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This brochure provides information about the qualifications and business practices of BlueBay Asset Management USA LLC 
(“BBAM USA”). If you have any questions about the contents of this brochure, please contact Luis Michael at +1-203-541-4348 
or email compliance@bluebay.com. The information in this brochure has not been approved or verified by the United States 
Securities and Exchange Commission or by any state securities authority. Investment adviser registration does not imply a 
certain level of skill or training. 

Additional information about BlueBay is also available on the SEC’s website at: www.adviserinfo.sec.gov 
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Material Changes 
 

This brochure contains information about BlueBay Asset Management USA LLC (“BBAM USA”) 

The below is a list of material changes since the last update of the BlueBay Asset Management USA LLC (‘BBAM LLC’) brochure, 
dated 31st October 2020. 

 
 Effective November 1, 2021, RBC Global Asset (U.S.) Inc. (“RBC GAM-US”) and BlueBay Asset Management USA LLC 

(“BlueBay USA”) will consolidate the businesses’ U.S. legal entity structures, with BlueBay USA merging with and into 
RBC GAM-US.  RBC GAM-US and BlueBay USA will combine their respective U.S. fixed income teams into a single 
multi-disciplinary team in order to further streamline the investment solution and service offering to its U.S. 
clients.  The combined fixed income team will share advisory services including, but not limited to, research and 
execution with BlueBay Asset Management, LLP, (“BBAM”) a London-based SEC registered investment adviser and 
subsidiary of RBC.  The combined entity will also share non-advisory services with BBAM such as accounting, 
marketing and client service. 

 

 

  



 

4 
 

Item 4 - Advisory Business 
This Brochure relates to BBAM USA which is a private investment management firm founded in 2006 and formed under the 
laws of the state of Delaware as a limited liability company. BBAM USA is a subsidiary of RBC, a global financial services 
company with a number of affiliated entities. BBAM USA provides marketing, client services, portfolio management, trading 
and analysis of investments. It is regulated as an Investment Advisor by the Securities and Exchange Commission (SEC) in the 
US and is registered as an Introducing Broker with the Commodity Futures Trading Commission (“CFTC”) and the National 
Futures Association (“NFA”), both in the US. 
 
We use the terms “BBAM USA”, “we”, “us” or “our” in this brochure to refer to BlueBay Asset Management USA LLC. Use of 
the term “BlueBay” refers collectively to the entities in the BlueBay Group. 
 
BBAM USA provides marketing, execution and research services to BlueBay Asset Management LLP (“BlueBay LLP”), a 
subsidiary of RBC and a closely affiliated entity. BBAM USA also appoints and overseas BlueBay LLP as sub-advisor to certain 
accounts to which BBAM USA is the named investment advisor. BlueBay LLP is a UK resident entity and is authorised and 
regulated by the UK Financial Conduct Authority. BlueBay LLP is a specialist fixed income credit manager and BBAM USA acts 
as sub-advisor on some funds managed by BlueBay LLP. Therefore, there is close operational coordination and overlap 
between BBAM USA and BlueBay LLP. 
 
Effective November 1, 2021, RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”) and BlueBay Asset Management USA 
LLC (“BlueBay USA”) will consolidate the businesses’ U.S. legal entity structures, with BlueBay USA merging with and into RBC 
GAM-US.  RBC GAM-US and BlueBay USA will combine their respective U.S. fixed income teams into a single multi-disciplinary 
team in order to further streamline the investment solution and service offering to its U.S. clients.  The combined fixed 
income team will share advisory services including, but not limited to, research and execution with BlueBay Asset 
Management, LLP, (“BBAM”) a London-based SEC registered investment adviser and subsidiary of RBC.  The combined entity 
will also share non-advisory services with BBAM such as accounting, marketing and client service. 
 
 
As of May 2020, BBAM USA provides investment advisory services primarily focused on senior secured term loan and 
revolving investments to a variety of institutional clients through pooled investment vehicles in the form of collateralized loan 
obligations (“CLOs), herein referred to as the “CLO Clients”. 
 
The CLO Clients are organized to be excluded from the definition of “investment company” and therefore are not required to 
register under the Investment Company Act of 1940 and the securities or interests of such CLOs are exempt from registration 
under the Securities Act of 1933. Each CLO issuer is expected to be a non-U.S. entity that issues various tranches of senior and 
mezzanine notes (“Senior Notes”) and subordinated nonrated residual notes (commonly referred to as “Equity”, and, 
together with the Senior Notes, the “Notes”) pursuant to the terms and conditions of an indenture (“Indenture”). The Senior 
Notes issued by each CLO are secured by a portfolio consisting primarily of leveraged loans selected and managed by the 
Advisor. 
 
The documentation governing each CLO Client relationship, which may include prospectuses, offering circulars, private 
placement memoranda, management agreements, Indentures, subscription agreements and other documents governing the 
CLO Client relationship, including any agreements with CLO Clients and/or investors (collectively, “Client Documentation”) 
contains, among other things, detailed specifications and requirements regarding the types of investments and overall 
composition of a CLO Client portfolio (such as diversity, ratings, concentration, etc.), and the Advisor’s role and authority. 
Except in the case of an SMA, generally, investment guidelines for CLO Clients are not tailored to the individual needs of any 
particular investor or CLO debt investor (“Note Holder”). Often, certain Note Holders can be expected to influence investment 
criteria or portfolio guidelines. Also, the Advisor expects to enter into side letter agreements or other similar separate 
agreements with certain Note Holders that have the effect of establishing rights under or altering or supplementing the terms 
of a CLO’s governing documents (with respect to each such Note Holder, such side letter is part of the Client Documentation). 
Entities affiliated with the BBAM USA (“Advisor Related Parties”) have in the past, and may in the future, provide financing 
warehouses for CLOs to accumulate loans intended to be transferred to a CLO prior to its offering to investors. 
 
BlueBay provides asset management services to institutional investors and private clients. Our approach is characterised by a 
belief in the value of active management, a strong investment process, the generation of attractive risk-adjusted returns and 
an emphasis on capital preservation for all our investment strategies. BlueBay manages a range of long-only and alternative 
absolute-return style portfolios across the following sub-asset classes of global developed and emerging markets fixed income: 
 

• Investment grade debt 
• Leveraged Finance 
• Emerging market debt 
• Convertible bonds 
• Multi-asset credit 
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• Structured Credit 
 
Investment Restrictions 
 
Funds offered by BlueBay have set guidelines which are published and available for review. For these funds, BlueBay monitors 
each respective guideline and limit imposed as part of its management of the fund. Segregated mandates may have tailored 
guidelines according to specific client requirements. Tailored guidelines may have a positive or negative impact on a client’s 
risk profile and returns for these mandates; BlueBay monitors each account’s respective guidelines and limits imposed as part 
of its management of the account.  As of October 31st, 2020 BBAM USA managed approximately $15.1billion in assets. 

Item 5 - Fees and Compensation 
 
Pooled Investment Vehicle Fees 
 
The current prospectus for each of BlueBay’s Long-only and Alternative funds provides details of the specific schedule of fees 
payable for the relevant fund structure or share class. The standard fee structures applicable to Long-only and Alternative 
funds are a management fee only or a management fee plus performance fee. Fees within the various fund structures will 
differ between share classes, depending on share class characteristics e.g. minimum investment levels, lock-ups, performance 
fees. However, the following criteria generally apply with regards to fees: 
 

 An annual management fee of up to 2% of the net asset value is payable and these fees will be payable monthly or 
quarterly in arrears; and 

 A performance fee, which is based upon the performance of the relevant share class, may be payable annually in 
arrears. This fee is payable if the fund achieves an absolute or relative positive return or exceeds a specific agreed 
return over the previous annual accounting period. The performance fee is generally set up to be within a range of 
10%-30% of the net outperformance. 

 
Certain investors that are invested in pooled investment vehicles may pay higher or lower fees or may be subject to higher or 
lower incentive allocations than similarly situated investors that are invested in the same pooled investment vehicle. Amounts 
may vary as a result of negotiations, discussions and/or factors that may include the particular circumstances of the investor, 
the size and scope of the overall relationship, whether the investor has a multi strategy, multi-asset class or multi-product 
investment program with BlueBay, or as may be otherwise agreed with specific investors. 
 
In addition to BlueBay fees, fund clients will incur other fees and expenses. These will be fees charged by third parties in 
connection with the administration of the portfolio, including: transfer agency fees, custodian fees, administrator fees, 
foreign currency exchange fees, brokerage and other transaction costs. 
 
Segregated Account Fees 
 
BlueBay provides investment management services to a number of segregated accounts (subject to an agreed and executed 
investment management agreement). Segregated accounts may be managed on a management fee only basis or with a 
combination of management and performance fees. Other fees and expenses may be incurred which are dependent upon the 
choice of custodian, administrator, and/or other third-party service providers that the investor intends to make; and will be 
borne by the investor. 
 
BlueBay’s investment management fees for segregated accounts are negotiated in connection with the respective asset class 
and may be modified for portfolios that have special investment constraints or unusual reporting or administrative 
requirements or unique characteristics; the size and scope of the overall client relationship, additional or differing levels of 
servicing, or as may be otherwise agreed with specific clients. A client may therefore pay more or less than the fees set forth 
in this Brochure, or more or less than similar clients or clients invested in similar strategies. 
 
Management fees for segregated accounts are generally payable quarterly (although monthly payment periods may also 
apply) and are generally based upon the market value of the portfolio managed as of the end of the preceding calendar 
quarter or the average market value of the portfolio managed within the preceding calendar quarter. Performance fees, 
where applicable, are generally payable annually. All client fees are paid in arrears and are billed to the client. Fees charged by 
BlueBay do not include brokerage commissions, transaction costs and other related costs and expenses which may be 
incurred by the client. Further details on such expenses are discussed in the Brokerage Practices section of the Brochure. 
 
BlueBay's investment management agreements may be terminated by BlueBay or its client, subject to applicable notice 
provisions contained in the investment management agreement. 
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Fees for Services to Portfolio Companies 
 
BlueBay, RBC, their respective Affiliates, and their respective officers and directors may (subject to any limitations in an 
Advisory Account’s constitutional documentation) provide Advisory Accounts with services (including but not limited to 
services that incur deal fees, sponsor fees, monitoring fees, transaction fees or other fees for services) and may charge 
Advisory Accounts therefor, provided that BlueBay in its reasonable discretion believes in good faith that any such person can 
provide such services at a reasonable cost as would be the case if unaffiliated third parties were to provide such services. 
BlueBay and RBC, and any of their respective Affiliates, officers and directors may also provide certain services to Portfolio 
Companies, in which case any fees received will not be shared with the Advisory Accounts, provided that BlueBay believes 
that such services can be provided at a reasonable cost as it relates to the value provided to such Portfolio Company. 
 
Compensation Received by BlueBay 
 
Compensation received by BlueBay and its affiliates related to various services provided to Advisory Accounts, including 
separate accounts and accounts that are pooled investment vehicles, will generally be retained by BlueBay and its affiliates. 
Except to the 
  
extent required by applicable law or expressly agreed to by BlueBay, BlueBay is not required to offset such compensation 
against fees and expenses a client or Advisory Account may otherwise owe BlueBay and its affiliates. In certain circumstances, 
clients may negotiate for certain of the fees charged in respect of Advisory Accounts to be credited against the fees BlueBay 
charges such clients in respect of other Advisory Accounts in which they invest, or which are managed on behalf of such 
clients. 
 
Transaction Charges 
 
BlueBay clients will pay brokerage commissions, mark-ups, mark-downs and other commission equivalents as well as spreads 
and/or transaction costs related to transactions effected for their Advisory Accounts to executing broker-dealers. As 
described in Item 12, Brokerage Practices, BlueBay will affect these transactions subject to its obligation to seek best 
execution. The different types of transaction charges include: 
 

 Commissions: the amount charged by a broker for purchasing or selling securities, real estate or other investments 
as an agent for the client, which is disclosed on the client’s trade confirmations or otherwise. 

 
 Commission equivalents: an amount charged by a dealer for purchasing or selling securities or other investments in 

certain riskless principal transactions. Riskless principal transactions refer to transactions in which a dealer, after 
having received an order from a client to buy a particular security, purchases such security from another person to 
offset a contemporaneous sale to the client or, after having received an order from a client to sell a particular 
security, sells such security to another person to offset a contemporaneous purchase from the client. 

 
 Mark-ups: the price charged to a client, less the prevailing market price, which is included in the price of the security 
 
 Mark-downs: the prevailing market price, less the amount a dealer pays to purchase the security from the client, 

which is included in the price of the security. 
 

 Spreads: the difference between the current purchase and bid price (that is, the price someone is willing to pay) and 
the current ask or offer price (that is, the price at which someone is willing to sell), which is reflected in the price of 
the security. The difference or spread narrows or widens in response to the supply and demand levels of the 
security. 

 
Custody, Administration and Other Fees 
 
Administration fees and all other fees charged by service providers providing services relating to Advisory Accounts are levied 
by the custodian, the administrator or other service providers for the Advisory Account and are generally not included in the 
advisory fees payable to BlueBay. An Advisory Account (and fund investors indirectly) will generally bear such expenses unless 
provided otherwise in the applicable governing documents. 
 
Other expenses charged to Advisory Accounts may amongst others include: 
 

 investment-related expenses, including research, expenses relating to sourcing, identifying, evaluating, valuing, 
structuring, purchasing, monitoring, servicing investments and potential investments (including first or business 
class airfare, first class lodging and ground transportation, such as a black car service; entertainment including high 
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value spectator and participatory sporting and cultural events); 
 expenses related to hedging, including currency, interest rate and/or other hedging strategies; 
 legal, tax and accounting expenses, including expenses for preparation of annual audited financial statements, tax 

return preparation, routine tax and legal advice, and legal costs and expenses associated with indemnity, litigation, 
claims, and settlements; 

 professional fees (including, without limitation, fees and expenses of consultants, finders and experts); 
 fees and expenses of directors, trustees, or independent general partners; 
 technology expenses, including news and quotation services; 
 insurance premiums (which insurance may cover numerous Advisory Accounts, in which case each participating 

Advisory Account is responsible for a share of the premiums); 
 expenses related to compliance by an Advisory Account with any applicable law, rule or directive or any other 

regulatory requirement, or compliance with the foregoing requirements by BlueBay or its affiliates to the extent 
such compliance relates to an Advisory Account’s activities; 

 any other reasonable expenses that may be authorised by the applicable governing documents or that may be 
reasonably necessary or appropriate in connection with managing an Advisory Account. 

 
Selection of Service Providers 
 
BlueBay, on behalf of Advisory Accounts and their portfolio companies (if any), expects to engage service providers (including 
attorneys and consultants) that may also provide services to BlueBay and other clients managed by other parts of the RBC 
Group and its clients. BlueBay intends to select these service providers based on a number of factors, including expertise and 
experience, knowledge of related or similar products, quality of service, reputation in the marketplace, relationships with 
BlueBay and its affiliates and price. These service providers may have business, financial or other relationships with BlueBay 
(including its personnel) and its affiliates, which may or may not influence BlueBay’s selection of these service providers for 
Advisory Accounts or their portfolio companies. In such circumstances, there may be a conflict of interest between BlueBay, 
its affiliates, and the Advisory Accounts (or their portfolio companies) if the Advisory Accounts (or their portfolio companies) 
determine not to engage or continue to engage these service providers. Notwithstanding the foregoing, the selection of 
service providers will be conducted in accordance with BlueBay’s fiduciary obligations to Advisory Accounts. 
 
The service providers selected by BlueBay may charge different rates to different recipients based on the specific services 
provided, the personnel providing the services or other factors. As a result, the rates paid with respect to these service 
providers by Advisory Accounts or their portfolio companies, on the one hand, may be more or less favourable than the rates 
paid by BlueBay or and affiliate, on the other hand. In addition, the rates paid by BlueBay or the Advisory Accounts or their 
portfolio companies, on the one hand, may be more or less favourable than the rates paid by other parts of the RBC Group or 
clients managed by other parts of RBC, on the other hand. BlueBay and its affiliate’s clients and the RBC Group may hold 
investments in companies that provide services to portfolio companies generally, and, subject to applicable law, BlueBay may 
refer or introduce such companies’ services to portfolio companies that have issued securities that are held in Advisory 
Accounts. 
 
Allocation of Expenses and Broken-Deal Expenses 
 
Multiple Advisory Accounts may participate in a particular investment or incur other expenses applicable in connection with 
their operation or management, or otherwise may be subject to costs or expenses that are allocable to more than one 
Advisory Account (which may include, without limitation, research expenses, technology expenses, expenses relating to 
participation in bondholder groups, restructurings, and class action and other litigation, and insurance premiums). 
 
BlueBay may allocate investment related and other expenses on a pro rata or different basis. Certain Advisory Accounts are, 
by their terms or by determination of BlueBay, which may be made on a case-by case basis, not responsible for their share of 
such expenses, and, in addition, BlueBay has agreed with certain Advisory Accounts to cap the amount of expenses (or the 
amount of certain types of expenses) borne by such Advisory Accounts, which may result in such Advisory Accounts not 
bearing the full share of expenses they would otherwise have borne as described above. As a result, certain Advisory 
Accounts may be responsible for bearing a different or greater amount of expenses, while other Advisory Accounts may not 
bear any, or do not bear their full share, of such expenses. 
 
Advisory Accounts will incur expenses with respect to the consideration and pursuit of transactions that are not ultimately 
consummated (“broken-deal expenses”). Examples of broken-deal expenses include (i) research costs, (ii) fees and expenses 
of legal, financial, accounting, consulting or other advisers (including BlueBay or its affiliates) in connection with conducting 
due diligence or otherwise pursuing a particular non-consummated transaction, (iii) fees and expenses in connection with 
arranging financing for a particular non-consummated transaction, (iv) travel costs, (v) deposits or down payments that are 
forfeited in connection with, or amounts paid as a penalty for, a particular non-consummated transaction and (vi) other 
expenses incurred in connection with activities related to a particular non-consummated transaction. 
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BlueBay has adopted a policy relating to the allocation of broken-deal expenses among Advisory Accounts and other potential 
investors. Pursuant to the policy, broken-deal expenses generally will be allocated among Advisory Accounts in the manner 
that BlueBay determines to be fair and equitable, which may be pro rata or on a different basis. 
 
Inducements/Non-Major Monetary Benefits 
 
In connection with services provided by BlueBay to Advisory Accounts, from time to time, BlueBay may receive from or 
provide to third parties, minor non-monetary benefits permitted under applicable law, including (i) information or 
documentation relating to financial instruments or investment services; (ii) issuer-commissioned research coverage; (iii) 
participation in conferences, seminars 
  
or training events on the benefits and features of specific financial instruments or investment services; (iv) hospitality of a de 
minimis value during meetings or those events specified in iii above; (v) connected research on an issuer in the context of an 
issuer capital raising; (vi) research provided for a trial period; and (vii) such other services and/or benefits that can be 
considered minor non- monetary benefits under applicable law from time to time. From time to time, BlueBay and its 
personnel may receive the benefit of “friends and family” and similar discounts from portfolio companies of Advisory 
Accounts under which such portfolio companies make their goods and/or services available at reduced rates. Because many 
portfolio companies typically offer such discounts to customers other than BlueBay and other such persons as part of their 
standard commercial practices to expand their respective customer bases, BlueBay and its personnel generally refrain from 
requesting or negotiating for such discounts in the ordinary course. 
 
CLOs 
 
As compensation for its services as the collateral manager of CLOs, BBAM USA expects to receive an advisory fee, paid as a 
senior management fee and a subordinated management fee.. The senior management fee has a higher priority in a CLO’s 
priority of payments waterfall whereas the subordinated fee generally ranks below certain payments to Senior Note Holders, 
subject to satisfaction of any requirements set forth in the Indenture. The collateral manager is often eligible for incentive 
compensation (a percentage of the cash flow generated by the CLO portfolio) provided that the Equity has achieved the 
internal rate of return (“IRR”) threshold set forth in the Indenture. CLO fees are calculated by the CLO Trustee and not the 
collateral manager and only the CLO Trustee has the authority to cause such fees to be paid by the CLO. The senior and 
subordinated fees are typically paid quarterly in arrears, consistent with the Indenture. 
 
Notwithstanding the general parameters set forth above, CLO Client fees are subject to negotiation. The fees actually charged 
to each CLO Client and investor reflect the negotiated fee rate applicable to each. Under such circumstances, fees can differ 
among CLO Clients as well as among investors in the same CLO Client. Fees vary across CLO Clients based on the type of 
service provided, size of the account, and the overall relationship between BBAM USA and the CLO Client. Fees are negotiable 
and paid more or less frequently depending upon the terms of the Client Documentation. Consistent with the Client 
Documentation, BBAM USA, at its sole discretion, can elect to reduce, waive or calculate differently the fees with respect to 
any investor, whether through different classes or through separate written agreements with investors. 
 
BBAM USA does not accept prepayment of fees from the CLO Clients.  
 
