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iSHARES SYSTEMATIC ALTERNATIVES 
ACTIVE ETF 

Stock Exchange: NASDAQ 

Investment Objective 

The iShares Systematic Alternatives Active ETF (the “Fund”) seeks total return over 
the long term. 

Fees and Expenses 

The following table describes the fees and expenses that you will incur if you buy, 
hold and sell shares of the Fund. The investment advisory agreement between 
BlackRock ETF Trust (the “Trust”) and BlackRock Fund Advisors (“BFA”) (the 
“Investment Advisory Agreement”) provides that BFA will pay all operating expenses 
of the Fund, except: (i) the management fees, (ii) interest expenses, (iii) taxes, (iv) 
expenses incurred with respect to the acquisition and disposition of portfolio 
securities and the execution of portfolio transactions, including brokerage 
commissions, (v) distribution fees or expenses, and (vi) litigation expenses and any 
extraordinary expenses. The Fund may incur “Acquired Fund Fees and Expenses.” 
Acquired Fund Fees and Expenses reflect the Fund’s pro rata share of the fees and 
expenses incurred indirectly by the Fund as a result of investing in other investment 
companies. The impact of Acquired Fund Fees and Expenses is included in the total 
returns of the Fund. 

You may pay other fees, such as brokerage commissions and other 

fees to financial intermediaries, which are not reflected in the table 

and Example below. 

Annual Fund Operating Expenses 
(ongoing expenses that you pay each year as a 
percentage of the value of your investments) 

Management 
Fees1 

Distribution and 
Service (12b-1) 

Fees 
Other 

Expenses2 

Total Annual 
Fund 

Operating 
Expenses Fee Waiver 

Total Annual 
Fund 

Operating 
Expenses 

After Fee Waiver 

0.99% None 0.00% 0.99% (0.00)% 0.99% 

1 As described in the “Management” section of the Fund’s prospectus beginning on page 21, 
BFA has contractually agreed to waive a portion of its management fees in an amount equal 
to the aggregate Acquired Fund Fees and Expenses, if any, attributable to (i) investments by 
the Fund in other equity and fixed-income mutual funds and exchange-traded funds (“ETFs”) 
advised by BFA or its affiliates and (ii) other exchange-traded products sponsored by BFA or 
its affiliates, through June 30, 2027. As described in the “Management” section of the Fund’s 
prospectus beginning on page 21, BFA has contractually agreed to waive a portion of its 
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management fees in an amount equal to the aggregate Acquired Fund Fees and Expenses, if 
any, attributable to investments by the Fund in money market funds managed by BFA or its 
affiliates through June 30, 2027. The agreement (with respect to either waiver) may be 
terminated upon 90 days’ notice by a majority of the non-interested trustees of the Trust or 
by a vote of a majority of the outstanding voting securities of the Fund. 

2 Other Expenses are based on estimated amounts for the Fund’s current fiscal year. 

Example. This Example is intended to help you compare the cost of owning shares 
of the Fund with the cost of investing in other funds. The Example assumes that you 
invest $10,000 in the Fund for the time periods indicated and then sell all of your 
shares at the end of those periods. The Example also assumes that your investment 
has a 5% return each year and that the Fund’s operating expenses remain the same. 

Although your actual costs may be higher or lower, based on these assumptions, 
your costs would be: 

1 Year 3 Years 

$101 $315 

Portfolio Turnover The Fund may pay 
transaction costs, such as commissions, 
when it buys and sells securities (or 
“turns over” its portfolio). A higher 
portfolio turnover rate may indicate 
higher transaction costs and may result 
in higher taxes when Fund shares are 
held in a taxable account. These costs, 
which are not reflected in the Annual 
Fund Operating Expenses or in the 
Example, affect the Fund’s performance. 
There has been no portfolio turnover 
because the Fund has not commenced 
operations as of the date of this 
prospectus (the “Prospectus”). 

Principal Investment 

Strategies 

The Fund seeks to achieve its 
investment objective by investing in a 
range of global asset classes and a 
diversified set of alternative (or 
non-traditional) strategies that seek to 
provide total return in both periods of 
strong returns and periods of market 
stress. The Fund intends to allocate its 
investments across multiple investment 

strategies, certain of which will use both 
long and short positions. Such 
strategies look to identify overvalued, 
undervalued or mispriced asset classes 
and securities through proprietary 
ranking techniques and quantitative 
model-based approaches. Securities 
analyzed include a broad universe of 
equity, fixed income, commodity, 
currency, and other instruments and 
span developed and emerging markets 
and market sectors. Both asset 
allocation strategies (i.e., seeking active 
returns by investing across sectors, 
asset classes and geographies) and 
security selection strategies (i.e., 
seeking active returns by evaluating and 
identifying securities within allocations 
in terms of expected excess return and 
risk) may be considered. The Fund’s 
investment process is a systematic, 
model-driven implementation based on 
fundamental drivers of expected returns, 
risk and transaction costs. 

The Fund may invest in both U.S. and 
non-U.S. securities, including securities 
of companies located in emerging 
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markets without limit. The Fund may 
also invest in foreign issuers in the form 
of depositary receipts. The Fund may 
invest in non-U.S. dollar denominated 
investments, including investments 
denominated in European and Asian 
currencies and in other non-U.S. and 
emerging market currencies. The Fund 
may have significant exposure to 
foreign currencies. The Fund’s 
investments in non-U.S. dollar based 
assets may be made on a currency-
hedged or unhedged basis. The Fund 
may invest in companies of any market 
capitalization. 

