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THE GLOBAL DIVERSIFICATION FUND — MULTI-MANAGER EMERGING
MARKETS DEBT INVESTMENT FUND

GENERAL INFORMATION

The following informaiion is derived from and should be vead in conjunclion with the Prospectus as amended on
18 April 2019,

The Global Diversification Fund {the “Trust”™) was established on 24 September 2609 under the laws of Jersey,
Channel Islands by the Trust instrument betweeq, Siate Street Fund Services (Jersey) Limited (manager of the
Fund up to 22 June 2017) and State Street Custodial Services (fersey) Limited (the “Trustee™). The Trust has been
authorised nnder the teoms of which a number of individual funds may be established to which differing
investment policies may be applicd.

The Multi-Manager Emerging Markets Debt Investment Fund (the “Fund”) was established on 20 January 2012
was authorised by the Jersey Financial Services Commission under the Collective Investment Funds (Jersey) Law
1988 (the “CIF Law™).

With effect from 23 June 2017 Carne Global AIFM Solutions (C.1.) Limited (the “Manager”) replaced State Street
Fund Services (Jersey) Limited as the Manager of the Fund.

On 15 March 2018 all issued Units in the Multi Manager Emerging Markets Debt Investment Fund were listed on
The International Stock Exchange (“TISE”).

The decision to list was based on the investor preference that they invest in a listed vehicle. The majority of
investors in the Global Diversification Fund (“GDF”) had been interested in listing the units in order to provide
more substance to their investments by providing additional layer of governance in the respective jurisdiction.

GDF’s are open-ended funds — they are open to an unlimited number of institutional investors.

INVESTMENT OBJECTIVE

The investment objective of the Multi-Manager Emerging Markets Debt Investment Fund is to seek to achieve
long-term out-performance of the JP Morgan EMBI Global Diversified Index (US$ hedged in JPY) by operating
as a fund of funds and primarily investing its assets in various Underlying Funds investing in emerging markets
debts. The Manager will select Underlying Funds based on its assessment of the investment skills of the relevant
Underlying Fund’s independent portfolio manager.

PRICES

The prices for buying and selling Redeemable Participating Units in the Fund are calculated by reference to the Net
Asset Value per Redeemable Participating Unit. The issue price is calculated by reference to the Net Asset Value of
each Redeemable Participating Unit on the relevant valuation point and rounded upwards to the nearest whole cent.
The sales charge, if any, to be paid per Redeemable Participating Unit shall be calculated as a percentage of the issue
price at a rate determined in its discretion by the Manager or its duly authorised agent not exceeding 3%. The
redemption price payable on redemption of Redeemable Participating Units is calculated by reference to the Net Asset
Value of each Redeemable Participating Unit on the relevant valuation point less an adjustment to round the resulting
amount down to the nearest whole cent.
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MARKETS DEBT INVESTMENT FUND

GENERAL INFORMATION (continued)

DEALING

The dealing day shall be the Wednesday of each week and the first business day after each calendar month end or
such other or additional days from time to time as determined by the Manager. Applications for the issue of
Redeemable Participating Units must be received by the Manager before 12 noon (Jersey time) on the business day
immediately preceding the relevant dealing day on which Redeemable Participating Units are to be issued.

Redemption requesis must ue received by the Manager prior to 12 noon (Jersey time) on tne business ady
theodeadin eéﬁ\i“ vaikivh Redssmabln 4 suinbe ;

DISTRIBUTIONS TO UNITHOLDERS

The Manager will determine semi-annually if and to what extent distributions will be made out of net income and, if
considered appropriate, out of net realised capital gains and net unrealised capital gains. The distributions shall be
paid semi-annually in March and September each year. Distributions are disclosed in the Statement of Total Retumn.
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THE GLOBAL DIVERSIFICATION FUND — MULTI-MANAGER EMERGING
MARKETS DEBT INVESTMENT FUND

STATEMENT OF RESPONSIBILITIENS OF TRIE MANAGER AND TRUSTEE

i. Maunager

The Manvager is responsible for the preparation of the financial stateraents for each {inancial year which give
a true and fawe view ol the state of alfairs of the Fund at the end of the vear and of its total return for that vear,
The Manager has elected to prepare the financial staternents in accordance with the Financial Reporting
Standard 102 “Financial Reporting” (FFR3 10277); the Financial Reporting Standard applicable in the United
Kingdom (“UK”) and Repubiic of Irefand.

In preparing the financial statements the Manager is required to:

. select suitable accounting policies and then apply them consistently;
. make judgments and estimates that are reasonable and prudent;
. state whether applicable UK and Republic of Ireland accounting standards have been followed,

subject to any material departures disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Fund will continue in operation.

The Manager is also required to manage the Fund in accordance with the Trust Instrument, maintain proper
accounting records which disclose with reasonable accuracy at any time the financial position of the Fund
and enable them to ensure that the financial statements comply with the Trust Instrument and generally
accepted accounting principles.

2. Trustee
The Trustee is responsible for safeguarding the assets of the Fund and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities and for ensuring the Fund has been managed, in
all material respects:
. in accordance with the limitations imposed on the investment and borrowing powers of the Manager
and Trustee in the Trust Instrument, by the scheme particulars and by all regulations for the time

being in force; and

. otherwise in accordance with the provisions of the Trust Instrument and those regulations.
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TRUSTEE REPORT TO THE REDEEMABLE PARTICIPATING UNITHOLDERS OF THE GLOBAL
DIVERSIFICATION FUND - MULTI-MANAGER EMERGING MARKETS DEBT INVESTMENT
FUND

We have enquired into the conduct of Carne Global AIFM Solutions (C.I.) Limited in the management of the
Fund for the year ended 31 December 2021, in our capacity as Trustee.

In our opinion the Fund has been managed in that year in all material respects:

: snmentandbonowing pow dhedianeg
Tmstee by the Trust Instrument, by the scheme particulars and by all regulations for the time bemg in
force; and

b) otherwise in accordance with the provisions of the Trust Instrument and those regulations.

W%NLWCV\ \.

State Street Custodial Services (Jersey) Limited
Lime Grove House

Green Street

St Helier

Jersey JE1 28T

Channel Islands

Date: 20 May 2022
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in our opinion the financial statements:

e Give a true and fair view of the assets, liabilities and financial position of the Fund as at 31 December 2021
and of the loss for the financial period then ended; and

e Have been properly prepared in accordance with the United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the
UK and Republic of Ireland”.