OTHER FEES 
 
Subject to the terms of Client Documentation, BBAM USA invests the CLO Client assets in investments that charge additional 
fees, such as, money market funds, short-term investment vehicles, tax blocker entities, co-investment vehicles and other 
eligible investments. Such fees may be payable to BBAM USA or other Advisor Related Parties, resulting in the receipt of 
multiple layers of fees by BBAM USA and/or other Advisor Related Parties to the extent permitted by the Client 
Documentation. BBAM USA has an incentive to select investments that increase the total fees paid to BBAM USA and/or 
other Advisor Related Parties. BBAM USA or Advisor Related Parties receive fees, remuneration or profits from transactions in 
CLO Client portfolios involving affiliated entities in addition to any management and performance fees described herein, 
which creates potential conflicts of interest. Please see Item 11, Code of Ethics, Participation or Interests in Client 
Transactions and Personal Trading. 
 
EXPENSES 
 
In addition to the fees described above, CLO Clients often bear (or reimburse BBAM USA, as the case may be) the costs and 
expenses described below, to the extent permitted under Client Documentation. In respect of CLOs, expenses may include: 
 

 Expenses incurred in connection with the formation, qualification and registration and/or exemption from 
qualification and registration of CLOs, and the interests and the offering, distribution and processing of interests in 
CLOs under applicable U.S. federal and state law and foreign law, including but not limited to legal, accounting and 
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auditing fees and expenses, printing and duplication expenses, mailing expenses, filing fees, solicitation and 
marketing expenses and other related expenses, and insurance (e.g., “directors and officers” or similar professional 
liability insurance). 

 
 Costs and expenses relating to a CLO’s ongoing operations, as set forth in greater detail in the Client 

Documentation, will generally include, but are not limited to, the following: (i) all fees, costs and expenses related 
to the purchase, holding and sale of portfolio investments including assignment fees, delayed compensation and 
other costs customarily related to trading in relevant markets; fees and expenses paid to an administrator, a 
custodian or other service providers; (iii) fees and expenses paid to professional advisors regarding tax, accounting 
or legal matters related to the CLO or its investments; (iv) fees and expenses paid to directors, registered office fees, 
bank service fees, investment or trading related fees, brokerage commissions or spreads, prime broker fees, 
clearing and settlement charges; (v) expenses associated with any borrowing, financing or credit facility incurred by 
the CLO to finance the CLO’s investment activity or operations consistent with the Client Documentation, and legal 
fees and expenses incurred in connection with the negotiation of such financings; (vi) research expenses, 
consultant, operator or servicer fees, structuring and ongoing costs related to the analysis, purchase, sale, 
monitoring or valuation of investments, including transactions not consummated;  (vii)  due  diligence  related  to  
the  analysis,  purchase,  sale,  monitoring  or  valuation  of  investments, including transactions not consummated, 
and travel costs and expenses associated with the foregoing; (viii) costs and expenses associated with regulatory 
and licensing requirements that are applicable to the CLO, such as annual or periodic filings and reporting 
obligations, or its investment program (such as costs associated with complying with trading limitations); (ix) any 
fees for bookkeeping, auditing, accounting or recordkeeping services obtained or maintained on behalf of the CLO; 
(x) costs related to internal accounting, risk management and trading systems; (xi) expenses relating to the 
valuation or appraisal of investments (including valuation providers); (xii) distribution, marketing and offering costs 
and expenses, including costs and expenses incurred in connection with meetings, reports and communication with 
existing and prospective CLOs and investors, including an annual meeting of CLO investors, and the use of 
placement agents and finders; (xiii) taxes, litigation or indemnification costs or damages including indemnification 
obligations of CLOs related to or in connection with a portfolio investment (including investments that have been 
disposed of) or arising under contracts with service providers; (xiv) costs and expenses incurred in connection with 
the winding up and liquidation of a CLO; (xv) any other expenses related to the investment, financing, monitoring, 
enhancement, disposition or reporting of CLO assets; (xvi) costs and expenses associated with an investor advisory 
committee, independent client representative or other similar person or body retained to represent the interests of 
CLOs or Note Holders, and (xvii) trading vehicle and/or other special purpose vehicle such as a tax blocker or co-
investment vehicle facilitating a CLO’s investment activity or investment objective, the CLO’s pro rata share of costs 
and expenses associated with its investment in such vehicles. 

 
 To the extent set forth in Client Documentation, costs and expenses incurred by BBAM USA on its own behalf, 

including but not limited to: (i) costs and expenses associated with liability insurance, and risk-specific insurance; (ii) 
costs and expenses associated with data feeds and related technology, such as news feeds, data services, 
equipment and software incurred in connection with the provision of investment management, administrative or 
other services by BBAM USA (e.g., news and quotation services); (iii) third parties providing back office operations 
support to BBAM USA, market data, modeling services and related software, trade order management systems and 
related software, portfolio management and monitoring software; and (iv) costs and expenses related to 
compliance matters, filings, regulatory requirements and regulatory investigations or requests (e.g., Form PF and 
other regulatory filings, notices or disclosures of BBAM USA). Some expenses, such as expenses associated with 
liability insurance and technology services, typically are invoiced and paid (and, thus, allocated) in advance of the 
relevant period. Other expenses, including ordinary and extraordinary legal, accounting, auditing, and record 
keeping fees paid to CLO administrators, custodians, Trustees or the equivalent thereof, and certain other fees and 
expenses authorized under a Client’s Documentation. 

 
In respect of SMAs, expenses charged to SMAs generally include management fees, all costs and expenses related to the 
SMA’s portfolio investments and all costs and expenses agreed to between the CLO Client and BBAM USA in the Client 
Documentation. Costs and expenses typically born by an SMA relating to its portfolio investments include: brokerage 
commissions and other trading execution and settlement related costs and fees; custody fees; and interest incurred on 
borrowings, if any. Moreover, some of the costs and expenses identified above in respect of CLOs may also be borne by SMAs 
when the SMA participates in a portfolio investment alongside a CLO through one or more special purpose vehicles or the 
SMA derives a benefit from the incurrence of a cost or expense, such as research, due diligence or technology services. 
 
When BBAM USA incurs expenses on behalf of multiple CLO Clients, it will seek to allocate the expenses among the applicable 
CLO Clients in accordance with its practices in effect from time to time. 
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Item 6 – Performance-Based Fees and Side by Side Management  
 
BBAM USA may act as an advisor or sub-advisor on both long-only and alternative investment strategies for funds and 
segregated accounts managed by BlueBay LLP. BlueBay offers a variety of fee schedules for its investment products. For the 
long-only and alternative fund structures this may include both Management Fees and Performance Fees, where appropriate. 
BlueBay manages all portfolios side-by-side which may give rise to certain conflicts of interest; however, BlueBay has a 
fiduciary duty to treat all of its clients fairly. 
 
Performance-based compensation arrangements for Advisory Accounts may vary among clients and investment strategies 
BlueBay receives performance-based fees at varying levels depending on the investment vehicle & strategy. The existence of 
such fees may create a conflict of interest in that BlueBay may be encouraged to take greater risks in performance-based fee 
accounts in pursuit of higher returns; Further, the simultaneous management of Advisory Accounts that bear performance-
based compensation and Advisory Accounts that only bear an asset-based fee, or that bear performance-based compensation 
that is calculated in a different manner, creates a conflict of interest as the portfolio manager has an incentive to favour 
Advisory Accounts with the potential to bear greater fees when allocating resources, services, functions or investment 
opportunities among Advisory Accounts. BlueBay has a fiduciary duty to treat all of its clients fairly and the risks taken are 
monitored to ensure they are appropriate for the targeted level of return. To address these types of conflicts, BlueBay has 
adopted policies and procedures under which allocation decisions may not be influenced by compensation arrangements and 
investment opportunities will be allocated in a manner that BlueBay believes is consistent with its obligations and fiduciary 
duties as an investment adviser. Notwithstanding BlueBay’s allocation policies, the availability, amount, timing, structuring or 
terms of investments available to particular Advisory Accounts, including Advisory Accounts engaging in the same or similar 
strategies, may differ. 
 

Side-By-Side Management of Advisory Accounts; Investment Opportunity Allocation 
 
BlueBay may manage or advise multiple Advisory Accounts (including Advisory Accounts in which BlueBay, RBC or personnel 
of BlueBay have an interest) that have investment objectives that are the same or similar and that may seek to make 
investments or sell investments in the same securities or other instruments, sectors or strategies. This creates the potential 
for conflicts, particularly in circumstances where the availability or liquidity of investment opportunities is limited. Areas in 
which such limited opportunities may exist include, without limitation, in local and emerging markets, high yield securities, 
fixed income securities, direct or indirect investments in and co-investments alongside alternative investment funds, 
investments Initial Public Offerings/New Issues. To address these potential conflicts, BlueBay has developed allocation policies 
and procedures that provide that personnel making portfolio decisions for Advisory Accounts will make purchase and sale 
decisions for, and allocate investment opportunities among, Advisory Accounts consistent with BlueBay’s fiduciary 
obligations. 
 
BlueBay’s policies and procedures may result in the pro rata allocation (on a basis determined by BlueBay) of limited 
opportunities across eligible Advisory Accounts managed by a particular portfolio management team, but in other cases may 
not be pro rata. Non- proportional allocations may occur across Advisory Accounts, in fixed income securities due to the 
availability of multiple appropriate or substantially similar investments in fixed income strategies, as well as due to differences 
in benchmark factors, hedging strategies, or for other reasons too numerous to list. In addition, the fact that certain 
personnel of BlueBay are dedicated to one or more Advisory Accounts or clients may be a factor in determining the allocation 
of opportunities sourced by such personnel. Investment opportunities sourced by one portfolio management team may not 
be made available to Advisory Accounts managed by other portfolio management teams. 
 
BlueBay may, from time to time, develop and implement new trading strategies or seek to participate in new trading 
strategies and investment opportunities. These strategies and opportunities may not be employed in all Advisory Accounts or 
employed pro rata among Advisory Accounts where they are used, even if the strategy or opportunity is consistent with the 
objectives of such accounts. Further, a trading strategy employed for one Advisory Account that is similar to, or the same as, 
that of another Advisory Account may be implemented differently. 
 
In certain cases, one or more funds or other Advisory Accounts are intended to be BlueBay’s primary investment vehicles 
focused on, or receive priority with respect to, a strategy or type of investment (as determined in BlueBay’s discretion) as 
compared to other funds or Advisory Accounts. In such cases, such other funds or Advisory Accounts may not have access to 
such strategy or type of investment or may have more limited access than would otherwise be the case. Participation by such 
Accounts in such transactions may reduce or eliminate the availability of investment opportunities to, or otherwise adversely 
affect, Advisory Accounts. 
 
To assess that BlueBay is meeting its fiduciary duties, BlueBay’s policies and procedures are subject to periodic review and 
testing. Tests may include performance comparisons between performance fee and management fee portfolios, and reviews 
of employee compensation structures that assess the risk taking and performance generation for each portfolio. 
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Notwithstanding BlueBay’s allocation policies, the availability, amount, timing, structuring or terms of investments available 
to particular Advisory Accounts, including Advisory Accounts engaging in the same or similar strategies, may differ. 
 

IPO/New Issue Allocation 
 
Allocation of initial public offerings or new issues (“IPO/New Issue”) will be affected consistent with fiduciary duties and in  
accordance with the general BlueBay allocation policies and procedures outlined above under “Performance Based Fees and 
Side-By-Side Management”. The application of the relevant factors may result in non-pro rata allocations, and certain 
Advisory Accounts (including Advisory Accounts in which BlueBay, RBC and personnel of BlueBay have an interest) may 
receive an allocation when other Advisory Accounts do not. Allocations may be adjusted under certain circumstances, for 
example in situations where pro rata allocations would result in de minimis positions or odd lots. Furthermore, some Advisory 
Accounts may not be eligible to participate in an IPO/New Issue where, for example, the investment guidelines for an 
Advisory Account prohibit IPOs/New Issues. 
 
There may be instances in which one or more Advisory Accounts are intended to be BlueBay’s primary investment vehicles 
focused on, or to receive priority with respect to, a particular strategy as compared to other funds or Advisory Accounts 
(including Advisory Accounts in which BlueBay, RBC and personnel of BlueBay have interests). Such Accounts will not be 
subject to the BlueBay allocation policies. Investments by such Accounts may reduce or eliminate the availability of 
investment opportunities to, or otherwise adversely affect, the Advisory Accounts. Furthermore, in a case in which one or 
more Advisory Accounts are intended to be BlueBay’s primary investment vehicles with respect to a particular trading 
strategy, other Advisory Accounts may not have access to such strategy or may have more limited access than would 
otherwise be the case. 
 
In addition, in some cases BlueBay may give advice to Advisory Accounts that make investment decisions independently of 
BlueBay. In circumstances in which there is limited availability of an investment opportunity, if such Advisory Accounts invest 
in the investment opportunity at the same time as, or prior to, other Advisory Accounts, the availability of the investment 
opportunity for other Advisory Accounts will be reduced irrespective of BlueBay’s policies regarding allocations of 
investments. 
 

Advisory and Discretionary Accounts 
 
BlueBay may provide services whereby it advises Advisory only Accounts on purchasing, selling, holding, valuing, or exercising 
rights with respect to particular investments, but does not have discretion to execute purchases or sales on behalf of the 
Advisory only Accounts. BlueBay may advise with respect to the same or similar securities in Discretionary and Advisory only 
Accounts. There may be timing differences related to the transmission of advice to Advisory only Account clients for 
consideration and a determination of whether to act on the advice. As a result, BlueBay may execute trades in investments 
for Discretionary Advisory Accounts in advance of BlueBay communicating with Advisory only Account clients about those 
investments. As a result, particularly with large orders or where the investments are scarce or thinly traded, Advisory only 
Accounts may receive allocations or prices that are less favourable than those obtained for Discretionary Advisory Accounts. 
 

Co-Investment Opportunities 
 
There may be cases in which one or more Advisory Accounts are intended to be BlueBay’s primary investment vehicles 
focused on, or that receive priority with respect to, a particular strategy or type of investment, and such Advisory Accounts 
may have specific guidelines with respect to receiving Co-investment Opportunities, which will result in certain Advisory 
Accounts, other Accounts or other persons receiving allocations to, or rights to invest in, Co-investment Opportunities that 
are not available to Advisory Accounts generally. 
 
BlueBay’s Co-Investment Practices take into consideration the particulars of each participating account’s investment program, 
among other factors. Co-Investment Opportunities are generally made available when BlueBay determines that while it is in 
the best interests of the Advisory Accounts to acquire the full amount of a particular investment (as opposed to not making 
the investment), the Advisory Accounts interests are better served, due for instance to diversification, portfolio management, 
leverage management, investment profile, risk tolerance or other exposure guidelines or limitations, cash flow or other 
considerations, for Advisory Accounts to acquire or otherwise hold less economic exposure to the investment than the full 
amount. 
 
Generally, BlueBay has broad discretion in determining to whom and in what relative amounts to allocate Co-Investment 
Opportunities. Factors BlueBay may take into account include, but are not limited to, whether BlueBay believes the potential 
recipient is able to execute a transaction quickly or is willing to bear expenses associated with a potential transaction that is 



 

12 
 

not consummated, and whether the potential recipient is expected to provide expertise or other advantages in connection 
with a particular investment. 
 
Co-Investment Opportunities may or may not give preference to investors in the applicable Advisory Accounts, or investors 
that have made commitments over a certain threshold as opposed to other investors, and Co-Investment Opportunities may 
be provided in connection with a commitment to an Advisory Account. No Advisory Account or other person (including 
Advisory Accounts that are similarly situated to Advisory Accounts or other persons receiving Co-Investment Opportunities) 
will have any right to any Co- Investment Opportunity unless such person has entered into an agreement with respect 
thereto. 
 
Co-Investment Opportunities may be provided on a case-by case basis as they arise or in the form of priority rights with 
respect to future Co-Investment Opportunities. BlueBay may or may not receive fees or other compensation in connection 
with Co-Investment Opportunities. Co-Investment Opportunities may be acquired at the same time and on the same terms as 
the Advisory Accounts making the primary investment, or at different times or on different terms, including in a subsequent 
sale by one or more of such Advisory Accounts to the participants in a Co-Investment Opportunity. 

 

CLOs 
 
BBAM USA may receive performance-based compensation from eligible CLO Clients, as set forth in the relevant Client 
Documentation. Additionally, BBAM USA and Advisor Related Parties have other pecuniary interests in CLO Clients, such as 
personal or proprietary investments. Each of these arrangements create a variety of risks and conflicts, including, but not 
limited to, those described below. In the case of CLOs, performance-based fees are generally paid as a percentage of available 
cash flow, not appreciation of assets, and only after Equity holders have achieved a specified IRR (not the appreciation of 
portfolio assets) consistent with the terms of the Indenture. 
 
The receipt of performance-based compensation, and the presence of different pecuniary interests in CLO Client accounts, 
creates a potential conflict of interest between BBAM USA’s interest to generate revenue for itself, and its personnel and 
affiliates, and the interests of CLO Clients and investors (including Note Holders). Specifically, performance-based fee 
arrangements and ownership of pecuniary interests create an incentive for BBAM USA to make investments that are 
considered riskier or more speculative than those that would be otherwise recommended under a different fee arrangement. 
In most cases, the payment of performance-based compensation is dependent on portfolio performance creating an incentive 
for BBAM USA to make decisions that may conflict with the interests of some investors or Note Holders or any class thereof. 
For example, the performance-based fee structure could create an incentive for the collateral manager to take greater risks or 
otherwise manage the CLO portfolio in a manner which seeks to maximize IRR for Equity holders relative to investors holding 
Notes with higher creditworthiness like Senior Notes. Focusing on increasing yield could contribute to a decline in the 
creditworthiness of the portfolio and could result in potential defaults or volatility. However, Client Documentation typically 
contains specific investment guidelines and restrictions that constrain BBAM USA’s discretion to select speculative 
investments. This is particularly relevant with respect to CLOs where the Indentures limit the portfolios to certain types of 
investments, as well as diversification, credit quality and concentration by industry and issuer. 
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Item 7 – Types of Clients 

 
BlueBay provides investment management services to predominantly institutional clients including but not limited to: 
 

• Pension Funds 
• Corporations 
• Non-Profit Organisations 
• Family Offices 
• Insurance Companies 
• Sovereign Wealth Funds 
• Fiduciary Consultants 
• Distribution Channels 

 
All pooled investment vehicles have minimum investment requirements, and these are noted in the applicable prospectus or 
offering memorandum. Segregated accounts typically have a minimum of US$100 million (or equivalent) and may be 
managed on a management fee only basis or a combination of management and performance fees. BlueBay may waive 
account minimums at its discretion. 
 
BBAM USA also advises the CLO Clients. Investors in the CLO Clients may include high net worth individuals, banks, insurance 
companies, family offices, endowments, pensions, and other institutional investors. Investors in CLOs are qualified 
institutional investors. Minimum investment amounts for CLOs are set forth in the Client Documentation. 
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Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss  
 
METHODS OF ANALYSIS 

BlueBay seeks to provide asset management services characterised by an active management style, a solid investment 
process, a focus on capital preservation and the generation of attractive risk-adjusted returns for all investment strategies. 
Certain Advisory Accounts that are funds offered by BlueBay have set guidelines which are published and available for review. 
BlueBay monitors each respective guideline and limit imposed as part of our management of these Advisory Accounts. 
 
BlueBay segregated mandates may have tailored guidelines according to specific client requirements. Tailored guidelines may 
have a positive or negative impact on a client’s risk profile and returns. BlueBay monitors each mandate’s respective 
guidelines and limits as part of our management of the account. 
 
BlueBay’s investment approach is governed by a style incorporating the following investment principles: 
 

 Focus on absolute returns – both our long-only and alternative strategies use short exposures (either directly or via 
credit derivatives) as one of a number of techniques designed to deliver absolute-style returns 

 Strong emphasis on capital preservation – the use of credit derivatives helps us to maximise portfolio efficiency 
 Dynamic, research-driven approach 
 Disciplined, risk-controlled environment 
 Active management – our investment approach draws on both top-down and bottom-up inputs, resulting in an active 

style of management 
 
Finally, credit analysis is the fundamental aspect of the BlueBay’s investment approach and is designed to identify existing 
market inefficiencies at all stages of the investment processes as well as drive security selection using BlueBay’s credit 
expertise and proprietary research. 
 
Advisory Account clients and investors in pooled investment vehicles should understand that all investment strategies and the 
investments made pursuant to such strategies involve risk of loss, including the potential loss of the entire investment, which 
clients and investors should be prepared to bear. The investment performance and the success of any investment strategy or 
investment can never be predicted or guaranteed, and the value of a client’s or an investor’s investments will fluctuate due to 
market conditions and other factors. The investment decisions made, and the actions taken for Advisory Accounts will be 
subject to various market, liquidity, currency, economic, political and other risks, and investments may lose value. 
 

INVESTMENT STRATEGIES 

BlueBay manages a wide range of long-only and alternative specialist fixed income portfolios that focus on the following sub-
asset classes of fixed income: 
 

Convertible bonds 
 
BlueBay’s Global Convertible Bond Strategy is managed by a team of dedicated portfolio managers and investment analysts, 
and also draws upon BlueBay’s other specialist teams, which combined provide BlueBay’s proprietary convertible bond 
analysis. 
 
Security selection is based on dynamic, proactive proprietary research. We exploit capital appreciation opportunities through 
sector and issuer analysis. We also place a strong emphasis on the technical characteristics of each individual security to 
ensure that they are consistent with our overall investment objectives. 
 