The Fund’s investment in debt 
securities may include U.S. 
Government and agency securities, 
foreign government and supranational 
debt securities, corporate bonds, 
mortgage-related securities and asset-
backed securities, mortgage 
to-be-announced (“TBA”) securities, 
emerging market debt securities, 
preferred securities, structured 
products, credit- linked notes, 
mezzanine securities, senior secured 
floating rate and fixed rate loans or 
debt, second lien or other subordinated 
or unsecured floating rate and fixed 
rate loans or debt, convertible debt 
securities, and derivatives with similar 
economic characteristics. The Fund 
may invest in fixed, variable and floating 
rate instruments, including 
participations and assignments, of any 
duration or maturity. 

The Fund may invest in debt securities 
of any credit quality, as determined by 
Fund management, which may include 
investment grade securities and high 
yield securities, including unrated 
securities (commonly called “junk 
bonds”). 

The Fund’s investment in equity 
securities may include common stock, 
preferred stock, securities convertible 
into common stock, including 
contingent convertible bonds which are 
securities convertible into equity if a 
pre-specified trigger event occurs, and 
non-convertible preferred stock. 
Contingent convertible bonds, 
sometimes referred to as “CoCos,” are 
a form of hybrid debt security CoCos 
are generally issued by European 
banking institutions banks that need to 
meet certain capital requirements. 
CoCos pay a fixed rate of interest but 
have characteristics of both debt and 
equity. Unlike traditional convertible 
bonds, CoCos are mandatorily 
convertible into common shares by the 
issuing bank under certain adverse 
circumstances (e.g., if the bank falls 
below a certain level of capital).” The 
Fund may gain exposure to equity 
securities through derivatives. 

The Fund may invest directly in 
securities or instruments, through 
derivatives or by investing in other 
investment companies, including 
exchange traded funds (“ETFs”). The 
Fund will not invest more than 10% of 
its assets in other investment 
companies, with the exception of 
wholly-owned subsidiaries. 

The Fund may invest in derivatives, 
including but not limited to, swaps, 
including total return (some of which 
may be referred to as contracts for 
difference), credit default, index and 
interest rate swaps; options; forward 
contracts; futures; options on futures 
and swaps; and foreign exchange 
transactions, for hedging purposes, as 
well as to enhance returns. There is no 
limit to the Fund’s ability to invest in 
derivatives, except as may be limited by 
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the requirements of the Investment 
Company Act of 1940, as amended (the 
“Investment Company Act”), and at 
times the Fund may utilize derivatives 
to a significant extent. The Fund may 
utilize derivative instruments to 
maintain a portion of its portfolio long 
and short positions. The Fund may also 
invest in repurchase agreements, 
reverse repurchase agreements and 
dollar rolls. The Fund may also invest in 
indexed and inverse securities. 

The Fund may purchase and sell 
securities on a when-issued, delayed 
delivery or forward commitment basis. 

The Fund may engage in short sales for 
hedging purposes or to enhance total 
return. The Fund also may make short 
sales “against the box” without 
limitation. In this type of short sale, at 
the time of the sale, the Fund owns or 
has the immediate and unconditional 
right to acquire the identical security at 
no additional cost. 

The Fund may seek to provide exposure 
to the investment returns of real assets 
that trade in the commodity markets 
through investment in commodity-
linked derivative instruments and 
investment vehicles such as exchange-
traded funds and exchange-traded 
products that invest exclusively in 
commodities and are designed to 
provide this exposure without direct 
investment in physical commodities. 
The Fund may also gain exposure to 
commodity markets by investing up to 
25% of its total assets, inclusive of 
leverage, in iShares Systematic 
Alternatives Active ETF Cayman, Ltd. 
(the “Cayman Subsidiary”), a wholly 
owned subsidiary of the Fund formed in 
the Cayman Islands, which invests 
primarily in commodity-related 

instruments. The Cayman Subsidiary 
may also hold cash and invest in other 
instruments, including fixed income 
securities, either as investments or to 
serve as margin or collateral for the 
Cayman Subsidiary’s derivative 
positions. The Cayman Subsidiary 
(unlike the Fund) may invest without 
limitation in commodity-related 
instruments. However, the Cayman 
Subsidiary is otherwise subject to the 
same fundamental, non-fundamental 
and certain other investment 
restrictions as the Fund. The Fund will 
limit its investments in the Cayman 
Subsidiary to 25% of its total assets, 
inclusive of leverage. 

The Fund may engage in active and 
frequent trading of portfolio securities 
to achieve its primary investment 
strategies. 

The Fund is classified as diversified. 

Summary of Principal Risks 

As with any investment, you could lose 
all or part of your investment in the 
Fund, and the Fund’s performance 
could trail that of other investments. 
The Fund is subject to certain risks, 
including the principal risks noted 
below, any of which may adversely 
affect the Fund’s net asset value per 
share (“NAV”), trading price, yield, total 
return and ability to meet its 
investment objective. Unlike many 
exchange-traded funds (“ETFs”), the 
Fund is not an index-based ETF. Certain 
key risks are prioritized below (with 
others following in alphabetical order), 
but the relative significance of any risk 
is difficult to predict and may change 
over time. You should review each risk 
factor carefully. 
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Equity Securities Risk. Stock markets 
are volatile. The price of equity 
securities fluctuates based on changes 
in a company’s financial condition and 
overall market and economic 
conditions. 

Debt Securities Risk. Debt securities, 
such as bonds, involve risks, such as 
credit risk, interest rate risk, extension 
risk, and prepayment risk, each of 
which are described in further detail 
below: 

Credit Risk. Credit risk refers to the 
possibility that the issuer of a debt 
security (i.e., the borrower) will not be 
able to make payments of interest and 
principal when due. Changes in an 
issuer’s credit rating or the market’s 
perception of an issuer’s 
creditworthiness may also affect the 
value of the Fund’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. 

Interest Rate Risk. The market value of 
bonds and other fixed-income 
securities changes in response to 
interest rate changes and other factors. 
Interest rate risk is the risk that prices 
of bonds and other fixed-income 
securities will increase as interest rates 
fall and decrease as interest rates rise.  