The financial statements we have audited comprise:

¢ The Statement of Total Return;
e The statement of changes in net asset attributable to redeemable participating unitholders;
e The balance sheet; and

The related notes 1 to 22.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the
UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

We conducted our audit in accordance with International Standards on Auditing (Ireland} issued by the Irish Auditing
& Accounting Supervisory Authority {“IAASA”) and the Ethical Standard for Auditors (Ireland) as issued by IAASA. Our
responsibilities under those standards are described below in the “Auditor's responsibilities for the audit of the
financial statements” section of our report.

We are independent of the Fund in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Ireland, including the Ethical Standard issued by the Irish Accounting and Auditing Supervisory
Authority, as applied to public interest entities, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

e Valuation of Financial Assets at Fair Value Through Profit or Loss; and
e Existence of Financial Assets at Fair Value Through Profit or Loss




The mﬂ‘er(ahfu that we used in the current financial pericd was 1% of the avc‘rage

net asset value attributable to the Redeemable Participating Unitholders (the

In auditing the financial statements, we have concluded that the Manager’s use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Our evaluation of the Manager’s assessment of the fund’s ability to continue to adopt the going concern basis of
accounting included:

¢ We challenged the reasonableness of the key assumptions applied by the Manager in their assessment;

®  We held discussions with the Manager on the going concern assessment, the future plans for the fund and
the feasibility of those plans;

s  We reviewed all board meeting minutes during the year up to the date of approval of the financial
statements, for evidence of any discussions and/or decisions that cou!”‘ impact the fund’s ability to continue

as a going concern;
¢ Wereviewed the composition of the investment portfolio subsequent to the financial year end; and
e We evaluated the adequacy of the relevant going concern disclosures made in the financial statements,

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the fund’s ability to continue as a going
concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the Manager with respect to going concern are described in the
relevant sections of this report.

Key audit matter are those matters that, in our professional judgement, were of most significance in our audit of the
financial statements of the current financial period and include the most significant assessed risks of material
misstatement (whether or not due to fraud) we identified, including those which had the greatest effect on: the
overall audit strategy, the allocation of resources in the audit; and directing the efforts of the engagement team.
These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion therean, and we do not provide a separate opinion on these matters.
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Ky audit rﬁat%er k As at 31 December 2021 the Financial Assets at Fair Value Th rough Profit or Loss of $31,959,269,840
description make up approximately 96.7% of the Fund’s total assets of $33,049,434,325.

The valuation of financial assets at fair value through profit or loss is considered a key audit matter .
as financial assets at fair value through profit or loss represents a significant balance on the Balance .
Sheet.

There is a risk that financial assets and liabilities at fair value through profit or loss are
valued incorrectly as a result of incorrect NAV's from the underlying administrators which could
result in the valuation being materially misstated.

Refer also to note 1 and 2 in the financial statements.

How the scope ofour  We have performed the following procedures:

audit responded to the

key audit matter e We obtained an understanding and evaluated the key controls that have been
implemented over the valuation process for financial assets at fair value through profit or
loss.

e We independently confirmed the Net Asset Values ("NAVs") of the underlying Collective
Investment Schemes ("CIS") with the underlying administrator and reviewed the latest
audited financial statements available.

e Where 2021 audited financials where not available we reviewed the prior year audited
financial statements of the underlying funds.

key audit mafter As at 31 December 2021 the Financial Assets at Fair Value Through Profit or Loss of $31,959,269,840
description make up approximately 96.7% of the Fund’s total assets of $33,049,434,325.

The existence of financial assets at fair value through profit or loss is considered a key audit matter
as financial assets at fair value through profit or loss represents a significant balance on the Balance
Sheet.

There is a risk that financial assets and liabilities at fair value through profit or loss are materially
misstated due to errors that may occur in the recording of the number of units held by the fund.

Refer also to note 1 and 2 in the financial statements.

How the scope of our We have performed the following procedures:

audit responded to the

key audit matter e We abtained an understanding and evaluated the key controls that have been
implemented over the reconciliation process for financial assets at fair value through profit
or loss from the administrator or underlying CIS.

e We obtained independent confirmations from the underlying CIS administrators at the
financial year end and agreed the amounts held to the investment portfolio.

e We investigated any reconciling items between the independent confirmations and the
investment portfolio.

Our audit procedures relating to these matters were designed in the context of our audit of the financial statements
as a whole, and not to express an opinion on individual accounts or disclosures. Our opinion on the financial
statements is not modified with respect to any of the risks described above, and we do not express an opinion on
these individual matters.
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We define materiality as the magnitude of misstatement that makes it probable that the economic decisions of a
reasonably knowledgeable person, relying on the financial statements, would be changed or influenced. We use
Fovriali b th i I i k o.0f c.auditiwarl d.in ! i th crlie.nf inrle

We determined materiality for the Fund to be 1 % of average net assets. We have considered the average net assets
to be the critical component for calculating materiality because the main objective of the Trust is to provide
unitholders with a total return. We have considered quantitative and qualitative factors such as understanding the
entity and its environment, history of misstatements, complexity of the Trust and reliability of control environment.

We agreed with the Manager that we would report to the Manager any audit differences in excess of 5% of
materiality, as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds.
We also report to the Manager on disclosure matters that we identified when assessing the overall presentation of
the financial statements.
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f financial assets, the

Our audit is a risk based approach taking into account the structure of the Fund, ty

involvement of the third party service providers, the accounting processes and controls in place, and the industry in
which the Fund operates.

We have conducted our audit based on the books and records maintained by the Fund. We focused our audit scope,
and the extent of our testing, based on our assessment of the risks of material misstatement and of the materiality
determined. Audit work to respond to the risks of material misstatement was performed directly by the audit
engagement team.

The Manager is responsible for the other information. The other information comprises the information included in
the Annual Report, other than the finandial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report,
we da not express anv form of assurance conclusion thereon.

in connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. !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 that fact.

We have nothing to report in this regard.

As explained more fully in the statement of responsibilities of the Manager and Trustee, the Fund Manager is
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view,
and for such internal control as the Fund Manager determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.



Deloitte.

In prenaring the financial statements, the Manager is respensible for assessing the Fund’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and uszing the goling concern basis of
accounting unless the Manager either intends to liquidate the Fund or to cease operations, or have no realistic
afternative but 1o do so.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (Ireland) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs (Ireland), we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e  Obtain an understanding of internal control relevant to the audit 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Manager.

e Conclude on the appropriateness of the Manager’s use of the going concern basis of accounting and,
based on the audit evidence cbtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Fund’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of the auditor’s report. However,
future events or conditions may cause the Fund to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that the
auditor identifies during the audit.