We adopt a team-oriented approach to managing all of our Global Convertible Debt products. All investment decisions are 
taken in accordance with our investment process. Monitoring and risk control are continually assessed throughout the 
process. The investment process is comprised of six stages: 
 

• Stage 1 – Macro Strategy 
• Stage 2 – Preliminary Screening 
• Stage 3 – Fundamental Credit & Equity Analysis 
• Stage 4 – Valuation & Relative Value Analysis 
• Stage 5 – Technical Analysis 
• Stage 6 – Portfolio Construction 

 
Leveraged Finance 
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Issuer selection is primarily qualitative, driven by proprietary research involving a detailed analysis of screened credits. The 
credit screening process is designed to provide us with an in-depth understanding of the company's business, capital structure 
and the risks associated with a potential investment. The investment process is comprised of five stages: 
 

• Stage 1 – Idea Sourcing & Preliminary Screening 
• Stage 2 – Credit Analysis 
• Stage 3 – Valuation: Relative Value & Absolute Risk-Return 
• Stage 4 – Portfolio Construction 
• Stage 5 – Ongoing Monitoring and Engagement 

 
Emerging Market Debt 

 
BlueBay’s Emerging Market Debt strategy is managed by a large and integrated team of dedicated portfolio managers, 
sovereign and corporate credit strategists and traders. 
 
The investment process for BlueBay’s Emerging Market Debt strategies balances top-down themes with bottom-up conviction 
ideas to form a strategic, best ideas portfolio. All of EM strategies follow largely the same investment process. We adopt a 
team approach to investing in which all investment decisions are taken in accordance with our investment process. Our 
process combines four stages: 
 
Stage 1 – Fundamental Scoring 

• Fundamental scoring at individual country and company level across an array of factors 
• Dynamic process; scores constantly revisited 
• ESG view formally integrated into fundamental score   

 
Stage 2 – ESG & Political Analysis 
A formal issuer ESG evaluation is conducted for each issuer within our investment universe. There are two important ESG 
metrics resulting from the process for each issuer: 

• Fundamental ESG Rating: indicates our absolute view of the ESG risks/opportunities faced by the issuer. 
• Investment ESG Score: reflects a relative view on the extent to which the ESG factors are considered relevant to 

valuations, which is a security/instrument specific assessment. As it relates to a specific instrument/security 
decision, there may be multiple Investment ESG Scores for a single issuer. 

• Significant emphasis put on assessment of the political backdrop 
• “Pre-mortem” stress testing into key risk events  

 
Stage 3 – Subjective Assessment 

• Significant amount of due diligence carried out either on-the-ground or virtually 
• Shared trips across sovereign and corporate specialist 
• “Mosaic theory” approach to research 

 
Stage 4 – Sovereign & Corporate Conviction Scores 

• [-3,+3] scoring output 
• Scores aggregated and logged in proprietary system, Alpha Decision Tool (ADT) 
• Culture of accountability & transparency 

 
The portfolio construction of the investment process involves blending our macro views and our country/sector/issuer calls in 
order to create a strategic, best ideas portfolio. Risk management is evaluated at every stage of the process. 
 

Investment Grade Debt 
 
Our investment grade debt strategies aim to generate performance across both interest rates and credit through both relative 
value and market directional positions. They have no bias to asset type or strategy type, as these are dictated by investment 
opportunities. The mix is expected to vary across the investment cycle and we focus on specific markets, assets or strategies 
that, we believe, offer the most opportunities and the most asymmetric risk/return characteristics. 
 
Investment decisions for all of our investment grade debt strategies are taken in accordance with our investment process 
which combines five stages: 
 

• Stage 1 – Research Input 
• Stage 2 – Idea Generation 
• Stage 3 – Decision Outputs 
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• Stage 4 – Portfolio Construction 
• Stage 5 – Risk Management 

 
Multi-asset credit 

 
BlueBay’s multi-asset credit strategies are managed by the members of the Multi-Asset Decision Group (MADG) who are 
experienced investment professionals and senior decision makers who draw upon the expertise of BlueBay’s internal 
specialist investment teams, which combined, make decisions about the asset allocation, macro/tail hedging, and asset class 
beta of the strategies. 
 
Security selection is based on dynamic, proactive proprietary research which is performed by the underlying investment 
management teams in each sub-asset class. 
 
All investment decisions are taken in accordance with BlueBay’s investment process. Monitoring and risk control are 
continually assessed throughout the process. The investment process is comprised of four stages: 
 

• Stage 1 – Portfolio Manager Forecasts 
• Stage 2 – Risk & Transaction Costs 
• Stage 3 – Capital Preservation Hedging Decisions 
• Stage 4 – Asset Allocation Decisions 

 
Event-driven 

 
Event-driven strategies seek to exploit situations in which an anticipated corporate event is expected to generate price 
movement, including, for example, mergers, acquisitions, restructurings, bankruptcies, recapitalizations, spin-offs, split-offs, 
liquidations, regulatory or legal developments and other events. Event-driven strategies are highly issuer- and transaction-
specific and rely more on fundamental research and judgment than on quantitative analysis. The strategies are designed to 
generate profits should a particular event come to pass, while a variety of techniques may be used to mitigate the risk that 
the event does not happen. Such an investment may be made in certain or all parts of an issuer’s capital structure, as well as 
derivative products. 
 

Structured Credit 
 
BlueBay's Structured Credit investment philosophy is predicated on four main pillars analysing in detail the structure and all 
potential catalysts 
 

• Structure deep dive looking at structural flexibility, tests / triggers, cash flow projections, optionality, tranche NAVs 
and capital structure optimisation 

• Manager / originator analysis focusing on asset writing / sourcing capabilities, workout experience on stressed or 
defaulted assets, transaction overlap and reinvestment trading capability 

• Portfolio deconstruction in depth analysis of prepayment speeds and seasonality, historical defaults and stressed 
assets, thorough credit analysis on the collateral pool, diversity and concentration, ratio of high-risk assets 

• Macro & other parameters relative value and outright screening of assets, premium / discount of manager and 
liquidity, secondary versus primary yields, view on collateral pool asset class, supply / demand technical, risk flags in 
the market 

 
CLOs 

 
For the CLO Clients, BBAM USA invests primarily in a diversified pool of senior secured term loans and revolver loans for non- 
investment grade companies with typically between $40 million and $ 1 billion in earnings before interest, taxes, 
depreciation, and amortization (“EBITDA”). The minimum tranche size typically considered for investment is greater than 
$150 million, with certain exceptions, in an attempt to maintain adequate liquidity. BBAM USA employs a comprehensive 
framework to analyse each credit and debt structure. In selecting individual securities, BBAM USA’s analysis typically includes 
the following categories, where applicable: 
 

• Top Down Analysis: macroeconomic environment, industry cyclicality & volatility, competitive framework, third-
party diligence and loan market conditions. 

• Bottoms Up Analysis: strength of products & services, company / sponsor strategy, industry position, barriers to 
entry, long-term prospects, peer comparisons and management track record. 

• Quantitative Analysis: financial performance & health, project cash flows, plans to de-lever, ability to meet 
obligations & repay debt, collateral valuation, downside analysis and recovery analysis. 

• Instrument Analysis: seniority, covenant analysis, liquidity and collateral valuation. 
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• Ratings: BBAM USA utilizes a proprietary ratings model that replicates rating agency methodologies to form its own 
opinion of the probability of loss. BBAM USA may also utilize total return swaps in connection with bank loans, 
typically 1 to 3 years in duration. 

 
RISK OF LOSS  

Group Risk Management 

Risk management at BlueBay is used to: 

 Identify and define ownership of risks;  

 Quantify the acceptable level of risks using Risk Appetite statement;  

 Mitigate and manage the identified risks within the context of the overall risk appetite, and  

 Provide ongoing monitoring of the identified risks for escalation as needed throughout the year.  

Risk management is the responsibility of all staff and it is part of their daily activities. This is achieved through a strong risk 
governance framework that embeds a strong risk-based culture within BlueBay, independent reporting and robust systems and 
controls, which are regularly reviewed by staff responsible for risk monitoring and external reviews by independent third parties. 

RISK SOURCES 

BlueBay is exposed to four primary Risk Sources:  

 Business Risk, which are internal or external risks related to the planning and execution of BlueBay’s business strategy; 

reputational risk and systemic risk to the business 

 Investment Risk, which is the risk that BlueBay’s fund products (meaning all funds including segregated mandates) fail to 

deliver the expected level of performance; fund liquidity, market risk, counterparty risk and Environmental, Social and 

Governance (ESG) risk of the investment management processes.  

 Group Financial Risk, which are risks from FX fluctuations, counterparty failures or liquidity affecting BlueBay Group directly. 

 Operational Risk, which are risks related to people, processes, systems, cyber / information security and external events;  

RISK CATEGORIES AND GROUP RISK REGISTER 

Risks identified within a Risk Source are known as Risk Categories and each Risk Category is assigned clear ownership and a risk 
appetite statement. 

The repository of the Risk Categories along with its definitions, appetite statements and thresholds are known as the Group Risk 
Register  

RISK APPETITE STATEMENT (RAS) 

BlueBay’s risk tolerance is expressed through a Risk Appetite statement and defines the types and degree of risk that BlueBay is 
willing to accept in order to execute its business strategy. This RAS is used in the Group Risk Register and the Internal Capital 
Adequacy Assessment Process (ICAAP) report. The Group Risk Register and the ICAAP report are reviewed and approved annually 
by the LLP Board. 

The Risk Appetite Statement provides practical guidance to key stakeholders about the level of acceptable risk for each Risk 
Category within the four Risk Sources (Business, Investment, Group Financial and Operational). It also determines the framework 
of controls and oversight required to ensure risk exposures remain within the acceptable levels.  

The Risk Appetite of each Risk Category is monitored using a series of key risk measurements (metrics), internal events and risk 
& control findings to derive whether the risk category is within the defined tolerance level (threshold) of the appetite statement.  
The status of the risk appetite for all the Risk Categories is regularly reviewed by the Operating Committee and quarterly by the 
LLP Board.  

The Group is committed to the continual enhancement of its control environment and key indicators will evolve and refined over 
time as trends become apparent. 
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Note – the Risk Appetite statement for the reputational risk category within the Business Risk Source is aligned to RBC’s 
reputational risk framework. 

 

RISK GOVERNANCE 

BlueBay’s Governance framework is designed to ensure clear accountabilities, defined authorities and an efficient flow of 
information. Overall risk oversight is provided by the Board. 

  

 

 

The Board 

The Board of BlueBay Asset Management LLP (“the Board”) has responsibility for setting the risk management and internal 
control policies for BlueBay. It is responsible for reviewing the adequacy and effectiveness of the internal controls and risk 
management processes. In order to identify risks and potential control weaknesses the Board draws upon the Group Risk Register 
which it reviews on a quarterly basis. In addition, to assist in these responsibilities the Board agrees an internal audit program 
with RBC Internal Audit Department to review the processes and controls in place.  The Board also reviews the scope and nature 
of the external audits and reviews the findings. 

The Board fulfils this duty by means of direct intervention or by delegating appropriate responsibilities to the Management 
Committee. 

The Board is comprised of Non-Executive and Executive Board Members; including two Independent Non-Executive Board 
Members  

 

Management Committee 

The Management Committee is responsible for the execution of the business strategy and therefore bears responsibility for the 
identification, assessment and management of all Risk Categories through its day-to-day management and the implementation 
of effective management structures. The Members of the Management Committee collectively have direct responsibility for all 
functions within BlueBay and receive up to date reports on the issues and risks arising from the various departments through 
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regular meetings with the department heads. The Management Committee additionally relies on the support of the Operating 
Committee and the Market Risk Committee to provide policy and oversight over the main areas of risks. 

The Management Committee is chaired by the CEO and the Terms of Reference of the Management Committee details the 
membership. 

Operating Committee 

The purpose of the Operating Committee is to set policy and provide oversight over the following Risk Sources - Business Risks, 
Group’s Financial Risks and Operational Risks, review the effectiveness of BlueBay’s control environment and to enhance staff 
awareness of the risks and mitigating policies and procedures. 

The Operating Committee is chaired by the COO-CRO and the Terms of Reference of the Operating Committee details the 
membership.  

Market Risk Committee 

The purpose of the Market Risk Committee is to set policy relating to BlueBay’s Investment Risk Management framework and 
provide ongoing review and oversight of Investment Risk Source. Additionally, the Market Risk Committee establishes mandates 
and guidelines for BlueBay fund products as well as providing oversight over financial risks assumed by BlueBay. 

The Market Risk Committee is chaired by the Head of Investment Risk and Performance - Attribution and the Terms of Reference 
of the Market Risk Committee detail the membership. 

The cross-memberships within the Management Committee, Operating Committee and Market Risk Committee encourage and 
enable the flow of information across BlueBay. Taken together, these committees provide ongoing oversight over all risks faced 
by BlueBay. 

RISK MONITORING 

Risk management is the responsibility of all staff within each department performing various activities to ensure risks are 
effectively managed and mitigated. 

BlueBay relies on three layers of controls, oversight and assurance (the “three lines of defence” model) for risk management and 
monitoring.   

Embedded within the first line of defence are the processes and procedures implemented in each department, which are 
overseen by Business Managers. These vary depending on the specific function and include reviews, approval signoffs, 
maintenance of checklists / evidences and enforcement of BlueBay’s policies. 

The control functions set the framework for effective risk management and provide oversight and monitoring; and independent 
(internal and external) auditors assure the effectiveness of risk management, controls and governance. The control functions 
consist of Compliance, Legal and Governance, Risk and Performance, Technology and Operational Risk and HR functions.  

The Compliance function undertakes a risk-based monitoring and testing programme to determine whether controls are 
operating effectively, and legal and regulatory requirements have been complied with. Monitoring activities are determined by 
a risk-based plan depending on the assessment of the regulatory risk in each area. As applicable, the Compliance function 
provides reports of its findings to the Board, the Management Committee, the Operating Committee and the Board of Directors 
of the funds managed by the firm.  

BlueBay’s Investment Risk and Performance Function along with the Technology and Operational Risk function are tasked with 
the independent monitoring of all risks, with a reporting line to the COO-CRO. On an annual basis, a formal review is undertaken 
of the risks facing the business and the controls that mitigate those risks. This risks and controls assessment are reviewed by the 
relevant Risk Owners and by the Board. This enables the reinforcement of risk culture throughout the organisation. The status 
of the risks is reported to the LLP Board periodically.  

Additionally, departments such as Investment Control, Finance, Operations and Project Management Office also provide 
independent reviews and challenges as part of their day-to-day activities.  

Incidents that may result in adverse reputational, financial or other outcomes for BlueBay are escalated to the Technology and 
Operational Risk function and recorded in the Operational Risk System. Incidents are addressed in accordance to the ‘Incident 
Management Policy’.  

INDEPENDENT VERIFICATION 
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Independent verification of systems and controls is provided by Internal and External Audit. Internal Audit services are provided 
by RBC Group Internal Audit, who reports their findings to the Board and to the RBC Audit Committee responsible for subsidiary 
entities.  

The Internal Audit program helps the Management Committee ensure that adequate systems of internal control are in place and 
it provides assurance to the Board and the RBC Audit Committee that the risks identified by BlueBay are being properly managed. 
The internal audit programme involves an annual audit of departments within BlueBay, with all departments audited at least 
every three years. 

External audit services are provided by PwC, who are the reporting accountant for the Annual Report and Accounts and for the 
ISAE 3402 Assurance report on controls at a service organisation (“ISAE 3402”). The external auditor provides an independent 
opinion in the ISAE 3402 report on the design and effectiveness of the control environment for the Investment Management 
processes.  

The external auditor also reviews BlueBay’s systems and controls associated with preparation of its financial statements, on 
which clients may rely to assess BlueBay’s financial strength, in its role as the external auditor.  

Issues identified in audit reviews are agreed with the responsible manager and resolved within a given time frame. The Operating 
Committee monitors the status of open issues and ensures timely completion. 

RISK MEASUREMENT AND MITIGATION 

Identify 

Risks are identified by senior management and business managers. Each risk is defined as a Risk Category and is recorded in the 
Group Risk Register within one of the four Risk Sources (Business, Investment, Group Financial and Operational Risk).   

Yearly, the Technology and Operational Risk along with the business areas conduct a formal risk and controls assessment and 
the output is centrally captured into the Group Risk Register. Risk Categories identified may either be an inherent risk to the 
business or have led to material losses in the past, or they may be potential concerns. A series of key risk indicators (“KRIs”) are 
developed / established for each risk category to identify how the risk impacting the risk appetite statement. 
Assess & Mitigate 

Every risk item is assigned an inherent (gross) risk score based on the likelihood and the impact of such an event occurring. 
Existing controls are also listed and the resultant residual (net) risk scored and assessed. The net risk has been reviewed to ensure 
that it is within the acceptable threshold defined by BlueBay’s Risk Appetite. Initiatives have been put in place or reviewed with 
the intention of achieving the Target Risk Score. The objective of the Target Risk Score is to either maintain the Net Risk Score or 
reduce the Net Risk Score further 

The scoring of Risk Register items is based on the following matrix, with the likelihood estimated over a three-year horizon: 

 

 
 

>50% Probable 4 4 8 12 16

10-50% Possible 3 3 6 9 12

1-10% Unlikely 2 2 4 6 8

<1% Rare 1 1 2 3 4

1 2 3 4

Minor Moderate Major Severe

<1% 1-5% 5-10% >10%

Minor impact on day to day 
business activities

Moderate impact which can be 
managed under normal 

circumstances

Major impact which with proper 
management can be endured

Serious impact which 
threatens survival of business

Minor breach - no fine, no 
business disruption

Fine but no business disruption
Significant fine and major 
disruption to the business

Severe fine and damage to 
reputation

Minimal impact Some short term impact
Disruption to stakeholder 

confidence with some long 
term effects

Major long term loss of 
confidence by stakeholders

IMPACT

L
I
K
E
L
I
H
O
O
D

Financial Loss (% of 
Revenues)

Management Effort

Regulatory Compliance

Stakeholder Confidence
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Monitoring Risk Thresholds 

Key Risk Indicators along with ongoing assessment of issues raised by business areas and audits are used to monitor the defined 
thresholds of each Risk Category to measure against the appetite statements. 
REPORTING 

The status of the Risk Category threshold monitoring is reported to the Operating Committee and on a quarterly basis to the 
Board.  The Internal and External Audits control assurance reporting allows control owners to verify that their controls have been 
working effectively and have managed the risks appropriately. 

BlueBay uses an operational risk management system called Archer to help manage and report its risks. This system has an 
incident database where all incidents are recorded as per the Incident Management Policy This allows incidents to be analysed 
for trends and monitor the remedial actions. The Technology and Operational Risk function is responsible for ensuring incidents 
are recorded, mitigating actions are agreed and tracked for resolution.  Key incidents are reviewed by the Operating Committee. 

Additionally, key business issues and actions, which may have arisen from control failures, audit review or business necessity, 
are also recorded in the system.  Issues and actions can be assigned appropriately allowing users and management to readily 
track and manage issues.  

Various scenarios, utilising risks identified in the risk register combined with internal and external loss data, are modelled and 
their impact on the business assessed.  These scenarios and their financial impact are documented in the BlueBay ICAAP which 
is approved by the Board. 

BlueBay key processes and procedures are documented and maintained by the relevant business areas. All key risk related 
policies are developed in line with RBC Group policies (where appropriate) and BlueBay’s understanding of best market practice.  
These are reviewed and approved by the Operating Committee. 

MANAGING RISK SOURCES 

Business Risks 

Business Risks consists of Risk Categories that cover the overall business strategy, the execution of the strategic plan across 
BlueBay, the systemic issues that affect the Asset Management / Financial Sector and reputational risk of BlueBay. 

BlueBay ensures there is a defined strategy that is approved by the Board. To achieve this strategy and address systemic risk, 
BlueBay has put in place appropriate governance, legal structure, culture, skill, processes and systems.  

The management of reputational risk is an integral component of BlueBay’s risk management approach. Since risk to BlueBay’s 
reputation can flow from any of the Risk Categories, hence, an effective management of all of Risk Categories will minimise 
BlueBay reputation risk. Note – the reputational Risk Category appetite statement is aligned to RBC’s reputational risk framework. 

 

Investment Risks 

Investment Risk consists of Performance Risk, Market Risk, Counter Party Risk, Liquidity Risk and Environmental, Social & 
Governance (ESG) Investment Risks 

Performance Risk 

BlueBay mitigates its Investment Risk by adhering to the following key principles: 

All investment positions are priced daily by the independent Pricing Team and reconciled against administrators’ records on 
official NAV dates by Fund Accounting. 

Daily performance reports are distributed to senior management.  

Investment Control team performs pre-trade checks wherever possible to ensure transactions do not breach applicable 
regulations, prospectus restrictions or investment management agreements. Post trade checks are undertaken to capture any 
trades not covered by the pre-trade checks.   

Every fund is subject to the portfolio restrictions which appear in the corresponding investment management agreement, 
prospectus and/or other applicable document. The Market Risk Committee may set additional internal guidelines to ensure 
adequate risk mitigation. 
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The Risk Team produces, and reviews detailed daily risk reports for all BlueBay fund products and engages with the portfolio 
managers to ensure all risks are understood and appropriately managed. 

The Risk Team monitors exposures against internal guidelines and reports exceptions to the Market Risk Committee using the 
Daily Guideline report and the weekly MRC pack. The Risk Team can instruct portfolio managers to reduce exposures if these are 
deemed excessive or inappropriate considering the fund’s mandate and strategy. 