The Fund may be subject to a greater 
risk of rising interest rates during a 
period of historically low interest rates. 
For example, if interest rates increase 
by 1%, assuming a current portfolio 
duration of ten years, and all other 
factors being equal, the value of the 
Fund’s investments would be expected 
to decrease by 10%. (Duration is a 
measure of the price sensitivity of a 
debt security or portfolio of debt 

securities to relative changes in 
interest rates.) The magnitude of these 
fluctuations in the market price of 
bonds and other fixed-income 
securities is generally greater for those 
securities with longer maturities. 
Fluctuations in the market price of the 
Fund’s investments will not affect 
interest income derived from 
instruments already owned by the 
Fund, but will be reflected in the Fund’s 
net asset value. The Fund may lose 
money if short-term or long-term 
interest rates rise sharply in a manner 
not anticipated by Fund management. 

Moreover, because rates on certain 
floating rate debt securities typically 
reset only periodically, changes in 
prevailing interest rates (and 
particularly sudden and significant 
changes) can be expected to cause 
some fluctuations in the net asset value 
of the Fund to the extent that it invests 
in floating rate debt securities. 

These basic principles of bond prices 
also apply to U.S. Government 
securities. A security backed by the 
“full faith and credit” of the U.S. 
Government is guaranteed only as to its 
stated interest rate and face value at 
maturity, not its current market price. 
Just like other fixed-income securities, 
government-guaranteed securities will 
fluctuate in value when interest rates 
change. 

A general rise in interest rates has the 
potential to cause investors to move 
out of fixed-income securities on a 
large scale, which may increase 
redemptions from funds that hold large 
amounts of fixed-income securities. 
Heavy redemptions could cause the 
Fund to sell assets at inopportune 
times or at a loss or depressed value 
and could hurt the Fund’s performance. 
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Extension Risk. When interest rates 
rise, certain obligations will be paid off 
by the obligor more slowly than 
anticipated, causing the value of these 
obligations to fall.  

Prepayment Risk. When interest rates 
fall, certain obligations will be paid off 
by the obligor more quickly than 
originally anticipated, and the Fund may 
have to invest the proceeds in 
securities with lower yields. 

Derivatives Risk. The Fund’s use of 
derivatives may increase its costs, 
reduce the Fund’s returns and/or 
increase volatility. Derivatives involve 
significant risks, including: 

Leverage Risk. The Fund’s use of 
derivatives can magnify the Fund’s 
gains and losses. Relatively small 
market movements may result in large 
changes in the value of a derivatives 
position and can result in losses that 
greatly exceed the amount originally 
invested. 

Market Risk. Some derivatives are more 
sensitive to interest rate changes and 
market price fluctuations than other 
securities. The Fund could also suffer 
losses related to its derivatives 
positions as a result of unanticipated 
market movements, which losses are 
potentially unlimited. Finally, BFA may 
not be able to predict correctly the 
direction of securities prices, interest 
rates and other economic factors, 
which could cause the Fund’s 
derivatives positions to lose value. 

Counterparty Risk. Derivatives are also 
subject to counterparty risk, which is 
the risk that the other party in the 
transaction will be unable or unwilling 
to fulfill its contractual obligation, and 
the related risks of having concentrated 
exposure to such a counterparty. 

Illiquidity Risk. The possible lack of a 
liquid secondary market for derivatives 
and the resulting inability of the Fund to 
sell or otherwise close a derivatives 
position could expose the Fund to 
losses and could make derivatives more 
difficult for the Fund to value 
accurately. 

Operational Risk. The use of derivatives 
includes the risk of potential 
operational issues, including 
documentation issues, settlement 
issues, systems failures, inadequate 
controls and human error. 

Legal Risk. The risk of insufficient 
documentation, insufficient capacity or 
authority of counterparty, or legality or 
enforceability of a contract. 

Volatility and Correlation Risk. Volatility 
is defined as the characteristic of a 
security, an index or a market to 
fluctuate significantly in price within a 
short time period. A risk of the Fund’s 
use of derivatives is that the 
fluctuations in their values may not 
correlate with the overall securities 
markets. 

Valuation Risk. Valuation for derivatives 
may not be readily available in the 
market. Valuation may be more difficult 
in times of market turmoil since many 
investors and market makers may be 
reluctant to purchase complex 
instruments or quote prices for them. 

Hedging Risk. Hedges are sometimes 
subject to imperfect matching between 
the derivative and the underlying 
security, and there can be no assurance 
that the Fund’s hedging transactions 
will be effective. The use of hedging 
may result in certain adverse tax 
consequences. 
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Tax Risk. Certain aspects of the tax 
treatment of derivative instruments, 
including swap agreements and 
commodity-linked derivative 
instruments, are currently unclear and 
may be affected by changes in 
legislation, regulations or other legally 
binding authority. Such treatment may 
be less favorable than that given to a 
direct investment in an underlying asset 
and may adversely affect the timing, 
character and amount of income the 
Fund realizes from its investments. 

To the extent derivatives are utilized to 
implement the Fund’s investment 
strategies, the transactions may involve 
the risks described herein with respect 
to investments in equity securities and 
short sales of securities. 

Commodities Related Investments 

Risk. Exposure to the commodities 
markets may subject the Fund to 
greater volatility than investments in 
traditional securities. The value of 
commodity-linked derivative 
investments may be affected by 
changes in overall market movements, 
commodity index volatility, changes in 
inflation, interest rates, or factors 
affecting a particular industry or 
commodity, such as drought, floods, 
weather, embargoes, tariffs and 
international economic, political and 
regulatory developments. 

