTC derivative
depends upon the contractual terms of, and specific risks inherent in, the instrument as well as the
availability and reliability of observable inputs. Such inputs include market prices for reference
securities, yield curves, credit curves and correlation of such inputs. Certain OTC derivatives, such as
forward foreign currency contracts, have inputs which can generally be corroborated by market data and
are therefore classified within Level 2.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

Those OTC derivatives that have less liquidity or for which inputs are unobservable are classified
within Level 3. While the valuations of these less liquid OTC derivatives may utilize some Level 1 and/or
Level 2 inputs, they also include other unobservable inputs which are considered significant to the fair
value determination. At each measurement date, the Trustee updates the Level 1 and Level 2 inputs to
reflect observable inputs, though the resulting gain and losses are reflected within Level 3 due to the
significance of unobservable inputs.

The following table presents the financial instruments carried on the Statement of Assets and
Liabilities by caption and by level within the valuation hierarchy as of December 31, 2015*:

(Unadjusted)
Quoted
Prices in
Active Significant
Markets for Other Significant
ldentical Observable Unobservable
Investments Inputs Inputs Fair Value at
Investments*: (Level 1) (Level 2) (Level 3) 12/31/15
Investment in Underlying Sub-Trust
World Investment Grade Bond Fund (A Series
of Kokusai Trust) USD-hedged (F) Class $ - § 41,656,674 3 - § 41,656,674
Total Investments in Underlying Sub-Trust $ - $ 41,656,674 $ - $ 41,656,674
Financial Derivative Instruments*™
Assets
Forward Foreign Currency Contracts $ - 3 440,409 $ - 3 440,409
Liabilities
Forward Foreign Currency Contracts $ - $ 24 $ - 3 24

* For further information on categories of securities refer to the Schedule of Investments.
" Financial derivative instruments such as forward foreign currency contracts are valued at the
unrealized appreciation/(depreciation) on the instruments.

During the year ended December 31, 2015, there were no transfers between levels. The Fund accounts for
investments it transfers in and out of each level at the end of the year.

There were no securities valued as Level 3 as of December 31, 2015.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

(B) Investment Transactions and Investment Income. Purchases and sales of the Underlying Sub-Trust are
recorded as of the trade date for financial reporting purposes. Gains and losses are recorded on an
identified cost basis. Distributions of income or realized gains from the Underlying Sub-Trust
investments funds are recorded on ex-dividend date. Distributions of return of capital by the Underlying
Sub-Trust are recorded as a reduction in the cost of the investment. Interest Income is allocated
among the classes based on their proportional shares at the distributions day.

(C) Expenses. The Sub-Trust bears its own expenses, including but not limited to Investment Advisor,
administration and accounting, custody, transfer agent, audit fees and other expenses associated with
the operation of the Sub-Trust. Expense items are recorded on the accrual basis.

(D) Distribution Policy. The Manager may, in its discretion, declare distributions in respect of each
class on the 15th day of every month, out of net investment income, net realized and unrealized capital
gains and capital available for distribution. Distributions will be made to unitholders within five (5)
Business Days from (and including) the declaration of distribution.

Distributions declared and paid during the year ended December 31, 2015 are as follows:

Distributions to Unitholders Amount
AUD-denominated AUD-hedged class $ 873,923
AUD-denominated BRL-hedged class 26,763
AUD-denominated IDR-hedged class 1,773
EUR-denominated EUR-hedged class 2,077
USD-denominated BRL-hedged class 403,081
USD-denominated IDR-hedged class 10,800
USD-denominated USD-hedged class 530,952

Total $ 1,849,369
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

(E) Cash and Foreign Currency. The functional and reporting currency for the Sub-Trust is the United
States Dol lar. The fair values of foreign securities, currency holdings and other assets and liabilities
are translated into the Sub-Trust"s functional currency based on the current exchange rates each
Business Day. Fluctuations in the value of currency holdings and other assets and liabilities resulting
from changes in exchange rates are recorded as unrealized foreign currency gains or losses. Realized
gains or losses and unrealized appreciation or depreciation on investment securities and income and
expenses are translated on the respective dates of such transactions and the reporting date,
respectively. The effects of changes in foreign currency exchange rates on investments in securities and
derivatives are not segregated on the Statement of Operations from the effects of changes in market
prices and values of those securities, but are included with net realized and unrealized gain or loss.

(F) Forward Foreign Currency Contracts. The Sub-Trust enters into forward foreign currency contracts in
connection with settling planned purchases or sales of securities to hedge the currency exposure
associated with some or all of a Sub-Trust"s securities or as a part of an investment strategy. A forward
foreign currency contract is an agreement between two parties to buy and sell a currency at a set price on
a future date. The fair value of a forward foreign currency contract fluctuates with changes in forward
foreign currency exchange rates. Forward foreign currency contracts are marked to market daily based on
rates obtained from pricing vendors and the change in value is recorded by the Sub-Trust as an unrealized
gainor loss. Realized gains or losses equal to the difference between the value of the contract at the
time it was opened and the value at the time it was closed are recorded upon delivery or receipt of the
currency. Gains and losses arising from class specific foreign currency contracts are allocated to those
specific classes.

The Sub-Trust may use derivative instruments to hedge its investments or to seek to enhance returns.

Derivatives al low the Sub-Trust to increase or decrease its risk exposure more quickly and efficiently
than other types of instruments.

197/331



EDINETOOOO
O00D0Oo00oDOo00ooO00o0bO000bD00ooOodnE3992)
Ooooooooooooooooooad

Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

The Sub-Trust may use forward foreign currency contracts for hedging purposes, including anticipatory
hedges. Hedging is a strategy in which the Sub-Trust uses a derivative to offset the risks associated
with other Sub-Trust holdings. While hedging can reduce losses, it can also reduce or eliminate gains or
cause losses 1T the market moves in a manner different from that anticipated by the Sub-Trust or if the
cost of the derivative outweighs the benefit of the hedge. Hedging also involves the risk that changes in
the value of the derivative will not match those of the holdings being hedged as expected by the Sub-
Trust, inwhich case any losses on the holdings being hedged may not be reduced and may be increased.
There can be no assurance that the Sub-Trust"s hedging strategy will reduce risk or that hedging
transactions will be either available or cost effective. The Sub-Trust is not required to use hedging and
may choose not to do so. Use of derivatives to seek to enhance returns may be considered speculative.

ASC 815-10-50 requires disclosures about derivative instruments and hedging activities. It requires
that the Sub-Trust disclose: a) how and why an entity uses derivative instruments, b) how derivative
instruments and related hedged items are accounted for and ¢) how derivative instruments and related
hedged items affect an entity"s financial position, financial performance and cash flows.

The fair value of the forward foreign currency contracts is included in the Statement of Assets and
Liabilities with changes in fair value reflected as realized gain (loss) or net change in unrealized gain
(loss) within the Statements of Operations. During the period, the Sub-Trust"s transactions in
derivative instruments consisted of only forward foreign currency contracts.

Fair Values of Derivative Instruments on the Statement of Assets and Liabilities as at December 31,
2015
Derivatives not accounted for as hedging instruments under ASC 815

Foreign

Location exchange risk*

Asset derivatives
Unrealized appreciation on forward foreign currency contracts 3 440,409

Liability derivatives
Unrealized (depreciation) on forward foreign currency contracts $ (24)

*Gross value is presented in the Statement of Assets and Liabilities in the unrealized appreciation
(depreciation) on open forward foreign currency contracts.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

Effect of Derivative Instruments on the Statement of Operations for the year ended
December 31, 2015
Derivatives not accounted for as hedging instruments under ASC 815

Foreign

Location exchange risk

Realized gain/(loss) on derivatives recognized as a result from operations

Net realized (loss) on forward foreign currency contracts $ (2,559,252)

Change in unrealized appreciation/(depreciation) on derivatives recognized
as a result from operations

Net change in unrealized appreciation on forward currency contracts $ 465,769

During the year ended December 31, 2015, the average monthly notional amounts of open forward foreign
currency contracts were:

Sub-Trust Level™* $ 417,387
AUD-denominated AUD-hedged class $ 10,812,511
AUD-denominated BRL-hedged class** $ 221,042
AUD-denominated IDR-hedged class™* $ 24,723
EUR-denominated EUR-hedged class $ 356,251
JPY-denominated Class $*** $ 8,462,152
USD-denominated BRL-hedged class™ $ 3,572,892
USD-denominated IDR-hedged class™ $ 130,802

* Forward foreign currency contracts held for all classes.
** Classes closed on December 31, 2015.

Fkk

Class closed on November 16, 2015.

The Sub-Trust is a party to master netting agreements, such as an International Swaps and Derivatives
Association Master Agreement, International Foreign Exchange Master Agreement or Foreign Exchange and
Options Master Agreement, with certain counterparties that govern over the counter derivative and
foreign exchange contracts entered into from time to time. The Master Agreements may contain provisions
regarding, among other things, the parties” general obligations, representations, agreements,
collateral requirements, events of default and early termination.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

December 31, 2015

Collateral requirements are determined based on the Sub-Trust*s net position with each counterparty.
Collateral can be in the form of cash or debt securities issued by the U.S. Government or related agencies
or other securities as agreed to by the Sub-Trust and the applicable counterparty. With respect to
certain counterparties, in accordance with the terms of the Master Agreements, collateral posted to the
Sub-Trust, ifany, is held in a segregated account by the Sub-Trust"s custodian and with respect to those
amounts which can be sold or repledged, are presented in the Schedule of Investments. Non-Cash
Collateral pledged by the Sub-Trust, if any, is segregated by the Sub-Trust"s custodian and identified
in the Schedule of Investments. As of December 31, 2015, there were no securities or cash pledged as
collateral by the Sub-Trust.

Termination events applicable to the Sub-Trust may occur upon a decline in the Sub-Trust"s net assets
below a specified threshold over a certain period of time. Termination events applicable to
counterparties may occur upon a decline in the counterparty”s credit rating below a specified level. In
each case, upon occurrence, the other party may elect to terminate early and cause settlement of all
derivative and foreign exchange contracts outstanding, including the payment of any losses and costs
resulting from such early termination, as reasonably determined by the terminating party. Any decision
by one or more of the Sub-Trust®s counterparties to elect early termination could impact the Sub-Trust"s
future derivative activity.

3. UNDERLYING SUB-TRUST

The following information has been taken from the December 31, 2015 audited financial statements of the
Underlying Sub-Trust and is consistent with the information of the Underlying Sub-Trust as of December
31, 2015.

3.1 ORGANIZATION OF THE UNDERLY ING SUB-TRUST

World Investment Grade Bond Fund (the* Fund” ) is the second series of Kokusai Trust (the “ Trust” ),
established under an open-ended Cayman Islands units trust formed on September 2, 2009. The Trust was
established pursuant to a declaration of trust executed by Intertrust Trustees (Cayman) Limited (the
“ Trustee” ), atrust company incorporated under the laws of the Cayman Islands. The Fund commenced
operations on April 19, 2010.

Intertrust Trustees (Cayman) Limited will be referred to as the Underlying Sub-Trust"s Trustee for Note

3 only as ameans of differentiating from the Sub-Trust"s Trustee (Brown Brothers Harriman Trust Company
(Cayman) Limited) as defined in Note 1.
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Gaikadate World Investment Grade Bond Open Currency Selection
A sub-trust of Kokusai Cayman Trust

(An open-ended Cayman Islands Unit Trust)

Notes to Financial Statements
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3. UNDERLY ING SUB-TRUST (continued)

The Fund has been established for Japanese Investment Trusts that have been established by Mitsubishi
UFJ Kokusai Asset Management Co., Ltd. (formerly, Kokusai Asset Management Co., Ltd.).

The Fund is regulated as a mutual fund under the Mutual Funds Law (as amended) of the Cayman Islands

(* Mutual Funds Law” ) and has obtained a tax exemption certificate from the Cayman Islands Government.
Neither the units of the Trust nor the Fund have been or will be registered under the United States
Securities Act of 1933 and the Trust has not been and will not be registered under the United States
Investment Company Act of 1940.

The Underlying Sub-Trust"s Trustee is licensed to carry on business as a trust company under the Cayman
Island Banks and Trust Companies Law (as amended).

Currently, there are seven classes of units being offered to investors. Each class, except the USD-
hedged (F) Class will be subscribed to in Japanese Yen. The USD-hedged (F) Class will be subscribed for in
United States Dol lar. Each class, except USD-hedged (F) Class will be hedged against the United States
Dol lar for the noted currency of its class.

The functional and reporting currency of the Sub-Trust is the United States Dollar (the “ functional
currency” or“ USD” ). The Underlying Sub-Trust"s Trustee may designate a class in an operational
currency. Subscription for, and redemptions of, units are processed in operational currency of the
class, and the net asset value per unit of the class is calculated and quoted in such operational
currency. The operational currency of AUD Class, BRL Class, CNY Class, IDR Class, JPY Class and the USD
Class is the Japanese Yen, for USD-hedged (F) Class it is the United States Dol lar. The net asset values
per unit in the operational currency for classes AUD Class, BRL Class, CNY Class, IDR Class, JPY Class and
the USD Class at December 31, 2015 were JPY 0.8531, JPY 0.5029, JPY 1.2493, JPY 0.8172, JPY 0.8364 and JPY
1.1684, respectively.

The investment objective of the Fund is to seek to obtain income and capital appreciation by investing
mainly in global investment grade corporate bonds and government bonds, which shall be hedged against
non United States Dol lar currency exposure. United States Dol lar currency exposure shall be hedged
according to the currency of each class. The USD-hedged (F) Class will not be hedged by the Fund.
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3. UNDERLY ING SUB-TRUST (continued)

The Fund is an investment company and accordingly fol lows the investment company accounting and
reporting guidance of the Financial Accounting Standards Board (FASB) Accounting Standards
Codification Topic 946 Financial Services - Investment Companies.

The investment manager of the Fund is JPMorgan Asset Management (UK) Limited (the * Investment
Manager” ).

3.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES OF THE UNDERLY ING SUB-TRUST

The Fund®s financial statements reflect the period from January 1, 2015 to December 31, 2015, which is
the Fund"s Fiscal year end representing the last* Business Day” (any day on which the New York Stock
Exchange and banks in New York City and Japan are open for business) of December. The following is a
summary of significant accounting policies consistently fol lowed by the Fund in the preparation of its
financial statements in conformity with accounting principles generally accepted in the United States
of America (* U.S. GAAP” ). The preparation of financial statements in accordance with U.S. GAAP
requires management to make estimates and assumptions that affect the reported amounts and disclosures
in the financial statements. Actual results could differ from those estimates.

