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This brochure provides information about the qualifications and business practices of Swiss Re Insurance-
Linked Investment Advisors Corporation ("SRILIAC," "Manager," "we," or "us"). If you have any questions 
about the contents of this brochure, please contact us at 212-317-5205.  The information in this 
brochure has not been approved or verified by the United States Securities and Exchange Commission 
(the "SEC") or by any state securities authority. 
 

SRILIAC is a registered investment adviser.  Registration with the SEC does not imply a certain 
level of skill or training. 
 
Additional information about SRILIAC is also available on the SEC’s website 

at:www.adviserinfo.sec.gov. 
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Item 2. Material Changes 
 
There have been material changes that are made to the Brochure since the last update  on March 17, 2023. 
This version includes an update to Item 4, Advisory Business, Item 5, Fees and Compensation, and Item 12, 
Brokerage Practices. 
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Item 4.  Advisory Business 
 
SRILIAC was founded in 2012 as Swiss Re Risk Solutions Corporation ("SRRSC") . In June 2022, SRRSC 
changed its name to SRILIAC and registered with the SEC as an investment adviser. The Manager is wholly 
owned by Swiss Re America Holding Corporation ("SRAH"), is an affiliate of Swiss Re Reinsurance Holding 
Company Ltd ("SRRHC") and Swiss Reinsurance Company Ltd ("Swiss Re"), and part of the group of 
companies owned by Swiss Re Ltd ("Swiss Re Group").  
 
SRILIAC specializes in investment management services relating to insurance-related risks where the 
Manager seeks to build and manage portfolios for clients investing in assets such as Insurance-Linked 
Securities (“ILS”), Industry Loss Warranties ("ILWs") and other financial instruments. SRILIAC provides 
investment management services on a discretionary basis and tailors its advisory services to the needs of 
its clients. 
 
As of June 30, 2023, SRILIAC managed approximately $1.35 billion regulatory assets under management  
on a discretionary basis. Discretionary assets under management include assets that are attributable to 
institutional investors that invest in a SRILIAC managed fund through a discretionary investment program.   
 
SRILIAC currently has one client that is a pooled investment vehicle.  SRILIAC's client is 1997 Fund Ltd 
("Fund Company"), and the Manager manages the assets of a segregated account of the Fund Company 
called the ILS Classic Fund (“Fund”).  SRILIAC manages the Fund's assets in accordance with the terms of 
the governing documents applicable to the Fund, with the Fund's investment objective seeking to generate 
returns through selective investment in ILS, primarily in a global portfolio of catastrophe bonds ("Cat 
Bonds"). The Fund will also invest in ILWs and catastrophe derivatives. 
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The Fund was initially capitalized by means of a cash subscription in the amount of $1 billion by Swiss 
Reinsurance Company Ltd (the “Seeding Shareholder”), an affiliate of Swiss Re Insurance-Linked 
Investment Advisors Corporation (the “Manager”), which was used by the Fund to acquire a diversified 
portfolio of Cat Bonds sold by Swiss Re Americas Corporation and the Manager (the “Initial Portfolio”). The 
Manager manages the Fund and will invest and reinvest the proceeds thereof together with any additional 
capital raised by the Fund in accordance with the Fund’s investment objective and strategy.  

Item 5.  Fees and Compensation 
 
The Manager provides the Fund's investors with the Fund's offering documents prior to any investment for 
the purposes of evaluating an investment in the Fund.  The offering documents include the Fund Company's 
private placement memorandum ("Memorandum"), the Fund supplement ("Fund Supplement") and the 
Fund's AIFMD Supplement.  The offering documents include the following terms:  
 
Share Capital 

The Fund Company, in respect of the Fund, is authorized to issue non-voting, redeemable preference shares 
(“Shares”), in various series (each, a “Series”) and sub-series, to qualified investors (upon their admission as 
shareholders of the Fund, the “Shareholders”).  As of the date of the Fund Supplement, the Fund Company, 
in respect of the Fund, has authorized the issuance of Series A Shares, Series A-D Shares, Series F Shares, 
Series F-D Shares, Series S Shares and Series E Shares.  Series A Shares, Series A-D Shares,  Series F 
Shares, and Series F-D Shares (each such Series being referred to as a “Regular Series” and the Shares of 
such Series, the “Regular Shares”) are issued in respect of subscriptions to the Fund and are identical in all 
respects, except that (i) Series F Shares and Series F-D Shares (“Founder Shares”) will be available to a 
limited number of founding investors, are subject to a reduced Management Fee and will not be subject to 
an early redemption fee, as further described herein, and (ii) and Series A-D Shares and Series F-D Shares 
(“Distributing Shares”) will receive quarterly distributions of the Fund’s net operating income as further 
described below under “Distributions”.   
 
Series S Shares will be issued to holders of Regular Shares in connection with the designation of Segregated 
Investments as further described below under “Segregated Investments”.  Series E Shares will be issued to 
track the Expense Reserve (as defined below under “Segregated Investments”) that may be established by 
the Fund in connection with any Series S Shares held by a Shareholder upon a complete redemption of its 
Regular Shares.  
 
The Fund Company, in respect of the Fund, is authorized to issue additional Series or sub-series of Shares in 
respect of the Fund that may differ from the terms of the existing Regular Series or any sub-series thereof (i.e. 
with respect to the underlying investment portfolio and exposure to risks, denomination of currency, the fees 
charged, minimum subscription amounts, redemption rights, investor eligibility, and other terms).   

Subscriptions 

The Fund is currently seeking subscriptions for the purchase of Regular Shares. New investors may subscribe 
for Founder Shares until aggregate subscriptions for Founder Shares equals or exceeds an amount to be 
determined by the Manager. Thereafter, Series F Shares and Series F-D Shares will be closed to new 
investors; however, existing holders of Founder Shares will remain eligible to purchase additional Founder 
Shares with respect to any additional subscriptions that are accepted by the Fund.Series A Shares and 
Series A-D Shares of the Fund generally may be issued as of the first day of each month or at such other 
times as may be permitted by the Fund Company Board of Directors (each such date a “Subscription 
Date”).  
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Persons interested in subscribing for Shares as of a given Subscription Date will be furnished, and will be 
required to complete and return to the Administrator (as defined below), a subscription agreement (a 
“Subscription Agreement”) and certain other documents, including, if applicable, additional subscription 
forms (collectively, the “Subscription Documents”) by 3 p.m. on any Business Day that is at least five (5) 
Business Days prior to such Subscription Date or such lesser Business Days as may be permitted by the 
Administrator. “Business Day” means any day, other than Saturday or Sunday, on which the banks in 
Bermuda and New York City are open for business and such other days as the Fund Company Directors 
may determine from time to time.   

Generally, in order to properly allocate the income, gains, losses, fees and expenses of the Fund among 
Shareholders, a separate sub-series of Series A Shares, Series A-D Shares, Series F Shares or Series F-D Shares, 
as applicable, will be issued to each Shareholder in respect of its subscriptions for such Series.  Each sub-series 
of a given Regular Series of Shares will be issued at an initial offering price of US$1,000 per Share.  Thereafter, 
Shares of an undivided Series or sub-series in issue will be issued at the prevailing Net Asset Value per Share 
of such Series or sub-series on the date that immediately precedes the Subscription Date.   
 
Subscription proceeds must be received by the Fund by wire transfer of immediately available funds to the 
account specified in the Subscription Agreement at least three (3) Business Days prior to any intended 
Subscription Date, or such later date as the Fund Company Board of Directors may permit.  Any interest that 
may be earned by the Fund on subscription proceeds paid in advance of the Subscription Date shall be for the 
benefit of the Fund. 

Shares of the Fund will be issued in registered, book-entry form. 

The minimum initial subscription amount for Shares of the Fund is US$5,000,000. The Fund may accept 
a lesser initial subscription amount for Shares, as may be permitted by the Fund Company Board of 
Directors, subject to a minimum of US$250,000 or such lesser amount as may be permitted by the Fund 
Company Board of Directors.  Following its initial subscription to the Fund, a Shareholder may subscribe for 
additional Shares subject to a minimum amount of US$250,000 or such lesser amount as may be 
permitted by the Fund Company Board of Directors. 

The Fund Company Board of Directors, in consultation with the Manager, may from time to time close the 
Fund (or the Series A Shares, Series A-D Shares, Series F Shares or Series F-D Shares) to new subscriptions, 
either for a specified period or until it otherwise determines, and either in respect of all investors or on such 
other terms as it determines, in each case in its sole discretion.  In addition, the Fund Company Board of 
Directors, in consultation with the Manager, may reject any subscription for Shares from any prospective 
investor or any existing Shareholder.  
 
Additional details concerning applicable eligibility criteria for investors in the Fund are set forth in the Fund’s 
respective offering documents.  
 
Variation of Offering Terms/Side Letters 
 
The Fund Company, in respect of the Fund, and the Manager may from time to time enter into agreements 
with certain investors that provide for terms of investment that are more favorable to such investors than 
the terms described in the Fund Supplement (collectively, “Side Letters”) provided that such rights do not 
vary the share rights of other Shareholders.  The granting of a Side Letter to one or more investors generally 
will not entitle other investors to the same terms.  Except as may be required by law, regulation or the Fund 
Supplement, the Fund and/or the Manager are not required to disclose the existence or specific terms of 
any Side Letters or the identity of any investors who have entered into Side Letters with the Manager and/or 
the Fund.  Notwithstanding the foregoing, no Side Letter may result in a variation of the share rights 
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attaching to a given Series of Shares absent the approval of the holders of that Series in accordance with 
the Bye-laws. 

Where required by applicable law or regulation, a written summary of the terms of any such Side Letters, 
together with details of any economic or legal links which an investor may have with the Fund and/or the 
Manager, is available from the Manager upon written request. 
 
Management Fee 
 
Pursuant to a Management Agreement (as may be amended from time to time, the “Management 
Agreement”), the Fund will pay to the Manager a fixed management fee (the “Management Fee”), payable 
monthly in advance, with respect to each sub-series of a Regular Series of Shares (and any related Series S 
Shares).  The monthly Management Fee payable with respect to Series A Shares and Series A-D Shares 
shall be equal to the sum of (as applicable): (a) 1/12th of 0.70% (0.70% per annum) of the Net Asset Value 
of such sub-series of Shares with respect to the first $50 million, and (b) 1/12th of 0.50% (0.50% per 
annum) of the Net Asset Value of such sub-series of Shares that exceeds $50 million.  The monthly 
Management Fee payable with respect to Series F Shares and Series F-D Shares shall be equal to 1/12th 
of 0.50% (0.50% per annum) of the Net Asset Value of such sub-series of Shares.  For purposes of the 
foregoing, Net Asset Value shall be computed as of the first day of the applicable month. For example, for a 
sub-series of Series A Shares (and all related Series S Shares) with an aggregate Net Asset Value of $100 
million as of the first day of a month, the Management Fee for such sub-series for such month will be the 
sum of 0.70% per annum on the first $50 million and 0.50% per annum on the remaining $50 million, 
resulting in a blended Management Fee rate for that month of 0.60% per annum. 
 
The Management Fee for a given month shall be due and payable within 10 days from the date of the 
invoice. The Manager may agree with a Shareholder to waive, reduce or calculate differently the 
Management Fee with respect to such Shareholder without the consent of any other Shareholder.  This 
may be effected by the issuance of a new Series or sub-series of Shares, a rebate of the Management Fee 
or some other legally permissible means.  
 
Expenses 
 
SRILIAC bears its own organizational and operating expenses, including legal fees, salaries, rent, 
entertainment and other general and administrative expenses. 
 
The Fund bears its own organization, offering and operating expenses.  Fund expenses include, without 
limitation, investment-related expenses including legal fees and other costs incurred in connection with any 
transaction entered into by the Fund (including any reasonable investment-related travel, meal and lodging 
expenses), brokerage costs, custodial fees, fronting fees, and clearing and settlement charges; director fees 
and expenses for outside directors; fees of the Manager, the Administrator, the Custodian and the Valuation 
Agent (each as defined herein or in the Memorandum); legal expenses; professional fees (including, without 
limitation, expenses of consultants and experts); fees and expenses relating to third-party modeling and 
forecasting tools, software and services; investment-related research and data; fees for trade management 
services, including trade affirmation, allocation and confirmation, reconciliation and reporting, coupon/cash 
flow monitoring and similar trade-related services, and related software and licensing fees; indemnification 
costs and premiums and fees for insurance to benefit, directly or indirectly, the Fund, indemnified persons and 
for directors’ and officers’ liability insurance or other similar insurance policies; audit and tax preparation 
expenses; accounting expenses; placement agent fees (subject to reimbursement by the Manager as 
described herein); costs of printing and mailing reports and notices; organizational and offering expenses; legal 
fees and other costs incurred in connection with the preparation of the Operative Documents and any 
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amendments or supplements thereto, or any Side Letters; legal fees and regulatory, reporting and compliance 
expenses incurred by the Fund, the Manager or its affiliates in connection with the Fund’s operations or the 
offering of Shares, including costs incurred in connection with compliance with U.S. state blue sky laws, AIFMD 
or similar regulations in other jurisdictions; corporate licensing fees and other professional fees; bank service 
fees; withholding and transfer fees; entity-level taxes; other expenses related to the purchase, sale or transmittal 
of Fund assets; fees and expenses incurred in connection with any litigation, dispute, claim or action relating to 
or involving the Fund, including any settlement thereof; and extraordinary expenses and other similar expenses 
related to the Fund. 