Model Risk. The Fund seeks to pursue 
its investment objective by using 
proprietary models that incorporate 
quantitative analysis. Investments 
selected using these models may 
perform differently than as forecasted 
due to the factors incorporated into the 
models and the weighting of each 
factor, as well as the level and scope of 
changes from historical trends. In 

addition, issues in the construction and 
implementation of the models, 
including software or hardware 
malfunction, power loss, software bugs, 
malicious code, viruses, system 
crashes, issues related to the use of 
artificial intelligence and machine 
learning (“AI”), and other technological 
failures or various other events or 
circumstances within or beyond the 
control of BFA, may adversely impact 
the Fund. Please see also “Operational 
and Technology Risks” below. There is 
no guarantee that BFA’s use of these 
models will result in effective 
investment decisions for the Fund. 

Some of the models used by BFA rely 
on historical data and may not 
accurately predict future market 
movements. The Fund bears the risk 
that the models used by BFA will not be 
successful in forecasting movements in 
the market or in determining the size, 
direction, and/or weighting of 
investment positions that will enable 
the Fund to achieve its investment 
objective. In addition, the models may 
not be reliable in the event of unusual 
or disruptive events that cause market 
movements, which may be inconsistent 
with the historical performance of 
individual markets. In such instances, 
the models may produce unexpected 
results, which can result in losses for 
the Fund. Furthermore, because 
predictive models may be constructed 
based on data supplied by third parties, 
the success of relying on such models 
may depend heavily on the accuracy 
and reliability of such data. 

Assets Under Management (AUM) 

Risk. From time to time, an Authorized 
Participant (as defined in the Creations 
and Redemptions section of the 
Prospectus), a third-party investor, the 
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Fund’s adviser, an affiliate of the Fund’s 
adviser, or another fund may invest in 
the Fund and hold its investment for a 
specific period of time to allow the 
Fund to achieve size or scale. There can 
be no assurance that any such entity 
would not redeem its investment or 
that the size of the Fund would be 
maintained at such levels, which could 
negatively impact the Fund. 

Authorized Participant Concentration 

Risk. Only an Authorized Participant (as 
defined in the Creations and 
Redemptions section of the Fund’s 
prospectus) may engage in creation or 
redemption transactions directly with 
the Fund. There are a limited number of 
institutions that may act as Authorized 
Participants for the Fund, including on 
an agency basis on behalf of other 
market participants. No Authorized 
Participant is obligated to engage in 
creation or redemption transactions. To 
the extent that Authorized Participants 
exit the business or do not place 
creation or redemption orders for the 
Fund and no other Authorized 
Participant places orders, Fund shares 
are more likely to trade at a premium or 
discount to NAV and possibly face 
trading halts or delisting. 

Contingent Convertible Bonds 

(“CoCos”) Risk. CoCos contain loss 
absorption characteristics built into the 
terms of the security for the benefit of 
the issuer, for example, an automatic 
write-down of principal or a mandatory 
conversion into common stock of the 
issuer under certain circumstances, 
such as the issuer’s capital ratio falling 
below a certain level. CoCos may be 
subject to an automatic write-down 
(i.e., the automatic write-down of the 
principal amount or value of the 
securities, potentially to zero, and the 

cancellation of the securities) under 
certain circumstances, which would 
likely result in the Fund losing a portion 
or all of its investment in such 
securities. In addition, the Fund may 
not have any rights with respect to 
repayment of the principal amount of 
the securities that has not become due 
or the payment of interest or dividends 
on such securities for any period from 
(and including) the interest or dividend 
payment date falling immediately prior 
to the occurrence of such automatic 
write-down. An automatic write-down 
could also result in a reduced income 
rate if the dividend or interest payment 
is based on the security’s par value. If a 
CoCo provides for mandatory 
conversion of the security into common 
stock of the issuer under certain 
circumstances, such as an adverse 
event, the Fund could experience a 
reduced income rate, potentially to 
zero, as a result of the issuer’s common 
stock not paying a dividend. In addition, 
a conversion event would likely be the 
result of or related to the deterioration 
of the issuer’s financial condition (e.g., 
such as a decrease in the issuer’s 
capital ratio) and status as a going 
concern, so the market price of the 
issuer’s common stock received by the 
Fund may have declined, perhaps 
substantially, and may continue to 
decline, which may adversely affect the 
Fund’s NAV. Further, the issuer’s 
common stock would be subordinate to 
the issuer’s other security classes and 
therefore worsen the Fund’s standing in 
a bankruptcy proceeding. In addition, 
most CoCos are considered to be high 
yield or “junk” securities and are 
therefore subject to the risks of 
investing in below investment grade 
securities. Finally, CoCo issuers can, at 
their discretion, suspend dividend 
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distributions on their CoCo securities 
and are more likely to do so in response 
to negative economic conditions and/
or government regulation. Omitted 
distributions are typically non-
cumulative and will not be paid on a 
future date. Any omitted distribution 
may negatively impact the returns or 
distribution rate of the Fund. 

Convertible Securities Risk. The 
market value of a convertible security 
performs like that of a regular debt 
security; that is, if market interest rates 
rise, the value of a convertible security 
usually falls. In addition, convertible 
securities are subject to the risk that 
the issuer will not be able to pay 
interest, principal or dividends when 
due, and their market value may 
change based on changes in the 
issuer’s credit rating or the market’s 
perception of the issuer’s 
creditworthiness. Since it derives a 
portion of its value from the common 
stock into which it may be converted, a 
convertible security is also subject to 
the same types of market and issuer 
risks that apply to the underlying 
common stock, including the potential 
for increased volatility in the price of 
the convertible security. 

Corporate Loans Risk. Commercial 
banks and other financial institutions or 
institutional investors make corporate 
loans to companies that need capital to 
grow or restructure. Borrowers 
generally pay interest on corporate 
loans at rates that change in response 
to changes in market interest rates 
such as the Secured Overnight 
Financing Rate or the prime rates of 
U.S. banks. As a result, the value of 
corporate loan investments is generally 
less exposed to the adverse effects of 
shifts in market interest rates than 

investments that pay a fixed rate of 
interest. The market for corporate loans 
may be subject to irregular trading 
activity and wide bid/ask spreads. In 
addition, transactions in corporate 
loans may settle on a delayed basis. As 
a result, the proceeds from the sale of 
corporate loans may not be readily 
available to make additional 
investments or to meet the Fund’s 
redemption obligations. To the extent 
the extended settlement process gives 
rise to short-term liquidity needs, the 
Fund may hold additional cash, sell 
investments or temporarily borrow from 
banks and other lenders. 