(A) Determination of Net Asset Value of Units. Brown Brothers Harriman & Co. (the “ Administrator” ),
subject to the ultimate authority of the Underlying Sub-Trust®s Trustee, will conduct all asset
valuations for the Fund. The Fund®s Net Asset Value (* Net Asset Value” ) will be calculated each
business day, except when the banks in London or the London Stock Exchange are closed and at such other
times as the Underlying Sub-Trust*"s Trustee may determine (each an* Accounting Date” ). The Fund"s Net
Asset Value is calculated taking into account all assets and liabilities of the Fund, including, without
limitation, administration, legal, audit and other professional fees and expenses. Net Asset Value per
unit for each class will be calculated in Japanese Yen and translated in United States Dol lar, except for
USD-hedged (F) Class which will calculate the Net Assets Value in United States Dol lars. The Net Asset
Value per unit for each class is normally calculated on each Business Day except when the banks in London
or the London Stock Exchange are closed and the Net Asset Value figure per unit is then adjusted up to 6
(six) decimal places.
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3. UNDERLY ING SUB-TRUST (continued)

(B) Security Valuation. For purposes of calculating the Net Asset Value, portfolio securities and other
assets for which market quotes are readily available are stated at fair value. Fair value is generally
determined on the basis of last reported sales prices, or if no sales are reported, based on quotes
obtained from a quotation reporting system, established market makers, or pricing services.

Securities and other assets for which market quotes are not readily available are valued at fair value as
determined in good faith by the Administrator with the help of the Investment Manager, subject to the
ultimate authority of the Underlying Sub-Trust"s Trustee. The Administrator has adopted methods for
valuing securities and other assets in circumstances where market quotes are not readily available. For
instance, certain securities or investments for which daily market quotes are not readily available may
be valued pursuant to guidelines established by the Administrator with reference to other securities or
indices.

Domestic and foreign fixed income securities and non-exchange-traded derivatives are normal ly valued on
the basis of quotes obtained from established market makers or pricing services. Prices obtained from
independent pricing services use information provided by market makers or estimates of market values
obtained from yield data relating to investments or securities with similar characteristics. Certain
Tixed income securities purchased on a delayed-delivery basis are marked to market daily until
settlement at the forward settlement date. Short-term investments having a maturity of 60 days or less
are stated at amortized cost, which approximates fair value. Exchange-traded options, futures and
options on futures are valued at the settlement price determined by the relevant exchange. Investments
initially valued in currencies other than the functional currency are converted to the functional
currency using exchange rates obtained from pricing services. As a result, the Net Asset Value of the
Fund®s units may be affected by changes in the value of currencies in relation to its functional
currency. The value of securities traded in markets outside the United States or denominated in
currencies other than the functional currency may be affected significantly on a day that the NYSE is
closed and the Net Asset Value may change on days when an investor is not able to purchase, request the
repurchase of, or exchange units.
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3. UNDERLY ING SUB-TRUST (continued)

Market quotes are considered not readily available in circumstances where there is an absence of current
or reliable market-based data (e.g., trade information, bid/asked information, broker quotes),
including where events occur after the close of the relevant market, that materially affect the values of
the Fund”s securities or assets. Inaddition, market quotes are considered not readily available when,
due to extraordinary circumstances, the exchanges or markets on which the securities trade, do not open
for trading for the entire day and no other market prices are available. The Underlying Sub-Trust"s
Trustee is responsible for monitoring significant events that may materially affect the values of the
Fund®s securities or assets and for determining whether the value of the applicable securities or assets
should be re-evaluated in light of such significant events.

When the Fund uses fair value pricing to determine its Net Asset Value, securitieswill not be priced on
the basis of quotes from the primary market in which they are traded, but rather may be priced by another
method that the Investment Manager or persons acting at their direction believe accurately reflects fair
value. Fair value pricing may require subjective determinations about the value of a security. While the
Fund®s policy is intended to result in a calculation of the Fund®s Net Asset Value that fairly reflects
security values as of the time of pricing, the Fund cannot ensure that fair values determined by the
Underlying Sub-Trust"s Trustee or persons acting at their direction would accurately reflect the price
that the Fund could obtain for a security if it were to dispose of that security as of the time of pricing
(for instance, in a forced or distressed sale). The prices used by the Fund may differ from the value that
would be realized if the securities were sold and the differences could be material to the financial
statements.

Fair Value Measurements - In accordance with the authoritative guidance on fair value measurements and
disclosures under U.S. GAAP, the Fund discloses the fair value of its investments in a hierarchy that
prioritizes the inputs to valuation techniques used to measure the fair value. The hierarchy gives the
highest priority to valuations based upon unadjusted quoted prices in active markets for identical
assets or liabilities (Level 1 measurement) and the lowest priority to valuations based upon
unobservable inputs that are significant to the valuation (Level 3 measurements). The guidance
establishes three levels of the fair value hierarchy as fol lows:
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3. UNDERLY ING SUB-TRUST (continued)

e Level 1 - Fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities;

« Level 2 - Fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived fromprices); and

e Level 3 - Fair value measurements are those derived from valuation techniques that include inputs for
the asset or liability that are not based on observable market data (unobservable inputs).

Inputs are used in applying the various valuation techniques and broadly refer to the assumptions that
market participants use to make valuation decisions, including assumptions about risk. Inputs may
include price information, specific and broad credit data, liquidity statistics, and other factors. A
financial instrument®s level within the fair value hierarchy is based on the lowest level of any input
that is significant to the fair value measurement. However, the determination of what constitutes

“ observable” requires significant judgment by the Investment Manager. The Investment Manager
considers observable data to be that market data which is readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by independent sources that are
actively involved in the relevant market. The categorization of a financial instrument within the
hierarchy is based upon the pricing transparency of the instrument and does not necessarily correspond
to the Underlying Sub-Trust"s Trustee"s perceived risk of that instrument.

Investments Investments whose values are based on the quoted market prices in active markets, and
therefore classified within Level 1, include certain money market securities. The Underlying Sub-
Trust®s Trustee does not adjust the quoted price for such instruments, even in situations where the Fund
holds a large position and a sale could reasonably impact the quoted price.
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3. UNDERLY ING SUB-TRUST (continued)

Investments that trade in markets that are not considered to be active, but are valued based on quoted
market prices, dealer quotations or alternative pricing sources supported by observable inputs are
classified within Level 2. These include investment-grade corporate bonds and sovereign obligations. As
Level 2 investments include positions that are not traded in active markets and/or are subject to
transfer restrictions, valuations may be adjusted to reflect illiquidity and/or non-transferability,
which are general ly based on avai lable market information.

Derivative Instruments Derivative instruments can be exchange-traded or privately negotiated over-
the-counter (* OTC” ). Exchange-traded derivatives, such as futures contracts and exchange traded
option contracts, are typically classified within Level 1 or Level 2 of the fair value hierarchy
depending on whether or not they are deemed to be actively traded.

OTC derivatives, including forward foreign currency contracts are valued by the Underlying Sub-Trust"s
Trustee using observable inputs, such as quotations received from the counterparty, dealers or brokers,
whenever available and considered reliable. In instances where models are used, the value of an OTC
derivative depends upon the contractual terms of, and specific risks inherent in, the instrument as well
as the availability and reliability of observable inputs. Such inputs include market prices for
reference securities, yield curves, credit curves and correlation of such inputs. Certain OTC
derivatives, such as generic forwards, have inputs which can generally be corroborated by market data
and are therefore classified within Level 2.

Those OTC derivatives that have less liquidity or for which inputs are unobservable are classified
within Level 3. While the valuations of these less liquid OTC derivatives may utilize some Level 1 and/or
Level 2 inputs, they also include other unobservable inputs which are considered significant to the fair
value determination.
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3. UNDERLY ING SUB-TRUST (continued)

The following table presents the financial instruments carried on the Statement of Assets and
Liabilities by caption and by level within the valuation hierarchy as of December 31, 2015*:

(Unadjusted)
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Investments Inputs Inputs Fair Value at
Investments*: (Level 1) (Level 2) (Level 3) 12/31/15
Debt Securities
Australia $ - 3 4,854,990 $ - $ 4,854,990
Belgium - 867,906 - 867,906
Canada - 5,000,244 - 5,000,244
Denmark - 1,122,332 - 1,122,332
France - 18,163,412 - 18,163,412
Germany - 1,116,617 - 1,116,617
Ireland - 4,897,589 - 4,897,589
Israel - 258,596 - 258,596
Italy - 12,784,388 - 12,784,388
Luxembourg - 1,551,296 - 1,551,296
Mexico - 840,642 - 840,642
Netherlands - 14,635,073 - 14,635,073
Singapore - 223,495 - 223,495
Spain - 9,339,707 - 9,339,707
Supranational - 6,897,870 - 6,897,870
Sweden - 2,465,990 - 2,465,990
Switzerland - 4,206,248 - 4,206,248
United Kingdom - 45,362,231 - 45,362,231
United States - 152,123,904 - 152,123,904
Short-Term Investments
Time Deposits 4,364,845 - - 4,364,845
Total Investments $ 4,364,845 $ 286,712,530 $ - $ 291,077,375
Financial Derivative Instruments™
Assets
Futures Contracts $ 212,067 $ - 3 - 3 212,067
Forward Foreign Currency Contracts - 4,546,096 - 4,546,096
Liabilities
Forward Foreign Currency Contracts $ - 3 (213,969) $ - 3 (213,969)

"For further information on categories of securities refer to the Schedule of Investments.
"Financial derivative instruments such as forward foreign currency contracts and futures contracts are
valued at the unrealized appreciation/(depreciation) on the instruments.
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3. UNDERLY ING SUB-TRUST (continued)

During the year ended December 31, 2015, there were no transfers between levels. The Fund accounts for
investments it transfers in and out of each level at the end of the year.

There were no securities valued as Level 3 as of December 31, 2015.

(C) Securities Transactions and Investment Income. Securities transactions are recorded as of the trade
date for financial reporting purposes. Securities purchased or sold on a when-issued or delayed-
delivery basis may be settled a month or more after the trade date. Realized gains and losses from
securities sold are recorded on the identified cost basis. Premium and discount on securities are
amortized/accreted on an effective yield basis. Interest income, adjusted for the accretion of discount
and amortization of premium, is recorded on the accruals basis. Coupon income is not recognized on
securities for which collection is not expected. Other income may include interest income from time
deposits.

(D) Expenses. The Fund will bear its operational expenses, including (without limitation); legal fees;
expenses of the continuous offering of units, including the cost of producing and distributing the
offering memorandum; printing and mailing costs; filing fees and expenses; accounting, audit, and tax
preparation expenses; consultant fees; tax, litigation, and extraordinary expenses, if any; interest
expenses (including interest due to repurchase agreements and borrowing by the Fund) ; custody fees,
administrator”s fees, Underlying Sub-Trust"s Trustee"s fees, risk calculation services, bank charges,
brokerage commissions (including options trades), spreads, mark-ups on securities, swaps and forwards,
short dividends, currency hedging costs, and other investment and operating expenses.

(E) Distribution Policy. The Fund will declare and arrange for payment of distributions (whether in cash
or in specie) for each class, as approved by series resolution dated April 16, 2010, and by series
resolution dated November 18, 2010, with respect to the USD-hedged (F) Class. The distributions are
contemplated to be the greater of (1) positive aggregated amounts contributed from net realized capital
gain (including hedge position), net unrealized capital gains and net income, and (2) the estimated
theoretical income based on the yield of securities portfolio net fund expense and currency hedge
premium (cost), which is calculated by total net assets of the respective class times the portfolio
yield.
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3. UNDERLY ING SUB-TRUST (continued)

The Fund will declare and re-invest the distribution to each unitholder of a class, on a monthly basis,
the greater amount as determined above by the Administrator. The Fund will declare such distributions
for the current month on the last business day of the previous month or any other days the Underlying Sub-
Trust®s Trustee may determine at its sole discretion (the* Record Date” ), and will generally make such
distributions before the tenth (10th) calendar day (if not a business day or the banks in London or the
London Stock Exchange are closed the following business day) of the current month or any other days the
Underlying Sub-Trust®s Trustee may determine at its sole discretion (the" Dividend Date” ). The
unitholders of each class has elected to re-invest distributions; therefore, unitswill be issued on the
relative Dividend Date.

Distributions declared and reinvested for the year ended December 31, 2015 are as follows:

Distributions to unitholders Amount
AUD Class $ 290,443
BRL Class 1,730,427
CNY Class 63,418
IDR Class 719,586
JPY Class 5,342,633
USD Class 200,579
USD-hedged (F) Class 1,778,576

Total $ 10,125,662
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3. UNDERLY ING SUB-TRUST (continued)

(F) Sovereign Debt Securities. The Fund may invest mainly in sovereign debt securities issued or
guaranteed by Sovereign Issuers including emerging nations. Investment in sovereign debt involves a
high degree of risk. The government entity that controls the repayment of sovereign debt may not be able
or willing to repay the principal and/or interest when due in accordance with the terms of such debt. A
government entity"s willingness or ability to repay principal and interest due in a timely manner may be
affected by, among other factors, its cash flow situation, the extent of its foreign reserves, the
availability of sufficient foreign exchange on the date a payment is due, the relative size of the debt
service burden to the economy as a whole, the government entity"s policy towards the International
Monetary Fund and the political constraints to which a government entity may be subject. Government
entities may also be dependent on expected disbursements from non-U.S. governments, multilateral
agencies and other international organizations to reduce principal and interest arrearages on their
debt. The commitment on the part of these governments, agencies and others to make such disbursements may
be conditioned on the implementation of economic reforms and/or economic performance and the timely
service of such debtor™s obligations. Failure to implement such reforms, achieve such levels of economic
performance or repay principal or interest when due may result in the cancellation of such third parties”
commitments to lend funds to the government entity, which may further impair such debtor®s ability or
willingness to timely service its debts. Consequently, government entities may default on their
sovereign debt.

Holders of sovereign debt may be requested to participate in the rescheduling of such debt and to extend

further loans to government entities. In the event of a default by a government entity, there may be few
or no effective legal remedies for collecting on such debt.
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3. UNDERLY ING SUB-TRUST (continued)

(G) Cash and Foreign Currency. The functional and reporting currency for the Fund is the United States
Dollar. The fair values of Non-USD denominated securities, currency holdings and other assets and
liabilities are translated into the Fund®s functional currency based on the current exchange rates each
business day. Fluctuations in the value of currency holdings and other assets and liabilities resulting
from changes in exchange rates are recorded as unrealized foreign currency gains or losses. Realized
gains or losses and unrealized appreciation or depreciation on investment securities and income and
expenses are translated on the respective dates of such transactions and the reporting date,
respectively. The effects of changes in foreign currency exchange rates on investments in securities and
derivatives are not segregated on the Statement of Operations from the effects of changes in market
prices and values of those securities, but are included with net realized and unrealized gain or loss.