Organizational and operating expenses of the Fund Company that do not relate to a particular “segregated 
account” (referred to generally as “SAC”) or that relate to multiple SACs are allocated among all or the relevant 
SACs, including the Fund, in such manner as the Fund Company Board of Directors, in consultation with the 
Manager and the Administrator, determines is fair and equitable. 

The organizational and initial offering expenses of the Fund Company and the Fund are being amortized, for 
accounting purposes, over a 60-month period that began on the date that the Fund commenced operations.  
Such amortization may require the issuance of a qualified opinion by the auditors if the amount is deemed 
material. 
 

Generally, expenses of the Fund are allocated among each issued Series and sub-series of Shares 
proportionally; provided that expenses relating specifically to one or more but not all Series or sub-series 
of Shares are allocated among such sub-series or Series in such manner as the Manager determines to be 
fair and reasonable; and further provided that Remaining Expenses (as defined below) pertaining to Series 
S Shares shall be allocated as described below under “Segregated Investments”. 
 
Redemption of Shares 
 
Subject to the Gate (as defined below) and to certain other restrictions as may be described herein and in 
the Bye-laws, Regular Shares generally may be redeemed upon 30 days’ prior written notice to the 
Administrator as of the first day of each month.  Regular Shares may also be redeemed, subject to and in 
accordance with the general redemption procedures, at such other times and upon such shorter notice as 
may be permitted, in each case, by the Fund Company Board of Directors in its sole discretion.  Each date 
upon which Regular Shares are permitted to be redeemed is herein referred to as a “Redemption Date”.  
Series A Shares and Series A-D Shares are subject to a one year “soft lock-up” whereby Series A Shares 
and Series A-D Shares redeemed within twelve months of issuance will be charged a redemption fee (a 
"Redemption Fee") equal to 1.5% of the redemption proceeds, which Redemption Fee shall be retained for 
the benefit of the Fund. The Fund Company Board of Directors may waive the Redemption Fee in its sole 
and absolute discretion  Series F Shares and Series F-D Shares will not be charged a Redemption Fee upon 
a redemption of Shares of such Series. 
 

Unless the Fund Company Board of Directors consents to the withdrawal of any redemption request, a 
redemption request will be irrevocable.  The Fund Company Board of Directors reserves the right to reject 
any request for redemption if such redemption would result in a violation of law or if the redeeming investor 
fails to provide information necessary to verify the identity of the redeeming Shareholder.  

Partial redemptions will be subject to a US$250,000 minimum unless waived by the Fund Company Board of 
Directors in its sole discretion, or such Shareholder is redeeming all of its Shares.  Partial redemptions are not 
permitted if the value of a Shareholder’s remaining Shares would be less than US$5,000,000 (unless such 
requirement is waived by the Fund Company Board of Directors in its sole discretion, subject to a minimum of 
US$250,000). 
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The Manager reserves the right, in its sole discretion, to limit the aggregate redemptions of Series A Shares, 
Series A-D Shares, Series F Shares and Series F-D Shares as of a given Redemption Date to 8.5% of the 
combined Net Asset Value of the Series A Shares, Series A-D Shares, Series F Shares and Series F-D  (not 
including any related Series S Shares) as of a given Redemption Date, or such greater percentage as the 
Manager may permit as of a given Redemption Date (the “Gate”).  If redemption requests in excess of this limit 
are received in respect of any Redemption Date, the Manager shall reduce the amount of all redemption 
requests to the extent necessary to eliminate such excess (the amount that is permitted to be redeemed under 
the Gate as of a given Redemption Date being referred to herein as the “Permitted Redemption Amount”). 
Ordinarily, the Permitted Redemption Amount under the Gate will be apportioned among the redeeming 
Shareholders pro rata in accordance with their relative requested redemption amounts (the “Pro Rata Gate 
Percentages). However, as an accommodation to third party investors, the Seeding Shareholder has agreed 
that for so long as the Seeding Shareholder owns 50% or more of the Net Asset Value of the Fund, other 
redeeming investors collectively will be given priority over the Seeding Shareholder with respect to the first 
50% of the Permitted Redemption Amount under the Gate (the “Priority Gate Allowance”) such that 
redeeming third party investors will be permitted to redeem their pro rata share (based on their relative 
redemption requests) of the greater of their collective Pro Rata Gate Percentages and 50% of the Permitted 
Redemption Amount, not to exceed the amount of their respective redemption requests. By way of example, 
if the Permitted Redemption Amount under the Gate as of a given Redemption Date is $100 and the 
Seeding Shareholder has requested to redeem $900 as of such Redemption Date and third party investors 
have collectively requested to redeem $100 as of such date, the third party investors will be permitted to 
redeem $50 (50% of the Permitted Redemption Amount, which is greater than such investors’ aggregate 
Pro Rata Gate Percentage of 10%, or $10). As a second example, if the Permitted Redemption Amount 
under the Gate as of a given Redemption Date is $100 and the Seeding Shareholder has requested to 
redeem $100 as of such Redemption Date and third party investors have collectively requested to redeem 
$900 as of such date, the third party investors collectively will be permitted to redeem $90 (90% of the 
Permitted Redemption Amount, representing the sum of their Pro Rata Gate Percentages). As a final 
example, if the Permitted Redemption Amount under the Gate as of a given Redemption Date is $500 and 
the Seeding Investor has requested to redeem $900 as of such Redemption Date and third party investors 
have collectively requested to redeem $100 as of such date, the third party investors will be permitted to 
redeem the full amount of their requested redemption amounts, or $100, with the Seeding Investor being 
permitted to redeem the remaining $400 of Permitted Redemption Amount. The Priority Gate Allowance 
will cease to apply if at any point in time the Seeding Shareholder ceases to own at least 50% of the Net 
Asset Value of the Fund, and will not be reinstated unless the Seeding Shareholder makes an additional 
capital contribution to the Fund that causes the Seeding Shareholder to own 50% or more of the Net Asset 
Value of the Fund as of the date of such capital contribution before giving effect to any redemptions as of 
such date by other Shareholders. For the avoidance of doubt, if so reinstated, the Priority Gate Allowance 
will once again cease to apply (and will be subject to further reinstatement) in the circumstances described 
in the previous sentence. 
 

The amount of any unsatisfied redemption requests as a result of the implementation of the Gate on a given 
Redemption Date will be deferred and deemed requested for the next or subsequent Redemption Dates 
(subject always to the Manager’s ability, in its sole discretion, to permit redemptions on other dates), subject to 
the Gate and such other limitations as may be in effect for such Series at such time.   
 
The right to redeem Shares may be suspended in certain circumstances as described under “Suspension of 
Redemptions”.  
 
Shares will be redeemed at their Net Asset Value as of the applicable Redemption Date.  Redemption proceeds 
will be paid to the redeeming Shareholder within 30 days following such Redemption Date, or as soon 
thereafter as is reasonably practicable, subject to a holdback (the “Hold-Back”), whereby up to 10% of such 
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proceeds, in the discretion of the Fund Company Board of Directors in consultation with the Manager, may be 
withheld by the Fund until the completion of the audit for the fiscal year in which the redemption occurs.  The 
Hold-Back otherwise payable upon the completion of the audit may be adjusted to take account of any 
adjustments to the Net Asset Value of the Shares redeemed.  No interest will be paid by the Fund on any Hold-
Back amounts.  

Redemption proceeds typically will be paid in cash by wire transfer of immediately available funds.  In 
extraordinary circumstances, redemption proceeds may be paid in kind in the discretion of the Fund Company 
Board of Directors, including, without limitation, by means of a distribution of an interest in a liquidating trust, 
special purpose entity, segregated account or other vehicle in order to facilitate the liquidation and distribution 
of the Fund’s assets, including in connection with the termination of the Fund. 

Series S Shares and Series E Shares are not redeemable at the option of the holder. 
 
Suspension of Redemptions 
 
The Fund Company Board of Directors may (a) suspend the calculation of the Net Asset Value, (b) suspend the 
right of Shareholders to have their Shares of a given Series or sub-series redeemed and/or (c) postpone the 
date of payment of redemption proceeds with respect to a Series or sub-series of Shares under limited 
circumstances as follows: (a) under circumstances where, in the opinion of the Fund Company Board of 
Directors in consultation with SRILIAC, the disposal of part or all of the Fund’s assets, or the determination 
of Net Asset Value would not be practicable or would be seriously prejudicial to such Fund or its 
Shareholders (or any of them); (b) during any time where any stock exchange, commodities exchange, 
futures exchange or market on which any significant portion of the investments of the Fund are listed, 
quoted, traded or dealt in is closed (other than customary weekend and holiday closing) or trading on any 
such exchange or market is restricted; (c) when a breakdown occurs in any of the means normally employed 
in ascertaining the value of the Fund’s investments or the Net Asset Value of the Fund or the Net Asset Value 
per Share of any class, series or sub-series or when for any other reason the value of any of the investments 
or other assets of the Fund or the Net Asset Value of the Fund or the Net Asset Value per Share of any class, 
series or sub-series cannot in the opinion of the Fund Company Board of Directors reasonably or fairly be 
ascertained; (d) during which the Fund is unable to repatriate, receive or transfer funds required for the 
purpose of making payments due on the redemption or purchase of Shares of the relevant Series or during 
which any transfer of funds involved in the realization or acquisition of investments or payments due on the 
redemption or purchase of Shares of the relevant Series cannot in the opinion of the Fund Company Board 
of Directors be effected at normal rates of exchange; (e) when the business operations of a service provider 
(or their authorized agents) in relation to the operations of the Fund or SRILIAC are substantially interrupted 
or closed as a result of or arising from any act or provision of any present or future law or regulation or 
governmental authority, any act of God or war or terrorism, pestilence, pandemic, insurrection, revolution, 
civil unrest, riots, strikes, accidents, labor disputes, loss or malfunction of utilities or computer software or 
hardware or the unavailability of the Federal Reserve Bank wire or telex or other wire or communication 
facility or otherwise; (f) when, as a result of exchange restrictions or other restrictions affecting the 
repatriation or transfer of funds, transactions on behalf of the Fund are rendered impracticable, or where 
purchases, sales, deposits or withdrawals of any asset of the Fund cannot be effected at the normal rates 
of exchange, as determined by the Fund Company Board of Directors; (g) when the Fund Company or the 
Fund has resolved to wind up; (h) when the Fund Company Board of Directors deems it necessary to do so 
to comply with anti-money laundering or anti-terrorist financing laws and regulations or any other law or 
regulations applicable to the Fund or any service provider, directly or indirectly, in any jurisdiction; or (i) 
when it is not reasonably practicable to accurately ascertain the value of a material portion of the Fund’s 
assets due to factors such as the closure of or suspension of trading on any underlying funds or individual 
investment accounts and segregated accounts.  
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Compulsory Redemptions 
 
The Fund Company Board of Directors, may compel redemption of all or any portion of a Shareholder’s Shares 
(including for these purposes any Series S Shares and Series E Shares) (i) upon 10 days’ prior written notice 
to a Shareholder, at any time for any or no reason, and (ii) at any time without prior notice to the Shareholder 
as necessary to avoid any pecuniary, financial, tax, regulatory, legal or material administrative disadvantage to 
the Fund, the Fund Company, the Shareholders or the Manager.   
 
Segregated Investments 
 
The Fund Company Board of Directors, in consultation with the Manager, may from time-to-time designate 
certain investments as investments in which only Shareholders at the time of such designation will 
participate (“Segregated Investments”).  For example, such a designation may be made if the Fund 
Company Board of Directors, in consultation with the Manager, determines that an investment is or 
becomes illiquid or its value is not readily or reliably ascertainable.  This may occur following a catastrophic 
or other “trigger” event with respect to one or more investments in the Fund’s portfolio that are impacted 
by such events.  The Fund is not required to designate any particular investment as a Segregated 
Investment, even if such investment is impaired or has been the subject of a trigger event. Without limiting 
the generality of the foregoing, the Fund may purchase and hold in its general account the same class of 
bonds or other investments that are also held by the Fund as Segregated Investments. 

The Fund will issue a separate sub-series of Series S Shares in respect of one or more Segregated 
Investments that are designated as of a given date and any hedging instruments related thereto, and a 
corresponding portion of each participating Shareholder’s issued sub-series of its Regular Series of Shares 
will be converted, by way of redemption and subscription, into the number of such sub-series of Series S 
Shares corresponding to the proportional investment of such Shareholder in such Segregated 
Investment(s).  Only those Shareholders holding Regular Shares at the time a Segregated Investment is 
designated will participate in gains and losses of that Segregated Investment through their corresponding 
sub-series of Series S Shares.  For the avoidance of doubt, multiple Segregated Investments and related 
hedging instruments may be designated and tracked in a single sub-series of Series S Shares. For the further 
avoidance of doubt, Series S Shares will not make cash distributions to its Shareholders.  