Depositary Receipts Risk. Depositary 
receipts are generally subject to the 
same risks as the foreign securities 
that they evidence or into which they 
may be converted. In addition to 
investment risks associated with the 
underlying issuer, depositary receipts 
expose the Fund to additional risks 
associated with the non-uniform terms 
that apply to depositary receipt 
programs, credit exposure to the 
depository bank and to the sponsors 
and other parties with whom the 
depository bank establishes the 
programs, currency risk and the risk of 
an illiquid market for depositary 
receipts. The issuers of unsponsored 
depositary receipts are not obligated to 
disclose information that is, in the 
United States, considered material. 
Therefore, there may be less 
information available regarding these 
issuers and there may not be a 
correlation between such information 
and the market value of the depositary 
receipts. While depositary receipts 
provide an alternative to directly 
purchasing underlying foreign securities 
in their respective markets and 
currencies, they continue to be subject 

S-9 

NM1125U-4987598-10/19



 
to many of the risks associated with 
investing directly in foreign securities, 
including political, economic, and 
currency risk. 

Dollar Rolls Risk. Dollar rolls involve 
the risk that the market value of the 
securities that the Fund is committed 
to buy may decline below the price of 
the securities the Fund has sold. These 
transactions may involve leverage. 

Emerging Markets Risk. Emerging 
markets are riskier than more 
developed markets because they tend 
to develop unevenly and may never fully 
develop. Investments in emerging 
markets may be considered 
speculative. Emerging markets are 
more likely to experience hyperinflation 
and currency devaluations, which 
adversely affect returns to U.S. 
investors. In addition, many emerging 
financial markets have far lower trading 
volumes and less liquidity than 
developed markets. 

Foreign Currency Transactions Risk. 
The Fund may invest in forward foreign 
currency exchange contracts. Forward 
foreign currency exchange contracts do 
not eliminate movements in the value 
of non-U.S. currencies and securities 
but rather allow the Fund to establish a 
fixed rate of exchange for a future point 
in time. This strategy can have the 
effect of reducing returns and 
minimizing opportunities for gain. 

Foreign Securities Risk. Foreign 
investments often involve special risks 
not present in U.S. investments that 
can increase the chances that the Fund 
will lose money. These risks include: 

• The Fund generally holds its 
foreign securities and cash in 
foreign banks and securities 

depositories, which may be 
recently organized or new to 
the foreign custody business 
and may be subject to only 
limited or no regulatory 
oversight. 

• Changes in foreign currency 
exchange rates can affect the 
value of the Fund’s portfolio. 

• The economies of certain 
foreign markets may not 
compare favorably with the 
economy of the United States 
with respect to such issues as 
growth of gross national 
product, reinvestment of 
capital, resources and balance 
of payments position. 

• The governments of certain 
countries, or the U.S. 
Government with respect to 
certain countries, may 
prohibit or impose substantial 
restrictions through capital 
controls and/or sanctions on 
foreign investments in the 
capital markets or certain 
industries in those countries, 
which may prohibit or restrict 
the ability to own or transfer 
currency, securities, 
derivatives or other assets. 

• Many foreign governments do 
not supervise and regulate 
stock exchanges, brokers and 
the sale of securities to the 
same extent as does the 
United States and may not 
have laws to protect investors 
that are comparable to U.S. 
securities laws. 

• Settlement and clearance 
procedures in certain foreign 
markets may result in delays 
in payment for or delivery of 
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securities not typically 
associated with settlement 
and clearance of U.S. 
investments. 

The Fund’s claims to recover foreign 
withholding taxes may not be 
successful, and if the likelihood of 
recovery of foreign withholding taxes 
materially decreases, due to, for 
example, a change in tax regulation or 
approach in the foreign country, 
accruals in the Fund’s net asset value 
for such refunds may be written down 
partially or in full, which will adversely 
affect the Fund’s net asset value. 

High Yield Bonds Risk. Although junk 
bonds generally pay higher rates of 
interest than investment grade bonds, 
junk bonds are high risk investments 
that are considered speculative and 
may cause income and principal losses 
for the Fund. 

Indexed and Inverse Securities Risk. 
Indexed and inverse securities provide 
a potential return based on a particular 
index of value or interest rates. The 
Fund’s return on these securities will be 
subject to risk with respect to the value 
of the particular index. These securities 
are subject to leverage risk and 
correlation risk. Certain indexed and 
inverse securities have greater 
sensitivity to changes in interest rates 
or index levels than other securities, 
and the Fund’s investment in such 
instruments may decline significantly in 
value if interest rates or index levels 
move in a way Fund management does 
not anticipate. 

Investment in Other Investment 

Companies Risk. As with other 
investments, investments in other 
investment companies, including ETFs, 
are subject to market and selection risk. 

In addition, if the Fund acquires shares of 
investment companies, including ones 
affiliated with the Fund, shareholders 
bear both their proportionate share of 
expenses in the Fund (including 
management and advisory fees) and, 
indirectly, the expenses of the 
investment companies (to the extent not 
offset by BFA through waivers). To the 
extent the Fund is held by an affiliated 
fund, the ability of the Fund itself to hold 
other investment companies may be 
limited. 

Issuer Risk. Fund performance 
depends on the performance of 
individual securities to which the Fund 
has exposure. Changes in the financial 
condition or credit rating of an issuer of 
those securities may cause the value of 
the securities to decline. 