For listed entities and public interest entities, the auditor also provides those charged with governance with a
statement that the auditor has complied with relevant ethical requirements regarding independence, including the
Ethical Standard for Auditors (lreland) 2016, and communicates with them all relationships and other matters that
may reasonably be thought to bear on the auditor’s independence, and where applicable, related safeguards.
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Where the auditor is required to report on key audit matters, from the matters communicated with those charged
with governance, the auditor determines those matters that were of most significance in the audit of the financial
statements of the current period and are therefore the key audit matters. The auditor describes these matters in
the auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely

be communicated in the auditor’s report

benefits of such communication.

This report is made solely to the fund’s unitholders, as a body, in accordance with our engagement letter. Our audit
work has been undertaken so that we might state to the fund’s unitholders those matters we are expected to state
to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the fund and the fund’s unitholders as a body, for our audit work,
for this report, or for the opinions we have formed.

Following the recommendation of the Board, we were appointed on 17 March 2022 to audit the financial

£ A My N A R [

statements f financial period ended 31 December 2021 and subsequent financial periods.

The non-audit services prohibited by IAASA’s Ethical Standard were not provided and we remained independent of
the Fund in conducting the audit.

Our audit opinion is consistent with the additional report to the Board we are required to provide in accordance
with ISA (freland) 260.
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Darren Griffin

For and on behalf of Deloitte Ireland LLP

Chartered Accountants and Statutory Audit Firm
Deloitte & Touche House, Earlsfort terrace, Dublin 2

23 May 2022
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MARKETS DEBT INVESTMENT FUND

Statement of Total Retoun

Year ended

Year ended

31/12i21 3112728
Notes JPY Jpy JPY JPY
Net capital gain/(loss) on investments 9 2,405,105,880 (611,293,407
Otirer net (losses)/gains 10 (3,690,793,255) 1,155,030,410
Revenue 11 - -
Expenses 12 (120,070,358) {113,700,916)
Net expenses before taxation (120,070,358) (113,700,916)
Taxation 4 - -
Net expenses after taxation (120,070,358) (113,700,916)
Total return before distributions (1,405,757,733) 430,036,087
Distributions 7 - -
Change in net assets attributable to
Unitholders (1,405,757,733) 430,036,087

In arriving at the results for the year, all amounts in the Statement of Total Return relate to continuing activities.

Statement of Changes in Net Assets attributable to Redeemable Participating Unitholders

Year ended
31/12/21
JPY JPY
Total Net Assets attributable to Redeemable
Participating Unitholders at the start of the year 34,132,793,438
Movement due to sales and repurchase of Units:
Amounts receivable on creation of Units -
Amounts payable on redemption of Units -
Change in net assets attributable to
Unitholders (1,405,757,733)
Total Net Assets attributable to Redeemable
Participating Unitholders at the end of the year 32,727,035,705

Year ended
to 31/12/290
JPY JPY

33,702,757,351

430,036,087

34,132,793,438

The Notes on pages 13 to 27 form an integral part of these financial statements.
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Balance Sheet

Assets
Fair value of investments

exchange contracts
Cash and bank balances

1,951,879, 056 ‘

Liabilities

exchange contracts
Creditors - amounts falling due within one year

Redeemable Participating Unitholders)

3i/12/23 31/12/26
Notes JPY JPY
8 31,959,269,840 32,065,336,837
Unrealised gain on open forward foreign cuirency
8 14,036,467 157,029,464
i3 i,076,128,018
: 35049434305 LIS ETA A5,
Unrealised loss on open forward foreign currency
8 (292,125,805) (11,689,818}
14 (30,272,815) {29,762,101)
Total Liabilities (excluding net assets attributable to
(322,398,620) (41,451,919)
Net assets attributable o Redeemable Participating
32,727,035,705 34,132,793,438

Unitholders

The financial statements on pages 11 to 27 were approved by the Manager, Carne Global AIFM

IK

]
. c ‘
ool Ha— ised Si
[ e [IA Authorised Signatory

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Authorised Signatory

Analysis of Total Assets

Selutions {(C.1) Limited on 20 May 2022 and signed on

its behalf b

% of Total

Assets
Collective investment schemes 96.70
Derivatives 0.04
Other current assets 3.26
100.00

The Notes on pages 13 to 27 form an integral part of these financial statements.




THE GLOBAL DIVERSIFICATION FUND — MULTI-MANAGER EMERGING

MARKETS DEBT INVESTMENT FUND

Notes to the Financial Stateroents for the vear ended 31 December 2021

1

1)

b)

Significant accouwnting policies
Bagsis of preparation of finaucial siztements

Statement of Compliznce

These Financial Staterments have been prepared in accordance with the Financial Reporting Standard 102
“Financial Reporting” (“FRS 102”); the Financial Reporting Standard applicabie in the UK and Republic of
freland and certain elements of the Statemeni of Recommended Practice (the “SORP”) - Financial
Statements of Authorised Funds, issued by the Investinent Management Association (“IMA”) in May 2014,

The financial statements are not required to comply with the SORP. The Manager has chosen to comply
with most of the provisions of the SORP as this represents best accounting practice and reflects the nature
of the Fund’s investment business. The financial statements depart from the SORP in that they do not
include an Investment Adviser’s Report and Investment Portfolio since the Investment Adviser reports to
the Redeemable Participating Unitholders on a regular basis and it is not cost effective to duplicate this
work.

The financial statements also depart from the SORP in that they do not include transaction costs
disclosures. Due to operational challenges in extracting the transaction costs on the purchase and sale of
open forward foreign currency exchange contracts, open futures contracts, credit default swaps and
swaptions, transaction costs on these instruments cannot be separately identified.

The financial statements also depart from the SORP in that they do not include reconciliation of net distribution
for the year to net revenue after tax and they do not include disclosure of the exposure to each derivative
counterparty and the nature of collaterals held or pledged in respect of those positions.

Furthermore and for consistency reasons, the financial statements depart from the SORP in that they do not
include details of major purchases and sales of investments, five year net asset per unit tables, total expense
ratios, dividend table, detail about investment and borrowing powers, comparative table, risk disclosures
pertaining to the weighted average interest rate of fixed rate instruments and the weighted average period
for which interest rates are fixed.

The format and wording of certain line items on the primary statements contains departures from the SORP
to reflect this Fund’s structure as an Investment Fund.

As allowed under FRS 102 Section 11.2 the Fund has adopted the provisions of International Financial
Reporting Standard 9 “Financial Instruments” (“IFRS 9”) and International Accounting Standard 39
“Financial Instruments” (“IAS 39”) relating to recognition and measurement of financial instruments.

The Fund has only adopted the disclosure requirements of FRS 102 relating to Basic Financial Instruments
and Other Financial Instruments. The fair valuation input utilised by the Fund is the last traded market price
or the latest available net assets value for investments in collective investment schemes. The Fund departs
from the SORP in that the use of the last traded market price or the latest available net assets value is not in
accordance with the SORP which states the fair value of long positions should be the quoted bid price. The
use of the last traded market price or the latest available net assets value is however in accordance with the
pricing requirements of the Prospectus.