(H) Time Deposits. The Fund, through Brown Brother Harriman & Co. (the* Custodian” ), places excess cash
balances into overnight time deposits with one or more eligible deposit institutions, as determined by
the Investment Manager. These are classified as short term investments in the Fund®s Schedule of
Investments. Due to the European Central Bank deposit rate cut in June 2014, interest rates for euro
denominated short-term investments may be less than zero percent.
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3. UNDERLY ING SUB-TRUST (continued)

(1) Forward Foreign Currency Contracts. The Fund may enter into forward foreign currency contracts in
connection with settling planned purchases or sales of securities to hedge the currency exposure
associated with some or all of a Fund"s securities or as a part of an investment strategy. A forward
foreign currency contract is an agreement between two parties to buy and sell a currency at a set price on
a future date. The fair value of a forward foreign currency contract fluctuates with changes in foreign
currency exchange rates. Forward foreign currency contracts are marked to market daily based on rates
obtained from pricing vendors and the change in value is recorded by the Fund as an unrealized gain or
loss. Realized gains or losses equal to the difference between the value of the contract at the time it
was opened and the value at the time it was closed are recorded upon delivery or receipt of the currency.
These contracts may involve market risk in excess of the unrealized gain or loss reflected on the
Statement of Assets and Liabilities. Inaddition, the Fund could be exposed to risk if the counterparties
are unable to meet the terms of the contracts or if the value of the currency changes unfavorably to the
base currency. The Fund is also authorized to enter into forward foreign currency contracts for the
purpose of hedging exchange risk for an investor. Gains and losses arising from class specific forward
foreign currency contracts are allocated to those specific classes. Forward foreign currency contracts
outstanding at December 31, 2014 are listed in the Schedule of Investments.

(J) Futures Contracts. The Fund may enter into futures contracts. The Fund may use futures contracts to
manage its exposure to the securities markets or to movements in interest rates and currency values. The
primary risks associated with the use of futures contracts are the imperfect correlation between the
change in market value of the securities held by the Fund and the prices of futures contracts, the
possibility of an illiquid market, and the inability of the counterparty to meet the terms of the
contract. Futures contracts are valued based upon their quoted dai ly settlement prices. Upon entering
into a futures contract, the Fund is required to deposit with its futures broker, an amount of cash or
United States Government and Agency Obligations in accordance with the initial margin requirements of
the broker or exchange. Futures contracts are marked to market daily and an appropriate payable or
receivable for the change invalue (* variationmargin” ) is recorded by the Fund. Gains or losses are
recognized but not considered realized until the contracts expire or are closed. Futures contracts
involve, to varying degrees, risk of loss in excess of the variation margin disclosed on the Statement of
Assets and Liabilities.
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3. UNDERLY ING SUB-TRUST (continued)

(K) Derivative Instruments. ASC 815-10-50 requires disclosures about derivative instruments and
hedging activities. It requires that the Fund disclose: @) how and why an entity uses derivative
instruments, b) how derivative instruments and related hedged items are accounted for and ¢) how
derivative instruments and related hedged items affect an entity"s financial position, financial
performance and cash flows. The Fund does not designate derivative instruments as hedging instruments
under ASC 815.

The Fund may transact in a variety of derivative instruments including, futures contracts and forward
foreign currency contracts primarily for trading purposes with each instrument”s primary risk exposure
being interest rate, credit or foreign exchange risk. The fair value of the forward foreign currency
contracts is included in the Statement of Assets and Liabilities with changes in fair value reflected as
realized gain (loss) or net change in unrealized gain (loss) within the Statements of Operations. During
the year, the Fund®s transactions in derivative instruments consisted of forward foreign currency
contracts and futures contracts.

Fair Values of Derivative Instruments on the Statement of Assets and Liabilities as of December 31,
2015
Derivatives not accounted for as hedging instruments under ASC 815

Foreign exchange Interest rate

Location risk* risk Total

Asset derivatives

Unrealized appreciation on forward foreign currency $ 4.546.006 $ _ s 4.546.096

contracts ’ ’ T

Unrealized appreciation on futures contracts™ - 212,067 212,067
$ 4,546,096 $ 212,067 $ 4,758,163

Liability derivatives

Unrealized (depreciation) on forward foreign currency $ (213,969) $ _ s (213,969)

contracts

*Gross value is presented in the Statement of Assets and Liabilities in the unrealized appreciation/
(depreciation) on open forward foreign currency contracts.

** The fair values of derivatives instruments include cumulative appreciation/(depreciation) of futures
contracts as reported in the Schedule of Investments. Only current day*s variation margin is reported
within the Statements of Assets and Liabilities.
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3. UNDERLY ING SUB-TRUST (continued)

Effect to Derivative Instruments on the Statement of Operations for the year ended
December 31, 2015
Derivatives not accounted for as hedging instruments under ASC 815

Foreign exchange Interest rate

Location risk risk Total

Realized gain/(loss) on derivatives recognized as a result

from operations

Net realized (loss) on forward foreign currency contracts $ (2,784,928) $ - $ (2,784,928)

Net realized gain on futures contracts - 513,600 513,600
$ (2,784,928) $ 513,600 $ (2,271,328)

Change in unrealized appreciation/(depreciation) on

derivatives recognized as a result from operations

Net change in unrealized appreciation on forward currency $ 3,669,268 $ Y 3,669,268

contracts

Net change in unrealized appreciation on futures contracts - 260,394 260,394
$ 3,669,268 $ 260,394 $ 3,929,662

The average monthly notional amount of open forward foreign currency contracts outstanding for the year
ended December 31, 2015, was approximately as fol lows:

Fund Level* $ 130,659,030
AUD Class $ 6,858,344
BRL Class $ 12,797,515
CNY Class $ 1,041,024
IDR Class 3 6,244,544
JPY Class $ 247,728,442

" Forward foreign currency contracts held for all classes

The average monthly notional amount of open futures contracts outstanding during the year ended December
31, 2015, was approximately 44,918,458.
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3. UNDERLY ING SUB-TRUST (continued)

The Fund is a party to master netting agreements, such as an International Swaps and Derivatives
Association Master Agreement, International Foreign Exchange Master Agreement or Foreign Exchange and
Options Master Agreement, with certain counterparties that govern OTC derivative and foreign exchange
contracts entered into from time to time. The master netting agreements may contain provisions
regarding, among other things, the parties” general obligations, representations, agreements,
collateral requirements, events of default and early termination.

Futures are traded or cleared on an exchange or central clearinghouse. Exchange-traded or cleared
transactions general ly present less counterparty risk to a fund than OTC transactions. The exchange or
clearinghouse stands between the Fund and the broker to the contract and therefore, creditrisk is
generally limited to the failure of the exchange or clearinghouse and the clearing member. Securities
pledged by the Fund for exchange-traded and cleared transactions, if any, are identified in the Schedule
of Investments.

Collateral requirements are determined based on the Fund"s net position with each counterparty.
Collateral can be in the form of cash or debt securities issued by the U.S. government or related agencies
or other securities as agreed to by the Fund and the applicable counterparty. With respect to certain
counterparties, in accordance with the terms of the master netting agreements, collateral posted to the
Fund, ifany, isheld in a segregated account by the Custodian and with respect to those amounts which can
be sold or repledged, are presented in the Schedule of Investments. Collateral pledged by the Fund, if
any, is segregated by the Custodian and identified in the Schedule of Investments. As of December 31,
2014, there were no securities or cash pledged as col lateral.

Termination events applicable to the Fund may occur upon a decline in the Fund"s net assets below a
specified threshold over a certain period of time. Termination events applicable to counterparties may
occur upon a decline in the counterparty"s credit rating below a specified level. In each case, upon
occurrence, the other party may elect to terminate early and cause settlement of all derivative and
foreign exchange contracts outstanding, including the payment of any losses and costs resulting from
such early termination, as reasonably determined by the terminating party. Any decision by one or more of
the Fund"s counterparties to elect early termination could impact the Fund®s future derivative
activity.
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3. UNDERLY ING SUB-TRUST (continued)

(L) UNITS. As of December 31, 2015 all issued units were held by two related unitholders, established by
Mitsubishi UFJ Kokusai Asset Management Co., Ltd. (formerly, Kokusai Asset Management Co., Ltd). The two
unitholders held an interest of 100% in the net assets.

Currently, there are seven classes of units being offered to investors: AUD Class, BRL Class, CNY Class,
IDR Class, JPY Class, USD Class, and USD-hedged (F) Class.

The Underlying Sub-Trust"s Trustee may establish new series and/or classes without the consent of
current unitholders, which may have a different subscription or functional currency.

Subscription for Units. The Fund will accept subscriptions for units as of the each business day except
for days where the London Stock Exchange or banks in London are closed and at any other time in the
discretion of the Fund, each a“ SubscriptionDate” . The Underlying Sub-Trust"s Trustee, or its
delegate, may accept or reject subscriptions in their sole discretion. The minimum initial price of
\1.0000 for each class per unit, except for the USD-hedged (F) Class which will have a minimum initial
price of $0.01 per unit. The Underlying Sub-Trust"s Trustee, or its delegate, may accept or reject
subscriptions in their discretion. The minimum initial subscription amount for each investor in the Fund
is \10,000,000 for each class (or the Yen equivalent of US$100,000), except for the USD-hedged (F) Class
whichwill be US$100,000. The foregoing minimum subscription amounts apply to each class of units. The
Underlying Sub-Trust"s Trustee or its delegate may waive the minimum subscription amount in its sole
discretion (provided that the minimum initial subscription amount will not be less than US$100,000).
Additional unitswill be issued at Net Asset Value per units of such class at subscription date.

The units are offered by the Fund. The Fund does not receive commissions or other compensation from the
sale of units.

Units are offered for sale on a continuous basis on each business day except any day where the London
Stock Exchange or banks in London are closed at an initial price of \1.0000 for each class per Unit. The
Underlying Sub-Trust"s Trustee, or its delegate, may accept or reject subscriptions in their
discretion. The minimum initial subscription amount for each investor in the Fund was \10,000,000 for
each class denominated in Japanese Yen and $100,000 for the USD-hedged (F) Class (the minimum initial
subscription amount will not be less than US$100,000 or its Japanese Yen equivalent).
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3. UNDERLY ING SUB-TRUST (continued)

In order to subscribe for units, a prospective investor must submit a fully completed and executed
subscription agreement to the Administrator on the subscription date. The subscriber must also make
arrangements with the Administrator for the transmission of its subscription funds, which must be
received by the Fund prior to 5:00 p.m. (New York time) three business days after the relevant
subscription date (or such longer period acceptable to theAdministrator). After the subscription
agreement is received, the Administrator will promptly notify the subscriber whether the subscription
has been accepted or rejected by the Fund. Subscription amounts should be sent to the Fund, c/o the
Administrator.

All subscription agreements and subscription funds must be delivered to the Fund in accordance with the
instructions contained in the subscription agreement. If a subscription is rejected, any subscription
funds tendered will be promptly returned to the subscriber®s account of origin without interest.
Subscriptions for each class, except for the USD-hedged (F) Class, must be made in Japanese Yen.
Subscriptions for the USD-hedged (F) Class must be made in United States Dollars. All subscriptions are
irrevocable. The Underlying Sub-Trust"s Trustee, or its delegate, may accept a subscription only in part
and will promptly notify any affected subscriber.

Redemptions. A unitholder may request that the Fund redeem all or part of such unitholder®s units as of
the each business day except when the London Stock Exchange or banks in London are closed and at any other
time in the discretion of the Fund (each such date, a "Redemption Date'). Unitholders need to submit a
request to redeem units as of a redemption date to the Administrator prior to the specified time (as
defined below) on the redemption date. Any redemption request received after the specified time will be
deemed to have been received on the next redemption date.

The specified time will be any time prior to the close of The New York Stock Exchange or as deemed
appropriate by the Underlying Sub-Trust"s Trustee.

Redemption requests must specify the redemption date and either a percentage of the redeeming
unitholder®s units, a specific number of the unitholder®s units or Japanese Yen amount of such units to
be redeemed. Redemption price shall be equal to Net Asset Value per units of such class at redemption
date. Redemption proceeds will generally be paid within three business days of the relevant redemption
date in Japanese Yen or in United States Dol lars with respect to the USD-hedged (F) Class.
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3. UNDERLY ING SUB-TRUST (continued)

(M) Fees and Expenses. The Underlying Sub-Trust bears its own expenses, including, but not limited to
Accounting and Administrative Fees, Custody Fees, Transfer Agent Fees, Investment Manager Fees,
Underlying Sub-Trust"s Trustee Fees and other expenses associated with the operations of the Underlying
Sub-Trust. These fees are indirectly paid by the Sub-Trust through the net assets value of its investment
in the Underlying Sub-Trust.

4. UNITS

As of December 31, 2015, 100% of the units issued by the Sub-Trust were held by one unitholder, which held
100% of interest in the net assets.

(A) Subscriptions for Units. After and including the initial closing date, Units in the Sub-Trustwill be
issued on each Business Day, at the Net Asset Value Per unit of the relevant class on the Business Day on
which the relevant subscription order was accepted. In order to be dealt with on a specific Business Day,
asubscription application form must be received by the Administrator before the specified time on that
Business Day unless otherwise agreed by the Manager. Any application received after the specified time
shall be deemed to have been received on the next Business Day.

Subscription monies should be received by the Custodian on the fourth Business Day from (and including)
the applicable Business Day unless otherwise agreed by the Manager. Certificates shall not be issued in
respect of the issue of units but confirmation of the issuance of units (if specifically requested),
shall be delivered by the Administrator provided that payment of the subscriptions proceeds has been
received by the Custodian. The Manager, the Trustee and the Administrator reserve the right to decline
any application to subscribe for units inwhole or in part in their respective sole discretion.

The unitholder will be required to comply with such anti-money laundering procedures as are required by
the Money Laundering Regulations (as amended from time to time), the Terrorism Law (as amended from time
to time) and the Proceeds of Crime Law (as amended from time to time), of the Cayman Islands and also by
any anti-money laundering legislation applicable to the Administrator.