A Segregated Investment may be sold or otherwise disposed of by the Manager in its sole discretion at any 
time.  At such time as a Segregated Investment underlying a particular sub-series of Series S Shares is 
realized or the Fund Company Board of Directors determines, in consultation with the Manager, that the 
circumstances resulting in the designation of such Segregated Investment no longer apply (e.g., the 
valuation uncertainty with respect to such investment is resolved) (a “Realization Event”), all or a portion (if 
only a portion of the Segregated Investment(s) held in the applicable sub-series of Series S Shares is realized 
or deemed realized) of the applicable sub-series of Series S Shares will be converted, by way of redemption 
and subscription, back into the same sub-series of the Regular Series of Shares, in respect of which the 
Series S Shares were initially issued at the prevailing Net Asset Value per Share of such sub-series at the 
time of conversion.  If a Shareholder has fully redeemed all of its Regular Shares at the time of a Realization 
Event with respect to a sub-series of Series S Shares held by the Shareholder, the Series S Shares will be 
redeemed, less all applicable fees and expenses, as of the last day of a calendar month in which the 
Realization Event occurred.  The net proceeds from such a redemption will be paid within 30 days following 
such month-end or as soon thereafter as is reasonably practicable. 

The issuance of Series S Shares in respect of Segregated Investments will permit the Fund to continue to 
offer Regular Shares despite the material uncertainty concerning the valuation or liquidity of the investments 
classified as Segregated Investments.  Because Segregated Investments will be accounted for separately 
from the Fund’s general portfolio and will not be included for purposes of subscriptions to and redemptions 
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from the Fund’s general portfolio, the uncertainty surrounding the valuation of these investments should not 
materially affect investing or redeeming Shareholders. 

An investor will remain responsible for the future payment of fees, operating expenses and any 
corresponding hedging costs (“Remaining Expenses”) in respect of any Series S Shares owned by such 
investor.  If a Shareholder ceases to hold any Regular Shares, the Fund Company Board of Directors, in 
consultation with the Manager, may withhold a portion of such investor’s redemption proceeds in respect 
of its Regular Shares, as applicable, in an amount reasonably determined by the Manager, but not to exceed 
10%, as a reserve (the “Expenses Reserve”) for the future payment of Remaining Expenses.  The redeeming 
investor will be issued a separate sub-series of Series E Shares to track this reserve for Remaining Expenses.  
No Management Fee (defined below) will be charged on Series E Shares.  Series E Shares will be redeemed 
for cash upon the redemption of all of the investor’s remaining Series S Shares.  

Remaining Expenses attributable to the Series S Shares shall be allocated: (i) firstly to the sub-series of the 
Regular Series of Shares in respect of which the Series S Shares were issued; or (ii) if the holder of the Series 
S Shares no longer holds any Shares of the Regular Series in respect of which the Series S Shares were 
issued, to the Series E Shares held by the holder of the Series S Shares.  To the extent the Expenses Reserve 
does not cover the Remaining Expenses that would otherwise be payable over the duration of the 
Segregated Investment, the Fund Company Board of Directors of the Fund, in consultation with the 
Manager, may in its sole discretion satisfy such fees and expenses from the proceeds otherwise payable to 
the holder of the Series S Shares.  
 
Distributions 
 
At the time of their subscription to the Fund, investors may elect in their Subscription Agreement to receive 
quarterly cash distributions of their pro rata share of the Fund’s net operating income (net of any Fund expenses 
and any taxes paid or withheld from the Fund in connection with the payment of interest or other income from 
the Fund’s investments). Shareholders that elect to receive quarterly distributions will be issued Distributing 
Shares of the relevant Series (i.e. A-D Sharesor Series F-D, as applicable).  Such distributions are subject to 
reasonable reserves for the payment of the Fund’s expenses and other obligations attributable to the 
Distributing Shares, and subject to allocating any required tax withholdings.  Such distributions will generally 
be made within 30 days of each quarter end, or as soon thereafter as is reasonably practicable.  The Fund 
Company Board of Directors may suspend the payment of distributions to the holders of Distributing Shares 
under the same circumstances that redemptions may be suspended, and generally expects to do so during the 
period of the winding up of the Fund. 

A Shareholder may change its election with respect to the receipt of quarterly distributions as of the first day of 
each calendar year upon not less than 60 days’ prior written notice to the Administrator.  Upon the 
effectiveness of any such election, the electing Shareholder’s Series A Shares will be re-designated as Series 
A-D Shares, or vice versa, or the electing Shareholder's Series F Shares will be re-designated as Series F-D 
Shares, or vice versa, as applicable. 

In the discretion of the Fund Company Board of Directors, the Fund may, but generally is not expected to, make 
other distributions in respect of any Series of Shares from time to time.   
 
Neither SRILIAC nor any of its supervised persons accepts compensation (e.g. brokerage commissions) for 
the sale of securities or other investment products. 
 

Item No. 6. Performance-Based Fees and Side-by-Side Management 
 
SRILIAC has not entered into performance fee arrangements with any clients. 
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Item 7.  Types of Clients 
 
SRILIAC provides investment advisory services to pooled investment vehicles and currently has one client 
which is the Fund. Details regarding subscriptions and redemptions in the Fund are discussed above in the 
Fees and Compensation section of this Brochure. 
 

Item 8.  Methods of Analysis, Investment Strategies and Risk of Loss 

 
Investment Strategy and Objective 
 
SRILIAC’s core investment strategy utilizes both a quantitative and experiential process designed to 
evaluate the investment opportunities and construct a portfolio of ILS and other investments (e.g., ILWs and 
catastrophe derivatives) that aims at optimizing risk-adjusted returns. SRILIAC’s investment objective is 
to generate returns for clients through selective investment in ILS, primarily in a global portfolio of Cat 
Bonds, and will also invest in ILWs and catastrophe derivatives. There are no assurances that SRILIAC will 
attain its investment objective. Investing in securities involves risk of loss that clients should be prepared to 
bear. 
 
"ILSs" are financial instruments that transfer the risks of insured events and/or insured losses from insurance, 
reinsurance companies, corporations, and government entities to investors in the capital markets.  
 
"Cat Bonds" are debt securities that transfer the risk of catastrophic and extreme events from insurance 
companies, reinsurance companies, corporations, governments, etc. to the capital markets.  
 
"ILWs" are reinsurance contracts whose payouts are linked to a predetermined trigger of estimated industry 
losses and the protection buyer's insured actual losses.  
 
"Catastrophe derivatives" are over-the-counter derivative contracts whose payouts are linked to a 
predetermined trigger of an index related to catastrophe events (e.g., physical parameters or estimated 
industry losses). 
 
Further to SRILIAC's investment strategy and objective, the Fund's investment objective is to generate 
returns for clients through selective investment in ILS, primarily in a global portfolio of Cat Bonds, and may 
also invest in ILWs and Catastrophe Derivatives. The Fund will gain exposure to certain ILWs and 
catastrophe derivatives through ownership of preference shares or other ILS issued by transformer vehicles 
or fronting carriers, which are third-party operated insurance companies that provide risk-transfer services 
to investors such as the Fund.   

The Fund aims to maintain a risk profile broadly in line with the weighted average risk profile of the Cat Bond 
market. The Manager will attempt to deliver returns through active participation in the ILS markets, and a 
portfolio construction approach rooted on a disciplined risk selection process and relative value analysis, 
while maintaining a diversified risk exposure through investing in a broad range of Cat Bond offerings and 
selective other ILS instruments. 

The Fund will maintain cash reserves as the Manager deems appropriate and may execute foreign 
exchange hedging transactions aimed at minimizing any non-USD exposure. 
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Methods of Analysis 
 
Insurance Linked Securities 
 
SRILIAC evaluates the underlying investment and structural risk of an ILS primarily on the basis of probability 
of loss, peril class, geographic area, liquidity, pricing considerations and other factors.  
 
A three-stage process augments traditional industry techniques for the assessment of ILS, and then 
targets specific allocations of assets to certain investments to achieve an optimized risk/reward:  
   

1. Investment Structure Evaluation: All aspects (special purpose vehicle structure, loss triggers, 
extension event mechanics, collateral vehicles, etc.) of the investment structure of each individual 
ILS are scrutinized to identify possible risk factors.  

2. Event Risk Assessment and Adjustment: The expected loss (EL), probability of attachment, and 
exhaustion probabilities of ILS deals are typically calculated using internal proprietary models in 
conjunction with appropriate third-party models. The Manager evaluates the models and data 
used to make any necessary adjustments in the stated risks for model biases, seasonality and time 
dependent affects.   

3. Securities Pricing Analysis: ILS investments are analyzed using proprietary models for a risk and 
relative value analysis. 

 
The Manager will overlay market judgment on all the preceding stages of evaluation. Factors such as, but 
not limited to, liquidity, expected future issuances, market psychology, and seasonality of market behavior 
will all be taken into account when evaluating the attractiveness of an investment as well as its target 
weighting in a client’s portfolio. 

 
Industry Loss Warranties 

 
SRILIAC evaluates the underlying investment of an ILW primarily on the basis of probability of loss, peril 
class, geographic area, and pricing considerations.  
 
A two-stage process augments traditional industry techniques for the assessment of ILW, and then targets 
specific allocations of assets to certain investments to achieve an optimized risk/reward:  
   

1. Event Risk Assessment and Adjustment: The expected loss (EL), probability of attachment, and 
exhaustion probabilities of ILW transactions are typically calculated using internal proprietary 
models in conjunction with appropriate third-party models. The Manager evaluates the models 
and data used to make any necessary adjustments in the stated risks for model biases, seasonality 
and time dependent affects.   

2. Pricing Analysis: ILW transactions are analyzed using proprietary models for risk analysis and 
relative value analysis in the context of the broader ILW and ILS pricing and trends. 

 
The Manager will overlay market judgment on all the preceding stages of evaluation. Factors such as, but 
not limited to, expected future demand, market psychology, and seasonality of market behavior will all be 
taken into account when evaluating the attractiveness of an investment as well as its target weighting in 
a client’s portfolio. 
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Catastrophe Derivatives 

 
SRILIAC evaluates catastrophe derivatives with the same approach as ILW.  
 
Sustainability Considerations 
 
The Manager is part of the group of companies owned by Swiss Re Group which has a long-standing 
commitment to being a responsible company. Since the UN Sustainable Development Goals (“SDGs”) 
were launched in 2015, Swiss Re Group has continuously refined its approach to using the SDGs 
framework and defining how its business contributes to achieving the goals, exploring how to use its group 
sustainability strategy to further align its activities with the SDGs, and understand related strengths, 
opportunities and risks.   
 
Information relevant to the Manager’s sustainability strategy and investment process relevant to the Fund 
are set out below.  

Pursuant to EU Regulation (EU) 2019/2088 on sustainability-related disclosures in the financial services 
sector (“SFDR”) and especially pursuant to its article 6, the Manager is required to disclose the manner in 
which sustainability risks (as defined below) are integrated into the investment decisions of the Fund and 
the results of the assessment of the likely impacts of sustainability risks on the returns of the Fund. 
“Sustainability risks” means, environmental, social or governance event or condition that, if it occurs, could 
cause an actual or a potential material negative impact on the value of an investment. 
 
For the purposes of SFDR, the Fund does not seek to qualify as a financial product that promotes 

environmental or social characteristics or one that has sustainable investment (as defined in the SFDR) as 

its investment objective. 

Notwithstanding the above, the investments of the Fund do not take into account the EU criteria for 

environmentally sustainable economic activities which are determined by Regulation (EU) 2020/852 of 

the European Parliament and of the Council of 18 June 2020 on the establishment of a framework to 

facilitate sustainable investment, as amended from time to time. 

Consideration of sustainability risks to the Fund are integrated into the investment decision making and risk 
monitoring functions of the Manager to the extent that they represent potential or actual material risks to 
the risk-adjusted returns of the Fund. 

The Fund is exposed to a range of sustainability risks. Among others, these risks include:  

• Environmental risks: These risks can stem from increased frequency and severity of insured claim 
events, particularly acute physical risks related to weather-related perils and natural catastrophes. 
Beyond these acute physical risks, the Fund is also exposed to chronic physical risks arising from 
long-term changes in the climate, such as temperature changes, rising sea levels, biodiversity loss 
or reduced resources availability. These risks can also be related to, and impacted by, the transition 
to a lower‐carbon economy, changes in legislation and regulation related to environmental, social 
and governance (“ESG”) matters, and legal, technology and reputational risks. 
 

• Social risks: These risks can materialize in cases of exposures to events or instances related to 
violations of human rights, social and employee matters, or health and safety conditions. 
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• Governance risks: These risks can arise due to poor anti-corruption and anti-bribery matters, as well 
as inadequate governance around business conduct. 

The impacts following the occurrence of a sustainability risk may be numerous and vary depending on the 
specific risk category and region covered by the Fund’s investments. In general, where a sustainability risk 
materializes in respect of an exposure, there will be a negative impact on, or entire loss of, the value of the 
Fund. As the Fund predominantly invests in ILS that transfer natural catastrophe risk, climate-related risks 
are intrinsic to the product and could potentially have a negative impact on the return of the Fund. 