All references to net assets throughout the document refers to net assets attributable to holders of
Redeemable Participating Units unless otherwise stated.

Basis of accounting

The financial statements are prepared under the historical cost convention as modified by the inclusion of
financial instruments at fair value. The financial statements are prepared in Japanese Yen (JPY).

13



THE GLOBAL DIVERSIFICATION FUND - MULTI-MANAGER EMERGING
MARKETS DEBT INVESTMENT FUND

Notes to the Financial Statemerits for the year ended 31 December 2021 {continued)
1. Significant accounting policies (continued)
¢}  Income and expenses recognition
Investment income is recognised on an accruals basis. Income which suffers a deduction of tax at source is

shown gross of withholding tax.

Dividend income arising from investiments is recognised when the right to receive payment is established,
armatly denh : :

Expenses are accounted for on an accruals basis.

d)  Net capital gains and losses on investments
Realised gains and losses on sales of investments are calculated based on ihe difference beiween the
average historical cost of the investment in local currency and the sales proceeds. Total realised and
unrealised gains and losses on investments reflecting changes in the fair value of investments held during
the year together with any profit or loss on disposal are included in net capital gains or losses on

investments in the Statement of Total Return.

Derivatives or forward contracts are used for efficient portfolio management. Where such financial instruments
are used to protect or enhance capital, the realised gains and losses on settled contracts and unrealised gains and
losses on open contracts derived therefrom are included in other net gains or losses on invesiments in the
Statement of Total Return.

e) Fair value of investments

31 £ AR EratoaR

The Fund values its investments in accordance with IFRS 9 as described below:

Collective investment schemes - investments in collective investment schemes are valued at the year end date
on the basis of the latest available net asset value per unit in such schemes. Investment schemes listed on a
recognised stock exchange or other regulated market are valued at the current last traded market price on the
stock exchange or market which constitutes the principal market for such scheme. Unlisted investments are
valued based on the latest available net asset value for the shares or units obtained from the relevant
administrator. The last traded market price or the latest available net asset value constitute the fair value.
Changes in fair value are recognised as unrealised gains or losses and are included in net capital gain or loss on
investments in the Statement of Total Return. Realised gains or losses, being the difference between the
investment's cost price and the sales price, are recognised as net capital gain or loss on investmenis in the
Statement of Total Return.

Derivative instruments - exchange traded derivative instruments are valued at the settlement price for such
instruments on such market and the unrealised changes in fair value are included in unreaiised gain or losses in
the Balance Sheet and in the other net gains or losses in the Statement of Total Return.

Forwards - the fair value of open forward foreign currency exchange contracts is calculated as the difference
between the contracied raic and the current forward rate that would close out the contract on the balance sheet
date. Gains or losses on open forward foreign exchange contracts are included in the unrealised gain or loss on
open forward foreign currency on the Balance Sheet until the contracts are terminated, at which time realised
gains or losses are recognised in other net gains or losses in the Statement of Total Return. Realised gains or
losses are calculated as the difference between the original contracted rate and the current daily settlement rate.

Recognition/Derecognition - purchases and sales of investments are recognised on trade date i.e. the date on
which the Fund commits to purchase or sell the asset. Investments are initially recognised at fair value and
transaction costs for all financial assets carried at fair value through profit or loss are expensed as incurred.

Investments are derecognised when the rights to receive cash flows from the investments have expired or the
Fund has transferred substantially all risks and rewards of ownership.

14
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MARKETS DEBT INVESTMENT FUND

Netes to the Financial Statements for the year ended 31 December 2021 (continued)

I

9

g)

Significant accounting policies {continued)

Foreign exchange

Foreign cwrency assets aidl liabilities, mcluding investmenis, are translated o JPY at the closing
exchange rate on the last business day of the Fund’s financial year. The foreign exchange gain ot foss based
on the translation of the original cost of the investments is included in the net capital gains or losses in the
Statement of Total Retumn, the gain or loss arising on the translation of other monetary assets and liabilities,
is included in other net gains or losses in the Statement of Total Return.

Foreign currency transactions are translated into Japanese Yen at the rate of exchange ruling on the date of
the transaction.

Foreign exchange gains and losses arising between the transaction and settlement dates on purchases or
sales of foreign currency denominated securities and financial derivative instruments are included in other
net gains or losses in the Statement of Total Return.

Open foreign currency forward exchange contracts are revalued to a forward rate at the year end. The
resulting unrealised gain or loss between this rate and the contract rate is included in other net gains or
losses in the Statement of Total Return. Any open positions in these types of transactions at the year end are
included in the Balance Sheet at their unrealised changes in fair value.

Going concern

The Fund invests in open-ended fund structures, the strategies of which require these structures to invest in
actively traded listed securities and bonds with limited restrictions not to invest in investiments, which are
not readily marketable.

The Manager believes that the underlying structures can arrange liquidity in a short time to meet any of the
Fund’s redemption requests.

The Fund can redeem its invested units in these structures, on a weekly basis based on prices received by
the administrators of these structures per dealing days therefore the Fund’s investments are frequently
traded and liquid.

Even in the presence of any redemption restrictions in the underlying structures on any particular dealing
day, the Fund can still redeem its invested umits up to a certain percentages of the total NAV of the
underlying structures at any dealing day.

Furthermore, the Manager is comfortable with the redemption terms and the ability to meet Unitholders
redemptions in a timely manner. The Manager has powers under the trust instrument to be able to defer any
large redemption requests for a certain time period in order to give the investment advisor time to raise
sufficient cash.

The Manager is also monitoring the level of potential redemptions or redemptions instructed by the
investors and provides regular updates and has regular meetings with the Redeemable Participating
Unitholders to keep a track of any on-going issues which might affect the continuation of the Fund.

The Manager will always maintain sufficient cash to meet its expenses requirement which are not material.
As a consequence, the Manager believes that the Fund is well placed to meet any obligations, which are

primarily the redemption requirements, that might fall due should there be insufficient cash available at that
time.
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Notes to the Financial Statements for the year ended 31 December 2021 (continued)
1. Significant accounting policies {continued)

g}  Going concern (continued)
After reviewing all available information, the Manager has formed a judgment at the time of approving the
financial statements, that there is a reasonable expectation that the Fund has adequate financial rescurces {o
continue in operational existence for the foreseeable future, being at least 12 months from the approval of

the financial statemenis. Accordingly, the Manager continues to adopi the going concern basis of

SOt aring e finanvishstatomentsy .

h)  Cash flow
The Fund qualifies for an exemption from the need to prepare a Statement of Cash Flows as it meets the
following conditions:

() substantially all of the entity’s investinents are relatively liquid;

(i}  substantially all of the investments are carried forward at fair value; and

(ii))  the entity provides a Statement of Changes in Net Assets Atiributable to Redeemable Participating
Unitholders.