After the initial offering period, there may be added to the issue price, a sales charge of up to 3.0% (not
including local consumption or other taxes) of the issue price, retained by the Distributor.
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(B) Repurchase of Unit. After and including the initial closing date, unitholders may repurchase all or
any of their units on any Business Day. In order for an application for repurchase of units to be dealt
with on adealing day, 1t must be received by the Administrator before the specified time on that dealing
day. Any application received after the specified time shall be deemed to have been received on the next
dealing day.

The Manager, the Trustee and the Administrator reserve the right to decline any order to repurchase units
inwhole or in part in their respective sole discretion.

Repurchase requests may not be revoked by the unitholder, unless the Manager otherwise consents.

The repurchase price of aunit will be the Net Asset Value per unit of the applicable class as of the
dealing day on which the relevant repurchase request was accepted. The Administrator may deduct any
third party charges or withholding taxes, if applicable, from the repurchase proceeds remitted to the
repurchasing unitholder.

Repurchases must be made inmultiples of 1 unit.

Payment of the repurchase proceeds will generally be made on the fourth Business Day from (and including)
the applicable dealing day or as soon as practicable thereafter in such cases where the banks in the
relevant markets are not open for settlement.

5. RISK FACTORS

The units are speculative and il liquid securities involving substantial risk of loss and are suitable
for investment only by sophisticated persons for which an investment in the Sub-Trust does not represent
a complete investment program and who ful ly understand and are capable of assuming the risks of an
investment in the Sub-Trust. The Sub-Trust"s debt securities concentration may make it unsuitable for
certain portfolios. References to the Sub-Trust and the Sub-Trust®s investments and portfolio in the
following summary of risks refer to the combined risks relating to the investments and portfolio of the
Sub-Trust as well as the Underlying Sub-Trust. The fol lowing considerations, which do not purport to be a
complete list of all risks involved in an investment in the Sub-Trust, should be carefully evaluated
before investing in the Sub-Trust.
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(A) Exchange Rate Risk

The Underlying Sub-Trust

The exposure to non-USD currencies of underlying asset shall be hedged to USD and hedging cost will be
incurred by the Underlying Sub-Trust when the USD interest rate is lower than those of non-USD currencies
of underlying asset. The exchange rate risk cannot be wholly eliminated.

USD-denominated USD-hedged class

Underlying assets of investment trust securities which the Sub-Trust mainly invests are hedged against
USD in the investment trust in principle, as a way of seeking to reduce exchange rate risks. However, the
exchange rate risk cannot be wholly eliminated. Please note that if the USD interest rate is lower than
those of underlying assets, investorswill incur the cost of hedging the difference between those
interest rates.

AUD-denominated AUD-hedged class

Investment trust securities which the Sub-Trust mainly invests are hedged against USD and the exposure
to USD is hedged against AUD in the AUD-denominated hedge class in principle, as away of seeking to
reduce exchange rate risks. However, the exchange rate risk cannot be wholly eliminated. Please note
that if the AUD interest rate is lower than the USD interest rate, investorswill incur the cost of
hedging the difference between the AUD interest rate and the USD interest rate.

EUR-denominated EUR-hedged class

Investment trust securities which the Sub-Trust mainly invests are hedged against USD and the exposure
to USD is hedged against EUR in the EUR denominated hedge class in principle, as away of seeking to reduce
exchange rate risks. However, the exchange risk cannot be wholly eliminated. Please note that if the EUR
interest rate is lower than the USD interest rate, investors will incur the cost of hedging the
difference between the EUR interest rate and the USD interest rate.
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(B) Interest Rate Risk. Generally speaking, if the level of the interest rate increases (or declines) in
the country or region where the bonds which are invested substantial ly are issued, the bond price
declines (or increases), which may result in a fluctuating Net Asset Value per unit. The longer the
duration (* duration” means the volatility of the bond price against interest rate fluctuations and
indicates the average period of time required to collect investments in bonds. The higher the bond price,
the longer it takes to collect the investment principal and the greater the fluctuations in the bond
price due to fluctuations in the interest rate (sensitivity) during that period.), the greater the
fluctuation in the bond price due to interest rate fluctuations.

The value of the fixed-income securities inwhich the Sub-Trust may invest will change as the general
levels of interest rates fluctuate. When interest rates decline, the value of the Sub-Trust"s fixed-
income securities can be expected to rise. Conversely, when interest rates rise, the value of such
securities is generally expected to decline.

(C) Credit Risk. Credit risk is the risk that the issuer of a security will be unable to pay interest or
repay the principal when due. Changes in an issuer”s credit rating or the market"s perception of an
issuer”s creditworthiness may also affect the value of the Sub-Trust"s investment in that issuer. The
degree of credit risk depends on both the financial condition of the issuer and the terms of the
obligation. Investments in lower rated or unrated fixed-income securities inwhich the Sub-Trust may
invest indirectly, while generally providing greater opportunity for gain and income than investments
in higher rated securities, usually entail greater risk (including the possibility of defaultor
bankruptcy of the issuers of such securities).

The bond price may fluctuate significantly as a result of a change in the bond issuer”s rating
(credibility) or the possibility of such change due to a change in the issuer®s ability to repay debts,
and the Net Asset Value per unit also may fluctuate significantly. Inaddition, the Net Asset Value per
unit may decline and cause a loss as a result of insolvency, adverse financial conditions or the credit
status of the issuer of the securities which are invested substantially. If an event of default occurs,
the bond price may significantly decline. Moreover, in such a case, flexible transactions may not be
allowed as the liquidity significantly declines.
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(D) Liquidity Risk. Liquidity risk exists when particular investments are difficult to purchase or sell.
The Sub-Trust"s investments in less liquid securities may reduce the returns of the Sub-Trust because it
may be unable to sell the illiquid securities at an advantageous time or price. To the extent that the
Sub-Trust"s principal investment strategies involve non-developed country securities, derivatives or
securities with substantial market and/or credit risk, the Sub-Trust will tend to have the greatest
exposure of liquidity risk.

(E) Counterparties and Brokers. The financial institutions and counterparties, including banks and
brokerage firms, with which the Sub-Trust or a delegate on behal T of the Sub-Trust trades or invests, may
encounter financial difficulties and default on their respective obligations to the Sub-Trust. Any such
default could result in material losses to the Sub-Trust. In addition, the Sub-Trust may pledge
collateral to the counterparties in order to secure certain transactions.

The Sub-Trust attempts to reduce its exposure to counterparty credit risk by entering into a master
netting agreement with each of its counterparties. The master netting agreement gives the Sub-Trust the
right to terminate all transactions traded under such agreement upon the deterioration in the credit
quality of the counterparty beyond specified levels. The master netting agreement gives each party the
right, upon an event of default by the other party or a termination of the agreement, to close out all
transactions traded under such agreement and to net amounts owed under each transaction to one payable by
one party to the other.

The Sub-Trust"s maximum risk of loss from counterparty credit risk related to OTC derivatives is

general ly the aggregate unrealized appreciation and unpaid counterparty payments in excess of any
collateral pledged by the counterparty to the Sub-Trust. The Sub-Trust may be required to pledge
collateral for the benefit of the counterparties on OTC derivatives in an amount not less than each
counterparty”s unrealized appreciation on outstanding derivative contracts, subject to certain minimum
transfer provisions, and such pledged collateral, ifany, is identified in the Schedule of Investments.

(F) Custody Risk. The Sub-Trust does not control the custodianship of all of its securities. The

Custodian or other banks or brokerage firms selected to act as custodians may become insolvent, causing
the Sub-Trust to lose all or a portion of the funds or securities held by those custodians.
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(G) Settlement Risk. Settlement and clearance procedures in certain foreign markets differ
significantly from those in the United States, the European Union and Japan. Foreign settlement and
clearance procedures and trade regulations also may involve certain risks (such as delays in payment for
or delivery of securities) not typically associated with the settlement of U.S. investments. At times,
settlements in certain foreign countries have not kept pace with the number of securities transactions.
These problems may make it difficult for the Sub-Trust to carry out transactions. If the Sub-Trust cannot
settle or is delayed in settling a purchase of securities, itmay miss attractive investment
opportunities and certain of its assets may be uninvested with no return earned thereon for some period.
If the Sub-Trust cannot settle or is delayed in settling a sale of securities, itmay lose money if the
value of the security then declines or, if it has contracted to sell the security to another party, the
Sub-Trust could be liable for any losses incurred.

(H) Sovereign and Corporate Debt Obligations. The Sub-Trust mainly invests indirectly in Sovereign
Issuers and corporate debt obligations. The Sub-Trust®s investments may be in sovereign issuers and
corporations that have leveraging, with other burdens on cash flow, and therefore involve a high degree
of financial risk. The Sub-Trust may also make investments in sovereign issuers and corporate debt
obligations that have experienced financial or operational difficulties or have been otherwise out-of-
favor. Such investments may be considered speculative, and the debt obligations could be adversely
affected by interest rate movements, changes in the general economic climate or the economic factors
affecting a particular sovereign issuer or industry, or specific developments within jurisdictions
and/or corporations.
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(1) Forward Foreign Currency Contracts. Forward currency contracts are volatile and involve significant
risks, including:

e Credit Risk - the risk that the counterparty (the party on the other side of the transaction) on a
derivative transaction will be unable to honor its financial obligation to the Sub-Trust.

» Leverage Risk - the risk associated with certain types of investments or trading strategies that
relatively small market movements may result in large changes in the value of an investment. Certain
investments or trading strategies that involve leverage can result in losses that greatly exceed the
amount originally invested.

e Liquidity Risk - the risk that certain securities may be difficult or impossible to sell at the time
that the seller would like or at the price that the seller believes the security is currently worth.

Because the Sub-Trust may use forward foreign currency contracts to seek to enhance returns, its
investments will expose the Sub-Trust to the risks outlined above to a greater extent than if the Sub-
Trust used derivatives solely for hedging purposes.

6. GUARANTEES AND INDEMNIFICATION

The Trustee, the Manager, the Administrator and Custodian, the Investment Advisor, other parties, and
each of their respective agents, principals, officers, employees, and affiliates are entitled to be
indemnified out of the assets of the Sub-Trust under certain circumstances. Additionally, in the normal
course of business, the Sub-Trust enters into contracts that contain a variety of indemnification
clauses. The Sub-Trust"s maximum exposure under these arrangements is unknown as this would involve
future claims that may be made against the Sub-Trust that have not yet occurred. However, the Sub-Trust
has not had prior claims or losses pursuant to these contracts.
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7. INCOME TAX

The Sub-Trust is subject to the Cayman Islands laws in respect to its tax status. Under current laws of
Cayman Islands, there are no tax or duty to be levied on profits, income or on gains or appreciation, or
any tax in the nature of estate duty or inheritance tax that will apply to any property comprised in or any
income arising under the Sub-Trust, or the unitholders thereof, in respect of any such property or
income. No withholding tax is applicable to distributions by the Sub-Trust or with regard to the payment
of Net Asset Value on the repurchase of units. As a result, no provision for income taxes has been made in
the financial statements.

The Sub-Trust generally intends to conduct its activities so as to avoid being treated as engaged in a
trade or business in the United States for U.S. federal income tax purposes. Specifically, the Sub-Trust
intends to qualify for safe harbors in the Internal Revenue Code of 1986, as amended, pursuant to which
the Sub-Trust will not be treated as engaged in such a business if its activities are limited to trading
in stocks and securities or commodities for its own account. IT the Sub-Trust*s income is effectively
connected with aU.S. trade or business carried on by the Sub-Trust, certain categories of income
(including dividends and certain types of interest income) derived by the Sub-Trust from U.S. sources
will be subject toa U.S. tax of thirty percent, which tax is generally withheld from such income.

Authoritative guidance on accounting for and disclosure of uncertainty in tax positions (Financial
Accounting Standards Board-Accounting Standards Codification 740) requires the Trustee to determine
whether a tax position of the Sub-Trust is more likely than not to be sustained upon examination,
including resolution of any related appeals or litigation processes, based on the technical merits of
the position. For tax positions meeting the more likely than not threshold, the tax amount recognized in
the financial statements is reduced by the largest benefit that has a greater than fifty percent
likelihood of being realized upon ultimate settlement with the relevant taxing authority. The Trustee
has reviewed the Sub-Trust"s tax positions and has concluded that no provision for taxes is required in
the financial statements. There are currently no interests or penalties related to uncertain tax
positions.

As of December 31, 2015, the tax years that remain subject to examination vary by the major tax
jurisdictions, other than the U.S., and under the statute of limitations range from the year 2010
(commencement of operations) to current fiscal year. The years subject to examination by U.S. federal
jurisdiction include the years of 2010 (commencement of operations) through December 31, 2015.
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8. FEES AND EXPENSES

(A) Administrator and Transfer Agent Fees. Brown Brothers Harriman & Co. (the “ Administrator” and

“ Transfer Agent” ) receives a fee accrued daily and paid monthly based on the Net Asset Value of the Sub-
Trust. The Administrator and Transfer Agent receives an annual fee of 0.05% on the first $500,000,000;
0.04% on the next $500,000,000 and 0.03% on assets over $1,000,000,000, subject to a minimum annual fee
of $45,000. The fees earned by the Administrator and Transfer Agent during the year ended December 31,
2015 and outstanding fees payable to the Administrator and Transfer Agent as of December 31, 2015 have
been disclosed in the Statement of Operations and the Statement of Assets and Liabilities, respectively.

(B) Custodian Fees. The Trustee has a custody agreement with the Custodian for which the Custodian
receives a fee calculated and paid monthly based on total assets and transaction volume. The Custodian
earns an annual minimum fee of $5,000. The fees earned by the Custodian during the year ended December 31,
2015 and outstanding fees payable to the Custodian as of December 31, 2015 have been disclosed in the
Statement of Operations and the Statement of Assets and Liabilities, respectively.

(C) Trustee Fees. The Trustee receives a fee of 0.01% of the Net Asset Value of the Sub-Trust, subject to a
minimum fee of US$10,000 per annum. Fees are accrued daily and paid on a monthly basis. The fees earned by
the Trustee during the year ended December 31, 2015 and outstanding fees payable to the Trustee as of
December 31, 2015 have been disclosed in the Statement of Operations and the Statement of Assets and
Liabilities, respectively.

(D) Investment Advisor Fees. The Investment Advisor receives an annual fee of 0.38% of the Net Asset
Value of the Sub-Trust. Fees are accrued daily and paid on a quarterly basis. The fees earned by the
Investment Advisor during the year ended December 31, 2015 and outstanding fees payable to the
Investment Advisor as of December 31, 2015 have been disclosed in the Statement of Operations and the
Statement of Assets and Liabilities, respectively.
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(E) Agent Company Fees. Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. (the* Agent Company” )
receives an annual fee of 0.05% per annum of the Net Asset Value of each class of the Sub-Trust. The Agent
Company ensures compliance with the rules and requirements of the Japan Securities Dealer®s
Association, is responsible for distributing fund documents, publicizing the Net Asset Value and making
available the financial statements of the Fund in Japan. Fees are accrued dai ly and made in quarterly
payments. The fees earned by the Agent Company during the year ended December 31, 2015 and outstanding
fees payable to the Agent Company as of December 31, 2015 have been disclosed in the Statement of
Operations and the Statement of Assets and Liabilities, respectively.