Large-Capitalization Companies Risk. 
Large-capitalization companies may be 
less able than smaller-capitalization 
companies to adapt to changing market 
conditions and competitive challenges. 
Large-capitalization companies may be 
more mature and subject to more 
limited growth potential compared with 
smaller-capitalization companies. The 
performance of large-capitalization 
companies could trail the overall 
performance of the broader securities 
markets. 

Large Shareholder and Large-Scale 

Redemption Risk. Certain 
shareholders, including an Authorized 
Participant, a third-party investor, the 
Fund’s adviser or an affiliate of the 
Fund’s adviser, a market maker, or 
another entity, may from time to time 
own or manage a substantial amount of 
Fund shares, or may invest in the Fund 
and hold their investment for a limited 
period of time. There can be no 
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assurance that any large shareholder or 
large group of shareholders would not 
redeem their investment. 

Redemptions of a large number of Fund 
shares could require the Fund to 
dispose of assets to meet the 
redemption requests, which can 
accelerate the realization of taxable 
income and/or capital gains and cause 
the Fund to make taxable distributions 
to its shareholders earlier than the 
Fund otherwise would have. In addition, 
under certain circumstances, non 
redeeming shareholders may be treated 
as receiving a disproportionately large 
taxable distribution during or with 
respect to such year. In some 
circumstances, the Fund may hold a 
relatively large proportion of its assets 
in cash in anticipation of large 
redemptions, diluting its investment 
returns. These large redemptions may 
also force the Fund to sell portfolio 
securities when it might not otherwise 
do so, which may negatively impact the 
Fund’s NAV, increase the Fund’s 
brokerage costs and/or have a material 
effect on the market price of the Fund 
shares. 

Leverage Risk. Some transactions may 
give rise to a form of economic 
leverage. These transactions may 
include, among others, derivatives, and 
may expose the Fund to greater risk 
and increase its costs. The use of 
leverage may cause the Fund to 
liquidate portfolio positions when it may 
not be advantageous to do so to satisfy 
its obligations or to meet the applicable 
requirements of the Investment 
Company Act. Increases and decreases 
in the value of the Fund’s portfolio will 
be magnified when the Fund uses 
leverage. 

Market Risk and Selection Risk. 
Market risk is the risk that one or more 
markets in which the Fund invests will 
go down in value, including the 
possibility that the markets will go 
down sharply and unpredictably. The 
value of a security or other asset may 
decline due to changes in general 
market conditions, economic trends or 
events that are not specifically related 
to the issuer of the security or other 
asset, or factors that affect a particular 
issuer or issuers, exchange, country, 
group of countries, region, market, 
industry, group of industries, sector or 
asset class. Local, regional or global 
events such as war, acts of terrorism, 
the spread of infectious illness or other 
public health issues like pandemics or 
epidemics, recessions, or other events 
could have a significant impact on the 
Fund and its investments. Selection risk 
is the risk that the securities selected 
by Fund management will underperform 
the markets, the relevant indices or the 
securities selected by other funds with 
similar investment objectives and 
investment strategies. The Fund seeks 
to pursue its investment objective by 
using proprietary models that 
incorporate quantitative analysis and is 
subject to “Model Risk” as described 
above. This means you may lose 
money. 

Market Trading Risk. The Fund faces 
numerous market trading risks, 
including the potential lack of an active 
market for Fund shares (including 
through a trading halt), losses from 
trading in secondary markets, periods 
of high volatility, and disruptions in the 
process of creating and redeeming 
Fund shares. Any of these factors, 
among others, may lead to the Fund’s 
shares trading in the secondary market 
at a premium or discount to NAV or to 
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the intraday value of the Fund’s 
portfolio holdings. If you buy Fund 
shares at a time when the market price 
is at a premium to NAV or sell Fund 
shares at a time when the market price 
is at a discount to NAV, you may pay 
significantly more or receive 
significantly less than the underlying 
value of the Fund shares. 

Mezzanine Securities Risk. Mezzanine 
securities carry the risk that the issuer 
will not be able to meet its obligations 
and that the equity securities 
purchased with the mezzanine 
investments may lose value. 

Mortgage- and Asset-Backed 

Securities Risks. Mortgage- and asset-
backed securities represent interests in 
“pools” of mortgages or other assets, 
including consumer loans or 
receivables held in trust. Mortgage- and 
asset-backed securities are subject to 
credit, interest rate, prepayment and 
extension risks. These securities also 
are subject to risk of default on the 
underlying mortgage or asset, 
particularly during periods of economic 
downturn. Small movements in interest 
rates (both increases and decreases) 
may quickly and significantly reduce 
the value of certain mortgage-backed 
securities. TBA commitments are 
forward agreements for the purchase or 
sale of securities, including mortgage-
backed securities for a fixed price, with 
payment and delivery on an agreed 
upon future settlement date. The 
specific securities to be delivered are 
not identified at the trade date. 
However, delivered securities must 
meet specified terms, including issuer, 
rate and mortgage terms. 

New Fund Risk. The Fund is new and 
has limited or no performance history 
as of the date of this prospectus. Like 

other new funds, large inflows and 
outflows may impact the Fund’s market 
exposure, and in turn, the Fund’s 
returns for limited periods of time. 
While the Fund is new, it may 
temporarily not be fully invested 
consistent with the principal 
investment strategies disclosed in its 
prospectus. 

Operational and Technology Risks. 
The Fund is directly and indirectly 
susceptible to operational and 
technology risks, including those 
related to human errors, processing 
errors, communication errors, systems 
failures, cybersecurity incidents, and 
the use of artificial intelligence and 
machine learning (“AI”), which may 
result in losses for the Fund and its 
shareholders or may impair the Fund’s 
operations. While the Fund’s service 
providers are required to have 
appropriate operational, information 
security and cybersecurity risk 
management policies and procedures, 
their methods of risk management may 
differ from those of the Fund. 
Operational and technology risks for 
the issuers in which the Fund invests 
could also result in material adverse 
consequences for such issuers and may 
cause the Fund’s investments in such 
issuers to lose value. 