The Fund has availed of the exemption available to open-ended investment funds under FRS 102 Section
7.1A and is not presenting a Statement of Cach Flows.

\ and is not presenting a Sta nt of Cash F
i) Redeemabie Participating Uniis
The Redeemable Participating Units are redeemable at the unitholder’s option and are classified as financial
liabilities.

Distributions

Distributions on Redeemable Participating Units are disclosed in the Statement of Total Return.
Distributions are calculated in line with the Prospectus and are discretionary in nature and as such do not
constitute a contracted obligation.

2. Fair value hierarchy

The SORP requires disclosure relating to the fair value hierarchy in which fair value measurements are
categorised for assets and liabilities. The disclosures are based on a three-level fair value hierarchy for the
inputs used in valuation techniques io measure fair value.

The fair value hierarchy as required under the SORP is based on the valuation inputs used to fair value the
financial assets and liabilities and consideration of the market activity for each individual financial asset
and liability. The definition for Levels 1, 2 and 3 are set out below.

Level 1:The unadjusted quoted price in an active market for identical assets or liabilities that the entity can
access at the measurement date,

Level 2. Inputs other than quoted prices included within Level | that are observable (i.e. developed using
market data) for the asset or liability, either directly or indirectly;

Level 3:Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.

The level in the fair value hierarchy within which the fair value measurement was categorised in its entirety
was determined on the basis of the lowest level input that was significant to the fair value measurement in
its entirety. For this purpose, the significance of an input was assessed against the fair value measurement
in its entirety. If a fair value measurement used observable inputs that required significant adjustment based
on unobservable inputs, that measurement was a Level 3. Assessing the significance of a particular input to
the fair value measurement in its entirety required judgment, considering factors specific to the asset or
liability. The determination of what constituted “observable” required significant judgment by the Manager.
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Notes to the Financial Statemenis for the year ended 31 December 2621 (continued)

2.

Fair vaiue hierarchy {voniinued)

The Manager considered observable date to be that market data which was readily available, regularly
distributed or updated, reliabie and verifiabie, not proprietary, and provided by independent sources that are
actively involved in the relevant market.

Critical aceounting estimates and accounting judgments

Management makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The significant estimates, assumptions and
accounting judgments that are material to the financial statements are outlined in the following tables.

The fair value of investments held in unquoted collective investment schemes is derived from the
underlying net asset value "NAV" of the investments which is generally determined under accepted
accounting principles of their respective jurisdiction. Such unquoted collective investment schemes are
classified as level 2 as they are regularly traded and their underlying investments are predominately in listed
equites or quoted fixed income investments which are indirectly observable prices included in the NAV.
Forward foreign exchange contracts are also classified as level 2 as the valuation is based on pricing source
supported by observable input (the Forward rate). As at 31 December 2021 and 31 December 2020, there
were no Level 1 or Level 3 instruments held.

The following tables are a summary of the fair value hierarchy applied under the SORP in valuing the
Fund’s financial assets and liabilities measured as at 31 December 2021 and 31 December 2020:

31 December 2021 Level 1 Level 2 Level 3 Total
JPY JPY JPY JPY

Financial assets at fair value through statement
of total return:

Collective investment schemes - 31,959,269,840 - 31,959,269,840
Unrealised gain on open forward foreign currency

exchange contracts - 14,036,467 - 14,036,467
Total financial assets at fair value through

statement of total return - 31,973,306,307 - 31,973,306,307

Financial liabilities at fair value through
statement of total return:
Unrealised loss on open forward foreign currency

exchange contracts - (292,125,805) - (292,125,805)
Total financial liabilities at fair value through
statement of total return - (292,125,805) - (292,125,805)

31 December 2020 Level 1 Level 2 Level 3 Total
JPY JPY JPY JPY

Financial assets at fair value through statement
of total return:

Collective investment schemes - 32,065,336,837 - 32,065,336,837
Unrealised gain on open forward foreign currency

exchange contracts - 157,029,464 - 157,029,464
Total financial assets at fair value through statement

of total return - 32,222,366,301 - 32,222.366,301

Financial liabilities at fair value through
statement of total return:
Unrealised loss on open forward foreign currency

exchange contracts - (11,689,818) - (11,689.818)
Total financial liabilities at fair value through
statement of total return - (11,689,818) - (11,689,818)
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Notes to the Financial Statements for the year ended 31 December 2021 (continued)

3.

Significant agreements and related parties

viagager

Carne Global AIFM Soiutions (C.1.) Limited has been appointed to act as the Manager of the Fund pursuant
to the Trust Instrument. The Fund pays to the Manager a fee equal 1o 0.04 % per annum of the adjusted Net
Asset Value of ecach Fund subject to a minimum monthly fee of US$6,500 as defined by the Fund's
Prospectus or in accordance with any side letter agreement in force. The Manager’s fees are calculated and
ac weekly and paid guarterly in arrear 1 s al ifled fo. rec

certain out of pocket expenses including transaction fees incurred in carrying out its duties under the Trust
Instrument.

The Manager shall be entitled to receive out of the Fund a transaction charge of US$20 for each
application, redemption or conversion of Redeemabie Pariicipating Units in the Fund and on investment of
the Fund’s assets in an underlying fund that is managed, advised, sponsored or administered by the
Manager or any of its affiliates or to which the Manager or any of its affiliates provides custodial or other
services. On investment of a Fund’s assets in a non-affiliated Underlying Fund, the Manager shall be
entitled to receive out of the Fund a transaction charge of up to US$100.

Trustee

State Street Custodial Services (Jersey) Limited has been appointed to act as Trustee of the Fund’s assets
pursuant to the Trust Instrument. The Fund pays the Trustee a fee equal to 0.01% per annum of the adjusted
Net Asset Value of the Fund. The Trustee’s fees are calculated and accrued on each valuation point and

1 1l 11y el 2 o} call 4L ailld O Ok ©allil vValllailQll 1319

paid quaiterly in arrears.

The Trustee is also entitled to recover certain out of pocket expenses incurred in carrying out its duties
under the Trust Instrument. Assets of the Fund are held on behalf of the Trustee by the State Street global
custodian network.