(F) Distributor Fees. Mitsubishi UFJ Morgan Stanley Securities Co., Ltd., (the “ Distributor” )
receives a fee of 0.45% per annum of the Net Asset Value of each class of the Sub-Trust. Fees are accrued
daily and paid on a quarterly basis. The fees earned by the Distributor during the year ended December 31,
2015 and outstanding fees payable to the Distributor as of December 31, 2015 have been disclosed in the
Statement of Operations and the Statement of Assets and Liabilities, respectively.

(G) Manager Fees. The Manager receives a fee of 0.04% per annum of the Net Asset Value of the Sub-Trust.
Fees are accrued daily and paid on a quarterly basis. The fees earned by the Manager during the year ended
December 31, 2015 and outstanding fees payable to the Manager as of December 31, 2015 have been disclosed
in the Statement of Operations and the Statement of Assets and Liabilities, respectively.

(H) Other Expenses. The Sub-Trust may bear other expenses related to its operations that are not covered
by the investment advisor, administrative, custody and transfer agent fees including but not limited to
governmental fees; brokerage fees and commissions and other portfolio transaction expenses; costs of
borrowing money, including interest expenses; extraordinary expenses, including costs of litigation
and indemnification expenses; organizational expenses; and audit fees.
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9. RELATED PARTY TRANSACTIONS

The Sub-Trust is permitted to enter into forward foreign currency contracts and time deposits with Brown
Brothers Harriman & Co., a related party to the Trustee. All forward foreign currency contracts and time
deposits with Brown Brothers Harriman & Co. as of December 31, 2015 have been disclosed in the Schedule of
Investments. During the year ended December 31, 2015, there was net realized loss of $1,410 on forward
foreign currency contracts with Brown Brothers Harriman & Co. which is disclosed in the Statement of
Operations.

10. RECENT ACCOUNT ING PRONOUNCEMENTS

On 5 January 2016, the FASB issued ASU 2016-01, Financial Instruments - Overall (Subtopic 825-10):
Recognition and Measurement of Financial Assets and Financial Liabilities. The update intends to
enhance the reporting model for financial instruments to provide users of financial instruments with
more decision-useful information and addresses certain aspects of the recognition, measurement,
presentation, and disclosure of financial instruments. The ASUwill also address measurement of credit
losses on financial assets. ASU 2016-01 is effective for fiscal years beginning after 15 December 2017,
including interim periods within those fiscal years. Early application is permitted. At this time, itis
not anticipated that these changes will have an impact on the financial statements.

11. SUBSEQUENT EVENTS

The management has evaluated all subsequent transactions and events through June 22, 2016, the date on
which these financial statements were available to be issued. Effective January 1, 2016 through June 22,
2016, there were subscriptions of $5,731,515 and redemptions of $10,701,358. During the same period,
there were distributions of $1,166,377. There are no other subsequent events to report as relates to the
Sub-Trust.
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S.A.

2015

29.1 29.3 1,980,130,866 220,368,764  1,481,705,021 164,898,952
29.1 29.3 3,018,465,826 335,925,062 2,109,919,942 234,812,990
1,963,465,826 218,514,112  1,078,152,942 119,987,641
1,055,000,000 117,410,950 1,031,767,000 114,825,349

29.1 29.3 147,465 16,411 368,502 41,011
29.1 29.3 13,162 1,465 13,556 1,509
4 5 15 8,036,038 894,331 8,260,895 919,355

5 4,627,120 514,952 5,600,613 623,292

158 18 136 15

6, 15 26,098,088 2,904,456 36,586,892 4,071,755

7 5,037,518,723 560,625,459  3,642,455,557 405,368,879
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UFJ S.A.

2016 12 31

2016 2015

15 29.1 1,535,758,747 170,914,591  1,410,185,042 156,939,493

1,535,758,747 170,914,591  1,410,185,042 156,939,493

8 15 29.1 3,299,365,691 367,186,408 2,062,070,067 229,487,778

3,289,365,691 366,073,508 2,062,070,067 229,487,778

10,000,000 1,112,900 0 0

9 1,779,768 198,070 1,230,625 136,956

10 15 17,462,016 1,943,348 8,651,896 962,870
13,349,845 1,485,704 12,645,069 1,407,270

11 12,136,433 1,350,664 9,111,035 1,013,967

12 1,213,412 135,041 3,534,034 393,303

13 37,117,969 4,130,859 37,117,969 4,130,859

14 110,530,593 12,300,950 97,312,153 10,829,870

14 1,346 150 39,348 4,379
22,152,748 2,465,379 13,203,388 1,469,405

16 5,037,518,723 560,625,459  3,642,455,557 405,368,879
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UFJ S.A.
2016 12 31
2016 2015
17 29.1 545,385 60,696 556,865 61,974
545,385 60,696 556,865 61,974

20 64,575,929,958  7,186,655,245 57,164,073,225 6,361,789,709
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UFJ S.A.
2016 12 31
2016 2015

29,666,848 3,301,624 10,274,222 1,143,418
1,866,700 207,745 181,978 20,252
15,403,567 1,714,263 3,997,581 444,891
(7,692,118) (856,056) (2,311,791) (257,279)
(5,812,307) (646,852) (585,056) (65,111)
(116,191) (12,931) (17,112) (1,904)
1,540,691 171,464 433,631 48,259
1,540,691 171,464 433,631 48,259
102,098,058 11,362,493 98,428,083 10,954,061
(49,567,473) (5.516,364)  (43,648,148) (4,857,602)
3,841,996 427,576 3,694,212 411,129
21 776,916 86,463 347,071 38,626
(49,304,431) (5,487,090)  (41,802,616) (4,652,213)
23 24 (18,758,113) (2,087,590)  (17,570,625) (1,955,435)
(15,510,238) (1,726,134)  (14,446,414) (1,607,741)
(2,190,449) (243,775) (2,024,301) (225,284)
(1,388,637) (154,541) (1,258,548) (140,064)
25  (30,546,318) (3,399,500)  (24,231,991) (2,696,778)
(2,121,992) (236,156) (1,999,802) (222,558)
22 (449,139) (49,985) (205,173) (22,834)
12 2,237,832 249,048 (2,512,372) (279,602)
11 26.1 (8,162,892) (908,448) (6,781,698) (754,735)
22,864,296 2,544,568 13,915,619 1,548,669
26.2 (711,548) (79,188) (712,231) (79,264)
22,152,748 2,465,379 13,203,388 1,469,405

238/331



EDINETOOOO
O00D0Oo00oDOo00ooO00o0bO000bD00ooOodnE3992)
Ooooooooooooooooooad

UFJ S.A.

2016 12 31

1.1.
UFJ S.A.
1974 11
1996

2005 10

2006

2007
70 30

2008 28 49,080
1,817,968.52 37,117,968.52
92.25
63.72 28.53
2014
12 13
1993
907648
2016
UFJ S.A.

1.2.

1.3.
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2015

2.4.

2016 12 31

57,517

2.5.
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45,798

2.6.

1.25

1997 12 16
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2016 12 31 2015
2.7.
2.5.
2.8.
10

2.9.

2.10.

2.11.

2.12.

2.13.

2016 2015

477,000,000 227,000,000
578,000,000 804,767,000

1,055,000,000 1,031,767,000

8,036,038 13,162 2015 8,260,895 13,556
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2016 12 31 20
016 12 31 Lo 1 4
!Uf\G 7,778,825 100 10,025,692 862,404
257,213 100 1,155,971 197,911
2016 12 31 MUFG S.A.
7,375,041.83 30,000,000 2015
7,375,041.83 30,000,000
8,260,895 0 0 (224,857) 8,036,038 0 8,036,038
16,468,587 1,311,229  (146,858)  (478,305) 17,154,653 12,527,533 4,627,120
1,281,369 73,404 (138,439)  (37,215) 1,179,119 931,047 247,172
12,930,805 1,193,087 0  (375,556) 13,748,336 10,272,378 3,475,958
2,256,413 44,738 (8,419)  (65,534) 2,227,198 1,323,208 903,990
1,945,439 0 0 0 1,045,439 1,945,439 0
1,945,439 0 0 0 1,045,439 1,945,439 0
2016 2015
119,089 122,070
4,629,590 1,536,361
341,661 2,814,757
1,659,378 1,517,776
9,508,271 9,426,884
3,256,497 3,429,370
320,567 214,721
2,285,714 2,552,106
2,536,828 9,666,345
0 4,970,383
357,395 98,351
1,083,098 237,768

26,098,088 36,586,892
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1,553,051,527

2016 12 31

243/331

EDINETOOOO
O00D0Oo00oDOo00ooO00o0bO000bD00ooOodnE3992)
Ooooooooooooooooooad

3,681,116,769 2015
10,000,000 2015
2016 2015
732,625 436,777
1,047,143 793,848

1,779,768 1,230,625
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10
2016 2015
113,912 122,762
3,551,199 2,575,482
6,454,913 5,881,654
51,140 16,324
56,719 55,674
721,710 0
2012 2014 1,556,606 0
4,955,817 0
17,462,016 8,651,896
11
1987 16
1983 23
2014 12 31
2014 12
2016 12 31
12
2016 2015
1,167,614 964,145
2.3 45,798 57,517
0 2,512,372
1,213,412 3,534,034
2016 12 31 2,237,832
2015 2,512,372
13
953,000 49,080

37,117,969
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14

2016
2015

2016

2015

2015
2015
2016

12 31
2010
12 31
10
11 19
15,519,398
24

2010
2016
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3,711,797 93,600, 356 39,348

13,203,388

(22,950)

3,348,440 (3,348,440)

(3,130,000) 3,130,000

13,000,000 (13,000,000)

3,711,797 106,818,796 1,346
10

Circular I. Fort. N° 47bis

2014 2015
2014
15,872,698
3,348,440 2016
3,130,000 2,333,120

28 134,860 2014 2015
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15

2016 12 31
2016 2016
2011 3,100,000 2,388,015
2012 3,304,122 2,506,160
2013 3,101,000 2,250,445
2014 2015 3,019,136 2,495,050
2016 3,348,440 3,082,425
2016 12 31 15,872,698 12,722,095
2005 60,000,000
50,000,000
10,000,000 2016 12 31
2016 12 31
2016 2015
2,603,563,578 1,794,463,543
8,036,038 8,260,895
11,780,647 8,355,333
2,623,380,263 1,811,079,771
2016 2015
1,532,309, 759 1,405,787,905
94,447,464 297,629,189
4,161,707 1,969,812
1,630,918,930 1,705,386,906
2016 12 31 24
2013 26 575

2013
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2016 12 31

16
2016 12 31
1,556,640,235

17

18

19
2016 12 31

2015 12

20

31
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2,638,147,665

2016

2,603,439,021
4,628,589
30,080,055

2,638,147,665

3,687,241,556 2015
2016 2015
545,385 556,865
2016 2015
1,351,407 2,313,443
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21
2016 2015
66,722 66,016
161,260 133,860
437,964 68,793
110,970 78,402
776,916 347,071
22
2016 2015
122,929 65,072
293,332 115,459
15,350 4,677
17,528 19,965
449,139 205,173
23
2016 2015
29 18
71 76
76 70
176 164
24
2016 2015
5,151,542 4,931,286

2016 12 31 2015 12 31
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25
2016 2015
1,067,196 1,028,303
361,065 316,394
4,308,794 1,925,092
1,223,338 1,310,126
933,559 857,527
135,383 260,850
3,985,016 3,475,225
12,041,688 10,158,996
5,057,176 3,685,300
1,433,103 1,214,178
30,546,318 24,231,991
2016 12 29 2012 2015
701,908 672,840
2016
26
26.1.
2016 2015
6,270,710 5,215,462
1,892,182 1,566,236
8,162,892 6,781,698
26.2.
2016 2015
33 23,247
661,473 644,289
50,042 44,695
711,548 712,231
27
2015 12 31
63.72 28.53
33
100-8212

100
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2024

0.8

2018

0.8

2016

0.8

100,000

36

0.2
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2014/59/EU
2014/49/EU
2015 12 18
100,000 20,000
12
2024
2015
163
2018 2016
2016
163

429,984 386,277
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29
29.1.
2016 12 31

1,569 0 0 0 1,569
1,980,129,297 0 0 0 1,980,129,297
2,440,465,826 578,000,000 0 0  3,018,465,826

147,465 0 0 0 147,465

0 0 0 13,162 13,162
4,420,744,157 578,000,000 0 13,162  4,998,757,319
1,535,758,747 0 0 0 1,535,758,747
3,299,365,691 0 0 0 3,299,365,691
0 0 0 0 0

545,385 0 0 0 545,385
4,835,669,823 0 0 0 4,835,669,823
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2015 12 31

1,041 0 0 1,041
1,481,703,980 0 0 1,481,703,980
1,305,152,942 804,767,000 0 2,109,919,942

368,502 0 0 368,502

0 0 13,556 13,556
2,787,226,465 804,767,000 13,556  3,592,007,021
1,410,185,042 0 0 1,410,185,042
2,062,070,067 0 0 2,062,070,067
556,865 0 0 556,865
3,472,811,974 0 0 3,472,811,974
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1,513,328,420 14,474,319 0 1,527,802,739 15,342,558

651,787,947 2,811,669 0 654,599,616 2,236,629

2,165,116,367 17,285,988 0 2,182,402,355 17,579,187

1,395,026,531 14,882,836 0 1,409,909,367 14,796,033

1,683,232,675 4,276,834 0 1,687,509,509 5,640,893

3,078,259,206 19,159,670 0 3,097,418,876 20,436,926
2016 12 31 2016 12 31
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2,013,239,129 1,603,112 0 2,014,842,241 15,784,803

1,611,373,895 8,011,462 0 1,619,385,357 10,591,362

3,624,613,024 9,614,574 0 3,634,227,598 26,376,165

2,248,328,181 1,600,907 0 2,249,929,088 18,816,163

532,382,521 0 0 532,382,521 2,303,443

2,780,710,702 1,600,907 0 2,782,311,609 21,119,606
2015 12 31 2015 12 31
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29.3.