Brokers and counterparties used by BlueBay funds are subject to an initial approval process, daily oversight and annual review 
by MRC. Exposure to counterparties is monitored daily using the counterparty risk report and is subject to internal limits.  

Bilateral OTC derivatives are transacted under ISDA agreements with bilateral CSA. Daily exchange of margins ensures that mark-
to-market exposures are cash collateralised to the full extent permitted by the CSA. Similarly, repurchase agreements are only 
traded under valid GMRAs. 

Custodians and sub-custodians are reviewed annually as part of the Annual Sub-Custody review 

Minimum cash amounts in all BlueBay funds are monitored daily using the Daily cash report. All investment positions are 
classified in terms of liquidity by the Risk Team at least once a month and reported in the Monthly liquidity report 

New investment products are subject to an internal approval process to ensure all infrastructure departments can handle them 
appropriately.  

Investment Risk from seed investments is covered by the monitoring described under Investment Risk.  

Market Risk 

The measures used by BlueBay to monitor market risk are: 

Value at Risk (VAR) and/or ex-ante Tracking Error. VAR is calculated by way of Monte Carlo simulation, using 99% confidence 
level on one-month horizon for BlueBay funds and 95% confidence level on one day horizon for alternative funds, over a one 
year exponentially weighted look-back period. Other confidence levels, horizons and look-back periods are used for regulatory 
purposes. To monitor the effectiveness of the VAR model, the Risk Team performs an ongoing back testing of the model against 
daily returns for all BlueBay fund products. At least twice a year, the results of the back-testing program are reviewed by the 
MRC. 

Risk factor sensitivities, such as interest rate sensitivity (IR01), credit spread sensitivity (CR01), FX delta, equity delta and 
sensitivity to changes in volatility (Vega) 

Leverage, or the sum of exposures from all investment positions divided by the NAV of a fund. Exposure is calculated as market 
value for cash products, ten year equivalent notional for interest rate derivatives, notional for CDS or FX forwards and delta 
adjusted notional for all other derivatives. 

Concentrations, such as top issuer, top 5 issuers, top issuer by rating, top country and/or top sector.  

Drawdown. A stop-loss protocol supervised by the Market Risk Committee ensures fund losses are managed in an appropriate 
manner. 

Stress tests. These consist of both historical and predictive scenarios. Stress tests are updated if warranted by market events, 
new asset classes or on request, and the MRC formally reviews all scenarios at least annually to ensure they are still relevant. 

Internal guidelines are set to cover those risk measures that are deemed particularly relevant for the investment strategy pursued 
by each fund. Guidelines are set conservatively to alert the Risk Team when risk levels start moving outside of the normal ranges. 
Guidelines are “soft”, and there is no expectation that the portfolio managers need to comply with these guidelines at all times, 
provided that the Risk Team is comfortable with the resulting risk levels. The Risk team can instruct portfolio managers to bring 
risk levels back within guidelines.  

Exceptions are reported daily to the Market Risk Committee and reviewed at its weekly meeting.   

Counterparty Risk 

The Market Risk Committee approves all counterparty relationships. The Risk Team maintains a list of approved counterparties, 
which is reviewed at least annually as part of the Annual Counterparty review by the MRC 

Counterparties are grouped into tiers, which determine approved products and applicable limits. A summary is provided in the 
table below. 
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1 Subject to Market Risk Committee approval 

For Tier 1 counterparties (and where possible for Tier 2 & 3 counterparties) the Risk Team monitor rating changes, CDS spreads 
and equity price movements daily. The general requirement for Tier 1 counterparty is a senior debt rating of A-/A3 by at least 
one agency, and a 5-year CDS spread of less than 250bp, although the MRC may approve exceptions. 

Counterparty exposures are monitored daily by the risk team. Exposures are netted by counterparty and product category and 
include any collateral held or posted. Counterparty risk on centrally cleared products are conservatively modelled and reported 
as counterparty risk to the clearing agent (Tier 1 institution) used by BlueBay funds. 

OTC collateral is monitored daily by Operations. 

Unless more restrictive limits are defined by applicable regulations, prospectus or investment management agreements, the 
following internal limits per counterparty apply: 

Long only funds: 8% of NAV for OECD banks, 4% of NAV for other counterparties 

Alternative funds: 20% of NAV per counterparty 

BlueBay overall: 3% of AUM per counterparty 

Overall notional limits apply for DVP trades with Tier 2 & 3 counterparties, and additional limits apply for Free of Payment 
settlement and securities lending transactions. 

Liquidity Risk 

BlueBay uses a proprietary liquidity model in order to calculate liquidity scores for Funds’ holdings. The model aims to dynamically 
assess – for any size – the time to liquidate of an asset based on observable and quantifiable parameters such as bid-ask spreads, 
credit spread, trade size, amount outstanding or number of market makers as well as qualitative inputs. 

The Time to Liquidate refers to the sale of a Position in normal market conditions without material transaction cost. Based on 
the modelled Time to Liquidate, the Positions are then classified into different liquidity buckets. 

The four liquidity buckets are: 

Daily Liquidity: assumes instruments can be liquidated within 1 day; 

Weekly liquidity: assumes instruments can be liquidated between 2 & 5 days; 

 Monthly liquidity: assumes instruments can be liquidated between 1 week and 1 month; 

Over 1-month liquidity:  instruments requiring over 1 month to be liquidated / assumed illiquid 

The Risk Team may change the liquidity score derived from the quantitative criteria if there are other indicators that point to a 
different liquidity score. For this more qualitative assessment, the Risk Team will seek advice from BlueBay’s trade execution 
team. 

To ensure funds can meet their redemptions within their liquidity terms, changes to the liquidity profile over time are monitored 
by the Risk Team, which will report any significant changes to the relevant portfolio managers and the Market Risk Committee. 
Action may be taken to increase the liquidity of a sub-fund where deemed necessary.  

Liquidity scores are part of the quarterly risk report to the Fund board of directors and liquidity stress tests is reviewed quarterly 
by the Market Risk Committee.  

BlueBay also ensures funds' exposure to illiquid assets is consistent with the liquidity terms of the funds by monitoring the limits 
on Limited Liquidity Assets in daily funds, having  an  exit strategy of defaulted assets in the funds and via early engagement and 
oversight from the Market Risk Committee on asset restructuring process and desks' exit strategy. 
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ESG Investment Risks 

ESG risk encompasses non-financial aspects related to an issuer’s operations which may materially influence its ability to meet 
its financial obligations in the long term.  These risks vary by country, industry, as well as by issuer-specific characteristics (e.g. 
size, geographical footprint etc.) and may include issues such as climate change, management of employees and labour standards 
in the supply chain, as well as governance and ethical business practices.  BlueBay primarily employs an ESG integration strategy 
which involves the identification and assessment of material ESG risk factors.  Such an approach does not automatically exclude 
low ESG scoring issuers from investment but ensures ESG risk factors are considered by the credit analysts as part of their 
investment analysis. ESG Investment Risk management is co-ordinated and overseen by the Risk Team, led by the ESG investment 
specialist.  The team sources issuer level ESG data and related ESG scores either from independent ESG providers if available, or 
otherwise internally derived.  

BlueBay’s Environmental, Social and Governance Investment Risk policy is available on the firm’s website. 

In addition to an ESG integration approach, BlueBay has a controversial weapons investment policy for its Luxembourg and 
Cayman Island domiciled funds, which excludes investments in issuers involved in the manufacture of cluster munitions and anti-
personnel landmines.  This process is implemented internally by our Compliance team. 

Group Financial Risks 

BlueBay Group is exposed to the following categories of financial risk: 

Group’s Liquidity Risk 

BlueBay’s payment obligation risk is mitigated by the fact that BlueBay has no debt. BlueBay monitors its cash position daily, with 
a formal analysis prepared on a weekly basis. The cash flow forecast for a period of 3 months is computed and circulated to 
Executive Management as part of the monthly financial position. Any dividends paid to RBC considers both the regulatory and 
liquidity requirements.  

Group’s Credit Risk 

The main credit risk at corporate level relates to the fee income receivable. BlueBay monitors the aged receivable to ensure that 
there is no indication of any debtor defaulting and that all clients settle in a timely manner. The aged receivable is also monitored 
as part of liquidity management. Similarly, BlueBay seeks to ensure that all its clients settle fee income in a timely manner. This 
is monitored through the aged debtors report. 

For cash deposits, BlueBay maintains banking relationships with multiple Tier 1 institutions and shall periodically monitor the 
credit rating of these institutions. All cash deposits of greater than £50m (allowing for short term liabilities and regulatory 
restriction) are deposited with RBC Europe Limited. Short term liabilities are defined as liabilities falling due in less than 3 months. 

Group’s FX Risk  

Once the Management and Performance Fees are recognised, BlueBay hedges its Foreign Exchange Risk (FX) on the receivables. 
All cash receipts in foreign currencies are converted into the functional currency of the legal entity, after considering any payables 
due.   

To reduce the impact of currency volatility on future income, BlueBay hedges a percentage of the future fee income as instructed 
by the CIO. 

Operational Risks 

Operational Risks are loss or business disruption from inadequate internal processes, people, and systems of the company or 
used by the company or from external events (including legal, regulatory and cyber risks). BlueBay has aligned its Operational 
Risks categories to RBC Group’s Operational Risk Categories and descriptions. The following are the Operational Risk Categories: 

1. Business Continuity & Resilience Risk 

2. Finance Risk 

3. Fraud Risk 

4. Information (Data) Management Risk 

5. Insurance Risk 

6. Legal & Fiduciary Risk 

7. People Risk 

8. Processing and execution Risk 

9. Product & Instruments Risk 

10. Project Risk 
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11. Regulatory Compliance Risk (Includes AML & Privacy) 

12. Safety & Physical Security Risk 

13. Suitability Risk 

14. Tax Risk 

15. Technology Risk 
16. Information and Cyber Security Risk 

17. Third Party & Outsourcing Risk 

 
These Operational Risks are managed and mitigated by means of a defined risk governance framework giving clear reporting 
lines, a comprehensive structure of internal controls with appropriate monitoring and oversight, and suitably trained and 
qualified staff/ teams to execute the processes effectively and minimum the risk of loss and business disruption. 
 

Risks That Apply Specifically to Fixed Income Investment 
 
All investment strategies involve a risk of loss of a portion or all of a client’s investment. Each of BlueBay’s portfolios is subject 
to specific risks. The principal risks associated with our strategies are discussed in more detail below. 
 

• Issuer/Credit Risk. There is a possibility that issuers of securities in which we invest may default on the payment of 
interest or principal on the securities when due, which could cause loss of money. 
 

• Investment Grade Rated Securities Risk. BlueBay’s portfolios may invest in investment grade rated securities. 
Investment grade rated securities are assigned credit ratings by ratings agencies on the basis of the 
creditworthiness or risk of default of a bond issue. Rating agencies review, from time to time, such assigned ratings 
of the securities and ratings may be subsequently downgraded if economic circumstances impact the relevant bond 
issues. 
 

• Interest Rate Risk. Yields and values of portfolios will fluctuate as the general level of nominal interest rates change. 
During periods when interest rates are low, portfolio yields may also be low and when interest rates increase, the 
value of fixed income securities held by the portfolios are likely to decrease. 
 

• High Yield Securities Risk. High yield securities, which are non-investment grade fixed income securities and unrated 
securities of comparable credit quality (commonly known as “junk bonds”), are considered speculative and have a 
higher risk of issuer inability to meet principal and interest payment obligations. These securities may be subject to 
greater price volatility due to factors such as specific corporate developments, interest rate sensitivity, negative 
perceptions of the junk bond market generally and less secondary market liquidity. 

 
• Credit Spread Risk. BlueBay’s portfolios’ investments may be adversely affected if any of the issuers it is invested in 

are subject to an actual or perceived deterioration to their credit quality. Any actual or perceived deterioration may 
lead to an increase in the credit spreads and a decline in the price of the issuer’s securities.  

 
• Convertible Securities Risk. Market values of convertible securities depend on a number of factors including equity 

and credit risk, volatility risk, interest rate risk, amongst others. A convertible security’s market value, however, 
tends to rise when the market price of the common stock of the issuing company rises. If the value of the underlying 
common stock or the level of the index involved in the convertible component is below the exercise price of the 
warrant or option at maturity, the convertible security will maintain its value, while the warrant or option itself will 
have no value. 

 
• Sovereign Debt Risk. BlueBay’s portfolios may invest in sovereign debt securities. These securities are issued or 

guaranteed by foreign governmental entities. These investments are subject to the risk that a governmental entity 
may delay or refuse to pay interest or repay principal on its sovereign debt, due, for example, to cash flow 
problems, insufficient foreign currency reserves, political considerations, the relative size of the governmental 
entity’s debt position in relation to the economy or the failure to put in place economic reforms required by the 
International Monetary Fund or other multilateral agencies. If a governmental entity defaults, it may ask for more 
time in which to pay or for further loans. There is no legal process for collecting sovereign debts that a government 
does not pay nor are there bankruptcy proceedings through which all or part of the sovereign debt that a 
governmental entity has not repaid may be collected. 

 
• Loan Risk. BlueBay’s portfolios may invest in loans including loans that are rated below investment grade or the 

unrated equivalent. Like other high yield, corporate debt instruments, such loans are subject to an increased risk of 
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default in the payment of principal and interest as well as the other risks described under “Interest Rate Risk,” 
“Issuer/Credit Risk,” and “High Yield Securities Risk.” Although certain loans are secured by collateral, we could 
experience delays or limitations in realizing on such collateral or have its interest subordinated to other 
indebtedness of the obligor. Loans are vulnerable to market sentiment such that economic conditions or other 
events may reduce the demand for loans and cause their value to decline rapidly and unpredictably. Loans that are 
deemed to be liquid at the time of purchase may become illiquid. No active trading market may exist for some of 
the loans and certain loans may be subject to restrictions on resale. The inability to dispose of loans in a timely 
fashion could result in losses. Some loans that we invest in may have a more limited secondary market and 
therefore liquidity risk is more pronounced than those that invest primarily in other types of fixed income 
instruments or equity securities. Typically, loans are not registered securities and are not listed on any national 
securities exchange. Consequently, there may be less public information available about these types of investments 
and the market for certain loans may be subject to irregular trading activity, wide bid/ask spreads and extended 
trade settlement periods. As a result, we may be more dependent upon the analytical ability of the advisor. 

 
• Dilution from Subsequent Closings. Investors subscribing for interests at subsequent closings of Advisory Accounts 

that are pooled investment vehicles generally will participate in existing investments, diluting the interest of existing 
investors therein. 

 
• Assignments and Participations. Assignments and participations are typically sold strictly without recourse to the 

selling institution thereof, and the selling institution will generally make no representations or warranties about the 
underlying loans. 

 
• Commodity Exposure Risks. Exposure to the commodities markets may result in greater volatility than investments 

in traditional securities due to changes in overall market movements, commodity index volatility, changes in 
interest rates, factors affecting a particular industry or commodity, as well as changes in value, supply and demand 
and governmental regulatory policies. 

 
• Corporate Debt Securities Risks. Corporate debt securities are subject to the risk of the issuer’s inability to meet 

principal and interest payments on the obligation and may also be subject to price volatility 
 

• Credit Ratings. An Advisory Account may use credit ratings to evaluate securities even though such credit ratings 
might not fully reflect the true risks of an investment. 

 
• Exchange-Traded Notes. Exchange-traded notes are subject to credit risk, do not make periodic interest payments, 

and may impose fees and expenses on the Advisory Account. 
 

• Fixed Income Securities Risks. Fixed income securities are subject to the risk of the issuer’s or a guarantor’s inability 
to meet principal and interest payments on its obligations and to price volatility. 

 
• Floating and Variable Rate Obligations Risks. There may be a lag between an actual change in the underlying 

interest rate benchmark and the reset time for an interest payment with respect to instruments with a floating 
and/or variable rate obligation, which could harm or benefit the Advisory Account, depending on the interest rate 
environment or other circumstances. 

 
• Inflation Protected Securities Risks. Investments in inflation protected securities involve risks including an inability 

to accurately measure the rate of inflation and declining prices due to market deflation. 
 

• Limited Amortization Requirements. Senior secured debt will typically have limited mandatory amortization and 
interim repayment requirements, which may increase the risk that a company will not be able to repay or refinance 
the senior debt. 

 
• Mezzanine Debt Risks. An Advisory Account holding mezzanine debt will have lower priority than senior creditors, 

trade creditors and employees and will have substantially less influence over a company’s affairs than that of senior 
creditors, especially during periods of financial distress or following insolvency. 

 
• Mortgage-Backed and/or Other Asset-Backed Securities Risks. Mortgage-related and other asset backed securities 

are subject to certain risks, such as “extension risk,” “prepayment risk,” and, for securities offered by non-
governmental issuers, the failure of private insurers to meet their obligations and unexpectedly high rates of default 
on the mortgages backing the securities. 

 
• Municipal Securities Risks. Municipal securities risks include credit/default risk, interest rate risk, potential changes 

in tax rates, the ability of the issuer to repay the obligation, the relative lack of information about certain issuers of 
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municipal securities, and the possibility of future legislative changes which could affect the market for and value of 
municipal securities. 

 
• Second Lien Loan Risks. Second lien loans generally are subject to similar risks as those associated with investments 

in senior loans, and additional risks that the borrower may be unable to meet scheduled payments, price volatility, 
illiquidity, and the inability of the originators to sell participations in such loans 

 
• Other Debt Instruments - CBOs and CLOs Risks. Advisory Accounts may directly or indirectly invest in other 

investment grade or other debt instruments of companies or other entities not affiliated with countries or 
governments, including but not limited to, senior and subordinated corporate debt; investment grade equity 
tranches of collateralized mortgage obligations; preferred stock; corporate securities; and bank debt. As with other 
investments made by an Advisory Account, there may not be a liquid market for these debt instruments, which may 
limit the Advisory Account’s ability to sell these debt instruments or to obtain the desired price. Advisory Accounts 
may also invest in collateralized bond obligations (“CBOs”) and collateralized loan obligations (“CLOs”), and other 
similar securities which may be fixed pools or may be “market value” or managed pools of collateral, including 
commercial loans, high yield and investment grade debt, structured securities and derivative instruments relating to 
debt. Depending upon the tranche of a CBO or CLO in which an Advisory Account invests, the returns may be 
extremely sensitive to the rate of defaults in the collateral pool, and redemptions by more senior tranches could 
result in an elimination, deferral or reduction in the funds available to make interest or principal payments to the 
tranches held by Advisory Accounts. In addition, there can be no assurance that a liquid market will exist in any CBO 
or CLO when an Advisory Account seeks to sell its interest therein. Also, it is possible that an Advisory Account’s 
investment in a CBO or CLO will be subject to certain contractual limitations on transfer. Further, a CBO or CLO may 
be difficult to value given current market conditions. 

 
• Difficulty in Valuing Fund Investments. Valuation of loans may be difficult because there generally will be no 

established market for loan interests. 
 

• Illiquidity of Investments. Loans will generally be long-term and highly illiquid 
 

• Reliance on Company Management. The success or failure of loan will depend to a significant extent on the 
portfolio company’s management team. 

 
• Derivatives Risk. Derivatives may be riskier than other types of investments and could result in losses that 

significantly exceed BlueBay’s portfolios’ original investments. Many derivatives create leverage thereby causing 
Advisory Accounts to be more volatile than they would have been if they had not used derivatives. Derivatives may 
also expose BlueBay portfolios to counterparty risk (the risk that the derivative counterparty will not fulfil its 
contractual obligations), including the credit risk of the derivative counterparty. 

 
Risks That Apply Specifically to the CLO Clients 

 
There can be no assurance that our investment strategies will be successful, that CLO Clients will achieve their investment 
objectives or that losses will not occur. Investing involves significant risks and is suitable only for persons who can bear the 
economic risk of the loss of their entire investment, have a limited need for liquidity in their investment and meet the 
conditions set forth in Client Documentation. Accordingly, CLO Clients and investors should give careful consideration to the 
following risk factors in evaluating the merits and suitability of BBAM USA’s (the “Advisor”) strategies. The following should 
not be considered and does not purport to be a summary of all the risks associated with the Advisor’s investment strategies. 
Rather the following are risks which the Advisor reasonably believes to be material or unique relative to the particular 
investment strategies or methods the Advisor employs. For CLOs, a description of risks relevant to a CLO Client can be found 
in the final confidential offering circular, prospectus or other Client Documentation. A copy of such documents is available at 
no charge upon investor request. Investors should consult their own legal, tax and financial advisors, prior to making an 
investment in a CLO or engaging the Advisor as a manager. 
 
While the Advisor seeks to manage CLO Client accounts so that the risks are appropriate to the return potential for the 
strategy, it is often not possible or desirable to fully mitigate risks. Any investment includes the risk of loss and there can be 
no guarantee that a particular level of return will be achieved. Mandates may be limited to certain types of investments and 
may not be diversified by asset type. An investment in a CLO or CLO Client account managed by the Advisor is not a complete 
investment program. Investors are responsible for appropriately diversifying their assets to guard against the risk of loss. 
 