Investment Adviser

Nissay Asset Management Corporation has been appointed to act as Investment Adviser pursuant to the
Investment Advisory Agreement. As specified in the Fund's Prospectus or any side letter agreement in
force, the Fund pays to the Investment Adviser a fee at the following rates per annum of the adjusted NAV
of the Fund:

o Up to first JPY20bn  0.30%,
The next JPY20bn  0.25%,
e Excess of JPY40bn  0.20%.

The Investment Adviser's fees are calculated and accrued on each valuation point and paid quarterly in
arrears.

Administrator
The fees of the Administrator are borne by the Manager. The Administrator's properly incurred expenses and
disbursements shall be borne by the Fund.

Under the definition included in Section 33 of FRS 102 "Related Party Disclosures” the Manager and Trustee
are considered related parties to the Fund. Information required to be disclosed under Section 33 of FRS 102 is
included in this Note and Notes 12, 14 and 20.

[y
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MARKETS DEBT INVESTMENT FUND

Notes ts the Financial Statements for the vear ended 31 December 2921 (continued)

4,

Taxatien

Prima facie under Jersey tax law, the Trusiees of a fersey Trust are subject to Jersey tax on the incorne which
arises 1o them In their capscity as Trusice. Notwithstanding this, by concession, oun the basis that all
Redecmable Participating Unitholders beneficially entitled to disuibutions from the income of the Fund are
aon-resident & Jersey for tax purposes, the Fund will not be subject {o Jersey income tax on all income arising
outside Jersey aid bank interest arising in Jersey.

The Fund will be subject to Jersey income tax at the general income tax rate (currently 20%) on any income
arising in Jersey, The Manager does not intend to conduct the business of the Fund so as to give rise to taxable

Jersey source income.

Redeemable Pariicipating Unitholders not resident in Jersey will not suffer Jersey tax on distributions on units
held and no Jersey tax is payable by Redeemable Participating Unitholders on redemption proceeds of units.

Capital gains, dividends and interest on securities held in the Fund may be subject to withholding or capital
gains taxes imposed by the country of origin of the issuer of any such securities.

There were no withholding tax on investment income received for the year ended 31 December 2021 (2020:
JPYNil) and Capital Gains tax for the year ended 31 December 2021 amounted to JPYNil (2020: JPYNil).

Net asset value per Redeemable Participating Unit

For the Redeemable Participating Units to be classified as equity instruments they are required to meet all
three of the following conditions:

(i) The Fund is a stand-alone fund or is the sub fund of an umbrella;
(i) The Fund has only a single class of units; and
(iii) The Fund is not obliged to distribute by way of cash any part of the total return to unitholders.

The Fund does not meet all of the conditions and so the Redeemable Participating Units are classified as Debt.

The NAYV per Redeemable Participating Unit is determined as at each Dealing Day by dividing the NAYV of the
Fund by the number of Redeemable Participating Units in issue.

The dealing NAV per Redeemable Participating Unit based on the mid-market valuation of investments as
at 31 December 2021 was JPY912,574.11 (2020: JPY951,772.84).

Redeemable Participating Units in issue

The number of Redeemable Participating Units in issue as at 31 December 2021 was 35,862.33 (2020:
35,862.33).

The following tables show the movement in the number of Redeemable Participating Units for the year
ended 31 December 2021 and 31 December 2020:

31 December 2021 31 December 2020

Opening balance 35,862.33| | Opening balance 35,862.33
Units issued - | Units issued -
Units redeemed - Units redeemed -
Closing balance 35,862.33| | Closing balance 35,862.33
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Notes to the Finanecial Statements for the year ended 31 December 2021 (continued)

7.

Distributions to Redeemable Participating Unitholders

No distributions were paid to the Redeemable Participating Unitholders during the vyear ended

31 December 2021 (2020: JPYNil)

Fair value of investments

%

10.

ii.

Historical cost as at 1 January
Additions

Disposals

Historical cost as at 31 December
Unrealised surplus for the year
Fair value as at 31 December

Unrealised gain on open forward foreign currency exchange
contracts

Unrealised loss on open forward foreign currency exchange
contracts

Net unrealised (loss)/gain as at 31 December

Net capital gain/(lossj on investments

Note

Proceeds from sales of investments during the year

Historical cost of investments sold during the year

Net gain/(loss) realised on investments sold during the

year 1(d)
Net unrealised (surplus) at the start of the year

Net unrealised surplus at the end of the year 1(d)
Net capital gain/(loss) on investments during the year

Other net (losses)/gains

31/12/21 31/12/20
S g}ﬁ i
29,230,252,954 30,235,469,107
4,406,450,089 4,161,205,048
(6,600,639,945) {5,166,421.201)
27,036,063,098 29,230,252,954
4,923 206,742 2,835,083,883
31,959,269,840 32,065,336,837
14,036,467 157,029,464
(292,125,805) (11,689,818}
(278,089,338) 145,339,646
Year ended Year ended
31/12/21 31/12/20
JPY JPY
6,917,622,966 4,850,350,011
(6,600,639,945) (5,166,421,201)
316,983,021 (316,071,190}
(2,835,083,883) (3,130,306,100)
4,923,206,742 2,835,083,883
2,405,105,880 (611,293,407)

o

1/12/21
JPY

(3,690,793,255)

Year ended

There were no revenue received during the year ended 31 December 2021 and 31 December 2020.

D
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Notes to the Financial Stateinents for the year ended 31 December 2021 (continaed)

i2.

13.

14.

15.

Expenses
Note Year endad Year ended
IU/1224 3111229
JPY JrY
Payabsle to the Manager
Managerneni fee 3 {13,358.515) (12,807,404)
Payable to the Trustee
Trustee fee 3 (3,332,889) (3,195,860)
Payable to the Investment Adviser
Investment advisory fee 3 (93,322,067) (89,896,622)
Payable to the Custodian and Sub-Custodian
Custodian and Sub-Custodian fee (3,332,889) (3,195,860)
Other expenses
Audit fee (2,162,970) (1,605,395)
Interest expense (3,264,110) -
Other expenses (1,296,918) (2,999,775)
(6,723,998) (4,605,170)
Total expenses (120,070,358) (113,700,916)
Cash and bank balances 31/12/21 31/12/20
JPY JPY
Cash and bank balances 1,076,128,018 1,951,879,056
Creditors — amounts falling due within one year 31/12/21 31/12/20
JPY JPY
Accrued expenses — related parties (28,210,433) (28,318,100)
Accrued expenses — other parties (2,062,382) (1,444,001)
(30,272,815) (29,762,101)

Accrued expenses payable to related parties are unsecured, non-interest bearing and repayable on demand.
Efficient portfolio management

The Fund may employ investment techniques and financial derivative instruments for efficient portfolio
management and/or investment purposes subject to the conditions and within the limits from time to time as per
the Prospectus.