The Manager will consider sustainability risks, alongside other factors, in the overall investment decisions 
and in the risk monitoring functions to the extent that they represent potential or actual material risks to 
long-term risk-adjusted returns of the Fund. 
 
The Manager will take steps to consider and mitigate the impact of relevant sustainability risks on the Fund. 
These actions include, but are not limited to: 
 

i) quantifying the portfolio’s material risks through the modelling of the probabilistic 
distribution of losses; 

ii) diversifying the portfolio across geography, peril, instrument trigger, and other relevant risk 
characteristics; and 

iii) ensuring that the pricing of the Fund’s investments sufficiently compensates the exposure 
to material risks in expected return.  

The Manager conducts the assessment of the sustainability aspects through a proprietary framework, 
which can leverage external data and tools. This framework may consider sustainability aspects of an 
investment through certain elements, including but not limited to: (i) the sponsor-entity’s ESG 
characteristics, (ii) the underlying subject business or transferred risk of the instrument, and (iii) the 
instrument’s collateral. In addition, article 7 of the SFDR requires transparency at the financial product level 
regarding the consideration of adverse sustainability impacts on sustainability factors defined as 
environmental, social and employee matters, respect for human rights, anti-corruption and anti-bribery 
matters. With respect to article 7 of the SFDR, the Manager does not currently consider the adverse impacts 
of investment decisions on sustainability factors as it is monitoring the development of industry and market 
practices. The Manager will review this position on an ongoing basis, and will update investors in the Fund 
accordingly in the event this position changes. 

The assessment of these sustainability aspects can result in reducing the allocation of a certain investment, 
as well as complete exclusion in cases where the exposure to sustainability risks is deemed high or where 
minimum ESG safeguards, as determined by the Manager, are not met. The Manager also plans to conduct 
diligence and assessment of sustainability aspects to the Fund’s investments on a periodic basis. 

Consideration of sustainability risks of the Fund’s investments may be limited by the availability and 
reliability of information, especially for social or governance events. The Manager may not consider such 
limitations to be inconsistent with achieving the investment objective of the Fund. The Manager also 
expects that, as the Fund continues to develop its sustainability framework, the availability of reliable 
sustainability data will increase. 

 
Risk of loss 

 
Clients following SRILIAC’s ILS investment strategy will experience a number of risks. An investment with 
SRILIAC may be deemed a speculative investment and is not intended as a complete investment program. 
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Such investment program is designed for sophisticated investors who fully understand and are capable of 
bearing the risk of loss.  

 
An investment in the Fund involves a high degree of risk, including the risk of loss of the entire amount 
invested.  The Fund has significant exposure to Cat Bonds and other insurance-linked investments, and 
employs strategies and investment techniques in its investment program with significant risk 
characteristics, including the potential illiquidity of securities and derivative instruments and risk of loss 
from counterparty defaults.  There is no assurance that the Fund’s investment objective will be achieved, 
and results may vary substantially over time.  Performance could be hurt by a number of different risks 
including but not limited to: 

 
General Investment Risk 

Shareholders May Lose Some or All of their Investment in the Shares 
 
An investment in the Shares is highly speculative.  There can be no assurance that a Fund will be successful 
in addressing potential risks, and failure to do so could have a material and adverse effect on the Fund’s 
financial condition and the Fund’s realized return.  As a result, Shareholders may lose some or all of their 
investment. 
 
Exposure to Catastrophes 
 
Unless otherwise provided in a Fund Supplement for a given Fund, the Funds will have substantial exposure 
to losses resulting from natural and man-made disasters and other catastrophic events.  Catastrophes can 
be caused by various events, including hurricanes, earthquakes, hailstorms, explosions, severe winter 
weather, terrorism and fires.  A Fund may also have exposure to non-natural or man-made catastrophes, 
including without limitation, accidents, fires, explosions, terrorism, cyber events and changes in tort awards.  
The occurrence and severity of catastrophic losses are inherently unpredictable and may vary from year to 
year.  Catastrophic events may trigger coverage for multiple policyholders, resulting in multiple claims and 
therefore greater exposure to the Fund.  Consequently, the occurrence of losses from catastrophic events 
is likely to cause a material adverse effect on a Fund’s performance. 
 
Increases in the values and geographic concentrations of insured property and the effects of inflation have 
historically resulted in increased severity of industry losses, and the Manager expects that those factors will 
continue to increase the severity of catastrophe losses in the future.  Moreover, natural climate cycles, or 
climatic change, or both, as well as geological change may increase the severity or frequency of 
catastrophic losses in the future. 
 
The incidence and severity of catastrophes are inherently unpredictable. There is some scientific consensus 
that in recent years, changing climate conditions have added to the uncertainty around the frequency and 
severity of natural disasters (including hurricanes, tornadoes, hail, other storms and wildfires) in certain 
parts of the world.  It is possible that the frequency and severity of natural and man-made catastrophic 
events and the Fund's exposure to these events could increase in the future.  The catastrophe modeling 
tools used to help manage catastrophe exposures are based on assumptions, judgments and data entry 
that are subject to error and may produce estimates that are materially different from actual results.  
Changing climate conditions could cause catastrophe models to be less predictive, thus limiting the 
Manager’s ability to effectively manage those exposures.  
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Correlation with Other Asset Classes 
 
The occurrences of catastrophic events are largely uncorrelated to the factors which influence the global 
equity and bond markets; however, it is possible that a large catastrophe or other covered event could 
adversely impact regional or even global markets.  In addition, because catastrophic events are 
unpredictable, it is entirely possible that the Fund will incur major losses at or about the same time as other 
components of an investor’s portfolio are also declining in value.  
 
Systemic Risk 
 
The financial markets generally are characterized by extensive interconnections among financial 
institutions.  These interconnections may present significant risks to a Fund as the failure or perceived 
weakness of any counterparties has the potential to expose the Fund to risk of loss.  Credit risk may arise 
through a default by one of several large institutions that are dependent on one another to meet their 
liquidity or operational needs, so that a default by one institution causes a sub-series of defaults by the other 
institutions.  This “systemic risk” may adversely affect the financial intermediaries (such as clearing 
agencies, clearing houses, banks, securities firms and exchanges) with which a Fund may interact on a daily 
basis. 
 
Volatility 
 
The Fund may invest surplus cash in highly rated money market funds.  The prices of these securities and 
other financial instruments in which the Funds may invest can be highly volatile in times of systematic 
stress.  Credit and valuation problems in the banking and financial services industries may generate 
extreme volatility and illiquidity in global financial markets. 
 

Risks Related to the Structure, Operation and Management  
of the Fund Company and the Funds 

Limited Operating History 

The Fund Company has limited operating history and the Manager has limited prior experience operating 
or managing a private investment fund platform such as the Fund Company.  .  The past performance of 
proprietary portfolios owned by the Manager or its affiliates are not indicative of the future performance of 
the Manager or any Fund.  There can be no assurance that any Fund will achieve its investment objective.   

Reliance on the Manager and its Key Personnel 

The success of a given Fund depends upon the ability of the Manager to develop and implement investment 
strategies that achieve the investment objectives of that Fund.  No assurance can be given that the Manager 
will be able to do so.  Investors will have no right or power to participate in the day-to-day management or 
control of a Fund, and will not have an opportunity to evaluate the specific investments made by a Fund. 

The ability of the Manager to develop and implement investment strategies that achieve a Fund’s 
investment objective depends in substantial part upon the skill and experience of the key personnel of the 
Manager.  If key personnel were unable to participate in the management of the Manager, a Fund’s business 
and profitability could suffer.  If the Manager were to lose the services of its key personnel, the financial 
condition and operations of a Fund could be materially and adversely affected, which could lead to 
premature termination of the Fund. 



 

 

18  

Professional Liability Risk 

The Manager is not required by law to cover potential professional liability risks resulting from its 
management of the Funds by addition of its own funds or maintenance of appropriate professional liability 
insurance.   

Operational Risk 

The Fund depends on the Manager to develop and implement appropriate systems and procedures to 
control operational risk.  Operational risk arising from mistakes made in the confirmation or settlement of 
transactions, from transactions not being properly booked, evaluated or accounted for or other similar 
disruption in the Fund’s operations may cause the Fund to suffer financial losses, the disruption of business, 
liability to clients or third parties, regulatory intervention or reputational damage.  The Fund relies heavily on 
actuarial, accounting and other data processing systems of third parties.   

If the Fund engages in trading activity, the Fund’s trading orders may not be executed in a timely and 
efficient manner due to various circumstances, including without limitation system failures or human error 
attributable to the Fund, its brokers, the Administrator, agents or other service providers, including the 
Manager.  In such event, the Fund might only be able to acquire, or dispose of, some, but not all, of the 
components of such position, or if the overall positions were to need adjustment, the Fund might not be 
able to make such adjustment.  As a result, the Fund would not be able to achieve the market positions 
selected by the Manager and might incur a loss in liquidating its position. 

Cyber-Security Risk 

Like other business enterprises, the use of the Internet and other electronic media and technology exposes 
the Manager, the Fund and their service providers, and their respective operations, to potential risks from 
cyber-security attacks or incidents (collectively, “cyber-events”).  Cyber-events may include, for example, 
unauthorized access to systems, networks or devices (such as, for example, through “hacking” activity), 
infection from computer viruses or other malicious software code, and attacks which shut down, disable, 
slow or otherwise disrupt operations, business processes or website access or functionality.  In addition to 
intentional cyber-events, unintentional cyber-events can occur, such as, for example, the inadvertent 
release of confidential information.  Any cyber-event could adversely impact the Fund Company, the Funds, 
or the Manager and cause each to incur financial loss and expense, as well as face exposure to regulatory 
penalties, reputational damage, and additional costs associated with corrective measures.  A cyber-security 
breach could also result in the loss or theft of investor data.  A cyber-event may cause the Fund Company, 
the Funds, the Manager or their service providers to lose proprietary information, suffer data corruption, 
lose operational capacity, and/or fail to comply with applicable privacy and other laws.  Among other 
potentially harmful effects, cyber-events also may result in theft, unauthorized monitoring and failures in the 
physical infrastructure or operating systems that support the Fund.  While the Manager has taken steps to 
prevent and mitigate the impact of cyber-events, the nature of malicious cyber-attacks is becoming 
increasingly sophisticated and neither the Fund nor the Manager can control the cyber systems and cyber-
security systems of third-party service providers. 

Limited Resources 

None of the Shareholders, members, officers, directors, managers or incorporators of the Fund Company, 
the Manager, any of their respective affiliates or any other person or entity will be obligated to make any 
payments on behalf of a Fund other than any investment made through the subscription for the Shares 
issued in respect of that Fund.  The amount of funds available to a Fund to pay certain fees and expenses 
may be limited.  In the event that such funds are not sufficient to pay the expenses incurred by the Fund, 
the ability of the Fund to operate effectively may be impaired, and it may not be able to satisfy its financial 
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obligations in a timely manner or defend or prosecute legal proceedings brought against it or that it might 
otherwise bring to protect the interests of the Fund. 

Risk of Third-Party Litigation 

The Fund’s investment activities subject it to the normal risks of becoming involved in litigation by third 
parties.  The expense of defending against claims by third parties and paying any amount pursuant to 
settlement or judgments would, except in certain circumstances, be borne by the Fund and would reduce 
net assets.  The Manager and other Indemnified Parties are indemnified in connection with such litigation, 
subject to certain conditions. 

Possibility of Fraud or other Misconduct of Employees and Service Providers  

Misconduct by employees of the Manager, service providers to the Fund Company or Fund and/or their 
respective affiliates could result in significant losses.  Such misconduct may include binding the Fund to 
transactions that exceed authorized limits or present unacceptable risks, unauthorized trading activities, 
concealing unsuccessful investment activities (which, in either case, may result in unknown and 
unmanaged risks or losses), embezzlement and fraud.  Losses could also result from actions by service 
providers, including, without limitation, failing to recognize trades and misappropriating assets.  The 
Manager has policies and procedures in place designed to mitigate the risk of exposure to misconduct, but 
no assurances can be given that the Manager will be able to identify or prevent misconduct by bad actors, 
whose misconduct could cause significant losses to the Fund. 

Fiduciary Duty to the Fund 

As a general matter, the Fund Company Directors owe certain fiduciary duties to the Fund Company, which 
require them to, among other things, act honestly and in good faith with a view to the best interests of the 
Fund Company as a whole and shall exercise the care, diligence and skill that a reasonably prudent person 
would exercise in comparable circumstances.  In exercising their discretion (including in determining to 
cause the Fund Company, with respect to a Fund, to enter into any Side Letters), the Fund Company 
Directors will act in accordance with such fiduciary duties.  Similarly, the Manager does not owe fiduciary 
duties to the individual Shareholders but rather to the Fund Company taken as a whole. 