2016 12 31

2016

1,980,130,866
1,980,130,866

3,018,465,826

2015

1,481,705,021
1,481,705,021

2,109,919,942

413,806,919 255,517,247
757,029,131 342,992,404
1,828,577,178 1,507,118,254
9,261,471 3,405, 065
9,791,127 886,972
147,465 368,502
125,983 365,584
21,482 2,918
13,162 13,556
10,547 10,863
2,615 2,693

4,998,757,319

3,592,007,021
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29.4.
2016 12 31
2016 2016
1,299,763,106 12,134,109
228,039,632 3,208,449
654,599,617 2,236,629
2,182,402,355 17,579,187
2015 12 31
2015 2015
1,366,652,545 12,240,622
647,955,936 3,542,987
233,760 1,194
1,619,385,357 10,591,362
3,634,227,598 26,376,165
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.

BALANCE SHEET AND OFF BALANCE SHEET ITEMS

December 31, 2016
(expressed in USD)
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
BALANCE SHEET
December 31, 2016
(in USD)

ASSETS

Notes 2016 2015

Cash, balances with central banks and post

- 29.1., 29.3. 1.980.130.866 1.481.705.021
office banks

Loans and advances to credit institutions 3’ 15: 29 3 3.018.465.826 2.109.919.942
a) repayable on demand 1.963.465.826 1.078.152.942
b) other loans and advances 1.055.000.000 1.031.767.000
Loans and advances to customers 29.1., 29.3. 147.465 368.502
Shares and other variable-yield securities g’ 15: 29 3 13.162 13.556
Shares in affiliated undertakings 4, 5, 15 8.036.038 8.260.895
Tangible assets 5 4.627.120 5.600.613
Other assets 158 136
Prepayments and accrued income 6, 15 26.098.088 36.586.892
TOTAL ASSETS 7 5.037.518.723 3.642.455_557

The accompanying notes form an integral part of the annual accounts.
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
BALANCE SHEET
December 31, 2016
(in USD)
- continued -

LIABILITIES

Notes 2016 2015

Amounts owed to credit institutions 15, 29.1. 1.535.758.747 1.410.185.042
a) repayable on demand 1.535.758.747 1.410.185.042
Amounts owed to customers 8, 15, 29.1. 3.299.365.691 2.062.070.067
a) repayable on demand 3.289.365.691 2.062.070.067
b) with agreed maturity dates 10.000.000 0
Other liabilities 9 1.779.768 1.230.625
Accruals and deferred income 10, 15 17.462.016 8.651.896
Provisions 13.349.845 12.645.069
a) provisions for taxation 11 12.136.433 9.111.035
b) other provisions 12 1.213.412 3.534.034
Subscribed capital 13 37.117.969 37.117.969
Reserves 14 110.530.593 97.312.153
Result brought forward 14 1.346 39.348
Profit for the financial year 22.152.748 13.203.388
TOTAL LIABILITIES 16 5.037.518.723 3.642.455.557

The accompanying notes form an integral part of the annual accounts.
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
OFF BALANCE SHEET ITEMS
December 31, 2016

(in USD)
Notes 2016 2015
Contingent liabilities 17, 29.1. 545.385 556.865
of which:
guarantees w0 et lesged
Fiduciary operations 20 64.575.929.958 57.164.073.225

The accompanying notes form an integral part of the annual accounts.

260/331



EDINETOOOO
O00D0Oo00oDOo00ooO00o0bO000bD00ooOodnE3992)
Ooooooooooooooooooad

MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.

PROFIT AND LOSS ACCOUNT

Year ended December 31, 2016
(expressed in USD)
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
PROFIT AND LOSS ACCOUNT
Year ended December 31, 2016

(in USD)

Notes

Interest receivable and similar income
of which :
- Negative interest received on deposits

- Interest Gain from foreign currency
swap

Interest payable and similar charges
of which :

- Negative interest paid on loans and
advances

- Interest Loss from foreign currency
swap

Income from securities

Income from shares and other variable
yield securities

Commission receivable

Commission payable

Net profit on financial operations

Other operating income 21
General administrative expenses

a) staff costs
of which:
- wages and salaries
- social security costs

of which:

- social security costs relating to
pensions

b) other administrative expenses 25

23, 24

Value adjustments in respect of tangible
and intangible assets

Other operating charges 22

262/331

2016 2015
29.666.848 10.274.222
1.866.700 181.978
15.403.567 3.997.581
(7.692.118) (2.311.791)
(5.812.307) (585.056)
(116.191) (17.112)
1.540.691 433.631
1.540.691 433.631
102.098.058 98.428.083
(49.567.473) (43.648.148)
3.841.996 3.694.212
776.916 347.071
(49.304.431) (41.802.616)
(18.758.113) (17.570.625)
(15.510.238) (14.446.414)
(2.190.449) (2.024.301)
(1.388.637) (1.258.548)
(30.546.318) (24.231.991)
(2.121.992) (1.999.802)
(449.139) (205.173)
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Notes 2016 2015
Provision for contingent liabilities and
for commitment 12 2.237.832 (2.512.372)
Tax on profit on ordinary activities 11, 26.1. (8.162.892) (6.781.698)
Profit on ordinary activities after tax 22.864.296 13.915.619
cher taxes not shown under the preceding 26.9. (711.548) (712.231)
items
Profit for the financial year 22.152.748 13.203.388

The accompanying notes form an integral part of the annual accounts.
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.

NOTES TO THE ACCOUNTS

December 31, 2016
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
NOTES TO THE ACCOUNTS
December 31, 2016

NOTE 1 - GENERAL

1.1.

Corporate matters

MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A. (“'the Bank'™) was incorporated
in Luxembourg on April 11, 1974 as a société anonyme.

On April 1, 1996, the Parent Bank, The Bank of Tokyo, Ltd., merged with The Mitsubishi
Bank, Limited to form The Bank of Tokyo-Mitsubishi Ltd., and Bank of Tokyo (Luxembourg)
S_A. changed its name to Bank of Tokyo-Mitsubishi (Luxembourg) S.A..

On October 1, 2005, the indirect shareholder, Mitsubishi Tokyo Financial Group, Inc. (MTFG)
merged with UFJ Holdings, Inc. (UFJ) and formed a new financial group, Mitsubishi UFJ
Financial Group (MUFG).

On January 1, 2006, the Parent Bank, The Bank of Tokyo-Mitsubishi, Ltd. merged with UFJ
Bank Limited to form The Bank of Tokyo-Mitsubishi UFJ Ltd., and Bank of Tokyo-Mitsubishi
(Luxembourg) S.A. changed its name to Bank of Tokyo-Mitsubishi UFJ (Luxembourg) S.A..

On April 2, 2007, the company became a jointly capitalized subsidiary of Mitsubishi UFJ
Trust and Banking Corporation by 70% and Bank of Tokyo-Mitsubishi UFJ Ltd. by 30%, which
are under the same holding company Mitsubishi UFJ Financial Group (MUFG). Consequently,
Bank of Tokyo-Mitsubishi UFJ (Luxembourg) S.A. changed its name to MITSUBISHI UFJ Global
Custody S.A. (MUGC).

On April 28, 2008, MITSUBISHI UFJ Global Custody S.A., has issued 49.080 new shares and the
capital of the company has been increased by USD 1.817.968,52. The total subscribed share
capital is currently set at USD 37.117.968,52. The two major shareholders of MIBL hold
92,25% of the capital, Mitsubishi UFJ Trust and Banking Corporation by 63,72% and Bank of
Tokyo-Mitsubishi UFJ Ltd. by 28,53%.

On August 7, 2014, MITSUBISHI UFJ Global Custody S.A. has established an external branch
located at Ormonde House, 12-13 lower Lesson Street, Dublin 2, lreland. Mitsubishi UFJ
Global

Custody S.A., Dublin Branch is registered as credit institution pursuant to UE Regulation,
1993, under the number 907648.

On May 1, 2016, MITSUBISHI UFJ Global Custody S.A. has changed its name to MITSUBISHI UFJ
INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A. (MIBL).
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The members of the Board of Directors are Senior Executives of Mitsubishi UFJ Trust and
Banking Corporation Group and The Bank of Tokyo-Mitsubishi UFJ Ltd. Group. The business
policy and valuation principles, unless prescribed by the legal requirements existing in
Luxembourg, are determined and monitored by the Board of Directors in accordance with those
applied in Mitsubishi UFJ Financial Group.

Nature of business

The object of the Bank is the undertaking for its own account, as well as for the account
of third parties either within or outside the Grand-Duchy of Luxembourg, of any banking or
financial operations, as well as all other operations, whether industrial or commercial or
in real estate, which directly or indirectly relate to the main object described above.

More specifically, the Bank concentrates its activities on investment management services.

A significant volume of the Bank"s transactions is concluded directly or indirectly with
companies of The Bank of Tokyo-Mitsubishi UFJ Ltd. Group.

Annual accounts

The Bank prepares its annual accounts in US Dollars (USD), the currency in which the
capital is expressed. The Bank"s accounting year coincides with the calendar year.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1.

The Bank prepares its annual accounts under the historical cost principle in accordance
with the laws and regulations in force in the Grand-Duchy of Luxembourg and on the basis of
accounting principles generally accepted in the banking sector in the Grand-Duchy of
Luxembourg.

In observing these, the following significant accounting policies are applied.

The date of recording of transactions in the balance sheet

Assets and liabilities are stated in the balance sheet on the date the amounts concerned
become cleared funds, that is, on their date of effective transfer.
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Foreign currencies

The Bank maintains a multi-currency accounting system which records all transactions in the
currency or currencies of the transaction, on the day on which the contract is concluded.

Assets and liabilities are converted into USD at the spot exchange rates applicable at the
balance sheet date. Both realised and unrealised profits and losses arising on revaluation
are accounted for in the profit and loss account for the year, except for those resulting
from items specifically covered by a forward foreign exchange contract (swap and hedging
forward foreign exchange contract) which are recorded at historical exchange rates.

Revenues and expenses in foreign currencies are translated into USD daily at the prevailing
exchange rates.

At the year-end, all unsettled forward transactions are translated into USD at the forward
rate prevailing on the Balance Sheet date for the remaining maturities.

Results on unsettled forward transactions linked to spot transactions and on swap
transactions are accrued at the balance sheet date. The revaluation of these transactions

does not affect the result of the financial year.

Financial instruments derivatives

The Bank®s commitments deriving from the derivatives financial instruments such as interest
rate swaps, forward rate agreements, financial futures and options are recorded on the
transaction date among the off balance sheet items.

At the year-end, where necessary, a provision is set up in respect of individual unrealised
losses resulting from the revaluation of the Bank®s commitments at market value.

The Bank has constituted a provision for forward derivatives Loss as of December 31, 2016
for an amount of USD 45.798 (2015: USD 57.517).

No provision is set up in those cases where a financial instrument clearly covers an asset

or a liability and economic unity is established or where a financial instrument is hedged
by a reverse transaction so that no open position exists.
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Specific value adjustments in respect of doubtful and irrecoverable debts

It is the Bank®"s policy to establish specific value adjustments in respect of doubtful and
irrecoverable debts, as deemed appropriate by the Board of Directors.

Value adjustments, if any, are deducted from the assets to which they relate.

Value adjustments for possible losses on bills, loans and advances and leasing transactions

The value adjustments for possible losses on loans and advances, if any, are deducted from
the assets to which they relate.

Lump-sum provision for risk exposures

In accordance with the Luxembourg tax legislation, the Bank can establish a lump-sum
provision for risk exposures, as defined in the legislation governing prudential
supervision of banks. The purpose of the provision is to take account of risks which are
likely to crystallise but which have not yet been identified as at the date of preparation
of the annual accounts.

Pursuant to the Instructions issued by the Directeur des Contributions on December 16,
1997, this provision should be made before taxation and should not exceed 1,25% of the
Bank®s risk exposures.

The Bank has not constituted any provision as of December 31, 2016 (2015: USD 0).

Transferable securities

Transferable securities are recorded initially at their purchase price. The average cost
method is used for initial recognition. Value adjustments, calculated as described in note
2.5. or arising from a diminution of value, are deducted from the account balance.
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Tangible and intangible assets

Tangible and intangible assets are valued at purchase price. The value of tangible and
intangible fixed assets with limited useful economic lives is reduced by value adjustments
calculated to write off the value of such assets systematically over their useful economic
lives as follows:

Hardware equipment: 4 years;
Software: 4 years and 5 years;
Other intangible assets: 5 years;
Other tangible assets: 10 years.

Shares in affiliated undertakings

At the Balance Sheet date, shares in affiliated undertakings held as financial fixed assets
are stated at the lower of cost or market value.

Taxes

Taxes are accounted for on an accruals basis in the accounts of the year to which they
relate.

Prepayment and accrued income

This asset item includes expenditure incurred during the financial year but relating to a
subsequent financial year.

Accruals and deferred income

This liability item includes income received during the financial year but relating to a
subsequent financial year.

Provisions
Provisions are intended to cover losses or debts the nature of which is clearly defined and

which, at the date of the balance sheet are either likely to be incurred or certain to be
incurred but uncertain as to their amount or as to the date on which they will arise.
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NOTE 3 - LOANS AND ADVANCES TO CREDIT INSTITUTIONS

Loans and advances to credit institutions other than those repayable on demand may be
analysed according to their remaining maturity as follows:

2016 2015

usD UsD

Not more than three months 477.000.000 227.000.000
More than three months but less than one year 578.000.000 804.767.000

1.055.000.000 1.031.767.000

NOTE 4 - TRANSFERABLE SECURITIES
Transferable securities shown under the items "Shares in affiliated undertakings™ and
"Shares and other variable yield securities” consist entirely of unlisted securities for

USD 8.036.038 and USD 13.162 (2015: USD 8.260.895 and USD 13.556).