A forward contract locks-in the price an asset may be purchased or sold at on a future date. In currency forward
contracts, the contract holders are obligated to buy or sell the currency at a specified price, at a specified
quantity and on a specified future date, whereas an interest rate forward determines an interest rate to be paid or
received on an obligation beginning at a start date sometime in the future. Forward contracts may be cash
settled on a gross or net basis between the parties. These contracts cannot be transferred. The Fund’s use of
forward foreign exchange contracts may include, but is not limited to, altering the currency exposure of
securities held, hedging against exchange risks, increasing exposure to a currency, and shifting exposure to
currency fluctuations from one currency to another.

As at 31 December 2021, the Fund had a net unrealised (loss) on open forward foreign exchange contracts of
JPY(278,089,338) (2020: net unrealised gain JPY 145,339,646).
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16. Market and risk implications
As described in Note 1, the Manager has prepared the financial statements on the going concern basis. In
doing so, and in pursuing the investment objectives referred to on page 1, the Manager has considered the

following market and risk implications.

The market risk of the Fund may be affected by three main components: changes in actual market prices,

& i
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The Manager performs quarterly reviews and agrees on policies for managing each of these risks. The
Manager receives quarterly reporting on risk matters and reviews the risk management process on an
annual basis. These policies have remained substantially unchanged since the beginning of the vear to
which these financial statements relate.

Interest rate risk

Interest rate risk is defined as the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in the market interest rates. This risk arises on financial instruments whose fair
value or future cash flows are affected by changes in interest rates. The Fund is not exposed to significant
interest rate risk as the majority of the Fund's financial assets are investments in collective investment

schemes which neither nay interest nor have a maturitv date ﬁ{f‘ppf on its cash an ank balances that are
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subject to variable interest rates.

and 31 December 2020:

31 December 2021 Interest Bearing
Maturity Date  Maturity Maturity
Less than 1 Date 1 — Date More Non-interest

Year 5 Years than 5 Years Bearing Total
JPY JPY JPY JPY JPY
Assets
Investinents - - - 31,959,269,840 31,959,269,840
Unrealised gain on open forward
foreign currency exchange contracts - - - 14,036,467 14,036,467
Cash and bank balances™ 1,076,128,018 - - - 1,076,128,018
Total Assets 1,076,128,018 - - 31,973,306,307 33,049,434,325
Liabilities
Unrealised loss on open forward
foreign currency exchange contracts - - - (292,125,805)  (292,125,805)
Creditors - amounts falling due
within one year - - - (30,272,815) (30,272,815)
Total Liabilities {excluding net
assets attributable te Redeemable
Participating Unitholders) - - - (322,398,620)  (322,398,620)
Net Assets 1,076,128,018 - - 31,650,907,687 32,727,035,705

N2
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Notes to the Financial Statements for the year ended 31 December 2021 {continued)

i6.  Market and risk tmplications {countinued)

Interest rate risk (continued)

31 December 2020 Intcrest Bearing
Maturity Date  Matority Taturity
Less than | Date $ —  Date More Mon-interest
Year 5 Years than 5 Years Bearing Total
JPY JPY JPY JPY JPY
Assets
Investments - - - 32,065,336,837 32,065,336,837

Unrealised gain on open forward
foreign currency exchange contracts - - - 157,029,464 157,029,464
Cash and bank balances* 1,951,879,056 - - - 1,951,879,056

Total Assets 1,951,879,056 - - 32,222,366,301 34,174,245,357
Liabilities

Unrealised loss on open forward

foreign currency exchange contracts - - - (11,689,818) (11,689,818)
Creditors - amounts falling due

within one year - - - (29,762,101)  (29,762,101)

Total Liabilities (excluding net
assets attributable to Redeemable
Participating Unitholders) - -

(41,451,919)  (41,451,919)

Net Assets 1,951,879,056 - - 32,180,914,382 34,132,793,438

* Cash and bank balances only are subject to variable interest rates.

A 5% change in the interest rates, with all other variables held constant, would result in JPY 53,806,401
(2020: JPY97,593,953) change in Net Assets.

Foreign currency risk

Foreign currency risk is the risk that the fair value of the future cash flows of a financial instrument will
fluctuate because of changes in the rate of exchange between the currency in which the financial asset or
financial liability is denominated in and the functional currency of the Fund.

A portion of the financial assets of the Fund is denominated in currencies other than the JPY with the effect
that the Balance Sheet and Statement of Total Return can be significantly affected by currency movements.

The following table sets out the Fund's net exposure to foreign currency as at 31 December 2021 and 31

December 2020.
Currency Assets Liabilities Net Exposure
31/12121 31/12/20 31/12/21 31/12/20 31712221 3171220
JPY JPY JPY JPY JPY JPY
USD 32,961,790,819 32,132,578,792 - (11,689,818) 32,961,790,819  32,120,888,974
32,961,790,819 32,132,578,792 - (11,689,818) 32,961,790,819  32,120,888,974
JPY 87,643,506 2,041,666,565  (322,398,620) (29,762,101) (234,755,114)  2,011,904,464

33,049,434,325 34,174,245,357 (322,398,620) (41,451,919) 32,727,035,705  34,132,793,438
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16.

ekiguidityelele

Market and risk implications {continued)

Foreign currency risk (continued)

The impact of a 10% exchange rate increase between JPY and the foreign currencies relevant to the Fund is
JPY3,296,179,082 (2020: JPY3,212,088,897). A 10% decrease would have an equivalent but opposiie
effect.

Liquidity risk is the rlsk lhat an entity w111 encounter dlfﬁculty in meetmg obhgatlons associated w1th
financial liabilities.

The Fund is a Funds of Funds investing primarily in quoted and unquoted collective investment schemes
and thus it might not be possible to easily realise the unquoted collective investment schemes and free up
liquidity. However, the Manager (and the majority of the underlying funds) has powers under the Trust
Instrument to be able to defer any large redemption requests for a certain time period in order to give the
Investment Adviser time to raise sufficient cash.

As at 31 December 2021 the Fund invested 96.70% (2020: 93.83%) of its assets in collective investment
schemes.

Other obligations of the Fund include payables for investments purchased and accrued expenses. Payables
for investments purchased are typically settled within three days of the security trade date. Accrued
expenses of the Fund fv‘nlcn"v have a n'mfnritv of hetween one and three monthe denending on the timin
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of when invoices are received and processed.

The Fund may from time to time invest in derivative contracts traded over-the-counter, which are not traded
in an organised public market and may be illiquid. As a result, the Fund may not be able to liquidate
quickly its investments in these instruments at an amount close to their fair value in order to meet its
liquidity requirements or to respond to specific events such as deterioration in the creditworthiness of any
particular issuer.