Preferred Securities Risk. Preferred 
securities may pay fixed or adjustable 
rates of return. Preferred securities are 
subject to issuer-specific and market 
risks applicable generally to equity 
securities. In addition, a company’s 
preferred securities generally pay 
dividends only after the company 
makes required payments to holders of 
its bonds and other debt. For this 
reason, the value of preferred securities 
will usually react more strongly than 
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bonds and other debt to actual or 
perceived changes in the company’s 
financial condition or prospects. 
Preferred securities of smaller 
companies may be more vulnerable to 
adverse developments than preferred 
securities of larger companies. 

Repurchase Agreements and 

Purchase and Sale Contracts Risk. If 
the other party to a repurchase 
agreement or purchase and sale 
contract defaults on its obligation under 
the agreement, the Fund may suffer 
delays and incur costs or lose money in 
exercising its rights under the 
agreement. If the seller fails to 
repurchase the security in either 
situation and the market value of the 
security declines, the Fund may lose 
money. 

Reverse Repurchase Agreements 

Risk. Reverse repurchase agreements 
involve the sale of securities held by the 
Fund with an agreement to repurchase 
the securities at an agreed-upon price, 
date and interest payment. Reverse 
repurchase agreements involve the risk 
that the other party may fail to return 
the securities in a timely manner or at 
all. The Fund could lose money if it is 
unable to recover the securities and the 
value of the collateral held by the Fund, 
including the value of the investments 
made with cash collateral, is less than 
the value of the securities. These 
events could also trigger adverse tax 
consequences for the Fund. In addition, 
reverse repurchase agreements involve 
the risk that the interest income earned 
in the investment of the proceeds will 
be less than the interest expense. 

Risk of Investing in the United States 
— Certain changes in the U.S. 
economy, such as when the U.S. 
economy weakens or when its financial 

markets decline, may have an adverse 
effect on the securities to which the 
Fund has exposure. 

Short Sales Risk. Because making 
short sales in securities that it does not 
own exposes the Fund to the risks 
associated with those securities, such 
short sales involve speculative 
exposure risk. The Fund will incur a loss 
as a result of a short sale if the price of 
the security increases between the 
date of the short sale and the date on 
which the Fund replaces the security 
sold short. Short sale transactions 
involve leverage because they can 
provide investment exposure in an 
amount exceeding the initial 
investment. 

Small and Mid-Capitalization 

Company Risk. Companies with small 
or mid-size market capitalizations will 
normally have more limited product 
lines, markets and financial resources 
and will be dependent upon a more 
limited management group than larger 
capitalized companies. In addition, it is 
more difficult to get information on 
smaller companies, which tend to be 
less well known, have shorter operating 
histories, do not have significant 
ownership by large investors and are 
followed by relatively few securities 
analysts. 

Small Fund Risk. When the Fund’s size 
is small, the Fund may experience low 
trading volume and wide bid/ask 
spreads. The Fund’s performance near 
its inception date may not represent 
how the Fund will perform in the future 
or with a larger asset base. The Fund 
may buy smaller-sized bonds known as 
“odd lots,” which may be purchased or 
sold at a discount to similar “round lot” 
bonds. The prices used by the Fund 
may differ from the value that would be 
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realized if these securities were sold, 
and the impact of such pricing 
differences on the Fund’s performance 
may be heightened when the Fund’s 
size is small. In addition, the Fund may 
face the risk of being delisted if it does 
not meet certain requirements set by 
the listing exchange. Any resulting 
liquidation of the Fund could lead to 
elevated transaction costs for the Fund 
and negative tax consequences for its 
shareholders. 

Structured Securities Risk. Because 
structured securities of the type in 
which the Fund may invest typically 
involve no credit enhancement, their 
credit risk generally will be equivalent 
to that of the underlying instruments, 
index or reference obligation and will 
also be subject to counterparty risk. 
The Fund may have the right to receive 
payments only from the structured 
security, and generally does not have 
direct rights against the issuer or the 
entity that sold the assets to be 
securitized. In addition to the general 
risks associated with debt securities 
discussed herein, structured securities 
carry additional risks, including, but not 
limited to: the possibility that 
distributions from collateral securities 
will not be adequate to make interest or 
other payments; the quality of the 
collateral may decline in value or 
default; and the possibility that the 
structured securities are subordinate to 
other classes. The Fund is permitted to 
invest in a class of structured securities 
that is either subordinated or 
unsubordinated to the right of payment 
of another class. Subordinated 
structured securities typically have 
higher yields and present greater risks 
than unsubordinated structured 
securities. Structured securities are 
typically sold in private placement 

transactions, and there currently is no 
active trading market for structured 
securities. Structured securities are 
based upon the movement of one or 
more factors, including currency 
exchange rates, interest rates, 
reference bonds and stock indices, and 
changes in interest rates and impact of 
these factors may cause significant 
price fluctuations. Additionally, changes 
in the reference instrument or security 
may cause the interest rate on the 
structured security to be reduced to 
zero. Certain issuers of such structured 
securities may be deemed to be 
“investment companies” as defined in 
the Investment Company Act. As a 
result, the Fund’s investment in such 
securities may be limited by certain 
investment restrictions contained in the 
Investment Company Act. 