Side Letters, Asymmetrical Information and Fair Treatment of Investors 

The Fund Company and the Manager may from time to time enter into Side Letters with certain investors 
that provide for terms of investment in a Fund that are different and more favorable to such investors than 
the terms described in the Memorandum and the relevant Fund Supplement.  Such terms may include, 
without limitation, (i) the waiver, reduction, different calculation or rebate of the fees described in a Fund 
Supplement, (ii) preferential transfer or liquidity rights, including additional redemption dates and waived 
or different redemption notice or lock-up periods, (iii) capacity rights and (iv) undertakings designed to 
protect an investor from violating any applicable statute or regulation.  Side Letters may also be entered into 
with certain investors to provide them with supplemental information and reports that could affect their 
decisions to request redemptions of their Shares.  The granting of a Side Letter to one or more investors in 
a Fund generally will not entitle other investors in that Fund or any other Fund to the same terms.  Except 
as may be required by law and as described in the paragraph below, the Fund Company and the Manager 
are not required to disclose the existence or specific terms of any Side Letters or the identity of any investors 
who have entered into Side Letters with respect to any Fund.  Notwithstanding the foregoing, and to ensure 
fair treatment of all investors in a Fund, no Side Letter may result in a variation of the share rights attaching 
to any class, series or sub-series of Shares of a Fund absent the approval of the holders of that class, series 
or sub-series in accordance with the Bye-laws. 
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When either the Fund Company or the Manager enters into a Side Letter with an investor in a given Fund, 
it will make available such information with respect to such Side Letter to each other investor in such Fund 
as is required by applicable law or regulation.  A written summary of the terms of any such Side Letters, 
together with details of any economic or legal links which an investor may have with a given Fund and/or 
the Manager, is available from the Manager upon written request. 

Broker or Dealer Insolvency 

If the Fund invests in traded securities held by brokers, such securities will generally not be held in the 
Fund’s name and, as such, a failure of any such party is likely to have a greater adverse impact on the Fund 
than if such securities were registered in the Fund’s name.  In the case of a bankruptcy of any such parties, 
the Fund may rank as an unsecured creditor in respect of sums due to it on the margin accounts or 
otherwise.  As a result, the Fund might not be able to recover any of its assets held, or amounts owed, by 
such party, even property specifically traceable to the Fund, and, to the extent such assets or amounts are 
recoverable, the Fund might only be able to recover a portion of such amounts, which recovery could take 
a significant period of time.  Any losses related to the failure to recover, or delay in recovery of, such assets 
or amounts will be borne by the Fund. Prior to receiving the recoverable amount of the Fund’s property, the 
Fund may be unable to trade any positions held by such party, or to transfer any positions and cash held by 
such party on behalf of the Fund.  The risks described above may be exacerbated to the extent the Fund 
holds a large portion of its securities, or posts a large amount of collateral, to a single broker. 
 
Custody Risk 
 
The Fund will maintain custody of its assets with custodians that may not separately segregate such 
customer assets.  Although the Fund will attempt to limit custodial arrangements to custodians that the 
Manager believes are well-established financial institutions and brokerage firms in an effort to mitigate 
custody risks, no assurance can be made that such efforts will be successful. Moreover, a custodian may 
appoint sub-custodians to hold the assets of the Fund.  The custodian may not be responsible for cash or 
assets which are held by sub-custodians, nor for any losses suffered by the Fund as a result of the 
bankruptcy or insolvency of any such sub-custodians.  The Fund may, therefore, have a potential exposure 
on the default of any sub-custodian and, as a result, many of the protections which would normally be 
provided to a fund by a custodian will not be available to the Fund. 
 

Valuation Risk 

The lack of an actively-traded market in certain of the Fund’s investments may create valuation uncertainty.  
The market value of insurance-linked instruments may be expected to exhibit substantial volatility before or 
after the occurrence of a catastrophic or other triggering event on the instrument.  The market price may 
also be affected if rated instruments are downgraded by a rating agency, or if the market experiences limited 
liquidity at any time. 

As insurance-linked instruments are particularly susceptible to sudden substantial or total loss due to, 
among other things, natural, man-made or other catastrophes, Shareholders may subscribe for as well as 
redeem Shares on the basis of a Net Asset Value that is subsequently materially changed as a result of the 
occurrence of a catastrophe or other covered event.  This may result from time to time in certain 
Shareholders, for example, redeeming at a Net Asset Value which falls dramatically soon after the 
redemption due to the occurrence of such event, as well as investors investing at a Net Asset Value which, 
in fact, is understated and gives them a disproportionately larger ownership interest in the Fund. 
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Investors should recognize that it may be difficult to calculate the fair value of a Fund’s positions and new 
investors could be affected by these estimates.  Furthermore, even if fair values are correctly calculated, 
these values may be materially higher or lower than the insurance-linked instruments’ realizable value. 

While the Administrator, in conjunction with the Manager, will calculate Net Asset Value using the 
procedures set forth under “Summary of Terms – Determination of Net Asset Value” in the Fund 
Supplement, this requires that a number of subjective decisions, estimates of loss and assumptions be 
made by the Manager regarding various inputs into the models such as the impact of actual or anticipated 
claims and events on the underlying exposures.  While the Manager believes that the decisions and 
assumptions which are made in the process of determining Net Asset Value will be reasonable, other 
industry participants could reasonably make materially different decisions and assumptions regarding the 
same factors, resulting in materially different net asset values.  There can be no assurance that the value 
determined will be realizable upon disposition of the asset.  Further, the miscalculation of the Fund’s Net 
Asset Value could affect the Net Asset Value of an investor-fund that invests in the Fund. 

Counterparty Risk; Counterparty Credit Risk 

A Fund may have exposure to counterparty risk which is the risk that a counterparty will not settle a 
transaction in accordance with its terms.  Except as provided in a Fund Supplement, the Manager is not 
restricted from dealing with any particular counterparty or from concentrating any or all of its transactions 
with one counterparty. 

Limited Recourse to Counterparties 

The counterparties to many insurance-linked instruments often are thinly capitalized, special purpose 
entities that do not have access to additional capital.  In the event of unanticipated expenses or liabilities, 
such entities may not have the resources available to pay such expenses or liabilities or pay amounts due 
under the instruments.  Any such nonperformance by a counterparty could result in losses for the Fund. 

Legal Issues Related to the Fund Company’s Registration as a Segregated Accounts Company 

The Fund Company is registered as a segregated accounts company pursuant to the Segregated Accounts 
Companies Act 2000, as amended ("SAC Act").  The SAC Act permits a company registered thereunder to 
operate segregated accounts enjoying statutory divisions between accounts.  The effect of such statutory 
division is to protect the assets of one account from the liabilities of other segregated accounts and the 
general account of the segregated accounts company.  The SAC Act sets out rules governing the operation 
of segregated accounts by such registered companies.  The most significant aspect of a segregated 
accounts company is that such a company is able to contract with a creditor or a shareholder so that the 
assets transferred by that person are held by the company in a segregated account solely in respect of the 
liabilities of that account and thus are insulated from any claims of the general creditors or the creditors of 
other segregated accounts.  Though separate from all other segregated accounts and other activities of the 
company, the establishment of a segregated account does not create a legal person distinct from the 
segregated accounts company under Bermuda law. 

The SAC Act enables a segregated accounts company to issue any type of securities which track the 
performance of a particular account, and to pay a dividend or distribution in respect of the securities linked 
to a segregated account, and establishes solvency and liquidation requirements that must be met before 
any dividend or distribution is effected.  In addition, the SAC Act contains provisions governing record 
keeping, the manner in which shares are issued and dividends distributed, accounting standards, the 
appointment of a receiver and winding-up of the company. As to the winding-up of a segregated accounts 
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company, the SAC Act specifically directs the liquidator to observe the legal segregation of accounts and 
apply the assets as intended by the parties. 

The SAC Act has been considered by the Bermuda courts and the principal statutory provisions thereof have 
been confirmed.  However, it is possible that the SAC Act will not be recognized in some jurisdictions or will 
be construed in a manner which is contrary to the intent of the legislation.  If any segregated account assets 
of a segregated accounts company are located in a jurisdiction other than Bermuda and proceedings are 
brought in respect of them in that jurisdiction, it is not known how the courts of that jurisdiction would deal 
with the structure contemplated by the SAC Act, which may be unfamiliar to, and not contemplated by 
applicable corporate, tax, or other law in, such jurisdiction.  More specifically, courts in jurisdictions other 
than Bermuda may not be prepared to accept that creditors in respect of a particular segregated account 
are prevented from gaining recourse to the assets of other segregated accounts, or that respective general 
creditors of a segregated accounts company as a whole do not have recourse to those assets specifically 
designated as segregated account assets.  Similarly, if a liability (e.g., fine or tax) is imposed by a Bermuda 
or other authority on a segregated accounts company, it is unknown how the courts of Bermuda or other 
jurisdictions would impose or distribute that liability as among the respective general account and the 
various segregated accounts. 

If the Bermuda Registrar of Companies removes a segregated accounts company from the register of 
segregated accounts companies due to a material breach of provisions of the SAC Act, the applicable 
segregated accounts company would no longer be able to offer the existing structure (either directly or 
indirectly) to the Funds in the manner contemplated by the Memorandum.  However, the SAC Act provides 
that the rights and obligations of a segregated accounts company with respect to its segregated accounts 
and of any creditor shall be unaffected by the removal, and the powers of such entity with respect to its 
segregated accounts shall continue in respect of such accrued rights and obligations but solely for the 
discharge thereof. 

Lack of Legal Separateness of Classes, Series or Sub-Series of Shares of a given Fund 

The Fund Company may issue various classes, series and/or sub-series of Shares in respect of each Fund.  
These classes, series and sub-series of Shares may have different rights and privileges and may track 
different portfolios of investments as set forth in the Memorandum or any Fund Supplement thereto.  
However, all of the assets of a Fund are available to meet all of the liabilities of every class, series or sub-
series of Shares of that Fund, regardless of the separate class, series or sub-series to which such assets or 
liabilities are attributable.  

Regulatory Risks 

Government Regulation and Changes in Law 

Following the severe global market volatility and dislocations, financial institution failures and defaults, and 
large financial frauds that occurred during and after the financial crisis of 2008 to 2009, US and non-US 
governmental authorities, agencies and representatives have called for financial system and participant 
regulatory reform, including additional regulation of investment funds (such as the Fund) and their 
managers and their activities, and registration requirements, compliance, risk management, and anti-
money laundering procedures, restrictions on certain types of trading (such as equity short sales), 
restrictions on the provision and use of leverage, and the implementation of capital, books and records, 
reporting, and disclosure requirements (including in respect of leverage ratios, risk indicators and short 
sales). 
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Greater regulatory scrutiny may increase the Fund’s and the Manager’s exposure to potential liabilities.  
Increased regulatory oversight can also impose administrative burdens on the Manager, including, without 
limitation, responding to investigations and implementing new policies and procedures.  As a result, the 
Manager’s time, attention and resources may be diverted from the management of the Fund. 

The Fund must comply with various legal requirements, including those imposed by the securities laws, tax 
laws and pension laws in various jurisdictions.  If any of those laws change during the issue of the Shares, 
the legal requirements to which the Fund and its Shareholders may be subject could differ materially from 
current requirements.  It is impossible to predict what, if any, changes in the regulations applicable to the 
Fund, the Manager, the markets in which they trade and invest or the counterparties with which they do 
business may be instituted in the future.  Any such regulation could have a material adverse impact on the 
profit potential of the Fund, as well as require increased transparency as to the identity of the Shareholders. 

Brexit 

The United Kingdom (“UK”) left the European Union (“EU”) (a decision popularly known as “Brexit”) on 
January 31, 2020 subject to a transitional period that ended on December 31, 2020. The UK and the EU 
have agreed the terms of their future trading relationship that took effect from January 1, 2021. 

It is difficult to predict the precise impact of Brexit on the Fund and its investments. Brexit could also lead to 
legal uncertainty and politically divergent national laws and regulations as a new relationship between the 
UK and EU is developed and the UK determines which EU laws to replace or replicate in the future. 
Accordingly, despite the terms of a trade agreement having being reached, the implementation of such 
trade agreement and its enforcement may give rise to significant uncertainties and instability in the financial 
markets and will impact the ability, in particular for UK firms, to provide financial services within and to 
persons in Europe. 

The Fund may invest in the UK and in the EU. In light of the aforementioned risks, the volatility and 
uncertainty caused by the political ramifications of Brexit may adversely affect the value of the Fund’s 
investments. 

Events May Result in Adverse Political, Regulatory and Industry Initiatives 

Unexpected events such as natural disasters, political upheaval, pandemics or terrorist attacks could lead 
to government intervention which could affect the insurance and reinsurance markets.  Government 
regulators are generally concerned with the protection of policyholders to the exclusion of other 
constituencies, including other creditors of insurers and reinsurers.  In addition, over the past several years 
and, in particular since the latter half of 2004, there have been numerous inquiries into insurance industry 
practices by the SEC and U.S. state attorney generals. While the exact nature, timing or scope of possible 
governmental initiatives cannot be predicted, such proposals could have a material adverse effect on the 
Fund’s business, including by: (i) expanding the scope of coverage under existing policies, (ii) regulating 
the terms of insurance and reinsurance policies, and (iii) disproportionately benefiting the companies of one 
country over those of another.  The insurance industry is also affected by political, judicial and legal 
developments that may create new and expanded theories of liability.  Such changes could have a material 
adverse effect on the Fund’s business. 