Non-Investment Grade Loans 
 
The Advisor primarily invests in credit markets, including leveraged, noninvestment grade loans. Such loans are considered a 
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higher risk than other types of investments because historically they have experienced a higher default rate than other asset 
classes. As a result, there can be no assurance that the ultimate recovery on a defaulted instrument will not result in a capital 
loss, adversely affecting a CLO Client portfolio. Default Risk. If there is a default on a loan, reference loan, bond or other 
instrument in a CLO Client portfolio, the defaulted borrower often ceases to fund its obligations as they become due. The 
defaulting borrower usually becomes subject to lengthy and substantial workout negotiations or restructuring, often resulting 
in a reduction in interest rates on obligations, a write-down of principal and/or change in the terms, conditions or covenants 
with respect to the defaulted obligation, all of which can be substantial; including the possibility that equity of the borrower 
will be issued in exchange for the original obligation, in whole or in part. While loans are often secured by collateral, losses 
can result from default and foreclosure. The value of the underlying collateral, the creditworthiness of the obligor and the 
priority of the lien will have a significant impact on the potential recovery of a defaulted asset. There is no assurance that the 
liquidation proceeds of collateral will be sufficient to satisfy the entire outstanding balance of principal and interest on a 
defaulted loan, resulting in a possible loss of all or part of an investment in a CLO Client portfolio. 
 
Investments in Loans; Lack of Liquidity and Transparency 
 
Leveraged loans and interests therein, including derivatives and structured finance obligations, have significant liquidity and 
market value risks as they are not traded in organized markets or exchanges but rather are traded over the counter by 
commercial banks and other institutional investors. Because leveraged loans are privately syndicated, loans are not purchased 
or sold as easily as publicly traded securities and purchasers and sellers do not have the protections and certainty provided by 
an established market or regulatory regime. Further, market data regarding trading activity and pricing is not widely available 
as would be the case for certain other investments. 
 
Valuation Risk 
 
Valuation of positions in CLO Client portfolios (which can be used to determine the amount of management fees and calculate 
the Advisor’s performance track record data) will involve uncertainties and judgment determinations, and if such valuations 
should prove to be incorrect, CLO Clients could be adversely affected. Independent pricing information may not be available 
or reliable. Certain assets will be difficult to value and be subject to varying interpretations of value and on certain occasions 
will need to be valued by the Advisor. While the methods used to mark the hard-to-value assets are intended to be fair, there 
is no assurance that this will be the case and independent verifications of such valuations should not be expected. 
 
Pre-Payment Risk 
 
Leveraged loans are generally subject to pre-payment in whole or in part at any time at the option of the obligor, at par plus 
accrued unpaid interest. Prepayments on loans will occur as a result of a number of factors that are often difficult to predict, 
and not within the control of the Advisor. Consequently, there is a risk that loans purchased at a price greater than par will 
experience a capital loss as a result of a prepayment at par. Likewise, there is no assurance that proceeds received from a 
prepayment can or will be invested in other assets of comparable value or bearing at least the same rate of interest. 

 
Risks related to Ratings 
 
The Advisor performs its own independent credit analysis but also, when relevant to investment guidelines, takes rating 
agency assessments into consideration in reaching its judgments concerning the portfolios under its management. Credit 
ratings of borrowers represent the opinions of the rating agencies regarding the likelihood of payment of certain obligations 
when due but are not a guarantee of the creditworthiness of obligors or the repayment of (or payment of interest on) a credit 
obligation. In addition, rating agencies may not make timely changes to credit ratings in response to evolving events, so that 
the financial condition of an obligor at any given time could be better or worse than what the current rating indicates. 
Therefore, the ratings assigned to a borrower or its loan by a rating agency may not fully reflect the true risks of holding a 
credit in a CLO Client portfolio. 
 
Swaps and Other Derivatives 
 
To the extent consistent with Client Documentation, the Advisor may invest on behalf of its CLO Clients in derivatives, 
principally total return swaps (“TRS”) in connection with bank loans. A TRS is a derivative transaction whereby the TRS payer 
agrees to pay asset appreciation plus reference asset coupon and receives asset depreciation and a swap spread over LIBOR. 
The TRS payer is synthetically short the asset and the TRS receiver is synthetically long the asset. The TRS receiver earns a 
levered return on the asset via the daily uncleared margining features of the derivative. The use of derivatives involves a 
variety of material risks, including the possibility of counterparty non-performance as well as deviations between the actual 
and the theoretical value of such derivatives. Changes in the volatility of the price of an underlying security or index may 
make a large difference to the theoretical value of a derivative instrument. Derivatives are subject to a wide variety of 
contractual terms including a range of “early termination events” permitting the counterparty to liquidate the position 
prematurely. Derivatives may be extremely illiquid, and in many cases, derivative positions may be offset only by transacting 
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with the counterparty to the derivative. Derivatives are also subject to valuation, liquidity and credit risks, risks related to 
movements in the price of an underlying reference instrument and counterparty risks (i.e., the failure of a counterparty to 
fulfill its contractual obligations). In addition, certain derivatives are subject to mandatory central clearing and exchange 
trading. Central clearing and exchange trading are intended to reduce counterparty credit risk and increase liquidity but do 
not render derivatives transactions risk free. Unforeseeable events outside the control of the Advisor, can have significant 
impacts on reference obligations or their issuers, interest and exchange rates which, in turn, can have large and sudden 
effects on prices of derivative instruments. 
 
Leverage Risk 
 
Losses incurred on leveraged investments will increase in direct proportion to the degree of leverage employed. CLO Clients 
will also incur interest expense on the borrowings used to leverage its positions. The use of leverage also may result in the 
forced liquidation of positions (which may otherwise have been profitable) as a result of margin or collateral calls, depending 
on a CLO Client’s structure. To the extent the assets have been leveraged through the borrowing of money, the purchase of 
investments on margin or otherwise, the interest expense and other costs and premiums incurred in relation thereto may not 
be recovered. If gains earned by the portfolio fail to cover such costs, the net asset value of the portfolio may decrease faster 
than if there had been no borrowings. Moreover, to the extent the Advisor can adjust leverage levels, the Advisor could 
increase (or decrease) leverage at times when it is not advantageous to do so and, as a result, the value of your investment 
can decrease. 
 
CLOs: The leverage level is generally fixed at the outset of the respective CLO but varies during the life of the CLO based upon 
realized losses and gains, and repayments by tranche after the end of the reinvestment period. 
 
Risks Related to Holding CLO Interests 
 
The value of interests in CLOs generally will fluctuate with, among other things, the financial condition of the obligors/issuers 
of the underlying portfolio of assets of the related CLO (“CLO Collateral”), market conditions, general economic conditions, 
the condition of certain financial markets, political events, developments or trends in any particular industry and changes in 
prevailing interest rates. Interests in CLOs are issued on a non-recourse basis and holders of interests in CLOs must rely solely 
on distributions on the CLO Collateral or proceeds thereof for payment in respect thereof. If distributions on the CLO 
Collateral are insufficient to make payments on the interests in CLOs, no other assets will be available for payment of the 
deficiency and following liquidation of the CLO Collateral, the obligations ofsuch issuer to pay such deficiency will be 
extinguished. 
 
Cash Position 
 
When the Advisor believes that changes in market, economic, political or other conditions warrant, it may not reinvest cash 
proceeds received by a CLO Client in additional loans and may invest in cash or cash equivalents. Such investments may 
adversely affect a CLO Client’s performance. Maintaining a cash position may be more advantageous for Senior Note Holders 
over Equity Note Holders whose return is based solely on the residual amount remaining once Senior Note Holders have been 
paid. 
  
Changes to LIBOR 
 
Regulators and law-enforcement agencies in a number of different jurisdictions have conducted and continue to conduct civil 
and criminal investigations into potential manipulation or attempted manipulation of LIBOR (the London Interbank Overnight 
Rate) submissions to the British Bankers’ Association. LIBOR is currently being reformed, including (i) the replacement of the 
British Bankers’ Association with ICE Benchmark Administration Limited as LIBOR administrator, (ii) a reduction in the number 
of tenors for which LIBOR is calculated, and (iii) modifications to the LIBOR submission and calculation procedures. Investors 
should be aware that: 
 
(a) any of these changes or any other changes to LIBOR could affect the level of the published rate, including to cause it to be 
lower and/or more volatile than it would otherwise be; (b) if the applicable rate of interest on any investment is calculated 
with reference to a tenor which is discontinued, such rate of interest will then be determined by the provisions of the affected 
investment, which may include determination by the relevant calculation agent in its discretion; (c) the administrator of LIBOR 
will not have any involvement in the investment or the Notes and may take any actions in respect of LIBOR without regard to 
the effect of such actions on the investment or the Notes; and (d) any uncertainty in the value of LIBOR or, the development 
of a widespread market view that LIBOR has been manipulated or any uncertainty in the prominence of LIBOR as a benchmark 
interest rate due to the recent regulatory reform may adversely affect liquidity of the investment or the Notes in the 
secondary market and their market value. Any of the above or any other significant change to the setting of LIBOR could have 
a material adverse effect on the value of, and the amount payable under, (i) any investment which pays interest linked to a 
LIBOR rate and (ii) the Notes. 
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On July 27, 2017, the head of the UK Financial Conduct Authority (the “FCA”) made remarks indicating that the FCA does not 
intend to sustain LIBOR by using its influence or legal powers to persuade or compel banks to submit rates for the calculation 
of Libor as a benchmark rate beyond 2021. Accordingly, LIBOR may be discontinued as a benchmark rate by the end of 2021. 
If discontinued as a benchmark rate, it is uncertain whether broad replacement conventions in the leveraged loan markets 
will develop and, if conventions develop, what those conventions will be and whether they will create adverse consequences 
for the CLOs or CLO Clients or the holders of any Notes or investors in Private Funds. If no such conventions develop, it is 
uncertain what effect broadly divergent interest rate calculation methodologies in the markets will have on the price and 
liquidity of leveraged loans and the ability of the Advisor to seek to mitigate interest rate risks. 
 
Concentration Risk 
 
The concentration of investments in any one obligor would subject a CLO Client to a greater degree of risk with respect to 
defaults by such obligor, and the concentration of investments in any one industry or country would subject a CLO Client to a 
greater degree of risk with respect to economic downturns relating to such industry or country. Any concentration with 
respect to any particular obligor, industry or country could ultimately result in significant losses to a CLO Client. 
 
Lower Credit Quality Securities 
 
Interests in CLOs may be deemed by rating agencies to have substantial vulnerability to default in payment of interest and/or 
principal. Other securities may have the lowest quality ratings or may be unrated, may have been downgraded or placed on 
“credit watch” for future downgrades. Lower rated and unrated securities can have large uncertainties or major risk 
exposures to adverse conditions and can be considered to be speculative. Generally, such securities offer a higher return 
potential than higher rated securities, but involve greater volatility of price and greater risk of loss of income and principal. 
The market values of interests in CLOs also may tend to be more sensitive to changes in market or economic conditions than 
other securities. The value of the leveraged loans underlying a CLO may also be affected by changes in the market’s 
perception of the entity issuing or guaranteeing them, or by changes in government regulations and tax policies. 
 
Liquidity of Markets 
 
Markets periodically experience significant falloffs in liquidity. While these may be attributable to changes in interest rates or 
other macro-economic factors, the cause is not always apparent or predictable. During these periods of market illiquidity, the 
Advisor might not be able to sell assets in its CLO Clients’ portfolios or might only be able to do so at unfavorable prices. 
Because interests in CLOs themselves could be illiquid, they can be difficult to value and the valuations are often based on 
models or an indicative price from a dealer, rather than on prices at which the security was actually sold in the secondary 
market. As a result, Notes could experience large movements in price. 
 
Subordination of Interests in CLOs 
 
Subordinate interests in CLOs such as Equity generally are fully subordinated to the CLO’s senior tranches. Thus, investments 
in a particular CLO tranche can rank behind other creditors of the CLO and an investment in Equity will rank behind all 
creditors of the CLO (including the management fees of the Advisor). To the extent that any losses are incurred by a CLO in 
respect of its related CLO Collateral, 
  
these losses will be borne first by the holders of the Equity, next by the holders of any related subordinated Notes, and finally 
by the holders of the related Senior Notes. In addition, if an event of default occurs under the governing instrument or 
underlying investment, as long as any Senior Notes are outstanding, the holders thereof generally will be entitled to 
determine the remedies to be exercised under the documentation governing the CLO. Remedies pursued by such holders 
could be adverse to the interests of the holders of any Equity. Investments in Equity will be the first to absorb any losses by 
the CLO on its underlying portfolio. This can result in a complete or partial loss of an investment. 
 
Mandatory Redemption of CLO Senior Tranches 
 
Under certain circumstances, cash flows from CLO Collateral that otherwise would have been paid to the holders of its 
mezzanine Notes and Equity will be used to redeem the related Senior Notes higher in the capital structure pursuant to the 
Client Documentation. This could result in an elimination, deferral, or reduction in the interest payments, principal 
repayments or other payments made to investors who hold such interests in CLOs, which would adversely impact their 
returns. 
 
Optional Redemption of CLO Senior Tranches 
 
An optional redemption by a CLO of its Notes (which generally can be required at the request of a majority of the controlling 
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class as set forth in the Client Documentation) could require the collateral manager to liquidate positions more rapidly than 
would otherwise be desirable, which could adversely affect the realized value of the CLO Collateral sold (and which in turn 
could adversely impact the holders of any related Equity). 
 
Market Volatility Risk 
 
The value of a CLO Client’s investments may decline due to changing economic, political, regulatory or market conditions 
beyond the control of the Advisor. Economic, political, regulatory or market developments can affect a single obligor, obligors 
within an industry, economic sector or geographic region, or the market as a whole. Different parts of the market and 
different types of investments can react differently to these developments. Every investment has some level of market 
volatility risk. 
 
Risks Associated with Bankruptcy Cases 
 
Bankruptcy cases are adversarial and may be lengthy. While creditors generally are afforded an opportunity to object to 
significant actions in bankruptcy proceedings, there can be no assurance that a bankruptcy court would not approve actions 
that may be contrary to the interests of CLO Clients. If the Advisor were determined to have taken over management and 
functional operating control of a debtor, it could lose Clients’ ranking and priority as a creditor. Reorganizations can involve 
substantial legal, professional and administrative costs, are subject to unpredictable and lengthy delays and, during the 
reorganization process, the company’s competitive position may erode, key management may depart and the company may 
not be able to invest adequately. U.S. bankruptcy law permits the classification of “substantially similar” claims in determining 
the classification of claims in a reorganization for the purpose of voting on a plan of reorganization. Because the standard for 
classification is vague, there exists a significant risk that CLO Clients’ influence with respect to a class of investments can be 
lost by the inflation of the number and the amount of claims in, or other gerrymandering of, the class. In addition, certain 
administrative costs and claims that have priority by law over the claims of certain creditors (for example, claims for taxes) 
may be quite high. The Advisor invests principally in securities and other financial instruments of North American issuers with 
assets located in this region (with a focus on U.S. based issuers and assets), although the Advisor may invest in securities and 
other financial instruments of other issuers domiciled, or with assets located, elsewhere, particularly Europe. Investment in 
the debt of financially distressed companies domiciled outside the United States involves additional risks. The law and process 
in such jurisdictions may differ substantially from that in the United States, resulting in greater uncertainty as to the rights of 
creditors, the enforceability of such rights, reorganization timing and the classification, seniority and treatment of claims. In 
certain developing countries, although bankruptcy laws have been enacted, the process for reorganization remains highly 
uncertain. While the Advisor generally favors jurisdictions where it believes the rule of law is clear, well-developed and 
respected, there can be no assurance that the outcome of bankruptcy or insolvency proceedings, particularly in jurisdictions 
outside the U.S., will result in a favorable outcome. In addition, as more companies conduct operations internationally, multi-
jurisdictional bankruptcy or insolvency proceedings are increasing in prevalence and the foregoing factors may result in 
unique challenges that impact the potential recovery and timing thereof. On behalf of one or more CLO Clients, the Advisor 
may elect to serve on creditors’ committees, official or unofficial, equity holders' committees or other groups to seek to 
preserve or enhance such CLO Client's position as a creditor or equity holder. A member of any such committee or group may 
owe certain obligations generally to all parties similarly situated that the committee represents. If the Advisor concludes that 
its obligations owed to the other parties as a committee or group member conflict with its duties owed to its CLO Clients, it 
may be necessary to resign from that committee or group if such conflict cannot be appropriately resolved, and CLO Clients 
may not realize the benefits, if any, of participation on the committee or group. In addition, and also as discussed above, if a 
Client is represented on a committee or group, the Advisor and its CLO Clients may be restricted or prohibited under 
applicable law from disposing of or increasing its investments in such company while it continues to be represented on such 
committee or group. 
 
Counterparty Risk 
  
CLO Clients will be subject to the credit risk of counterparties with whom the Advisor trades. If a trading counterparty 
becomes bankrupt or otherwise fails to perform its obligations due to financial difficulties, trade term disputes or other 
reasons, CLO Clients should expect significant delays in obtaining a recovery (if any) in such circumstances. 
 
Key Person Risk 
 
The success of performance is highly dependent upon its skills and the skills of its personnel with respect to identifying, 
analyzing, purchasing, managing and selling CLO Client assets. As a result, CLO Clients are highly dependent on the Advisor’s 
experience and that of its personnel or service providers. There is not assurance that such parties will continue to be 
associated with the Advisor. The loss of one or more key individuals or service providers could have a material adverse effect 
on CLO Client performance. Moreover, management agreements with key person provisions can be terminated in the event 
of certain key person events or departures. 
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Potential SEC Enforcement Actions 
 
There can be no assurance that the Advisor or Advisor Related Parties will avoid regulatory examination and possibly 
enforcement actions under existing laws. If the SEC or any other governmental authority, regulatory agency or similar body 
takes issue with the past or future practices of the Advisor or Advisor Related Parties, they are at risk for regulatory sanction. 
There is also a material risk that governmental authorities in the United States and elsewhere could adopt burdensome new 
laws or regulations, or change existing laws or regulations, or enhance the interpretation or enforcement of existing laws and 
regulations. Any such events or changes could adversely affect the Advisor and its ability to operate and/or pursue its 
management strategies on behalf of CLO Clients. Such risks are often difficult or impossible to predict, avoid or mitigate in 
advance. 
 
Restrictions on the Advisor’s Ability to Manage 
 
Client Documentation such as a CLO Indenture or management agreement, often place contractual restrictions, which may be 
significant, on the Advisor’s discretion. During certain periods or in certain specified circumstances, the Advisor will not be 
able to effect purchases or sales which it would otherwise choose to effect in the absence of such restrictions. Alternatively, 
the Advisor may be able to transact for other CLO Clients without such restrictions. 
 
Competition; Availability of Investments 
 
There is a high degree of competition for attractive assets in the credit markets. There can be no assurance that the Advisor 
will be able to identify or successfully pursue and obtain investment opportunities in all market conditions. Among other 
factors, market conditions, regulations impacting liquidity and loan origination, interest rates, and competition for suitable 
investments from public and private funds, CLOs and other investors will reduce the availability of investment opportunities. 
 
Settlement Risk 
 
Leveraged loans are subject to settlement periods in excess of the securities standard of trade date plus two days and may 
not settle on a delivery versus payment basis as is common for other types of investments. Leveraged loan settlement periods 
can extend to trade date plus seven days or more depending upon a number of factors not in the control of the Advisor. 
Therefore, counterparties to leveraged loan trades, including CLO Clients, are subject to ongoing market risk to the extent 
that lengthy settlement periods occur. Moreover, settlement of leveraged loan trades can be a manual process, prolonging 
the settlement period and increasing operational risk. Further, during the prolonged settlements, the underlying credit 
outlook, positive or negative, or the terms of the loan evolve in accordance with the terms of the underlying credit agreement 
(i.e., LIBOR resets, pre-payments, etc.) or otherwise. 
 
Participations Risk 
 
Interests in loans may be acquired indirectly by purchasing a participation interest from a selling institution, which may be an 
Advisor Related Party or a CLO Client. Holders of participation interests are subject to additional risks not applicable to a 
holder of a direct interest in a loan. 
 
Participations in a selling institution’s portion of a loan typically result in a contractual relationship only with such selling 
institution, not with the borrower. In the case of a participation interest, the holder will generally have the right to receive 
payments of principal, interest and any fees to which it is entitled only from the institution selling the participation and only 
upon receipt by such selling institution of such payments from the borrower. By holding a participation interest in a loan, the 
holder generally will have no right to enforce compliance by the borrower with the terms of the loan agreement, nor any 
rights of set off against the borrower or voting rights with respect to amendments or waivers, and may not directly benefit 
from the collateral supporting the loan in which it has purchased the participation. As a result, the holder will assume the 
credit risk of both the borrower and the institution selling the participation, which remains the legal owner of record of the 
applicable loan. 
  
Public and Private Side Risk 
 
Loans are negotiated, structured, administered and, as the situation arises, amended on the basis of the obligor providing its 
lenders with confidential information about the borrower’s business and financial condition. At times, such information 
contains material, non- public information (“MNPI”). The Advisor is prohibited from improperly disclosing or improperly using 
MNPI in connection with the purchase or sale of a security for its benefit or for the benefit of itself, or any other person, 
including CLO Clients; however, the Advisor may use MNPI in accordance with its policies and procedures for the benefit of 
CLO Clients in connection with the purchase and sale of senior loans. In this regard, it is not uncommon for transactions to 
occur in the loan market on the basis of asymmetrical information (i.e., one loan participant has public information while its 
counterparty has MNPI) and the Advisor will be trading in loans with counterparties who have access to MNPI while it does 



 

33 
 

not and vice versa. The Advisor can elect to participate on either the “public” or “private” side with respect to an issuer; 
however, the Advisor will likely operate primarily on the private side, resulting in securities trading restrictions with respect to 
securities of that issuer. Accepting MNPI in respect of one CLO Client may result in the Advisor having to abstain from 
purchasing or selling securities of an issuer, which may be to the detriment of another CLO Client. For example, the Advisor 
may elect to accept MNPI with respect to an investment to be held by one Client even though doing so restricts trading in 
existing positions of the same issuer purchased for other CLO Client accounts while on the public side. 
 