Summary of shares in affiliated undertakings

At December 31, 2016, the Bank held at least 20 % of the capital of the following

companies:
Cost Capital Capital and Result for the
held reserves at year ended
31/12/2016 31/12/2016
usD % usD usD
!UiG LUX MANAGEMENT COMPANY 7.778.825 100 % 10.025.692 862.404
MITSUBISHI URJ' INVESTOR 257.213 100 % 1.155.971 197.911

SERVICES Limited

As of December 31, 2016, the share capital of "MUFG LUX MANAGEMENT COMPANY S.A." and
MITSUBISHI UFJ INVESTOR SERVICES Limited" amount respectively to EUR 7.375.041,83 and JPY
30.000.000 respectively (2015: EUR 7.375.041,83 and JPY 30.000.000 respectively).
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The following movements have occurred in the Bank™s fixed assets in the course of the financial

year:

FIXED ASSETS:

1. Shares in
affiliated
undertakings

2. Tangible assets

a) Hardware

b) Software

¢) Other fixtures
and fittings,
flat furniture,
equipment and
vehicles

3. Intangible assets

Goodwi Il acquired
for valuable
Consideration

Gross value
at

the
beginning
of the
financial
year

usD

8.260.895

16.468.587

1.281.369
12.930.805

2.256.413

1.945.439

1.945.439

Additions

uSsD

1.311.229

73.404
1.193.087

44.738

Disposals

uSsD

(146.858)

(138.439)
0

(8.419)

Exchange
difference

usD

(224.857)

(478.305)

(37.215)
(375.556)

(65.534)

0

0

Gross value
at theend
of the
financial
year

usD

8.036.038

17.154.653

1.179.119
13.748.336

2.227.198

1.945.439

1.945.439

Cumulative
value
adjustments

usD

12.527.533

931.947
10.272.378

1.323.208

1.945.439

1.945.439

Net value
at the end
of the
financial
year

usD

8.036.038

4.627.120

247.172
3.475.958

903.990

Goodwi Il acquired for valuable consideration represents the value of the takeover of part of the

client base of another institution.
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NOTE 6 - PREPAYMENTS AND ACCRUED INCOME

The Bank"s prepayments and accrued income may be analysed as follows:

2016 2015
USsD UsD
Prepaid income taxes 119.089 122.070
Accrued interest income 4.629.590 1.536.361
Prepaid general expenses 341.661 2.814.757
Commission on fiduciary operations 1.659.378 1.517.776
Commission on global custody 9.508.271 9.426.884
Commission on investment funds 3.256.497 3.429.370
Other prepayments 320.567 214.721
Advance paid to IRS, US Tax authorities 2.285.714 2.552.106
VAT recoverable 2.536.828 9.666.345
Neutralization of foreign exchange results on position
covered by foreign exchange swap 0 4.970.383
Commission from the Management Company 357.395 98.351
Other accrued income 1.083.098 237.768
26.098.088 36.586.892

NOTE 7 - FOREIGN CURRENCY ASSETS

At December 31, 2016, the aggregate amount of the Bank®s assets denominated in foreign
currencies, translated into USD, is USD 3.681.116.769 (2015: USD 1.553.051.527).

NOTE 8 - AMOUNTS OWED TO CUSTOMERS

As at December 31, 2016, debts other than those repayable on demand amounted to USD
10.000.000 (2015: USD 0).
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NOTE 9 - OTHER LIABILITIES

The Bank™s other liabilities may be analysed as follows:

2016 2015

UsD usD

Preferential creditors 732.625 436.777
Sundry creditors 1.047.143 793.848
1.779.768 1.230.625

NOTE 10 - ACCRUALS AND DEFERRED INCOME

The Bank"s accruals and deferred income may be analysed as follows:

2016 2015
usD usD
Accrued interest expenses 113.912 122.762
Accrued general expenses 3.551.199 2.575.482
Accrued commission 6.454.913 5.881.654
Other accrued expenses 51.140 16.324
Other suspense receipt 56.719 55.674
Deferred income related to custody fees 721.710 0
VAT received from Tax authorities 2012-2014 1.556.606 0
Neutralization of foreign exchange results on position
covered by foreign exchange swap 4.955.817 0
17.462.016 8.651.896

NOTE 11 - TAXATION - EXCHANGE DIFFERENCE: DEFERRED TAXATION

Under Luxembourg fiscal regulations, the Bank"s fiscal Balance Sheet and its results of
operations are required to be expressed in Euro. The earnings of the Bank as determined for
fiscal purposes can differ substantially from earnings reported for accounting purposes as
a result of unrealised profits or losses on the translation of the Bank®"s equity into Euro
equivalents for fiscal purposes.
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In accordance with the Law of July 16, 1987 (as modified), which allows the fiscal
neutralisation of translation gains on exchange on the investment of equity in banks,
unrealised gains which may be caused by a rise in the USD against the Euro can, under
normal circumstances, be neutralised to the extent of the amount that exceeds the
unrealised translation losses previously carried forward.

In accordance with the Law of July 23, 1983, however, which allows the fiscal
neutralisation of translation gains on exchange on the investment of equity in banks,
future unrealised gains which may be caused by a rise in the US dollar against the Euro
can, under normal circumstances, only be neutralised to the extent of the amount that
exceeds the unrealised translation losses previously carried forward.

Consequently, unrealised translation losses on equity are considered to result from a
timing difference and the Bank has provided for revenue taxes on the accounting income as
deferred taxation.

As at December 31, 2014, due to the depreciation of the Euro against US dollars, the
foreign exchange gain on equity had compensated the accumulated negative position. The
deferred tax liabilities had been reduced to USD 0 as of December 2014.

As at December 31, 2016, there is no deferred tax liabilities.

NOTE 12 - OTHER PROVISIONS

The Bank®s other provisions may be analysed as follows:

2016 2015

UsD usD

Provision for remuneration 1.167.614 964.145
Provision for unrealized losses on forward deals

(note 2.3.) 45.798 57.517

Provision for tax liabilities in relation with US 0 2 512.372

taxes
1.213.412 3.534.034

The amount of USD 2.237.832 in the Profit and Loss account for the year ended December 31,
2016 relates to partial write off of the provision of USD 2.512.372 created in 2015 for tax
liabilities in relation with US taxes.
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NOTE 13 - SUBSCRIBED CAPITAL

The Bank™s subscribed and fully paid up capital amounts to USD 37.117.969 for 953.000
shares of Class A and 49.080 shares of Class B.

NOTE 14 - MOVEMENTS IN RESERVES AND RESULT BROUGHT FORWARD

Legal Other  Result brought

reserve reserves forward

USsD UsD UsD

Balance at January 1, 2016 3.711.797 93.600.356 39.348

Profit for the year ended December 31, 13.203.388

2015

Appropriation of profit

- Dividends paid to shareholders (22.950)

- $ginsfer to reserves for Net Worth 3.348.440 (3.348.440)

- Transfer from Reserve for NWT 2010 (3.130.000) 3.130.000

- Allocation to Free reserve 13.000.000 (13.000.000)

Balance at December 31, 2016 3.711.797 106.818.796 1.346

Under Luxembourg law, the Bank must appropriate to a legal reserve an amount equivalent to
at least 5% of the annual net profit until such reserve is equal to 10% of the share
capital. This appropriation is made in the following year. Distribution of the legal
reserve is restricted. This requirement is satisfied as the Bank has reached 10% of the
issued subscribed capital.

Based on the Luxembourg tax law, the Bank has elected to get a tax credit for all or part
of the net worth tax due for that year. This tax credit is however, limited to the amount
of the corporate income tax due for the previous year before the imputation of any tax
credits. In order to profit from this credit, the Bank must commit itself to post before
the end of the subsequent year an amount equal to five times the net worth tax credit to a
special reserve, which has to be maintained for a period of five years.
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The Circular 1. Fort. N° 47bis issued by the Luxembourg Tax Authorities on 19 November
2015, provides for a dedicated rule allowing the taxpayer to create only one net wealth tax
reserve to fully benefit from the Net Wealth Tax reduction for both 2014 and 2015. This
reserve should correspond to five times the amount of the highest reduction available for
2014 and 2015 (transitional measure). The reserve for net worth tax is included in the
Bank"s other reserve for a total amount of USD 15.872.698 (2015: USD 15.519.398).

As resolved in the Annual General Meeting dated March 24, 2016, the Bank has allocated an
amount of USD 3.348.440 to Reserve for Net Worth Tax 2016 and reversed the available Net
worth tax constituted in 2010 which amounted to USD 3.130.000 (EUR 2.333.120).
Additionally, on 28 July 2016, the Bank transferred USD 134.860 from free reserve to Net
Worth Taxes reserve 2014-2015.

The accumulated balance of special reserve for Net Worth Taxes states as follows as at
December 31, 2016.

2016 2016

Reserve for Reserve for

Net Worth Tax Net Worth Tax

Years usD EUR
2011 3.100.000 2.388.015
2012 3.304.122 2.506.160
2013 3.101.000 2.250.445
2014 -2015 3.019.136 2.495.050
2016 3.348.440 3.082.425
Balance at December 31, 2016 15.872.698 12.722.095

In 2005, the Shareholders approved the creation of a special "On-line costs reserve" for a
total amount of USD 60.000.000. In the same year, the Bank used the amount of USD
50.000.000 from this reserve to absorb the losses created by the special "On-line costs".
The remaining balance of USD 10.000.000 is included in the Bank"s other reserves as at
December 31, 2016.
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NOTE 15 - RELATED PARTY BALANCES

As at December 31, 2016, the following balances with related parties are outstanding:

ASSETS

2016 2015
usD usD
Loans and advances to credit institutions 2.603.563.578 1.794.463.543
Shares in affiliated undertakings 8.036.038 8.260.895
Prepayments and accrued income 11.780.647 8.355.333
2.623.380.263 1.811.079.771

LIABILITIES
2016 2015
UsD usD
Amounts owed to credit institutions 1.532.309.759  1.405.787.905
Amounts owed to customers 94.447.464 297.629.189
Accruals and deferred income 4.161.707 1.969.812

1.630.918.930 1.705.386.906

The Bank has not entered into any significant transactions with related parties as defined

in International Accounting Standards 24 "Related Party Disclosures™ which were not made on
terms equivalent to those that prevail in arm®s length transactions as of December 31, 2016
and for the year then ended.

At the request of the Bank, the CSSF has granted a total exemption for the exposures

towards the group (Mitsubishi UFJ Financial Group) in the calculation of large exposure
limits, in accordance with the Regulation (EU) No 575/2013 of June 26, 2013 (Part 1V).
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As at December 31, 2016, the amount towards the group falling under this exemption amounts
to USD 2.638.147.665 and can be analysed as follows:

2016

usb

Loans and advances to credit institutions 2.603.439.021
Prepayments and accrued income 4.628.589
Foreign exchange transactions (Market Risk method) 30.080.055

2.638.147.665

NOTE 16 - FOREIGN CURRENCY LIABILITIES

At December 31, 2016, the aggregate amounts of liabilities denominated in foreign
currencies translated into USD is USD 3.687.241.556 (2015: USD 1.556.640.235).

NOTE 17 - CONTINGENT LIABILITIES

The Bank®s contingent liabilities may be analysed as follows:

2016 2015
UsD UsD
Counter-guarantees issued 545.385 556.865

As at the year-end, there were no related party balances.
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NOTE 18 - COMMITMENTS

The Bank has entered into certain commitments which are not disclosed neither in the
Balance Sheet nor in the Off Balance Sheet Items, but which are significant for the
purposes of assessing the financial situation of the Bank. Details of such commitments are
as follows:

2016 2015
usb usb
Commitments in respect of fixed rental payments 1.351.407 2 313.443

contracted on buildings

As at the year-end, there are no related party balances.
NOTE 19 - OPERATIONS LINKED TO CURRENCY EXCHANGE RATES, INTEREST RATES AND OTHER MARKET RATES

The following types of forward transactions are outstanding as at December 31, 2016 and
2015:

Operations linked to currency exchange rates

- Forward exchange transactions (swaps, outrights).

Operations linked to the foreign currency exchange rates are made to a large extent for the
purposes of covering the existing positions.

NOTE 20 - INVESTMENT MANAGEMENT SERVICES AND UNDERWRITING FUNCTIONS

Management and agency services provided by the Bank include:

Custody and administration of transferable securities;
Fiduciary representations;

Agency functions;

Portfolio management and advice.
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NOTE 21 - OTHER OPERATING INCOME

2016 2015
usD UsD
Sub-Rental Fee received from the Management Company
(Service level agreement) 66.722 66.016
Income from the adjustment of general expenses
regarding previous years 161.260 133.860
Adjustment for commission previous years 437.964 68.793
Other 110.970 78.402
776.916 347.071
NOTE 22 - OTHER OPERATING CHARGES
2016 2015
usD usD
Charge§ from the adjustment of general expenses 122 929 65.072
regarding previous years
Commission previous years 293.332 115.459
Interest on previous years 15.350 4.677
Others operating losses 17.528 19.965
449.139 205.173

NOTE 23 - STAFF NUMBERS

The average number or persons employed during the financial year by the Bank is as follows:

2016 2015

Number Number

Senior management 29 18
Middle management 71 76
Employees 76 70

176 164
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NOTE 24 - MANAGEMENT REMUNERATION

The Bank has granted emoluments in respect of the financial year to the members of the
managerial body of the Bank by reason of their responsibilities as follows:

2016 2015
usD usD
Senior management 5.151.542 4.931.286

During the financial year, no pension commitments to the members of the Board of Directors
and General Management were made.

As at December 31, 2016 and 2015, the Bank did not grant any advances and credits to the
members of the Board of Directors and General Management.

NOTE 25 - OTHER ADMINISTRATIVE EXPENSES

2016 2015

UsD UsD

Rent and related expenses 1.067.196 1.028.303
Telecommunication expenses 361.065 316.394
Professional fees 4.308.794 1.925.092
Data charges 1.223.338 1.310.126
Maintenance 933.559 857.527
Travelling, moving, business trips 135.383 260.850
Service fee 3.985.016 3.475.225
System cost 12.041.688 10.158.996
Service contracts 5.057.176 3.685.300
Other expenses 1.433.103 1.214.178
30.546.318 24.231.991

As of December 29, 2016 the Bank has booked as expenses the remaining balance of
Professional fees and System costs treated as prepaid expenses for the year 2012 to year
2015. (Professional fees : USD 701.908, System cost : USD 672.840).

The increase of the costs for these two items are also due to projects started during the
year 2016.
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NOTE 26 - TAX

26.1. Tax on profit on ordinary activities

2016 2015
UsD UsD
Corporate Income Tax 6.270.710 5.215.462
Municipal Business Tax 1.892.182 1.566.236
8.162.892 6.781.698

26.2. Other taxes not shown under the preceding items
2016 2015
usD usD
Net worth tax 33 23.247
VAT 661.473 644.289
Other taxes 50.042 44.695
711.548 712.231

NOTE 27 - PARENT UNDERTAKING

As of December 31, 2015, the Bank is a jointly capitalized subsidiary of Mitsubishi UFJ
Trust and Banking Corporation by 63,72% and Bank of Tokyo-Mitsubishi UFJ Ltd. by 28,53%,
which are under the same holding company Mitsubishi UFJ Financial Group (MUFG), which is

incorporated under the laws of Japan and whose registered office is in Tokyo.