AIFMD 

One or more of the Funds may be marketed in member states in the European Economic Area (“EEA”) and 
the UK. Under the EU Directive on Alternative Investment Fund Managers (Directive 2011/61/EU) 
(“AIFMD”), each Fund marketed in the EEA will be an alternative investment fund (“AIF”).  For Funds 
marketed in the EEA, compliance with the reporting, filing and other AIFMD requirements including the 
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appointment of a depositary, where required, may result in significant additional costs and may reduce 
returns to investors.  The requirements of AIFMD may change over time and could become more stringent. 
AIFMD could also expose the Manager and/or the Funds to disparate or conflicting regulatory requirements 
under the laws of other jurisdictions.  

Lack of Regulatory Oversight 

Neither the Fund Company nor the Fund will be registered as an investment company under the Investment 
Company Act.  Therefore, Shareholders do not have the benefit of protections afforded by the Investment 
Company Act (which, among other matters, require investment companies to have a majority of 
disinterested directors, require securities held in custody at all times to be individually segregated from the 
securities of any other person and marked to clearly identify such securities as the property of such 
investment company and regulate the relationship between the adviser and the investment company).  The 
Manager is registered as an investment adviser under the Advisers Act however such registration does not 
imply any particular level of competence or expertise on the part of the Manager, or that the SEC has 
evaluated or passed upon the merits of investing in any Fund. 

Additional US Regulatory Considerations 

Certain prospective investors may be subject to US federal and state laws, rules and regulations which may 
regulate their participation in the Fund or their engaging directly or indirectly, through an investment in the 
Fund, in investment strategies of the types which the Fund may utilize from time to time.  Each type of such 
investor may be subject to different laws, rules and regulations and should consult with their own advisors 
as to the advisability and tax consequences of an investment in the Fund.  Investment in the Fund by entities 
subject to ERISA (as defined below) and the Code requires special consideration.  Trustees or administrators 
of such investors are urged carefully to review the matters discussed in the Memorandum. 

Government Sponsored Reinsurance 

The US federal or state government may intervene in insurance markets through the creation of 
government-sponsored reinsurance catastrophe funds, government-sponsored insurers or guarantees for 
catastrophe risk.  Such intervention, or the establishment of government-supported programs offering 
below-market priced insurance, could adversely affect the Fund’s business and financial results. 

Risks Related to the Fund’s Investment Objective and Strategy 

The Fund has significant exposure to natural catastrophic events, and may also have exposure to 
man-made catastrophes. 
 
The Fund has significant exposure to natural and man-made catastrophic events, including, without 
limitation, hurricanes, earthquakes, windstorms, wildfires, severe thunderstorms, winter storms, terrorism, 
conflagration and, in certain cases, cyber. The frequency and severity of catastrophe losses are inherently 
unpredictable and may vary from year to year. The occurrence of losses from catastrophic events is likely to 
cause a material adverse effect on the Fund’s performance. 
 
Increases in the values and geographic concentrations of insured property and the effects of inflation have 
historically resulted in increased severity of industry losses in recent years, and the Fund expects that those 
factors will increase the severity of catastrophe losses in the future.  Moreover, climate cycles, or climatic 
change, or both, as well as geological change may increase the severity or frequency of catastrophic losses 
in the future. 
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The incidence and severity of catastrophes are inherently unpredictable and may vary from year to year. 
Some scientists believe that in recent years, changing climate conditions have added to the unpredictability 
and frequency of natural disasters (including hurricanes, tornadoes, hail, other storms and fires) in certain 
parts of the world and created additional uncertainty as to future trends and exposures.  It is possible that 
the frequency and severity of natural and man-made catastrophic events could increase.  
 
Although the Manager will attempt to manage the Fund’s exposure to such events, a single catastrophic 
event could affect multiple geographic zones and lines of business or the frequency or severity of 
catastrophic events could exceed the Manager’s estimates, either of which could have a material adverse 
effect on the Fund’s investments. 
 
Life and Health Related Insurance Risks 
 
The Fund may invest in Cat Bonds and other ILS with exposure to life insurance policies or other life- and 
health- related risks.  The risks associated with such instruments include, but are not limited to (i) mortality 
risk, which is the risk that the level of death claims may differ from that which was assumed in the pricing 
of reinsurance contracts; (ii) morbidity risk, which is the risk that an insured person will become critically ill 
or disabled; (iii) lapse risk, which is the risk of a fluctuation in the rate that policies are terminated prior to 
their maturity date; (iv) revision risk, which is the risk of adverse variation of an annuity’s amount due to 
revisions of the claims process; and (v) life catastrophe risk, which includes the risk of catastrophic events 
resulting in widespread loss of life, including natural catastrophes such as earthquakes, hurricanes, floods, 
tsunamis and volcanic eruptions, pandemics, and acts of war, terrorism or other man-made events.  The 
Manager will endeavor to ascertain the quality of the business and appropriate pricing for the risks the Fund 
is exposed to. Among other things, these processes rely heavily on underwriting, analysis of mortality and 
morbidity trends, lapse rates, expenses and an understanding of medical impairments and their effect on 
mortality or morbidity. 
 
Mortality, morbidity and lapse experience is expected to fluctuate somewhat from period to period, but 
should remain reasonably predictable over a period of many years. Mortality, morbidity or lapse experience 
that is less favorable than the mortality, morbidity or lapse rates that were used in pricing an ILS will 
negatively affect performance because the premiums received for the risks assumed may not be sufficient 
to cover the claims and profit margin. Furthermore, even if the total benefits paid over the life of the contract 
or instrument do not exceed the expected amount, unexpected increases in the incidence of death or illness 
can cause the relevant (re)insurer to pay more benefits in a given reporting period than expected.   
 

Limited Availability and Reinvestment Risk 

Investments in ILS may be limited, which may limit the amount of assets the Fund may be able to invest in 
ILS. The limited availability of ILS may be due to a number of factors, including seasonal concentration of 
issuances, limited selection that meets the Fund’s investment objective and lack of availability of ILS in the 
secondary market. 
 
Moral Hazard Risk.  
 
ILS are generally subject to one or more types of triggers, including so-called “indemnity-triggers.” An 
indemnity trigger is a trigger based on the actual losses of the ceding sponsor (i.e., the party seeking 
insurance). ILS subject to indemnity triggers are often regarded as being subject to potential moral hazard, 
since such ILS are triggered by actual losses of the ceding sponsor and the ceding sponsor may have an 
incentive to take actions and/or risks that would have an adverse effect on the Fund. 
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Risks Associated with Cat Bonds   

The Fund will primarily invest in a global portfolio of Cat Bonds.  Cat Bonds are a way for insurers, reinsurers, 
corporations and government entities that have risks associated with catastrophe events and disasters as 
well as other insurance risks to transfer those risks to the capital market in securities format.  A typical Cat 
Bond transaction involves the creation of a special purpose vehicle that provides protection to a ceding 
company or counterparty against the risk of specified natural or non-natural catastrophes or events and 
issues floating rate notes, the proceeds of which serve as collateral to secure the special purpose vehicle’s 
obligations.  More specifically, the obligation of the special purpose vehicle to repay principal is contingent 
on the occurrence or non-occurrence of whatever catastrophic or other events are specified by the offering.  
Cat Bonds can provide coverage for a broad array of perils utilizing an indemnity, index, modeled loss or 
parametric trigger.  An investment in Cat Bonds is subject to special risks, including the following: 
 

• Limited Resources of Issuers and Counterparties.  The issuers of Cat Bonds and counterparties 
often are thinly capitalized, special-purpose entities that do not have ready access to additional 
capital.  In the event of unanticipated expenses or liabilities, such entities may not have the 
resources available to pay such expenses or liabilities or the required interest and/or principal on 
their issued securities. Any such nonperformance could result in losses for the Fund. 

 
• Investments of Issuers.  The ability of issuers of Cat Bonds to provide the expected investment 

returns on their issued securities is based in part on such entities’ investments, which may be 
subject to credit default risk, interest rate risk and other risks. 

 
• Regulation.  Entities that issue Cat Bonds may be subject to substantial regulation of their 

insurance and other activities.  Such regulation can lead to unanticipated expenses that may result 
in such an entity being unable to satisfy its obligations, including those related to its issued 
securities.  Conversely, because such entities often are domiciled in non-U.S. jurisdictions, such 
entities may not be subject to the same degree of regulatory oversight to which investors may be 
accustomed to seeing issuers and insurance companies subject in the U.S.  Similarly, because 
such entities often are subject only to the laws of non-U.S. jurisdictions, it could be difficult for an 
investor in such an entity to make a claim or enforce a judgment against the entity or its directors 
or officers. 

 
• Subordination; No Recourse.  Cat Bonds often are subordinated to other obligations of the issuer, 

such as those obligations to a ceding insurer.  Consequently, if such an entity incurs unexpected 
expenses or liabilities in connection with its activities, the entity may be unable to pay the required 
interest and/or principal on its issued securities.  In particular, Cat Bonds are issued without 
recourse.  As a result, if an issuer of a Cat Bond defaulted on its obligations under the Cat Bond, an 
investor would have no recourse to recover any amount of the principal invested to purchase the 
Cat Bond. 

 
• Lower or No Ratings.  Cat Bonds may receive low ratings or be unrated by rating agencies. 

Consequently, such securities may be relatively illiquid and subject to adverse publicity and 
investor perceptions, any of which may act to depress prices. 

 
Risks Associated with ILWs   

The Fund will invest in ILWs, which, by their nature, are exposed to catastrophic risks that can lead to binary 
performance of individual transactions.  Events that trigger most payouts with respect to ILW securities are 
rare and as such the probability of their occurrence over a short time period may be difficult to predict.  In 
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particular, the performance of ILWs depends on determination of industry losses by a recognized third-party 
assessor.  This dependency may cause substantial delays in either releasing the ILW collateral and premium 
funds to the Fund or paying it to the reinsured party, as the third-party assessor may require time to issue 
its findings of industry losses. 

Contracts for ILWs typically contain clauses that allow collateral release upon review of certain loss 
thresholds relative to certain time intervals—the “loss development period.”   

In the discretion of the Manager, the Fund may also purchase ILW’s to hedge against certain insurance risks 
in its portfolio.  As a buyer of protection under an ILW, the Fund will incur the cost of such protection which 
could be significant.  While the Fund may enter into these hedging transactions to seek to reduce risk, such 
transactions may result in a poorer overall performance for the Fund than if it had not engaged in such 
hedging transactions.  Such hedging transactions may not work as intended to mitigate risks, and therefore 
losses may occur notwithstanding that such transactions have been undertaken.  For additional risk 
considerations regarding hedging, see “Hedging” below. 

Illiquidity of Investments 

Cat Bonds and other ILS in which the Fund may invest may have market quotes, but the trading volume 
may be low and pricing correspondingly ineffective. While these ILS generally can be sold at a price, they 
are largely buy-and-hold instruments, and the Fund may require substantial time to enter into or exit a 
position and the amount that could be recognized upon a liquidation may be materially less than its 
theoretical fair value.  If one or more trigger events occur, then, due to the illiquidity of ILS, the Fund’s ILS 
portfolio is more likely to be misvalued.  Liquidity may also be affected by a number of other factors, such 
as whether a covered event has occurred or whether a catastrophe season has passed.  Investors in ILS 
must be prepared to hold these instruments for a lengthy period of time. 

Thinly-Traded Securities 
 
The Fund’s portfolio is expected to include substantial positions (in terms of number of issues and 
percentage of the Fund’s Net Asset Value) where there is only a single broker-dealer, if any, quoting prices, 
which may be preliminary or “soft,” and where any such broker-dealer is affiliated with the issuer of such 
security or with the Manager.  It is not unusual for broker-dealers affiliated with an issuer of a security to 
provide “bid” and “ask” quotations for such security on a preliminary or “soft” basis.  Such preliminary 
quotations may or may not reflect the “bid” or “ask” prices at which such broker-dealer would be willing to 
effect actual transactions.  Broker-dealers unaffiliated with the issuer of such security, if providing quotes, 
may be even less likely to execute transactions (particularly sales transactions by the Fund) at or near 
preliminary quotes. 

In the absence of actual sale transactions, the reliability of preliminary quotes even when multiple broker-
dealers are providing “bid” and “ask” prices may not accurately reflect the price at which the relevant 
securities may be sold.  Additionally, any instruments for which market quotations are not readily available 
may be valued at fair value in accordance with the Fund’s valuation policies.  Prospective investors should 
be aware that situations involving uncertainties as to the valuation of portfolio securities could dramatically 
affect the Fund’s Net Asset Value, particularly where the Fund seeks to sell positions, if the Fund’s or its 
designee’s judgments regarding appropriate valuations should prove incorrect. 

Claims and Coverage 

As industry practices and legal, judicial, social and other environmental conditions change, unexpected and 
unintended issues related to claims and coverage may emerge.  These issues may adversely affect the 
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Fund’s investments in certain ILS and in some instances, these changes may not become apparent until 
such instruments are affected by these changes. 