No Independent Advice 
 
The terms of the Client Documentation and arrangements under which a CLO Client is organized and operated will be 
established by the Advisor or an affiliated entity that serves as general partner or managing member of such investment 
vehicle, and will not be the result of arm’s-length negotiations or representations of investors by separate counsel. Investors 
should therefore seek their own legal, tax and financial advice prior to making an investment. 
 
Business and Regulatory Risks 
 
Legal, tax and regulatory changes in the U.S. and outside the U.S. could occur and likely will adversely affect CLO Clients, 
investors and the Advisor. The regulatory environment for private investment vehicles is evolving, and changes in such 
regulation may adversely affect the value of investments held by CLO Clients. In addition, the financial markets are subject to 
comprehensive statutes, regulations and margin requirements. The SEC, other regulators and self-regulatory organizations 
and exchanges are authorized to take extraordinary actions in the event of market emergencies. Legal, tax, and regulatory 
changes, as well as judicial decisions, could adversely affect the implementation of the Advisor’s investment strategy. 
Alternatively, new U.S. or non-U.S. rules or legislation regulating CLO Clients, investors or the Advisor are likely to be adopted, 
and the possible scope of any rules or legislation is unknown. 
 
There can be no assurances that CLO Clients, investors or the Advisor will not in the future be subject to regulatory review or 
discipline. The effect of any regulatory changes or developments on CLO Clients, investors or the financial markets will be 
expected to affect the manner in which the Advisor performs its advisory services. The effect of any future regulatory change 
could be substantial and adverse and is beyond the control of the Advisor. The Dodd-Frank Wall Street Reform and Consumer 
Protection Act of 2010 added amendments to the BHCA which, together with their implementing regulations (together, the 
“Volcker Rule”), restrict BlueBay from acquiring or retaining an equity, partnership, or other ownership interest in, or 
sponsoring, a “covered fund” (which the Volcker Rule defines to include certain pooled investment vehicles) unless the 
investment or activity is conducted in accordance with an enumerated exclusion or exemption. For example, the Volcker Rule 
permits BlueBay to invest in or sponsor a covered fund, subject to satisfaction of certain requirements, which include, among 
other things, that it only hold a de minimis interest (no more than 3%) in the covered fund and that only directors and 
employees directly engaged in providing investment advisory or other qualifying services to the covered fund are permitted 
to invest. 
 
The Volcker Rule generally prohibits BlueBay, or any of its affiliates, from entering into transactions that would create any 
credit exposure to a covered fund managed or advised by BlueBay or any of its affiliates; that would involve or result in a 
material conflict of interest between the BlueBay and its clients, customers or counterparties; or that would result, directly or 
indirectly, in a material exposure by the banking entity to high-risk assets or high-risk trading strategies. The Volcker Rule 
further requires that certain transactions between BlueBay and any funds it manages or advises occur only on prevailing 
market terms. These restrictions may have a material adverse effect on clients that are, or are invested in, covered funds. 
 
Political Uncertainty Risk 
 
The United States markets, as well as non-U.S. markets in which CLO Clients may invest in the future or to which CLO Clients 
or obligors/issuers of instruments held in CLO Client accounts are exposed, may experience political uncertainty and/or 
change (e.g., Brexit or other policy shifts) that subjects investments to heightened risks. These heightened risks may include: 
greater fluctuations in currency exchange rates; increased risk of default (by both government and private issuers); greater 
social, economic, and political instability (including the risk of war or terrorist activity); governmental involvement in the 
economy; less governmental supervision and regulation 
  
of the securities markets and market participants; controls or restrictions on foreign investment, capital controls and 
limitations on repatriation of invested capital and on the ability to exchange currencies; inability to purchase and sell 
investments or otherwise settle security or derivative transactions (i.e., a market freeze); unavailability of currency hedging 
techniques; and slower clearance. During times of political uncertainty, the global securities, derivatives and currency markets 
often become more volatile. There also may be a lower level of monitoring and regulation of markets while a country is 
experiencing political uncertainty, and the activities of investors in such markets and enforcement of existing regulations may 
become more limited. 
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Markets experiencing political uncertainty may have substantial, and in some periods extremely high, rates of inflation for 
many years. Inflation and rapid fluctuations in inflation rates may have negative effects on such countries’ economies and 
securities markets. There can be no assurance that political changes or policy decisions, directly or indirectly, will not cause a 
CLO Client to suffer a loss of any or all of its investments or, in the case of fixed income investments, interest thereon. 
 
Information Technology Security Risk 
 
The Advisor employs information technology systems, consisting of end-user computers and devices, infrastructure, 
applications and communications networks to support the Advisor’s business operations. Systems, networks and devices can 
nevertheless be breached and the Advisor, its CLO Clients and investors could be negatively impacted as a result of a 
cybersecurity breach. Cybersecurity breaches can include unauthorized access to systems, networks or devices; infection from 
computer viruses or other malicious software code; and attacks that shut down, disable, slow or otherwise disrupt 
operations, business processes or website access, functionality or cause corruption of sensitive and confidential information. 
Cybersecurity breaches will cause disruptions and impact the Advisor’s business operations potentially resulting in a financial 
loss to CLO Clients due to interference with the Advisor’s ability to initiate or close out positions and monitor CLO Client 
portfolios, violations of privacy law, regulatory fines and penalties, reputational damage or additional compliance costs. The 
Advisor seeks to mitigate attacks on its systems; however, such measures cannot provide absolute security. The Advisor will 
not be able to directly control the risks of third party systems to which the Advisor relies upon or connects. Any breach in 
security of the systems that the Advisor relies upon could disrupt its business and its ability to provide services to CLO Clients 
and will cause CLO Clients to suffer, among other things, financial losses, disruption of business, liability to third parties, 
regulatory intervention and/or reputational damage. Any of the foregoing can have a material adverse effect on the Advisor, 
its CLO Clients, investors and CLO Client portfolios. 
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Item 9 – Disciplinary Information 
 
To the best of BBAM USA’s knowledge and belief, there has never been a case where BBAM USA or any of its employees have 
been investigated, disciplined, suspended (including revocation or suspension of licenses), subpoenaed, indicted, prosecuted, 
or barred from investment activities by any US state or US federal regulatory authorities. 
 
Furthermore, BBAM USA is not currently subject to any threatened or pending litigation that would be material to a client’s 
evaluation of the company or its personnel. BBAM USA is a subsidiary of RBC, a global financial services company publicly 
listed on the Toronto Stock Exchange and the New York Stock Exchange. Various legal actions and proceedings are pending or 
threatened against RBC and its subsidiaries (other than BlueBay), some of which seek relief or damages in amounts that are 
substantial. These actions and proceedings arise in the ordinary course of RBC's businesses and include suits relating to its 
lending, collections, servicing, investments and trust activities. Due to the complex nature of some of these actions and 
proceedings, it may be a number of years before such matters are ultimately resolved.  
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Item 10 - Other Financial Industry Activities and Affiliations 
 
BBAM USA is a subsidiary of RBC, a global financial services company with a number of affiliated entities. RBC group entities 
may have direct and indirect interests in the financial instruments and markets in which BBAM USA invests for its clients and 
may be used, where permitted by regulation and the client’s contract, to effect transactions with those clients. RBC group 
entities may act in a variety of roles including those of a proprietary trader, broker, underwriter, custodian, agent or lender in 
connection with transactions in which BBAM USA’s clients have an interest and will receive remuneration or other benefits in 
connection with these roles. 
 
Effective November 1, 2021, RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”) and BlueBay Asset Management USA 
LLC (“BlueBay USA”) will consolidate the businesses’ U.S. legal entity structures, with BlueBay USA merging with and into RBC 
GAM-US.  RBC GAM-US and BlueBay USA will combine their respective U.S. fixed income teams into a single multi-disciplinary 
team in order to further streamline the investment solution and service offering to its U.S. clients.  The combined fixed 
income team will share advisory services including, but not limited to, research and execution with BlueBay Asset 
Management, LLP, (“BBAM”) a London-based SEC registered investment adviser and subsidiary of RBC.  The combined entity 
will also share non-advisory services with BBAM such as accounting, marketing and client service. 
 
 
BBAM USA’s policies to manage these conflicts include: 
 

 Order Execution Policy requiring that trades with RBC group entities are executed on an arm’s length basis and that 
BBAM USA obtains the best possible result taking into account price, costs, speed, likelihood of execution and 
settlement, size, nature of the order or any other relevant consideration; 

 
 Information barriers between BBAM USA and RBC designed to ensure that information is not improperly shared 

among these companies and their partners and employees; 
 

 The observance of the BBAM USA Code of Ethics and the RBC Code of Conduct; and 
 

 BBAM USA does not invest in RBC shares on behalf of its clients. 
 
Specifically, BBAM USA serves as a sub-advisor to a RBC registered investment company. BBAM USA also provides investment 
advisory services to the clients of BlueBay LLP. Further, RBC entities may recommend BlueBay services to their clients and 
may be compensated for such introduction. 
 

 
Regulatory authorities 

 
 BlueBay Asset Management LLP is authorised and regulated by the UK Financial Conduct Authority (FCA). The 

company was first registered on 1 December 2001 and has since been registered as an LLP; the registration number 
is 571599. BlueBay was authorised by the FCA as an Alternative Investment Fund Manager (AIFM) on 9 May 2014. 

 BlueBay Asset Management LLP has been registered as an Investment Advisor with the US Securities and Exchange 
Commission (SEC) since 10 July 2002 (SEC number 801-61494 and CRD number 122793). 

 BlueBay Asset Management LLP is a member of the National Futures Association (NFA) and has been registered as a 
Commodity Trading Advisor and Commodity Pool Operator with the NFA as authorised by the US Commodity 
Futures Trading Commission (CFTC) since 25 January 2013 (NFA ID 0344858). BlueBay Asset Management LLP also 
holds a swap firm designation with the NFA. BlueBay Asset Management LLP’s German branch based in Munich was 
established to ensure BlueBay continues its high standard of client servicing in the region with ‘on the ground’ 
support. 

 BlueBay Asset Management USA LLC has been registered as an Investment Advisor with the SEC since 24 November 
2012 (SEC number 801-77361 and CRD number 164530). 

 BlueBay Asset Management USA LLC is a member of the NFA and has been registered as an Introducing Broker with 
the NFA since 25 June 2014 (NFA ID 0447750). BlueBay Asset Management USA LLC also holds a swap firm 
designation with the NFA. 

 BlueBay Asset Management International Limited has been regulated by the Japan Financial Services Agency as an 
Investment Advisor since November 2005 and a Discretionary Investment Manager since May 2010. 

 BlueBay Asset Management AG has been authorised by the Swiss Financial Market Supervisory Authority (FINMA) 
as a Distributor of Collective Investment Schemes since 21 October 2014. 

 BlueBay Funds Management Company S.A. is regulated by the Luxembourg Commission de Surveillance du Secteur 
Financier, and is registered on the official list of Luxembourg management companies governed by Chapter 15 of 
the Law of 2010. 
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 In Australia, BlueBay Asset Management LLP is exempt from the requirement to hold an Australian financial services 
licence under the Corporations Act in respect of financial services as it is regulated by the UK FCA. 

 BlueBay Asset Management LLP relies upon both the respective International Dealer and International Adviser 
exemptions in Canada. 

 Details of employees registered with the FCA as Approved Persons are given in the FCA Register on the FCA website 
at https://register.fca.org.uk.  
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Item 11 - Code of Ethics, Participation or Interest in Client Transactions and 
Personal Trading 

 
Code of Ethics 

 
BlueBay has adopted a Code of Ethics pursuant to numerous global regulations which are applicable to BlueBay’s business, 
including SEC Rules and the Investment Company Act of 1940 Rules. BlueBay’s Code of Ethics sets forth BlueBay’s standard of 
business conduct as a fiduciary and specifically requires that its employees and partners comply with laws and regulations 
governing the investment management business. In summary, the Code of Ethics requires BlueBay employees and partners 
to: 
 

• Act with integrity, competence, diligence, respect and in an ethical manner with clients, prospective clients and all 
other persons with whom they deal in the course of their business activities; 

• Place the interests of clients above their own personal interests; 
• Use reasonable care and exercise independent and objective professional judgment when carrying out their duties 

for clients and prospective clients and with persons with whom they interact in the course of carrying out their 
duties; 

• Promote the integrity of and uphold the laws and rules governing capital markets and the investment management 
profession; 

• Maintain and improve their professional competence and strive to maintain and improve the competence of other 
investment professionals with whom they interact; and 

• Ensure that all verbal and written business communications are professional and do not include any material that 
could be regarded as inappropriate or offensive. 

 
BlueBay’s Code of Ethics is applicable to all employees and partners and extends to employees of BBAM USA. Among other 
things, The Code requires BlueBay and its employees and partners to act in clients’/investors’ best interests, abide by all 
applicable regulations, avoid even the appearance of insider trading, and pre-clear and report on many types of personal 
securities transactions. BlueBay’s restrictions on personal securities trading apply to employees and partners and certain of 
the restrictions apply to persons connected to BlueBay partners and employees. 
 
All partners and employees are required to confirm on an initial and annual basis that they are familiar with and will comply 
with the guidelines laid out in the Compliance Manual. BlueBay’s Compliance Manual is regularly amended according to 
changes in business activities, regulations and law. The Compliance Manual is formally updated and redistributed to all 
partners and employees once a year. 
 
BlueBay’s Code of Ethics policy is available upon request at the discretion of BlueBay and can be requested by e-mailing 
compliance@bluebay.com. 
 

Personal Account Dealing 
 
BlueBay has adopted policies and procedures governing the personal account dealing of its partners and employees 
(permanent, contract, consultants (more than three month duration) and temporary employees of the firm, including 
interns); and connected persons of each of the listed persons (referred to collectively as “Covered Persons”). The policies and 
procedures are designed to mitigate the conflicts of interest between BlueBay’s partners and employees and its clients. 
 
BlueBay’s policies and procedures impose certain restrictions on securities transactions in the personal accounts of covered 
persons to help avoid conflicts of interest. Subject to the limitations of the Code, covered persons may buy and sell securities 
or other investments for their personal accounts, including investments in pooled investment vehicles that are sponsored, 
managed or advised by BlueBay, and may also take positions that are the same as, different from, or made at different times 
than, positions taken for Advisory Accounts. BlueBay may provide a copy of the Code to clients or prospective clients upon 
request in its absolute discretion. All BlueBay partners and employees are subject to additional policies and procedures 
regarding confidential and proprietary information, information barriers, and private investments and outside business 
activities. 
 
BlueBay uses an online application, to manage all personal account dealing activity. Covered Persons are subject to holding 
periods for securities held in their personal trading accounts and are required to arrange for their brokers to provide 
BlueBay’s Compliance Team with broker statements so that adherence to the policy can be monitored. Covered Persons are 
also required to complete certifications on a quarterly basis to confirm that all personal account dealing information is 
complete and accurate. 
 
Any partner or employee of BlueBay covered by the Code who fails to observe its requirements or those contained in related 
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BlueBay policies and procedures is subject to potential remedial action. BlueBay will determine on a case by case basis what 
remedial action should be taken in response to any violation, including potential voiding or reversal of a trade, the cost of 
which will be borne by the employee or owner of the account or limiting an employee’s personal trading for some period. The 
Personal Trading Policy may be made available to a BlueBay Client or prospective client upon request at BlueBay’s absolute 
discretion. 
  

Royal Bank of Canada securities 
 
BlueBay is part of the RBC group which means that BlueBay is subject to additional restrictions with regards to transactions in 
RBC securities and certain restrictions apply to all Covered Persons who wish to trade RBC securities. Transactions are only 
permitted in RBC securities during open trading window periods as established by RBC senior management. 
 

Gifts and Entertainment 
 
From time to time, partners and employees of BlueBay may give or receive gifts (other than cash or cash equivalents), 
entertainment or meals from third parties, or attend educational or other conferences hosted by third parties. There is no 
agreement or arrangement between BlueBay and third parties regarding the provision or receipt of gifts, entertainment, 
meals and conferences to or from BlueBay partners and employees that is based on BlueBay’s service contract or 
arrangement with any particular entity or individual. BlueBay partners and employees are subject to firm wide policies on 
gifts, entertainment, meals and conferences that are designed to comply with applicable law and the rules and to assure that 
they do not accept any gifts or entertainment that could influence or appear to influence their business judgment. ERISA and 
other fiduciaries are subject to additional restrictions. 
 
BlueBay may provide entertainment that may take the form of high value participatory and spectator sporting and cultural 
events and where appropriate the costs associated with the same may be charged to Advisory Accounts according to 
BlueBay’s policies. 
 
BlueBay requires that employees and partners conduct themselves, at all times, to conform to high standards of ethical 
conduct and to avoid any appearance of impropriety or conflict of interest. Under the BlueBay Gifts and Entertainment Policy, 
employees and partners are prohibited from giving or receiving gifts or entertainment that may conflict with their duties to 
clients. An item or event may be given or received only when it is consistent with generally accepted business practice; it is of 
reasonable value under the circumstances and cannot be construed as a bribe or payoff; and does not violate any law or 
ethical standard. Gifts and entertainment should not be likely to conflict with any duties that BlueBay owes to its clients or 
with any duties which the recipient firm owes to its clients. 
 

Cross Transactions 
 

BlueBay may (but is under no obligation or other duty to) cause Advisory Accounts to engage in cross transaction. Cross 
transactions will typically occur when one Advisory Account determines to sell an interest in an asset at the same time that 
another Advisory Account wishes to purchase an interest in the same asset. Cross transactions will occur in accordance with 
BlueBay’s policies in relation to the same. 
 
Cross transactions may also occur in connection with the offering of Co-Investment Opportunities to an Advisory Account 
following the acquisition of an investment by another Advisory Account. In these cases, the Advisory Account that is offered 
the Co-Investment Opportunity may purchase a portion of the investment acquired by another Advisory Account. The price at 
which an Advisory Account acquires an investment in connection with a Co-Investment Opportunity may be based upon cost 
and may or may not include an interest component or may reflect adjustments to the value of the investment following 
acquisition by the selling Advisory Account. 

 
Potential Conflicts resulting from Investments in Different Parts of an Issuer’s Capital Structure 

 
BlueBay’s affiliates and Advisory Accounts, on the one hand, and a particular Advisory Account, on the other hand, may invest 
in or extend credit to different parts of the capital structure of a single issuer. As a result, BlueBay’s affiliates or different 
Advisory Accounts managed by BlueBay may take actions that adversely affect a particular Advisory Account. In addition, 
BlueBay’s affiliates may advise Accounts with respect to different parts of the capital structure of the same issuer, or classes 
of securities that are subordinate or senior to securities, in which a particular Advisory Account invests. BlueBay’s affiliates 
may pursue rights, provide advice or engage in other activities, or refrain from pursuing rights, providing advice or engaging in 
other activities, on their own behalf or on behalf of their clients with respect to an issuer in which a particular Advisory 
Account has invested, and such actions (or refraining from action) may have a material adverse effect on a BlueBay Advisory 
Account. For example, in the event that a BlueBay affiliate holds loans, securities or other positions in the capital structure of 
an issuer that ranks senior in preference to the holdings of a particular BlueBay Advisory Account in the same issuer, and the 
issuer were to experience financial or operational challenges, the BlueBay affiliate, acting on behalf of itself or its client, may 
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seek a liquidation, reorganization or restructuring of the issuer, or terms in connection with the foregoing, that may have an 
adverse effect on or otherwise conflict with the interests of the particular BlueBay Advisory Account’s holdings in the issuer. 
 
Alternatively, in situations in which an Advisory Account holds a more senior position in the capital structure of an issuer 
experiencing financial or other difficulties as compared to positions held by other, BlueBay may determine not to pursue 
actions and remedies that may be available to the Advisory Account or particular terms that might be unfavourable to the 
Accounts holding the less senior position. 
  
As a result of the various conflicts and related issues described above and the fact that conflicts will not necessarily be 
resolved in favour of the interests of particular Advisory Accounts, Advisory Accounts could sustain losses during periods in 
which BlueBay’s affiliates and certain Advisory Accounts achieve profits generally or with respect to particular holdings in the 
same issuer, or could achieve lower profits or higher losses than would have been the case had the conflicts described above 
not existed. 
 

Potential Conflicts Relating to Follow-On Investments 
 
From time to time, BlueBay may provide opportunities to Advisory Accounts to make investments in companies in which 
certain Advisory Accounts have already invested. Such follow-on investments can create conflicts of interest, such as the 
determination of the terms of the new investment and the allocation of such opportunities among Advisory Accounts. Follow-
on investment opportunities may be available to Advisory Accounts with no existing investment in the issuer, resulting in the 
assets of an Advisory Account potentially providing value to, or otherwise supporting the investments of, other Advisory 
Accounts. 
 