Subsidiary Risk. By investing in the 
Cayman Subsidiary, the Fund is 
indirectly exposed to the risks 
associated with the Cayman 
Subsidiary’s investments. The 
commodity-related instruments held by 
the Cayman Subsidiary are generally 
similar to those that are permitted to be 
held by the Fund and are subject to the 
same risks that apply to similar 
investments if held directly by the Fund 
(see “Commodities Related 
Investments Risk” above). There can be 
no assurance that the investment 
objective of the Cayman Subsidiary will 
be achieved. The Cayman Subsidiary is 
not registered under the Investment 
Company Act and, unless otherwise 
noted in this prospectus, is not subject 
to all the investor protections of the 
Investment Company Act. However, the 
Fund wholly owns and controls the 
Cayman Subsidiary, and the Fund and 
the Cayman Subsidiary are both 
managed by BFA, making it unlikely 
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that the Cayman Subsidiary will take 
action contrary to the interests of the 
Fund and its shareholders. The Board 
has oversight responsibility for the 
investment activities of the Fund, 
including its investment in the Cayman 
Subsidiary, and the Fund’s role as sole 
shareholder of the Cayman Subsidiary. 
The Cayman Subsidiary is subject to 
the same investment restrictions and 
limitations, and follows the same 
compliance policies and procedures, as 
the Fund, except that the Cayman 
Subsidiary may invest without limitation 
in commodity-related instruments. 
Changes in the laws of the United 
States and/or the Cayman Islands 
could result in the inability of the Fund 
and/or the Cayman Subsidiary to 
operate as described in this prospectus 
and the Statement of Additional 
Information and could adversely affect 
the Fund. 

U.S. Government Obligations Risk. 
Certain securities in which the Fund 
may invest, including securities issued 
by certain U.S. Government agencies 
and U.S. Government sponsored 
enterprises, are not guaranteed by the 
U.S. Government or supported by the 
full faith and credit of the United 
States. In addition, circumstances 
could arise that could prevent the 
timely payment of interest or principal 
on U.S. Government obligations, such 
as reaching the legislative “debt 
ceiling.” Such non-payment could result 
in losses to the Fund and substantial 
negative consequences for the U.S. 
economy and the global financial 
system. 

Variable and Floating Rate 

Instrument Risk. Variable and floating 
rate securities provide for periodic 
adjustment in the interest rate paid on 

the securities. Securities with floating 
or variable interest rates can be less 
sensitive to interest rate changes than 
securities with fixed interest rates, but 
may decline in value if their coupon 
rates do not reset as high, or as quickly, 
as comparable market interest rates, 
and generally carry lower yields than 
fixed securities of the same maturity. 
These securities will not generally 
increase in value if interest rates 
decline. A decline in interest rates may 
result in a reduction in income received 
from variable and floating rate 
securities held by the Fund and may 
adversely affect the value of the Fund’s 
shares. These securities may be subject 
to greater illiquidity risk than other 
fixed income securities, meaning the 
absence of an active market for these 
securities could make it difficult for the 
Fund to dispose of them at any given 
time. Floating rate securities generally 
are subject to legal or contractual 
restrictions on resale, may trade 
infrequently, and their value may be 
impaired when the Fund needs to 
liquidate such loans. Benchmark 
interest rates may not accurately track 
market interest rates. Although floating 
rate securities are less sensitive to 
interest rate risk than fixed-rate 
securities, they are subject to credit 
risk and default risk, which could impair 
their value. 

When-Issued and Delayed Settlement 

Transactions Risk. When-issued and 
delayed delivery securities involve the 
risk that the security the Fund buys will 
lose value prior to its delivery. There 
also is the risk that the security will not 
be issued or that the other party to the 
transaction will not meet its obligation. 
If this occurs, the Fund may lose both 
the investment opportunity for the 

S-16 

NM1125U-4987598-17/19



 
assets it set aside to pay for the security 
and any gain in the security’s price. 

Performance Information 

Because the Fund has not commenced 
operations as of the date of this 
Prospectus, it does not have 
performance information an investor 
would find useful in evaluating the risks 
of investing in the Fund. 

Management 

Investment Adviser and 

Sub-Adviser. The Fund’s investment 
adviser is BFA. The Fund’s sub-adviser 
is BlackRock International Limited 
(“BIL” or the “Sub-Adviser”). 

Portfolio Managers. Raffaele Savi, 
Richard Mathieson, Jeffrey Rosenberg 
and Stephanie Lee (the “Portfolio 
Managers”) are jointly and primarily 
responsible for the day-to-day 
management of the Fund. Raffaele Savi, 
Richard Mathieson, Jeffrey Rosenberg 
and Stephanie Lee have been Portfolio 
Managers of the Fund since October 
2025. 

Purchase and Sale of Fund 

Shares 

The Fund is an ETF. Individual shares of 
the Fund may only be bought and sold 
in the secondary market through a 
broker-dealer. Because ETF shares 
trade at market prices rather than at 
NAV, shares may trade at a price 
greater than NAV (a premium) or less 
than NAV (a discount). An investor may 
incur costs attributable to the 
difference between the highest price a 
buyer is willing to pay to purchase 
shares of the Fund (bid) and the lowest 
price a seller is willing to accept for 

shares of the Fund (ask) when buying or 
selling shares in the secondary market 
(the “bid-ask spread”). 

Tax Information 

The Fund intends to make distributions 
that may be taxable to you as ordinary 
income or capital gains, unless you are 
investing through a tax-deferred 
arrangement such as a 401(k) plan or 
an individual retirement account 
(“IRA”), in which case, your 
distributions generally will be taxed 
when withdrawn. 

Payments to Broker-Dealers 

and Other Financial 

Intermediaries 

If you purchase shares of the Fund 
through a broker-dealer or other 
financial intermediary (such as a bank), 
BFA or other related companies may 
pay the intermediary for marketing 
activities and presentations, 
educational training programs, 
conferences, the development of 
technology platforms and reporting 
systems or other services related to the 
sale or promotion of the Fund. These 
payments may create a conflict of 
interest by influencing the broker-
dealer or other intermediary and your 
salesperson to recommend the Fund 
over another investment. Ask your 
salesperson or visit your financial 
intermediary’s website for more 
information. 
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