Reliance on Certain Loss-Related Information  

The determination of losses under many if not all of the insurance-linked instruments in which the Fund will 
invest are based on reports and may be based upon information provided by the issuer of such instruments 
or by an independent source (such as an index).  Where an ILS is based on an index, the source providing 
such index may be under no obligation to correct or update the index in the event of errors or subsequently 
discovered information.  In light of the foregoing, there can be no assurance that relevant information 
provided by outside sources will be accurate, and it may not be economically feasible or efficient for the 
Manager to attempt to verify or challenge such information. 

Counterparty Risk; Counterparty Credit Risk 

Many of the Fund’s investments, and a number of markets in which the Fund invests, will expose it to 
counterparty risk, which is the risk that a counterparty will not settle a transaction in accordance with its 
terms.  Counterparties may be unrated and thinly capitalized. In many cases, transactions with 
counterparties will not take place in regulated exchanges or be cleared by a central clearinghouse. Although 
the Manager will implement risk management policies designed to mitigate counterparty credit risk, a 
default by one or more counterparties could nonetheless occur and could have a materially adverse effect 
on the Fund’s performance.  

Correlation with Other Asset Classes 

The occurrences of catastrophic events, including, without limitation, hurricanes, earthquakes, windstorms, 
wildfires, severe thunderstorms, winter storms, terrorism, conflagration and, in certain cases, cyber, are 
largely uncorrelated to the factors which influence the global equity and bond markets.  However, because 
catastrophic events are unpredictable, it is entirely possible that the Fund will incur major losses at or about 
the same time as other components of an investor’s portfolio are also declining in value.  It is also possible 
that a major catastrophic event or series of events, such as a terrorist attack, a pandemic or a natural disaster 
impacting a major financial center, could adversely impact global financial markets.  

Volatility  

The prices of securities and other financial instruments connected to insurance markets can be highly 
volatile. The Fund invests in these markets on a purely speculative basis.  No assurance can be given that 
the Manager’s speculative investing will result in profitable investments for the Fund or that the Fund will 
not incur substantial losses. 

Hedging 

The Manager is expected to cause the Fund from time to time to engage in spot and forward foreign 
exchange contracts, derivatives, ILWs, options and swaps and other hedging techniques or investments 
designed to hedge against fluctuations in currency exchange rates, interest rates and other risks associated 
with the Fund’s portfolio where such hedging is deemed appropriate by the Manager and available on 
suitable terms.  However, the Manager is not obligated to seek to hedge against actual or perceived risks 
and, where a hedging technique is employed, there can be no guarantee of its success.  Under normal 
market conditions, the Manager does not expect the notional amount of hedges using parametric or 
industry loss indices to exceed 5% of the Fund’s Net Asset Value, measured at the time of investment in any 
such hedging transaction. 
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The success of the Fund’s hedging strategy will depend, in part, upon the Manager’s ability to assess 
correctly the degree of correlation between the performance of the instruments used in the hedging 
strategy and the performance of the portfolio investments being hedged.  Since the characteristics of many 
securities change as markets change or time passes, the success of the Fund’s hedging strategy will also 
be subject to the Manager’s ability to continually recalculate, readjust and execute hedges in an efficient 
and timely manner.  While the Fund may enter into hedging transactions to seek to reduce risk, such 
transactions may result in a poorer overall performance for the Fund than if it had not engaged in such 
hedging transactions.  For a variety of reasons, the Manager may not seek to establish a perfect correlation 
between the hedging instruments utilized and the portfolio holdings being hedged.  Such an imperfect 
correlation may prevent the Fund from achieving the intended hedge or expose the Fund to risk of loss.  The 
Manager may not hedge against a particular risk because it does not regard the probability of the risk 
occurring to be sufficiently high as to justify the cost of the hedge, because it does not foresee the 
occurrence of the risk, or because it does not have sufficient liquid assets available. 

Diversification and Concentration Risks 

The Fund’s actual portfolio investments may differ from its expected portfolio investments.  The Fund may 
not be able or required to diversify its investments, either initially or in the future, and may have a high 
concentration in certain positions.  Accordingly, the Fund’s assets may be subject to greater risk of loss than 
if they were more widely diversified, since the failure of one or a limited number of investments could have 
a material adverse effect on the Fund.  In addition, except as expressly provided herein, there is no restriction 
requiring diversification by industry, country or security type. 

Potential Loss of Investment 

Expected losses may not equal actual losses.  Shareholders may lose all or substantially all of their 
investment in the Fund.  The Fund’s investments, including its investments in seemingly low risk 
investments, could decrease as well as increase in value. 

Availability of Suitable Investment Opportunities 

The activity of identifying, completing and realizing an attractive investment opportunity is highly 
competitive and involves a high degree of uncertainty. The Fund will compete for the acquisition of 
investments with many other investors, some of which may have greater resources than the Fund. Such 
competitors may include other private investment funds, as well as individuals, financial institutions and 
other institutional investors. Additional funds with similar investment objectives may be formed in the future 
by other unrelated parties. In addition, the availability of investment opportunities generally will be subject 
to market conditions, as well as, in some cases, the prevailing regulatory or political climate. Therefore, 
identification of attractive investment opportunities (and in particular, given the Fund’s intention to invest 
primarily in a predefined universe) is difficult and involves a high degree of uncertainty, and competition for 
such opportunities may become more intense. 

The Fund May be Adversely Impacted by Inflation 

The Fund’s investments in Cat Bonds and other ILS may be susceptible to the effects of inflation. The steps 
taken by governments in responding to the COVID-19 pandemic, and the costs of such actions, have 
contributed to inflation, including increases in labor and supply costs. The rate of inflation may also be 
impacted by geopolitical events, including the war in Ukraine and related sanctions policies, causing the 
price of oil, gas and other commodities to increase, which could further increase supply and labor costs.  
Inflation may also result in the increase of claims and losses following covered events, and greater valuation 
uncertainty with respect to the Fund’s investments.  
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Interest Rate Risk 

The returns associated with the floating-rate securities in which the Fund will invest will be affected by 
changes in interest rates.  In the event the Fund invests in fixed rate securities, changes in interest rates 
could cause the value of such securities to decline.  The Manager may hedge against such fluctuations in 
value but is not obligated to do so.  In the event that the Manager does hedge against such fluctuation, there 
is no guarantee that the hedge will be successful. 

Currency Risk With Respect to Investments in Non-U.S. Issuers and Instruments 

The Fund may invest in the securities of non-U.S. issuers and other instruments denominated in non-U.S. 
currencies, the prices of which are determined with references to currencies other than the U.S. dollar.  The 
Fund, however, values its securities and other assets in U.S. dollars.  Investments that are denominated in a 
non-U.S. currency are subject to the risk that the value of a particular currency will change in relation to one 
or more other currencies.  Among the factors that could affect currency values are trade balances, the level 
of short-term interest rates, differences in relative values of similar assets in different currencies, long-term 
opportunities for investment and capital appreciation, and political developments.  The Fund may seek to 
hedge its non-U.S. currency exposure by, among other things, investing in currencies or forward currency 
exchange contracts, but there is no assurance that such strategies will be implemented, and if 
implemented, will be effective.  The Fund may also enter into unhedged transactions as part of the 
investment program of the Fund. Consequently, such investments may increase the risk to investors of 
losing all or a substantial portion of their investment. 

Derivative Instruments Generally 

The Fund may use various derivative instruments, including options, futures, forward contracts, swaps and 
other derivatives, which may be volatile and speculative.  Depending upon the characteristics of the 
particular derivative and the portfolio as a whole, the use of derivatives may involve risks different from, or 
possibly greater than, the risks associated with investing directly in securities or more traditional 
investments.  Certain derivative positions may be subject to wide and sudden fluctuations in market value.  
Derivatives, especially over-the-counter derivatives engaged as a privately negotiated contract against a 
principal counterparty, may be subject to adverse valuations reflecting the counterparty’s marks (or 
valuations), which might not correspond to the valuations of other market or exchange-traded instruments.  
Derivatives used for hedging purposes may not correlate perfectly with the underlying investment sought 
to be hedged.  Derivative instruments may not be liquid in all circumstances, so that in volatile markets the 
Fund may not be able to close out a position without incurring a loss.  Trading in derivative instruments can 
result in large amounts of leverage, which may magnify the gains and losses experienced by the Fund and 
could cause the Fund’s net asset value to be subject to wider fluctuations than would otherwise be the case.  
While derivatives used for hedging purposes can reduce or eliminate losses, such use can also reduce or 
eliminate gains.  When the Fund uses derivatives as an investment vehicle to gain market exposure, rather 
than for hedging purposes, any loss on the derivative investment will not be offset by gains on another 
hedged investment.  Derivatives may also entail investment exposures that are greater than their cost would 
suggest, meaning that a small investment in derivatives could have a large potential impact on the Fund’s 
performance.  The Fund is therefore directly exposed to the risks of the derivatives in which it invests.  
Derivatives may not be available to the Fund upon acceptable terms.  As a result, the Fund may be unable 
to use derivatives for hedging or other purposes.  Also, the market for many derivatives is, or suddenly can 
become, illiquid, which may result in significant, rapid, and unpredictable changes in the prices for 
derivatives. 
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Swap Agreements 

The Fund may enter into swap agreements.  Swap agreements are individually negotiated and can be 
structured to include exposure to a variety of different types of investments, instruments or market factors.  
The Fund may invest in catastrophe swaps, in particular.  Catastrophe swaps provide protection to a 
counterparty against the occurrence of relatively unlikely to occur events through a series of fixed, 
predefined payments which are exchanged for a series of floating payments whose values depend on the 
occurrence of a triggering event.     

Depending on how they are used, swap agreements may increase or decrease the overall volatility of the 
Fund’s portfolio.  The most significant factor in the performance of swap agreements is the change in the 
factor or factors that determine the amounts of payments due to and from the Fund, such as the occurrence 
of a triggering event (in the case of catastrophe swaps), or a change in interest rates, currency values or 
equity values.  If a swap agreement calls for payments by the Fund, the Fund must be prepared to make 
such payments when due.  In addition, if a counterparty’s creditworthiness declines, the value of swap 
agreements with such counterparty can be expected to decline, potentially resulting in losses by the Fund. 

Forward Trading 

The Fund may engage in forward trading.  Forward contracts and options thereon, unlike futures contracts, 
are not traded on exchanges and are not standardized; rather, banks and dealers act as principals in these 
markets, negotiating each transaction on an individual basis.  Forward and “cash” trading is substantially 
unregulated; there is no limitation on daily price movements and speculative position limits are not 
applicable.  The principals who deal in the forward markets are not required to continue to make markets in 
the currencies or commodities they trade and these markets can experience periods of illiquidity, 
sometimes of significant duration.  There have been periods during which certain participants in these 
markets have refused to quote prices for certain currencies or commodities or have quoted prices with an 
unusually wide spread between the price at which they were prepared to buy and that at which they were 
prepared to sell.  Disruptions can occur in any market traded by the Fund due to unusual trading volume, 
political intervention or other factors.  The imposition of controls by governmental authorities might also 
limit such forward trading to less than that which the Manager would otherwise recommend, to the possible 
detriment of the Fund.  Market illiquidity or disruption could result in major losses to the Fund. 

Exposure to Terrorism and Political Upheaval 

There is a risk of terrorist attacks throughout the world, potentially causing significant loss of life and 
property damage and disruptions in global markets.  Events such as acts of terrorism, acts of war, nuclear 
accidents and other incidents related to political instability and social upheaval are often unforeseen. These 
incidents are inherently unpredictable, both in relation to frequency and to severity of losses.  It is difficult 
to predict the timing of such events with statistical certainty.  Economic and diplomatic sanctions may be 
in place or imposed on certain states, and military action may be commenced.  The impact of such events 
is unclear but could have material adverse effects on general economic conditions and market liquidity. 
 

The Fund could be adversely affected by unanticipated increases in the severity or frequency of 

claims 

The Fund may be exposed to changes in the severity or frequency of insurance claims following a 
catastrophe or other loss event.  Changes in homeowners claim severity can be driven by inflation in the 
construction industry, in building materials and in home furnishings and by other economic, legal and 
environmental factors, including increased demand for services and supplies in areas affected by 
catastrophes, market conditions and prevailing attitudes toward insurers and the claims process.  For 
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example, there are often temporary increases in the cost of building supplies and construction labor after a 
significant catastrophe event (for example, so called “demand surge” that causes the cost of labor, 
construction materials and other items to increase in a geographic area affected by a catastrophe).  
Although third-party catastrophe models typically include a function that seeks to account for the effects of 
demand surge, such function can be unreliable since it is highly subjective and based on very few historical 
data points.   

In addition, changes in litigation trends in catastrophe exposed states or regions could also impact the 
frequency and severity of insurance claims.  For example, in recent years, the Florida property and casualty 
insurance market has been subject to increased claims related to assignment of benefits and other 
increased litigation trends.  An assignment of benefits is a legal tool that allows a third party to be paid for 
services performed for an insured homeowner who would normally be reimbursed by the insurance 
company directly after making a claim. Many assignment of benefit agreements allow the contractor to 
stand in the shoes of the homeowner for insurance collection purposes. Some argue that this kind of legal 
arrangement allows unscrupulous contractors to overinflate or submit improper claims, causing legal 
battles between the contractor and the insurance company, with the homeowner left largely out of the 
picture.  These and other factors, which are inherently difficult to predict, may result in increased insurance 
claims following a catastrophe or other loss event, which could have a material and adverse effect on the 
performance of the Fund’s investments. 