Considerations Relating to Information Held by BlueBay and the RBC Group 
 
BlueBay has established certain information barriers and other policies to address the sharing of information between 
different businesses within the RBC Group. As a result of information barriers, BlueBay generally will not have access, or will 
have limited access, to certain information and personnel in other areas of RBC relating to business transactions for clients 
(including transactions in investing, banking, asset and wealth management and certain other areas), and generally will not 
manage the Advisory Accounts with the benefit of information held by these other areas. RBC, due to its access to and 
knowledge of funds, markets and securities based on its prime brokerage and other businesses, may make decisions based on 
information or take (or refrain from taking) actions with respect to interests in investments of the kind held (directly or 
indirectly) by Advisory Accounts in a manner that may be adverse to Advisory Accounts, and will not have any obligation or 
other duty to share information with BlueBay. 
 
In limited circumstances, however, including for purposes of managing business and reputational risk, and subject to policies 
and procedures, personnel on one side of an information barrier may have access to information and personnel on the other 
side of the information barrier through “wall crossings.” BlueBay faces conflicts of interest in determining whether to engage 
in such wall crossings. Information obtained in connection with such wall crossings may limit or restrict the ability of BlueBay 
to engage in or otherwise effect transactions on behalf of Advisory Accounts (including purchasing or selling securities that 
BlueBay may otherwise have purchased or sold for an Advisory Account in the absence of a wall crossing). 
 
Information barriers also exist between certain businesses within RBC GAM and within each RBC Registrant, and the conflicts 
described herein with respect to information barriers and otherwise with respect to RBC and RBC GAM will also apply to the 
businesses within RBC GAM and within the RBC GAM Registrants. There may also be circumstances in which, as a result of 
information held by certain portfolio management teams in BlueBay, BlueBay limits an activity or transaction for Advisory 
Accounts, including Advisory Accounts managed by portfolio management teams other than the team holding such 
information. 
 
In addition, regardless of the existence of information barriers, RBC will not have any obligation or other duty to make 
available for the benefit of Advisory Accounts any information regarding RBCs’ trading activities, strategies or views, or the 
activities, strategies or views used for other Advisory Accounts or other Accounts. Furthermore, to the extent that BlueBay 
has access to fundamental analysis and proprietary technical models, or other information developed by RBC and its 
personnel, or other parts of RBC GAM, BlueBay will not be under any obligation or other duty to effect transactions on behalf 
of Advisory Accounts in accordance with such analysis and models. In the event RBC or RBC GAM elects not to share certain 
information with Advisory Accounts, such Advisory Accounts may make investment decisions that differ from those they 
would have made if RBC or RBC GAM had provided such information, which may be disadvantageous to the Advisory Account. 
 
Different areas of BlueBay and RBC may take views, and make decisions or recommendations, that are different than other 
areas of BlueBay and RBC. Different portfolio management teams within BlueBay may make decisions based on information 
or take (or refrain from taking) actions with respect to Advisory Accounts they advise in a manner that may be different than 
or adverse to other Advisory Accounts. Such teams may not share information with other portfolio management teams within 
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BlueBay (or other areas of RBC), including as a result of certain information barriers and other policies, and will not have any 
obligation or other duty to do so. 
 

Strategic Relationships 
 
BlueBay may enter into strategic relationships with existing investors in Advisory Accounts or third parties that afford such 
investors the opportunity to invest with BlueBay across multiple Advisory Accounts and on favorable terms. Such strategic 
relationships, although intended to be complementary to certain Advisory Accounts, may require the Advisory Accounts to 
share investment 
  
opportunities or otherwise limit the amount of an investment opportunity the Advisory Accounts can otherwise take and 
adversely impact potential co-investment opportunities. Moreover, such relationships can be expected to present certain 
risks and conflicts of interest and may include terms that are more favorable than the terms given to the other investors in 
Advisory Accounts, such as the opportunity to invest in Advisory Accounts or specific investments on a reduced fee or no-fee 
basis or an offer to participate in a Co- Investment Opportunity. 
 

Side Letters 
 
BlueBay acting in its capacity as Investment Adviser to BlueBay-sponsored investment vehicles advised by it may enter into or 
may advise the entering into of side letters or other similar agreements with investors in connection with their admission to 
such BlueBay- sponsored investment vehicles without the approval of any other investor. The side letters or other similar 
agreements have the effect of establishing rights under, altering or supplementing the terms of the governing documents of 
such applicable BlueBay sponsored investment vehicle with respect to one or more such investors in a manner more 
favourable to such investors than those applicable to other investors. Any rights established, or any terms of the governing 
documents of such applicable BlueBay-sponsored investment vehicle altered or supplemented in a side letter or other similar 
agreement with an investor will govern solely with respect to such investor notwithstanding any other provision of the 
governing documents of such applicable BlueBay-sponsored investment vehicle related thereto. Such rights or terms in any 
such side letter may include, without limitation, (i) fee and other economic arrangements with respect to such investor; (ii) 
excuse or exclusion rights applicable to particular investments or terms relating to withdrawal rights from the investment 
vehicle, including without limitation, as a result of an investor’s specific policies; (iii) additional or modified reporting 
obligations of the applicable general partner; (iv) undertakings with regard to voting obligations; (v) prior consent of the 
general partner to transfers; (vi) special rights with respect to co-investment allocation and participation; (vii) rights or terms 
necessary in light of particular legal, regulatory or policy characteristics of an investor; (viii) potential mandatory waivers of 
compensation as a result of certain violations of law with regard to public pension plan investors; (ix) additional obligations 
and restrictions of the applicable general partner with respect to the structuring of any particular investment in light of the 
legal, tax and regulatory considerations of particular investors; (x) agreements to assist with the taking or defending of tax 
positions and (xi) certain obligations and restrictions on the applicable general partner with respect to the exercise of its 
discretion on certain matters, including amendments, exercising default remedies and waiving confidentiality or terms. 
 

Valuation 
 
BlueBay values all portfolio assets in accordance with BlueBay’s Pricing & Valuation Policy. BlueBay’s Valuation Committee, 
who provides governance and oversight over the pricing function, maintains the policy. The pricing hierarchy is listed in the 
policy and shows the pricing sources used by BlueBay to value each security type. Securities are valued using index provider 
consistent prices, third party valuation services, independently sourced broker quotes or market recognised valuation tools. 
Level 3 assets, as defined under US GAAP by ASC 820 – Fair Value Measurement, and other illiquid securities are reviewed by 
BlueBay’s in-house credit analysts. The credit analysts present a Pricing Paper to the Valuation Committee who will scrutinise 
the information provided. The Valuation Committee can approve the use of the Pricing Paper to value the asset in the 
Advisory Account or challenge the credit analyst to justify their position. Before any Pricing Paper prepared by an in-house 
credit analyst is used to value a position in an Advisory Account it must receive approval from the Valuation Committee. 
Those assets that meet pre-defined size criteria will also be subject to periodic review by specialist independent third-party 
valuation providers 
 
 
BlueBay may value an identical asset differently than another division or unit within RBC, including because such other 
division or unit has information or uses valuation techniques and models that it does not share with BlueBay. BlueBay may 
also value an identical asset differently in different Advisory Accounts, including because different Advisory Accounts are 
subject to different valuation guidelines pursuant to their respective governing agreements, different third-party vendors are 
hired to perform valuation functions for the Advisory Accounts or the Advisory Accounts are managed or advised by different 
portfolio management teams within BlueBay that employ different valuation policies or procedures or otherwise. BlueBay will 
face a conflict with respect to valuations generally because of their effect on BlueBay’s fees and other compensation. In 
addition, to the extent BlueBay utilises third-party vendors to perform certain valuation functions, these vendors may have 
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interests and incentives that differ from those of the Advisory Accounts. 
  

Conflicts Of Interest Arising From BlueBay and/or RBC Policies, Regulatory Restrictions and Other Factors That May Affect 
Advisory Accounts 

 
BlueBay may restrict its investment decisions and activities on behalf of an Advisory Account in various circumstances, 
including as a result of applicable regulatory requirements, information held by BlueBay, its affiliates, in particular RBC, RBC’s 
roles in connection with other clients and in the capital markets (including in connection with advice it may give to such 
clients or commercial arrangements or transactions that may be undertaken by such clients or by RBC) and RBC’s internal 
policies and/or potential reputational risk in connection with Accounts (including Advisory Accounts). BlueBay might not 
engage in transactions or other activities for, enforce certain rights in favour of, or recommend transactions or activities to, an 
Advisory Account due to RBC’s activities outside the Advisory Account and regulatory requirements, policies and reputational 
risk assessments. 
 
In addition, BlueBay may restrict, limit or reduce the amount of an Advisory Account's investment, or restrict the type of 
governance or voting rights it acquires or exercises, where Advisory Accounts (potentially together with RBC and other 
Accounts) exceed a certain ownership interest, or possess certain degrees of voting or control or have other interests. For 
example, such limitations may exist if a position or transaction could require a filing or a license or other regulatory or 
corporate consent, which could, among other things, result in additional costs and disclosure obligations for, or impose 
regulatory restrictions on, RBC, including BlueBay, or on other Advisory Accounts, or where exceeding a threshold is 
prohibited or may result in regulatory or other restrictions. In certain cases, restrictions and limitations will be applied to 
avoid approaching such threshold. Circumstances in which such restrictions or limitations may arise include, without 
limitation: (i) a prohibition against owning more than a certain percentage of an issuer’s securities; (ii) a “poison pill” that 
could have a dilutive impact on the holdings of the Accounts should a threshold be exceeded; (iii) provisions that would cause 
RBC to be considered an “interested stockholder” of an issuer; (iv) provisions that may cause RBC to be considered an 
“affiliate” or “control person” of the issuer; and (v) the imposition by an issuer (through charter amendment, contract or 
otherwise) or governmental, regulatory or self-regulatory organization (through law, rule, regulation, interpretation or other 
guidance) of other restrictions or limitations. 
 
BlueBay may also reduce a particular Advisory Account’s interest in, or restrict certain Advisory Accounts from participating 
in, an investment opportunity that has limited availability or where RBC has determined to cap its aggregate investment in 
consideration of certain regulatory or other requirements so that other Advisory Accounts that pursue similar investment 
strategies may be able to acquire an interest in the investment opportunity. BlueBay may determine not to engage in certain 
transactions or activities which may be beneficial to Advisory Accounts because engaging in such transactions or activities in 
compliance with applicable law would result in significant cost to, or administrative burden on, BlueBay or create the 
potential risk of trade or other errors. 
 
Furthermore, BlueBay operates a program reasonably designed to ensure compliance generally with economic and trade 
sanctions- related obligations applicable directly to its activities (although such obligations are not necessarily the same 
obligations that an Advisory Account may be subject to). Such economic and trade sanctions may prohibit, among other 
things, transactions with and the provision of services to, directly or indirectly, certain countries, territories, entities and 
individuals. These economic and trade sanctions, and the application by BlueBay of its compliance program in respect thereof, 
may restrict or limit an Advisory Account’s investment activities. 
 
Advisory Account Expenses 
 
An Advisory Account will pay and bear all operating expenses related to its operations. The amount of these Advisory Account 
expenses will be substantial and will reduce the actual returns realized by investors on their investment (and may, in certain 
circumstances, reduce the amount of capital available to be deployed by an Advisory Account in investments). Operating 
expenses include recurring and regular items, as well as extraordinary expenses for which it may be hard to budget or 
forecast. As a result, the amount of expenses ultimately called or called at any one time may exceed expectations. As 
described further in the Governing Documents for each Advisory Account, operating expenses encompass a broad swath of 
expenses and include all expenses of operating the Advisory Account. Expenses to be borne by the General Partner of certain 
Advisory Accounts (or BlueBay) are only limited to those items specifically identified in the Governing Documents (such as 
rent for office space, office furniture and salaries of its employees), and all other operating expenses will be borne by the 
investors. From time to time, BlueBay and its affiliates will be required to decide whether costs and expenses are to be borne 
by the Advisory Account, on the one hand, or the general partner, BlueBay or its affiliates, on the other, and/or whether 
certain costs and expenses should be allocated between or among multiple Advisory Accounts. BlueBay will make such 
judgments notwithstanding its interest in the outcome, but investors should be aware that these judgments are subjective in 
nature and pose the potential for a conflict of interest. 
 
Other Conflicts of Interest 
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BlueBay may from time to time purchase or sell on behalf of client’s securities or other investment products in which BlueBay, 
its affiliates or other related parties have a financial or other material interest or a relationship of any other description which 
may give rise to a potential conflict with BlueBay’s duty to its clients. BlueBay may on occasion trade in investments issued by 
its clients. In all such cases BlueBay will ensure that such transactions are effected on terms that are not materially less 
favourable to clients than if the potential conflict had not existed. BlueBay addresses these, and other potential conflicts of 
interest, in its Conflicts of Interest policy which sets out possible scenarios in which conflicts of interest may arise, as well as 
how they are managed and mitigated by BlueBay. 
 
BlueBay manages both long-only and alternative portfolios, in the form of funds and segregated accounts. BlueBay offers a 
variety of fee schedules for its investment products which may include both performance and management fees, where 
appropriate. 
 
All employees are evaluated and rewarded annually during the yearly compensation review process. BlueBay has a 
Remuneration Committee which reviews the compensation arrangements annually. Compensation for any given individual is 
paid according to both quantitative and qualitative considerations. BlueBay operates a discretionary bonus scheme. 
Remuneration of all investment professionals is geared to portfolio performance and takes into account the profitable growth 
of each investment team’s business. 
 
BlueBay continues to operate a discretionary deferred bonus arrangement for all employees awarded bonuses over a certain 
threshold. Under this arrangement, qualifying bonus awards are made in the form of conditional investments in Advisory 
Accounts managed by BlueBay which vest at the end of a three-year period. Unvested bonus awards will typically be forfeited 
by a departing employee. 
 
BlueBay has a large number of affiliates given the size of the RBC group of companies globally. Below is a short summary of 
what we believe to be the most relevant considerations relative to BlueBay’s relationships with our affiliates: 
 

• RBC Capital Markets, an affiliate of RBC and BlueBay, was included on BlueBay’s approved counterparty list since 
before the acquisition. The approved counterparty list formally records the banks and brokers with whom BlueBay’s 
traders may do business and is subject to customary review, as with any other counterparty. BlueBay is entitled to 
use RBC Capital Markets for brokerage services, as long as trades are executed at arm’s length and in compliance 
with BlueBay’s best execution policies and procedures. We do not have any minimum trading threshold to transact 
with RBC Capital Markets. 

 
• RBC and its affiliates are included on BlueBay’s restricted list. We may not purchase or hold any paper issued by 

these entities in our portfolios. 
 

• We may purchase primary market securities underwritten and/or syndicated by an affiliate of RBC, as long as the 
purchase is in compliance with BlueBay’s order execution, relevant US regulations and conflict of interest policies.  
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Item 12 - Brokerage Practices 
 

Broker, Dealer and Other Trading Venue and Methods Selection 
 
BlueBay places orders for the execution of transactions for Advisory Accounts according to its best execution policies and 
procedures. Subject to any specific instructions that BlueBay accepts from clients, BlueBay may take into account a range of 
factors in deciding how to execute client orders, including, but not limited to, price; costs; timing and speed of execution; 
responsiveness; creditworthiness and financial stability; likelihood of, and capabilities in, execution, clearance and settlement; 
size; liquidity in or with an execution venue; nature; in certain circumstances and a broker’s or counterparty’s willingness to 
commit capital. 
 
Traders are responsible for the selection of brokers and venues according to these factors and their being an approved 
counterparty. Compliance monitors trades on a risk-based basis to determine whether best execution is being obtained. 
 

Discretionary Authority 
 
There are no specific limitations on the securities to be bought or sold or the amount of such securities to be bought or sold 
for a particular account except as noted in the relevant client investment management agreement. Limitations may be 
imposed as a result of the requirement to comply with client investment guidelines and restrictions that are detailed in the 
investment management agreement. 
 
BlueBay manages portfolios of investments on a discretionary basis for its clients, making and giving effect to decisions to deal 
using two methods. First, BlueBay can place an order resulting from a decision to deal on behalf of a client with a third-party 
“Broker” (e.g. a stockbroker or investment bank) for that Broker to execute on behalf of the client. Secondly, BlueBay can 
execute the transaction resulting from a decision to deal on behalf of the client directly with a third-party “Counterparty” (e.g. 
dealing directly with a market maker on a “request for quote” basis) or on an exchange or a trading system. The 
Counterparty, exchange or trading system with which BlueBay chooses to execute such a transaction is referred to in this 
policy as an “Execution Venue”. 
 

Directed Brokerage 
 
As mentioned above BlueBay generally has the discretionary authority to determine and direct execution of portfolio 
transactions for discretionary investments made by BlueBay on an Advisory Account’s behalf without prior consultation with 
the Advisory Account on a transaction-by-transaction basis. Advisory Accounts may limit BlueBay’s discretionary authority in 
terms of the selection of broker- dealers or other terms of brokerage arrangements. 
 
Where an Advisory Account directs or limits the use of a particular broker-dealer, it is possible that BlueBay may be unable to 
achieve the most favourable execution of Advisory Account transactions, and the Advisory Account may be disadvantaged as 
a result of a less favourable execution price and/or higher commissions or spreads. 
 
Advisory Accounts that direct brokerage may have execution of their orders delayed, since, in an effort to achieve orderly 
execution of transactions, execution of orders for Advisory Accounts that have directed BlueBay to use particular broker-
dealers may, in certain circumstances, be made after BlueBay completes the execution of non-directed orders. This delay may 
negatively affect the price paid or received in the purchase or sale of securities, respectively, by an Advisory Account electing 
to direct brokerage. 
 
An Advisory Account might not be able to participate in certain investment opportunities because the Advisory Account’s 
directed or restricted broker-dealer requirements may not have access to certain securities, such as new issues. 
 

Execution factors and criteria 
 
When giving effect to decisions to deal on behalf of clients, the exact nature of the best possible result will be determined by 
BlueBay by reference to a wide variety of factors including: price, costs, speed, likelihood of execution and settlement, size, 
nature of the order, or any other consideration relevant to the execution of the order. 
 
Price will ordinarily merit a high relative importance in obtaining the best possible result. However, in some circumstances 
BlueBay may appropriately determine that other factors are more important than price. BlueBay determines the relative 
importance of the various factors by using its commercial judgement and experience in light of market information and taking 
into account the following criteria: the characteristics of the client, the characteristics of the order, the characteristics of the 
instrument or product and the characteristics of the Brokers or Execution Venues to which that order can be directed. 
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Choosing between order placement and direct execution 
 
Once BlueBay has made a decision to deal, the trader decides whether to place the order with a Broker or to execute the 
transaction directly on an execution venue. This decision is made having regard to the relative importance of the execution 
factors for the 
  
instrument or product in question. For some instruments or products, there is no choice. So, for example, when trading “over 
the counter” derivatives, the transaction will always be effected by way of direct execution with a Counterparty. 
 

Order placement with Brokers 
 
Each BlueBay portfolio manager and trader specialises the developed and emerging market strategies managed by BlueBay. 
The core senior portfolio managers for each of the strategies have focused on their asset class for more than 10 years, gaining 
insight and experience under a variety of market conditions. BlueBay has dedicated execution traders for each sub-asset class, 
providing in-depth knowledge of the instruments and products traded and the Brokers/Counterparties with which it is best to 
trade. 
 
Where BlueBay places an order with a Broker for execution, BlueBay is not responsible for controlling or influencing the 
arrangements made by the Broker relating to the execution of that order (for example, BlueBay does not control the Broker’s 
choice of Execution Venues) and is not required to duplicate the efforts of the Broker in ensuring the best possible result. 
BlueBay’s obligation is therefore to ensure that the Brokers included in the BlueBay Approved Broker/Counterparty List are 
those which will enable it to comply with the Best Execution Obligation and that orders are passed only to those Brokers. 
 

Direct execution with Execution Venues 
 
BlueBay traders will use their professional judgement, skill and experience to decide the most appropriate Execution Venue 
when seeking to comply with the Best Execution Obligation. BlueBay executes the majority of its trades with the 
Counterparties listed in the BlueBay Approved Broker/Counterparty List rather than on an exchange or other trading system. 
 
The traders have built relationships with the Counterparties with which BlueBay trades, enabling them to ascertain which 
organisation is likely to provide the product or instrument required in a way that allows BlueBay to satisfy the Best Execution 
Obligation owed to its clients. Typically, the traders approach a range of Counterparties to obtain the best price available for a 
security. 
 
However, it may not be advantageous for BlueBay to seek multiple quotes if a security has limited liquidity and a small 
number of market makers, in which case placing an order may lead to a price movement that is unfavourable to BlueBay’s 
clients as a result of informing the market of BlueBay’s trading intentions. At all times the traders use their professional 
judgement to obtain the best possible result in the circumstances. 
 
“Over the counter” trading in derivatives is effected by BlueBay with Counterparties that act as principal under ISDA and 
related master documentation. Owing to factors beyond BlueBay’s reasonable control, relationships with some of these 
Counterparties may have been established only for particular clients and so may not be available for all clients. Any decision 
to execute a transaction with a particular Counterparty on behalf of a client is made from the available pool of Counterparties 
for that client. 
 