The annual accounts of the Bank are included in the consolidated accounts of Mitsubishi UFJ

Trust and Banking Corporation, with Registered Financial Institution number 33 at Kanto

Local Finance Bureau Japan and registered address 4-5, Marunouchi 1-Chome, Chiyoda-Ku,

Tokyo 100-8212, Japan.

The consolidated accounts of the holding company Mitsubishi UFJ Financial Group (MUFG) may
be obtained from the head office at 7-1, Marunouchi 2-Chome, Chiyoda-Ku, Tokyo 100, Japan.
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
NOTES TO THE ACCOUNTS
December 31, 2016
- continued -

NOTE 28 - DEPOSIT GUARANTEE SCHEME

The law related to the resolution, reorganisation and winding-up measures of credit
institutions and certain investment firms and on deposit guarantee and investor
compensation schemes (“'the Law'), transposing into Luxembourgish law the directive
2014/59/EU establishing a framework for the recovery and resolution of credit institutions
and investment firms and the directive 2014/49/EU related to deposit guarantee and investor
compensation schemes, was passed on December 18, 2015.

The deposit guarantee and investor compensation scheme currently in place through the
"Association pour la Garantie des Dépdts Luxembourg" (AGDL) will be replaced by a new
contribution based system of deposit guarantee and investor compensation. This new system
will cover eligible deposits of each depositor up to an amount of EUR 100.000 and
investments up to an amount of EUR 20.000. The Law also provides that deposits resulting
from specific transactions or fulfilling a specific social or other purpose are covered for
an amount above EUR 100.000 for a period of 12 months.

The provisions which have been created in the past by credit institutions for the purpose
of AGDL in their annual accounts will be used/released (depending on the accounting
treatment chosen) according to the contributions of the banks to the new Luxembourg banking
resolution fund "Fonds de résolution Luxembourg" (FRL), respectively to the new Luxembourg
deposit guarantee fund "Fonds de garantie des dépdts Luxembourg"™ (FDGL), which is still to
be established.

The funded amount of the FRL shall reach by the end of 2024 at least 1% of covered
deposits, as defined in article 1 number 36 of the Law, of all authorized credit
institutions in all participating Member States. This amount will be collected from the
credit institutions through annual contributions during the years 2015 to 2024.

The target level of funding of the FGDL is set at 0,8% of covered deposits, as defined in
article 163 number 8 of the Law, of the relevant credit institutions and is to be reached
by the end of 2018 through annual contributions. The contributions are to be made in the
form of annual payments during the years 2016 to 2018. For 2016, the credit institutions
have reflected a provision of 0,2% of covered deposits in order to anticipate these
contributions, using/releasing (depending on the accounting treatment chosen) the existing
AGDL provision in their annual accounts.
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NOTES TO THE ACCOUNTS
December 31, 2016
- continued -

When the level of 0,8% is reached, the Luxembourgish credit institutions are to continue to
contribute for 8 additional years in order to constitute an additional safety buffer of
0,8% of covered deposits as defined in article 163 number 8 of the Law.

In 2016 the Bank has paid a contribution to the CSSF for USD 429.984 (EUR 386.277) for FRL.
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
NOTES TO THE ACCOUNTS
December 31, 2016
- continued -

NOTE 29 - FINANCIAL INSTRUMENT DISCLOSURES

29.1. Primary non-trading financial instruments

As at December 31, 2016, the analysis of primary non-trading financial instruments (the Bank has no trading portfolio) by class and residual maturity
is the following:

3 months > 3 months > 1 year > 5 years Total
1 year 5 years

At carrying amount in USD usb usb usb usb usb
FINANCIAL ASSETS
Instrument class
Cash on hand 1.569 0 0 0 1.569
Balances with the BCL 1.980.129.297 0 0 0 1.980.129.297
Loans and advances to credit institutions 2.440.465.826 578.000.000 0 0 3.018.465.826
Loans and advances to customers 147.465 0 0 0 147.465
Shares and other variable yield securities 0 0 0 13.162 13.162
Total 4.420.744.157 578.000.000 0 13.162  4.998.757.319
FINANCIAL LIABILITIES
Instrument class
Amounts owed to credit institutions 1.535.758.747 0 0 0 1.535.758.747
Amounts owed to customers 3.299.365.691 0 0 0  3.299.365.691
Off-balance sheet items disclosed as contingencies 0 0 0 0 0
Guarantees and assets pledged as collateral security 545.385 0 0 0 545.385
Total 4.835.669.823 0 0 0 4.835.669.823
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
NOTES TO THE ACCOUNTS
December 31, 2016
- continued -

As at December 31, 2015, the analysis of primary non-trading financial instruments (the Bank has no trading portfolio) by class and residual maturity
is the following:

3 months > 3 months > 1 year > 5 years Total
1 year 5 years

At carrying amount in USD usb usb usb usb usD
FINANCIAL ASSETS
Instrument class
Cash on hand 1.041 0 0 0 1.041
Balances with the BCL 1.481.703.980 0 0 0 1.481.703.980
Loans and advances to credit institutions 1.305.152.942 804.767.000 0 0 2.109.919.942
Loans and advances to customers 368.502 0 0 0 368.502
Shares and other variable yield securities 0 0 0 13.556 13.556
Total 2.787.226.465 804.767.000 0 13.556  3.592.007.021
FINANCIAL LIABILITIES
Instrument class
Amounts owed to credit institutions 1.410.185.042 0 0 0 1.410.185.042
Amounts owed to customers 2.062.070.067 0 0 0 2.062.070.067
Off-balance sheet items disclosed as contingencies
Guarantees and assets pledged as collateral security 556.865 0 0 0 556.865
Total 3.472.811.974 0 0 0 3.472.811.974
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
NOTES TO THE ACCOUNTS
December 31, 2016
- continued -

29.2. Derivative non-trading financial instruments

As at December 31, 2016, the analysis of OTC derivative non-trading financial instruments (the Bank has no trading portfolio) by class and residual
maturity is the following:

3 months > 3 months > 1 year > 5 years Total Fair value
2i 1 year :i 5 years

At notional payable amount in USD usb usb usb usb usb usb
FINANCIAL ASSETS
Instrument class
Foreign exchange transactions
Forwards 1.513.328.420 14.474.319 0 0 1.527.802.739 15.342.558
Swaps 651.787.947 2.811.669 0 0 654.599.616 2.236.629
Total 2.165.116.367 17.285.988 0 0 2.182.402.355 17.579.187
FINANCIAL LIABILITIES
Instrument class
Foreign exchange transactions
Forwards 1.395.026.531 14.882.836 0 0 1.409.909.367 14.796.033
Swaps 1.683.232.675 4.276.834 0 0 1.687.509.509 5.640.893
Total 3.078.259.206 19.159.670 0 0 3.097.418.876 20.436.926

These amounts include OTC derivative non-trading financial instruments with a trade date before December 31, 2016 and a value date after December 31,
2016.
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As at December 31, 2015, the analysis of OTC derivative non-trading financial instruments (the Bank has no trading portfolio) by class and residual

maturity is the following:

At notional payable amount in USD

FINANCIAL ASSETS
Instrument class

Foreign exchange transactions
Forwards
Swaps

Total

FINANCIAL LIABILITIES
Instrument class

Foreign exchange transactions
Forwards
Swaps

Total

3 months > 3 months > 1 year > 5 years Total Fair value
23 1 year 5 years

usD usD usD usD usD usb
2.013.239.129 1.603.112 0 0 2.014.842.241 15.784.803
1.611.373.895 8.011.462 0 0 1.619.385.357 10.591.362
3.624.613.024 9.614.574 0 0 3.634.227.598 26.376.165
2.248.328.181 1.600.907 0 0 2.249.929.088 18.816.163
532.382.521 0 0 0 532.382.521 2.303.443
2.780.710.702 1.600.907 0 0 2.782.311.609 21.119.606

These amounts include OTC derivative non-trading financial instruments with a trade date before December 31, 2015 and a value date after December 31,

2015.
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
NOTES TO THE ACCOUNTS
December 31, 2016
- continued -

29.3. Information on credit risk on primary non-trading financial instruments

As at December 31, 2016, the Bank is exposed to the following credit risk on primary non-
trading financial instruments:

2016 2015
Carrying Carrying
amount amount
in USD in USD
FINANCIAL ASSETS

By instrument class and geographic location
Cash, balances with the BCL 1.980.130.866  1.481.705.021
EU member countries 1.980.130.866  1.481.705.021
Loans and advances to credit institutions 3.018.465.826 2.109.919.942
EU member countries 413.806.919 255.517.247
North & Central America 757.029.131 342.992.404
Asia 1.828.577.178 1.507.118.254
Europe, non-EU member countries 9.261.471 3.405.065
Australia and New Zealand 9.791.127 886.972
Loans and advances to customers 147.465 368.502
EU member countries 125.983 365.584
North & Central America 21.482 2.918
Shares and other variable yield securities 13.162 13.556
North & Central America 10.547 10.863
EU member countries 2.615 2.693
Total 4.998.757.319 3.592.007.021
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
NOTES TO THE ACCOUNTS
December 31, 2016
- continued -

29.4. Information on derivative non-trading financial instruments

As at December 31, 2016, the Bank is exposed to the following credit risk on derivatives
non-trading financial instruments:

2016 2016
Notional/ Risk
payable equivalent
amount amount
in USD in USD
FINANCIAL ASSETS
By instrument class and geographic location
Foreign exchange transactions
Forwards
EU member countries 1.299.763.106 12.134.109
America 228.039.632 3.208.449
Swaps
EU member countries 654.599.617 2.236.629

Total 2.182.402.355 17.579.187
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MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
NOTES TO THE ACCOUNTS
December 31, 2016
- continued -

As at December 31, 2015, the Bank is exposed to the following credit risk on derivatives
non-trading financial instruments:

2015 2015
Notional/ Risk
payable equivalent
amount amount
in USD in USD
FINANCIAL ASSETS
By instrument class and geographic location
Foreign exchange transactions
Forwards
EU member countries 1.366.652.545 12.240.622
America 647.955.936 3.542.987
Asia 233.760 1.194
Swaps
EU member countries 1.619.385.357 10.591.362

Total 3.634.227.598 26.376.165
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Independent Auditor®s Report

To Brown Brothers Harriman Trust Company (Cayman) Limited solely in its capacity as trustee of
Gaikadate World Investment Grade Bond Open Currency Selection

We have audited the accompanying financial statements of Gaikadate World Investment Grade
Bond Open Currency Selection (the "Fund™), a sub-trust of Kokusai Cayman Trust, which
comprise the statement of assets and liabilities, including the schedule of investments, as
of December 31, 2015, and the related statements of operations and of changes in net assets
and the financial highlights for the year then ended. These financial statements and
financial highlights are hereafter collectively referred to as "financial statements".

Management®s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal
control relevant to the Fund"s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Fund"s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the
financial statements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

323/331



EDINETOOOO
O00D0Oo00oDOo00ooO00o0bO000bD00ooOodnE3992)
Ooooooooooooooooooad

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Gaikadate World Investment Grade Bond Open Currency
Selection, at December 31, 2015, and the results of its operations, changes in its net
assets and the financial highlights for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

PricewaterhouseCoopers
June 22, 2016
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Report of Independent Auditors

To Brown Brothers Harriman Trust Company (Cayman) Limited solely in its capacity as trustee of
Gaikadate World Investment Grade Bond Open Currency Selection

We have audited the accompanying financial statements of Gaikadate World Investment Grade Bond
Open Currency Selection (the "Fund™), a sub-trust of Kokusai Cayman Trust, which comprise the
statement of assets and liabilities, including the schedule of investments, as of December 31,
2016, and the related statements of operations and of changes in net assets and the financial
highlights for the year then ended. These financial statements and financial highlights are
hereafter collectively referred to as "financial statements™.

Management®s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors® Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud
or error. Inmaking those risk assessments, we consider internal control relevant to the Fund"s
preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Fund"s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, inall material
respects, the financial position of Gaikadate World Investment Grade Bond Open Currency Selection,
as of December 31, 2016, and the results of its operations, changes in its net assets and the
financial highlights for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

PricewaterhouseCoopers
May 11, 2017
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UFJ S.A.

2016 12 31
UFJ
S.A.

UFJ S.A. 2016 12 31
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To the Board of Directors of

MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A.
287-289, Route d*Arlon

L-1150 Luxembourg

REPORT OF THE REVISEUR D"ENTREPRISES AGREE

Report on the annual accounts

Following our appointment by the Board of Directors, we have audited the accompanying annual
accounts of MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S.A., which comprise the
Balance Sheet as at December 31, 2016 and the Profit and Loss Account for the year then
ended, and a summary of significant accounting policies and other explanatory information.

Responsibility of the Board of Directors for the annual accounts

The Board of Directors is responsible for the preparation and fair presentation of these
annual accounts in accordance with Luxembourg legal and regulatory requirements relating to
the preparation of the annual accounts, and for such internal control as the Board of
Directors determines is necessary to enable the preparation of annual accounts that are free
from material misstatement, whether due to fraud or error.

Responsibility of the réviseur d"entreprises agréé

Our responsibility is to express an opinion on these annual accounts based on our audit. We
conducted our audit in accordance with International Standards on Auditing as adopted for
Luxembourg by the Commission de Surveillance du Secteur Financier. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the annual accounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the annual accounts. The procedures selected depend on the réviseur
d"entreprises agréé”s judgement, including the assessment of the risks of material
misstatement of the annual accounts, whether due to fraud or error. In making those risk
assessments, the réviseur d"entreprises agréé considers internal control relevant to the
entity"s preparation and fair presentation of the annual accounts in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity"s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Board of Directors, as well as evaluating the overall
presentation of the annual accounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
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Opinion

In our opinion, the annual accounts give a true and fair view of the financial position of
MITSUBISHI UFJ INVESTOR SERVICES & BANKING (LUXEMBOURG) S_A. as of December 31, 2016, and of
the results of its operations for the year then ended in accordance with Luxembourg legal
and regulatory requirements relating to the preparation of the annual accounts.

Other information

The Board of Directors is responsible for the other information. The other information
comprises the information included in the management report but does not include the annual
accounts and our report of réviseur d"entreprises agréé thereon.

Our opinion on the annual accounts does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the annual accounts, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially
inconsistent with the annual accounts or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report
this fact. We have nothing to report in this regard.

Report on other legal and regulatory requirements

The management report is consistent with the annual accounts and has been prepared in
accordance with the applicable legal requirements.

For Deloitte Audit, Cabinet de révision agréé

Raphaél Charlier, Réviseur d"entreprises agréé
Partner

March 14, 2017
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