As at 31 December 2021 and 31 December 2020 the Fund’s financial liabilities had maturity dates of less
than 3 months.

o
Credit risk

. : taol ; AT Tz
Exposure to credif risk arises from counterparties failing to mect all or part of their obligations. This

includes changes to the market value of assets caused by changes in perception of the creditworthiness of
counterparties. The maximum exposure is equal to the carrying amount of those assets.

The Fund may be exposed to a credit risk on brokers, investees and counterparties with whom they trade
and will also bear the risk of settlement default. Details of how the Fund manages its exposure to credit
risk are contained in the Fund’s Prospectus.

The risk of default on securities transactions is considered minimal as the vast majority of securities are
dematerialised and thus the book entry is made for cash settlement at the same time as the book entry for
the transfer of the security. A irade will fail if either party fails to meet its obligation.

Derivatives used by the Fund may be exchange traded or OTC. Exchange traded derivatives transactions
are considered to create a minor risk of default, as the exchange involved will generally guarantee trades
effected on the exchange.
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ie.

17.

Market and risk implications {continuzd)

Credit iisk {coniinved)
The Fund restricts its exposure to credit losses on OTC derivative instruments it holds by limiiing its
gxposure in accordance with the investment restrictions set out in the respective Fund Prospectus.

The Fund will be exposed to the risk of the Custodian or cerfain custodians used by the Custedian, in
relation to the Fund's cash held by the Custodian. In event of insolvency or bankruptcy of the Custodian,

the Fund will be treated as a general creditor of the Custodian in relation to cash holdings of the Fund.

The following table details the exposure to credit risk at the reporting date:

31/12/21 31/12/20

JPY JPY

Financial derivative instruments 14,036,467 157,029,464
Cash and bank balances 1,076,128,018 1,951,879,056
1,090,164,485 2,108.908,520

Capital risk management

The capital of the Fund is represented by the net assets attributable to holders of Redeemable Participating
Units. The amount of net assets attributable to holders of Redeemable Participating Units can change
significantly as the Fund is subject to subscriptions and redemptions. The Fund’s objective when managing
capital is to safeguard the Fund’s ability to continue as a going concern in order to provide returns for
unitholders and benefits for other stakeholders and to maintain a strong capital base to support the
development of the investment activities of the Fund. There is no externally-imposed capital requirement to
the Fund.

In order to manage capital risk, the Fund’s policy is first to monitor the levels of potential redemptions, and
the levels of intended subscriptions and redemptions actually instructed by investors. The Trustee and the
Manager monitor capital on the basis of the value of net assets attributable to Redeemable Participating
Unitholders.

Market price risk
The Fund’s investments are susceptible to market price risk arising from uncertainties about future prices of
the instruments. The Fund's market price risk is managed through a combination of ways outlined in the
Fund’s Prospectus.

A 15% change in the actual market prices at the year-end date, with all other variables held constant, would
result in JPY4,752,177,075 (2020: JPY4,831,601,472) change in Net Assets.

Significant events during the year

During the year, the coronavirus (COVID-19) outbreak has caused extensive disruptions to businesses and
economic activities globally. The uncertainties over the emergence and spread of COVID-19 have caused
market volatility on a global scale. In accordance with the requirements of FRS102, the fair valuations at

the date of the Balance Sheet reflect the economic conditions in existence at that date.

There were no other significant events during the year.
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Notes to the Financial Statements for the year ended 31 December 2021 (continued)
18. Significant events after the year end

Since the year end COVID-19 continues to rapidly spread around the world. The ultimate economic fallout
from the pandemic and the long-term impact on economies, markets, industries and individual issuers are
not known. The Manager continucs to monitor the situation closely.

On 24 February 2022 Rusma cngagea in military actions in the boverexgn terruory of Ukrame The Mangel
ey Pand ; s . %

actions by governments and developmenls of the crisis. The Manager of the Fuud will further assess the
impact on the Sub-Fund’s portfolio operations and valuation and will take any potential actions nceded, as
facts and circumstances are subject to change and may be specific to investment strategies and jurisdictions.

The Fund had indirect exposure to Russian positions as at 20 May 2022.

Deloitte Ireland LLP have been appointed as auditors of the Fund for financial periods starting from 1
January 2021.

Between the date of the Balance Sheet and the date of approval of these financial statements, the JP Morgan
EMBI Global Diversified Index (USS hedged in JPY) has decreased by 16.86%

Subsequent to the year end, as at 17 May 2022, the NAV per Redeemable Participating Unit of the Fund has
decreased from JPY912,574.11 to JPY758,507.00. The total NAV of the Fund has decreased from
JPY32 777 035 705 to TPV]S QSQ 287 870, Thig movement takes into account routine trancactions hut alan

reﬂects the significant market movements of recent months.

The Manager has not gated nor deferred any unitholder’s redemption requests to date and is not aware of
any final unitholder redemption requests subsequent to year end.

No invested units’ redemptions were gated or deferred by the underlying investment structures subsequent
to year end.

There have been subsequent material redemptions in the Fund of JPY10,000,000,000. There are no post
Balance Sheet events which require adjustment at the year end

The Global Diversification Funds Supplemental Trust Instrumeut is due to be approved by the Manager and

Trustee on 20 May 2022. The summary of non-material updates is as follows:

° Definition of a dealing day is to change (removing dealing on the month end price);

° Definition of a valuation point is to change (to account for no month end dealing day); and
o Clarificatory wording on the pricing of collective investment schemes added.

There we no other significant events after the year end.
19. Ultimate controlling party

The Manager considers there to be no ultimate controlling party.
208.  Related party transactions

The Manager earned fees of JPY13,358,515 (2020: JPY12,807,404) during the year of which
JPY 3,314,816 remained payable at the year end (2020: JPY3,329,616). The Investment Adviser carned fees
of JPY93,322,067 (2020: JPY89,896,622) during the year of which JPY23,238,203 remained payable at the
year end (2020: JPY23,323,692). The Trustee earned fees of JPY3,332,889 (2020: JPY3,195,860) during
the year of which JPY828,707 remained payable at the year end (2020: JPY832,396). The Custodian and
Sub-Custodian earned fees of JPY3,332,889 (2020: JPY3,195,860) during the year of which JPY 828,707
remained payable at the year end (2020: JPY832,396).
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THE GLOBAL DIVERSIFICATION FUND — MULTI-MANAGER EMERGING
MARKETS DEBT INVESTMENT FUND

MNotes to the Financial Statements for the year ended 31 December 2021 {continued)

21.  Apyproval of the financial statements

The finaccial statements were approved by the Manager, Came Gichal AIFM Sclutions {C.L) Limited on
20 May 2022,
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