Counterparty Approval Process 
 
Before undertaking business with a Counterparty for the first time, an approval process is followed to ensure that BlueBay 
only trades with appropriate counterparties. BlueBay maintains an Approved Broker/Counterparty List which formally records 
the parties with which a trader may do business. All approved counterparties are programmed into BlueBay’s Order 
Management System (‘’OMS’’). 
 
The Market Risk Committee within BlueBay has authority to approve new counterparties. On the basis of the completed initial 
approval form, Credit Default Swap spread level, credit rating, and clearing arrangements, the Market Risk Committee 
considers whether the trading risk of the Counterparty is acceptable in light of the type of trading for which approval is 
sought. 
 

The Selection of Trading Counterparties 
 
As mentioned above, the BlueBay Approved Counterparty List formally records the banks and brokers with whom BlueBay’s 
execution traders may do business. The execution traders initiate the approval process for a new counterparty by completing 
a form detailing the counterparty, the type of business to be transacted, and the reason for wanting to trade with the 
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counterparty. The process will cover a number of factors including provision of liquidity, pricing, and the level of new issuance 
activity of the counterparty and any additional information that the execution trader considers relevant to the decision on 
whether to approve the counterparty. Compliance adds the regulatory status, the Financial Action Task Force status of the 
country in which the counterparty is situated, the results of the check of unauthorised firms doing business in the UK, and 
details of any legal or regulatory action based on publicly available information. 
 
The Market Risk Committee reviews the Credit Default Swap spreads, the credit rating of the counterparty or counterparty 
parent (where applicable), and the detail of the clearing arrangements. On the basis of the completed initial approval form, 
financial statements, credit rating, and clearing arrangements, the Market Risk Committee considers whether the trading risk 
of the counterparty is acceptable in light of the type of trading for which approval is sought. 
  
On a daily basis, the Risk Team monitors market indicators such as credit default swap spreads for OTC and depositor 
counterparties. If these indicators raise concern about the credit quality of any counterparty, the Market Risk Committee may 
prohibit further trading or remove the counterparty from the Approved Broker/Counterparty List. 

 
Ongoing Review of Counterparties 

 
On a daily basis, the Risk department monitors market indicators such as credit default swap spreads or equity price for OTC 
and depositor counterparties. If these indicators raise concern about the credit quality of any counterparty, the Market Risk 
Committee may prohibit further trading or remove the counterparty from the Approved Broker/Counterparty List. 
 
On an annual basis, the Broker/Counterparty Annual Approval List is updated by both Risk and Compliance with details of any 
legal or regulatory action (based on publicly available information) and trading volumes during the previous year, and by the 
Head of Pricing and Reference data with details of any market information that may affect BlueBay’s decision to do business 
with the firm. The Market Risk Committee reviews the recent performance of equity and credit default swaps of the 
counterparty and credit ratings of each OTC and depositor counterparty. On the basis of the completed annual approval list, 
financial statements and credit ratings, the Market Risk Committee considers whether the trading risk of each of the 
counterparties on the annual approval list continues to be acceptable. 
 
RBC Capital Markets, an affiliate of RBC and BlueBay, has been included on BlueBay’s Approved Counterparty List since before 
the acquisition. The Approved Counterparty List formally records the banks and brokers with whom BlueBay’s traders may do 
business and is subject to customary review, as with any other counterparty. BlueBay is entitled to use RBC Capital Markets 
for brokerage services, as long as trades are executed at arm’s length and in compliance with BlueBay’s best execution 
policies and procedures. We do not have any minimum trading threshold to transact with RBC Capital Markets. 
 
Segregated account prospects may request that BlueBay exclude RBC Capital Markets as a broker for their account. 
 

Research and Soft Dollar Benefits 
 
The European Union’s Markets in Financial Instruments Directive II (“MiFID II”) restricts European Union domiciled investment 
advisers from receiving research and other materials that do not qualify as “acceptable minor nonmonetary benefits” from 
broker- dealers unless the research or materials are paid for by the investment advisers from their own resources or from 
research payment accounts funded by and with the agreement of their clients. BlueBay USA  is not subject to MiFID II and  
does not pay for the research and other materials”) that it consumes, further BlueBay USA does not have any soft dollar 
arrangements in place.  
 

Best Execution Reviews 
 
When dealing on behalf of clients, the exact nature of best execution will be determined by BlueBay by reference to a wide 
variety of factors including price, costs, speed, likelihood of execution and settlement, size, nature of the order, or any other 
consideration relevant to the execution of the order. BlueBay’s Order Execution policy is available upon request. 
 
BlueBay’s Execution Team’s collective professional experience, market knowledge and counterparty relationships developed 
over many years enables us to proactively source liquidity. 
 
Access to primary and secondary market sources is achieved directly via BlueBay’s execution traders. Their role involves 
interacting with investment banks and other counterparties so that trades can be executed at the most optimal liquidity point 
in the markets. 
 
BlueBay monitors the effectiveness of its order execution arrangements to identify and, where appropriate, correct any 
deficiencies. BlueBay reviews on a regular basis whether the brokers and execution venues included in the Order Execution 
Policy (available on request) provide the best possible result and whether any changes are necessary. Compliance also 
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monitors trades on an ongoing basis to determine whether best execution was obtained. 
 

Trade Allocation and Trade Aggregation 
 
BlueBay seeks to execute orders for its clients fairly and equitably over time and as such BlueBay has an Order Aggregations 
and Allocation policy to achieve this end. 
 
Pursuant to BlueBay’s policies and procedures it may combine or aggregate purchase or sale orders for the same security or 
other instrument for multiple Accounts (including Accounts in which RBC, BlueBay or its personnel has an interest) so that the 
orders can be executed at the same time and block trade treatment of any such orders can be elected when available. 
BlueBay aggregates orders when it considers doing so appropriate and in the interests of its clients generally and may elect 
block trade treatment, when available. 
 
In addition, under certain circumstances trades for Advisory Accounts may be aggregated with accounts that contain RBC or 
BlueBay assets. These circumstances may include, without limitation, when managing accounts in a commercially reasonable 
manner for clients or when aggregating will have a de minimis effect on the performance of client accounts (e.g., where the 
size of the account relative to the size of the market makes aggregation not material). 
 
When Advisory Account orders are aggregated, the orders will be placed with one or more broker-dealers or other 
counterparties for execution. When a block trade is completely filled, BlueBay will generally allocate the securities or other 
instruments purchased or the proceeds of any sale pro rata among the participating Accounts, based on the Advisory 
Accounts’ relative size. Adjustments or changes may be made under certain circumstances, such as to avoid odd lots or small 
allocations or to satisfy account cash flows and guidelines. If the order at a particular broker-dealer or other counterparty is 
filled at several different prices, through multiple trades, generally all participating accounts will receive the average price and 
pay the average commission, subject to odd lots, rounding, and market practice. 
 
BlueBay may be able to negotiate a better price and lower commission rate on aggregated trades than on trades for Advisory 
Accounts that are not aggregated and incur lower transaction costs on netted trades than trades that are not netted. BlueBay 
is under no obligation to aggregate or net for particular trades. Where transactions for an Advisory Account are not 
aggregated with other orders for instance, in the case of directed/restricted brokerage on Advisory Accounts, the Advisory 
Account may not benefit from a better price and lower commission rate or lower transaction cost than might have been 
available had the trades been aggregated or netted. Aggregation and netting of trades may disproportionately benefit some 
Advisory Accounts relative to other Advisory Accounts due to the relative amount of market savings obtained by the Advisory 
Accounts. 
 
The Portfolio Manager is responsible for the allocation of trades across clients. Generally, the Portfolio Manager will allocate 
trades across similar mandates to bring the holding in each account to a similar percentage of the value of the portfolio. 
 
Allocations must reasonably be in the best interests of all the affected clients, and the Portfolio Manager will take into 
account factors impacting the allocation, including: 
 

• Availability of cash; 
• Client investment guidelines that exclude a particular security or type of security; 
• Client investment guidelines that restrict the amount of a particular security or security type; 
• Client benchmarks against which performance is measured; 
• Internal risk management measures; 
• Investment objectives; 
• Investment strategy; 
• Alpha target; 
• Advisory Account size (NAV); and 
• Market parameters such as minimum tradable lot sizes and round lot sizes applicable to a security. 

 
Cross Transactions 

 
BlueBay may from time to time effect “cross transactions” between two BlueBay clients, in which one client will purchase 
securities held by another client. Cross transactions may benefit advisory clients because they can avoid certain transaction 
fees but in executing cross transactions BlueBay will have a potentially conflicting division of loyalties and responsibilities to 
the parties in such transactions, including with respect to a decision to enter into such transactions as well as with respect to 
valuation, pricing and other terms. BlueBay has developed policies and procedures in relation to such transactions and 
conflicts. However, there can be no assurance that such transactions will be effected in the manner that is most favourable to 
an Advisory Account that is a party to any such transaction. Cross transactions may disproportionately benefit some Advisory 
Accounts relative to other Advisory Accounts due to the relative amount of market savings obtained by the Advisory 
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Accounts. Cross transactions will be effected in accordance with fiduciary requirements and applicable law and BlueBay 
complies with the conditions and/or constraints on cross transactions under ERISA and the Investment Company Act of 1940 
each of which impose conditions and/or constraints on cross transactions. 
 

Material Non-Public Information and Insider Trading 
 
BlueBay receives material non-public information in the ordinary course of its business. This is information that is not 
available to other investors or other confidential information which, if disclosed, would likely affect an investor’s decision to 
buy, sell or hold a security. This information is received voluntarily and involuntarily and under varying circumstances, 
including, but not limited to, upon execution of a non-disclosure agreement, as a result of serving on the board of directors of 
a company, serving on ad hoc or official creditors' committees. Under applicable law, members of the BlueBay Group are 
generally prohibited from disclosing or using such information for their personal benefit or for the benefit of any other 
person, regardless of whether that person is a BlueBay Client. BlueBay’s investment flexibility will also be constrained as a 
consequence of its receipt of material non-public information. 
 
BlueBay has adopted policies concerning the misuse of material non-public information. According to BlueBay’s policies 
should a partner or employee obtain, either voluntarily or involuntarily, material non-public information with respect to an 
issuer, it is generally prohibited from communicating that information to, or using that information for the benefit of, BlueBay 
Clients. BlueBay has no obligation or responsibility to disclose the information to, or use such information for the benefit of, 
any person. BlueBay has adopted a Market Abuse Policy, which establishes procedures reasonably designed to prevent the 
misuse of material non-public information by BlueBay and its personnel. Under the Market Abuse Policy, BlueBay and its 
personnel are generally not permitted to use material non-public information in the course of business activities or otherwise, 
in effecting purchases and sales in securities transactions for BlueBay Clients or for personal accounts. 
 
From time to time, certain BlueBay employees use paid expert networks, (subject to the BlueBay policies regarding the 
handling and restricted use of material non-public information). BlueBay has adopted specific policies and procedures to 
prevent and address the receipt of any material non-public information from such expert networks. 
 

Trade and Operational Errors 
 
BlueBay has a clearly defined Incident Management Policy to ensure that events that may lead to monetary loss, reputational 
or regulatory/legal impact and/or negative disruption to the firm, its clients or its stakeholders are managed and appropriate 
action is taken. 
 
BlueBay’s systems, policies and procedures are designed to ensure that we are able to offer our clients a high standard of 
service in all areas of our business. However, should an incident occur, action would immediately be taken in accordance to 
the Incident Management Policy to bring the portfolio back in line with its investment guidelines and to ensure that client 
interests are best managed at all times.  
 
BlueBay will notify relevant stakeholders of any operational/trade incident which resulted in a financial  impact to the Fund 
the occurrence of which BlueBay or the Fund is required to notify investors in accordance with the requirements of the 
Investment Management Agreement, UCITS rules, the laws and regulations of Luxembourg and/or the laws and regulations of 
the United Kingdom including, but not limited to, the UK FCA’s principle of “treating customers fairly”. The resolution of an 
incident may involve BlueBay compensating either the fund or client to the extent applicable. 
 
Reported incidents are reviewed by the Technology and Operational Risk team, who independently considers all actions and 
enhancements in order to mitigate the risk of reoccurrence. Incidents are reported to relevant stakeholders and to the 
Operating Committee which is chaired by the COO-CRO. The Operating Committee provides oversight of the actions taken 
and agreed. This rigorous review enables us to continually improve our processes. 
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Item 13 - Review of Accounts 
 

Segregated Accounts 
 
BlueBay has a dedicated Client Relationship Management team made up of experienced Client Directors. Each client account 
is allocated a Client Director who is the primary point of contact for all client enquiries, reporting and regular reviews of the 
client’s portfolio. Client review meetings are conducted by the Client Director with the primary responsibility for the client 
and attended by the portfolio manager. 
 
Portfolio management teams have primary responsibility for ensuring that portfolios are managed in compliance with 
relevant investment restrictions and this forms an integral part of the investment process. This process is reinforced by 
automated pre and post trade Charles River compliance rules that are independently managed by Investment Control. All 
investment restrictions are programmed into Charles River using system-enforced 4-eyes review and validation functionality. 
Investment guidelines that cannot be programmed into Charles River are monitored using alternative techniques that are 
implemented and reviewed by the Investment Control Team. 
 
Segregated account reporting is agreed with the client at the outset of the relationship. Client reporting is provided generally 
on a monthly basis via e-mail, or as requested by the client. Reporting includes input from the portfolio managers, 
fund/investment accounting team and risk/performance team and is subject to a rigorous review process. 
 
The Chief Investment Officer and the portfolio managers review the performance and risk of all BlueBay Advisory Accounts on 
an on- going basis. In addition, the Market Risk Committee, which is chaired by the Head of Investment Performance and 
Attribution and includes the Chief Investment Officer, Chief Operating Officer/Chief Risk Officer, a Conducting Officer for 
BlueBay Funds Management Company S.A. and a Senior Risk Manager, meets regularly and amongst other things, performs 
an ongoing review  and oversight of investment risks and performance for all accounts managed by BlueBay. 
 

BlueBay Advisory Accounts 
 
Underlying investors invested in various BlueBay Advisory Accounts receive a fund factsheet (including performance and risk 
statistics, portfolio characteristics, market commentary and fund facts) on a monthly basis upon request. Statements of 
investor holdings in the BlueBay Advisory Accounts are produced by the respective fund administrator on a monthly basis; 
investors also receive audited annual financial statements and unaudited semi-annual financial statements for the BlueBay 
Advisory Account in which they are invested. All reporting is provided by email. 
 
 

CLO Clients 
 
BBAM USA periodically reviews CLO Client portfolios to monitor performance and compliance with investment guidelines and 
discusses prospective investments and credit, industry and economic news and trends at a frequency that is in accordance 
with its internal policies and procedures. BBAM USA delivers periodic reports and other information to CLO Clients as 
negotiated and set forth in Client Documentation or as otherwise required by law. 
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Item 14 - Client Referrals and Other Compensation 
 
From time to time, BlueBay may enter into arrangements with various third parties pursuant to which each has agreed to 
introduce BlueBay to prospective clients and investors who are eligible for and may have an interest in advisory services or 
investment products managed by BlueBay. Compensation will vary for each such party and will be paid pursuant to the terms 
of a written agreement with the respective party, which also outlines the nature of the activities to be undertaken. All client 
and investor solicitation activities will be undertaken in accordance with the requirements of the various federal securities 
laws and disclosure specific to the solicitation will be provided to each prospective client and investor at the time of 
solicitation. 
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Item 15 - Custody 
 
BlueBay does not accept custody of client funds or securities. All clients’ accounts are held in custody by unaffiliated 
broker/dealers, banks or other institutions approved to provide custodian services. BlueBay does have the ability to issue 
instructions in relation to the movement of client assets and cash but only in accordance with the provisions of relevant 
agreements and mandates. 
 
Account custodians will send statements directly to the account owners. Clients should carefully review these statements and 
should compare these statements to any account information provided by BlueBay. 
 
For CLOs Clients, BBAM USA is not deemed, under federal securities laws, to have custody of the assets of its CLOs by virtue of 
its status as investment collateral manager. BBAM USA does not have actual physical custody of any CLO Client assets; the 
CLOs’ assets are held in the custody of their respective unaffiliated trustees; and BBAM USA has no ability to deduct fees or 
expenses from the CLO Clients. 
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Item 16 - Investment Discretion 
 
Generally, there are no specific limitations on the securities to be bought or sold or the amount of such securities to be 
bought or sold for a particular account except as noted in the relevant client investment management agreement. Limitations 
may be imposed as a result of the requirement to comply with client investment guidelines and restrictions that are detailed 
in the investment management agreement. 
 
BlueBay manages portfolios of investments on a discretionary basis for its clients, making and giving effect to decisions to deal 
using two methods. First, BlueBay can place an order resulting from a decision to deal on behalf of a client with a third-party 
“Broker” (e.g. a stockbroker or investment bank) for that Broker to execute on behalf of the client. Secondly, BlueBay can 
execute the transaction resulting from a decision to deal on behalf of the client directly with a third-party “Counterparty” (e.g. 
dealing directly with a market maker on a “request for quote” basis) or on an exchange or a trading system. The 
Counterparty, exchange or trading system with which BlueBay chooses to execute such a transaction is referred to in this 
policy as an “Execution Venue”. 
 
BlueBay has Risk Control framework designed and managed by the Market Risk Committee which amongst other things 
assesses and monitors that each Advisory Account is managed according to its disclosed and agreement risk profile. 
 
In general, BBAM USA has full discretion to buy and sell investments on behalf of the CLO Clients, including authority to make 
decisions with respect to amount, price and counterparties (pursuant to, and subject to the terms and conditions set forth in, 
the Client Documentation). BBAM USA provides investment advice to each CLO Client and not individually to Note Holders. 
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Item 17 - Voting Client Securities 
 

BlueBay’s Proxy Voting Policy 
 
BlueBay has a fiduciary duty to act in the best interests of its clients and manages clients’ assets with the objective of 
achieving the greatest possible return consistent with their investment objectives. 
 
BlueBay, on behalf of itself and other entities within the BlueBay group (including BlueBay Funds Management Company S.A.), 
has established a series of principles to be applied when exercising voting rights attached to client securities within managed 
portfolios. In reaching a recommendation as to how a proxy should be voted, BlueBay must act prudently and in the best 
interests of the affected clients and will ensure that voting rights are exercised in accordance with the portfolio’s objectives 
and investment policies. 
 
BlueBay may depart from the principles to avoid voting decisions that may be contrary to clients’ best interests in particular 
cases. BlueBay may also choose not to vote where voting may be detrimental to the best interests of our clients, such as due 
to high administrative costs associated with voting or share blocking requirements that “lock up” securities, which would limit 
liquidity or access to market opportunities. 
 

Receipt and notification of proxy rights 
 
BlueBay’s Operations Department alerts BlueBay Compliance through the Order Management System as soon as practicable 
after receiving copies of any proxy solicitations, proxy statements or related materials relating to any security within a 
managed portfolio. Operations then promptly submit such materials to the relevant member(s) of the BlueBay portfolio 
management team. 
 

Persons authorised to exercise voting rights 
 
The relevant members of BlueBay’s portfolio management team will be responsible for recommending how proxies relating 
to securities held by clients in managed portfolios should be voted. The relevant personnel will consider each exercise of 
rights on the basis noted above and in particular taking into consideration the best interests of clients, with voting on specific 
events or issues such as board appointments, mergers/acquisition activity, board remuneration and changes to capital 
structure being considered on a case by case basis. Once a recommendation on how to vote has been determined, the 
recommendation will be communicated to Operations to handle the voting process. 
 

Class actions and similar matters 
 
With respect to shareholder class action litigation and similar matters, BlueBay’s separate account clients are encouraged to 
contact their custodians and ensure that they receive notices and are aware of the participation and filing. BlueBay generally 
will not make any filings in connection with any shareholder class action lawsuits and similar involving securities held or that 
were held in separate accounts for clients and will not be required to notify custodians or clients of shareholder class action 
lawsuits and similar matters. BlueBay will not be responsible for any failure to make such filings or, if it determines to make 
such filings in its sole discretion, to make such filings in a timely manner. 
 

Management of Conflicts of Interest 
 
When evaluating any given proxy, the portfolio management team will consider whether or not BlueBay has a potential 
conflict relating to the security being voted, such as if a BlueBay Portfolio Manager were to sit on the Board of Directors of the 
company. Any such conflict of interest will be notified to the BlueBay Compliance team. If Compliance deems the conflict to 
be material, Compliance will determine whether the vote proposed by the Portfolio Manager is in the best interests of all 
clients. If Compliance cannot conclusively determine that the vote is in the best interest of the affected client, Compliance will 
seek the advice of an independent third-party service to provide the proxy voting recommendation. 
 

Details and records 
 
BlueBay keeps a record of all past proxy voting decisions for a period of six years. Details of actions taken pursuant to this 
policy are available to investors by request in writing to BlueBay at the following address: Compliance Department, BlueBay 
Asset Management LLP, 77 Grosvenor Street, London, W1K 3JR, United Kingdom. 
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Item 18 - Financial Information 
 
BlueBay has never filed for bankruptcy and is not aware of any financial condition that is expected to affect its ability to 
manage client accounts. BlueBay do not require or solicit pre-payment of fees. We have no financial commitments that affect 
our contractual commitments to clients. 
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Item 19 - Requirements for State Registered Advisers   
BlueBay Asset Management LLC is not a state registered adviser. 