The Fund’s results depend in large measure upon the extent to which actual claims experience is consistent 
with the assumptions that it uses in setting the prices for its products and in establishing its loss reserves, 
and it faces risks that its loss reserves may prove to be inadequate to cover its actual loss experience.  To 
the extent loss reserves may be insufficient to cover actual losses, the Fund may experience a reduction in 
its profitability, including operating losses and reduction of capital. 

Events may result in political, regulatory and industry initiatives, which could adversely affect the 
Fund’s business 

Unexpected events such as natural disasters or terrorist attacks could lead to government intervention 
which could affect the insurance and reinsurance markets.  Government regulators are generally concerned 
with the protection of policyholders to the exclusion of other constituencies, including other creditors of 
insurers and reinsurers.  In addition, over the past several years and, in particular since the latter half of 
2004, there have been numerous inquiries into insurance industry practices by the U.S. Securities and 
Exchange Commission and state attorney generals. While the exact nature, timing or scope of possible 
governmental initiatives cannot be predicted, such proposals could have a material adverse effect on the 
Fund’s performance, including by:  

• providing insurance capacity in markets and to consumers that the Fund targets; 

• requiring the Fund’s participation in industry pools and guaranty associations; 

• expanding the scope of coverage under existing policies; 

• regulating the terms of insurance and reinsurance policies; or 

• disproportionately benefiting the companies of one country over those of another. 

The insurance industry is also affected by political, judicial and legal developments that may create new 
and expanded theories of liability.  Such changes could have a material adverse effect on the Fund’s 
performance. 



 

 

33  

Global climate change could adversely affect the Fund’s performance  

Climate change, solar flares, eruption of volcanoes, natural climate variability (such as El Niño / La Niña 
patterns) and other events to the extent any one of these produces changes in weather patterns may 
increase the frequency and severity of weather-related natural catastrophes.  For example, due to changing 
climate conditions, there may be an increase in the frequency and intensity of wildfires and flooding and 
other weather-related perils in various geographic areas.  Due to significant uncertainty associated with 
future changing climate conditions the Manager is unable to predict the impact climate change will have 
on the Fund’s performance. 

Modeling and loss estimates are inherently subjective and imprecise, and modeling data may be 
inaccurate or incomplete 

Projections utilized in constructing and evaluating the Fund’s portfolio of risks are based in part on 
information taken from third parties and from financial, actuarial and stochastic models, and on certain 
significant assumptions.  Many of the assumptions, inputs or data used in these models may be based on 
estimates that have not been verified or audited and which may be unreliable.  Many insurance or 
reinsurance risks are inherently unpredictable, and the output of the models is dependent upon the quality 
and accuracy of the data and assumptions used.  Both the underlying factors driving risks and the theory to 
account for risks change over time, and models must be expected to change as well.  There is a risk that 
such factors change and that a model does not.  In addition, the underlying contracts may be exposed to 
risks that are not captured or are not captured effectively by the models.  Failures or inadequacies in 
modeling could lead to results differing materially from the projections. 

Projections are subject to considerable uncertainty, particularly during periods of softening pricing and 
expanding coverage terms.  There is often a divergence of views among market participants concerning 
the outlook for markets within the insurance and reinsurance industry, and the assumptions in the financial 
and stochastic models may differ in material respects from those of other industry participants or 
commentators.   

Estimates of future losses incurred in relation to insurance contracts are based on reviews of historical data, 
experience and judgment.  These estimates are based on long-term trends of insurance losses and, in some 
cases, estimates of appropriate prudence margins.  These estimates may fail to take account of short- or 
long-term cyclical or other trends, or of potential correlations between loss events affecting different lines 
of business.  Due to, among other things, a lack of information and uncertainty or error in extrapolating from 
reported information, models and estimates of losses from catastrophes or other insured invents may be 
materially different from actual losses. In the event that future losses occur that are not in line with estimates, 
this could result in results differing materially from the projections. 

No representation or warranty regarding the accuracy or completeness of any information received from 
third parties and used in loss modeling can be made.  The results of such modeling and estimates are not 
to be viewed as facts or forecasts of future occurrences of catastrophes or other insured events, and should 
not be relied upon as a representation of the future value of an investment in the Fund. 

COVID-19 and the volatility in the global financial markets could adversely affect the Fund 

In early 2020, an outbreak of a novel coronavirus disease (COVID-19) began to spread widely and 
aggressively throughout the world including in Asia, Europe and the United States. This outbreak is 
unprecedented in modern history and has disrupted the global economy and financial markets, including 
the insurance and reinsurance markets.  On March 11, 2020, the World Health Organization declared the 
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outbreak to be a pandemic, and on March 13, 2020, the President of the United States declared the 
outbreak to be a national emergency.   

The COVID-19 pandemic has had a major impact on the global economy and financial markets, and has 
resulted in government authorities implementing numerous measures to try to contain the virus, such as 
travel bans and restrictions, quarantines, social distancing, shelter in place or total lock-down orders and 
business limitations and shutdowns. Though some government authorities have relaxed these travel and 
in-person restrictions, it is not possible to estimate the severity of the virus or the length and impact of 
government mitigation actions in response thereto, including as a result of the availability of vaccines, but 
the pandemic has significantly increased economic uncertainty, both globally and in the markets in which 
the Fund participates, and future pandemics or new variants of the virus may impact current market 
conditions.  

In addition, COVID-19, including potential emerging claim and coverage issues with respect to business 
interruption and other losses, may have an unforeseen impact on the insurance and reinsurance markets, 
and in particular on the rate of premiums and losses suffered by the industry. For example, the COVID-19 
crisis prompted regulatory actions, including regulatory guidance in a number of US states in respect of 
temporary policyholder leniency, and legislative proposals in respect of policy exclusions and retroactive 
business interruption coverage.   

 
There are currently ongoing unresolved litigation and regulatory discussions challenging whether issuers 
(and, by consequence, reinsurers) should be responsible for business interruption losses from insured’s 
policies caused by COVID-19, notwithstanding their requirement of “physical damage” and other policy 
limitations.  The Fund may invest in Cat Bonds and other ILS with exposure to life and health related 
insurance risks, the performance of which could be adversely affected by the current and future pandemics.  
Significant losses on these positions may result due to an increase in mortality over an annual period 
associated with a rapidly spreading virus (either within a highly populated geographic area or on a global 
basis) with a high mortality rate.  Mortality risk from pandemics can accumulate across cedants and 
geographies and may be difficult to mitigate through diversification within the risk class. 

Additionally, pandemics, such as COVID-19, could negatively affect the Fund by exacerbating covered 
losses from other perils or increasing the risk of “trapped collateral” under collateralized contracts. For 
example, pandemics could result in increased losses as loss adjusters may be prevented from accessing 
premises due to social distancing measures, leading to elevated uncertainty and delays in the assessment 
of claims and determining case reserves. Moreover, if loss adjusters cannot access damaged buildings, 
insurers may be forced to use alternative tools, which may make accurate damage assessment more 
difficult. Loss adjusters and repair workers might be in short supply if some are unwilling or unable to access 
premises, which could lead to higher costs of workers and delays, which in turn could possibly cause more 
damage (like increased mold damage if not attended to quickly). 

The COVID-19 crisis continues, and the ultimate toll of the pandemic in terms of lives lost, societal 
dislocations, business activity, economic growth, broader costs to society and industry losses remains 
highly uncertain. Many pandemic-related developments interact with long-term trends and outlooks, 
including the impact of persistent low yields on the insurance industry.  It also remains to be seen how 
public-private partnership initiatives may evolve to address future pandemics. 

Given the unprecedented scale and unique coverage and claim issues of the COVID-19 pandemic, the Fund 
cannot predict such matters or their effect on the insurance or reinsurance markets generally or on the value 
or performance of the Fund. 
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Risks related to the Terms of the Fund 

Limited Operating History 

The Fund Company, the Fund, and the Manager are recently organized entities and therefore have a limited 
operating history upon which to evaluate their management teams, past results and potential performance.  
The past performance of other investment vehicles with exposure to risks similar to those comprising the 
Fund’s investments is not necessarily indicative of the future performance of the Fund.  There can be no 
assurance that the Fund will achieve its investment objective.   

Limited Liquidity; No Market for Shares 

An investment in the Fund is a relatively illiquid investment because Shares are not generally transferable 
and the redemption rights of Shareholders are restricted and may be suspended in certain circumstances 
for an indefinite period. In addition, the distribution of redemption proceeds may be delayed in certain 
circumstances and transfers of Shares may be affected by restrictions on resales imposed by federal and 
state securities laws.  The Shares will not be registered under the Securities Act or any state securities laws 
and may not be transferred unless registered under applicable federal and state securities laws or unless 
an exemption from such laws is available.  The Fund Company has no plans, and is under no obligation, to 
register the Shares under the Securities Act or any state securities laws.  No market exists for the Shares, 
and none is expected to develop.  Therefore, the Fund is not intended as a complete investment program 
and is designed only for persons who are able to bear economic risk of investment and are sophisticated 
persons in connection with financial and business matters who do not need liquidity with respect to their 
investments. 

Possible Effect of Substantial Redemptions 

Substantial redemptions may result in significantly reduced Fund assets.  A reduction of assets may cause 
the Fund’s expense ratios to increase, and may result in a decision to prematurely liquidate the Fund.  
Significant redemption requests for a given Redemption Date may also trigger the Gate, whereupon 
redemption requests in excess of the Gate will not be permitted and will be deferred to one or more future 
Redemption Dates.  A redeeming investor may therefore be forced to remain invested in the Fund for an 
indefinite period of time.  During this time, the investor will continue to have exposure to the Fund’s 
investment program and related risks. 

Compulsory Redemptions 

The Fund Company Board of Directors, may compel redemption of all or any portion of a Shareholder’s Shares 
(i) upon 10 days’ prior written notice to a Shareholder, at any time for any or no reason, and (ii) at any time 
without prior notice to the Shareholder as necessary to avoid any pecuniary, financial, tax, regulatory, legal or 
material administrative disadvantage to the Fund, the Fund Company, the Shareholders or the Manager.  An 
investor may therefore have a less than optimal exposure to insurance-linked risks following a compulsory 
redemption and may have an unexpected and undesirable level of exposure to cash which may be difficult 
or costly to redeploy into favorable investment opportunities. 

Distributions in Kind   

Although distributions in kind are not expected in the ordinary course, if distributions are made of assets 
held by the Fund in lieu of cash, the amount of any such distribution will be accounted for at the fair market 
value of such assets as determined in accordance with procedures set forth herein and in the Memorandum.  
An independent appraisal generally will not be required and is not expected to be obtained.  Assets 
distributed in kind may not be readily marketable or disposable, and Shareholders therefore must be 



 

 

36  

prepared to bear the risks of owning such assets for an indefinite period of time (and to incur costs and 
expenses in connection with any disposition thereof).  In addition, there can be no assurance that the value 
of such assets as determined in accordance with procedures set forth herein and in the Memorandum will 
ultimately be realized.   

Segregated Investments 

The Fund Company Board of Directors, in consultation with the Manager, may from time to time designate 
certain investments as Segregated Investments.  For example, such a designation may be made if the Fund 
Company Board of Directors, in consultation with the Manager, determines that an investment is or 
becomes illiquid or its value is not readily or reliably ascertainable.  This may occur following a catastrophic 
or other “trigger” event with respect to one or more investments in the Fund’s portfolio that are impacted 
by such events. For the avoidance of doubt, the Fund Company Board of Directors may designate certain 
investments as Segregated Investments without notice or consent of any of the Shareholders.   

 
Substantial Fees and Expenses  

The Fund will be subject to substantial fees and expenses.  These expenses will be incurred regardless of 
whether the Fund is profitable. 

Non-Voting Shares 

The Shares that are issued to Shareholders, including Series S Shares, do not carry the right to vote.  
Consequently, Shareholders will not have any control over the management of the Fund or the appointment 
and removal of the Fund Company Directors and service providers.  As described in the Memorandum and 
the Bye-laws, the holder of the Management Share or the holder of the Ordinary Share, as applicable, will 
have the authority to appoint and remove the Fund Company Directors and only the Fund Company Board 
of Directors may terminate the services of the Administrator, the Manager, the Custodian and other agents 
of the Fund.  In addition, the Manager has a contractual right under the Investment Management 
Agreement to appoint a Fund Company Director and this has been reflected in the Bye-laws. The 
Shareholders themselves will not have any rights under any of the investments, including the ILS in which 
the Fund participates.  An investment in the Fund should be regarded as a passive investment. 

Continuous Offering of Shares 

Additional subscriptions to a given Series of Shares will dilute the indirect interests of existing investors in 
the Fund’s portfolio related to such Series prior to such subscriptions, which could have an adverse impact 
on such interests if future investments under-perform the prior investments. 

Item 9.  Disciplinary Information 
 
SRILIAC and its employees have not been involved in any legal or disciplinary events in the past 10 years 
that would be material to a client’s evaluation of the company or its personnel. 
 

Item 10.  Other Financial Industry Activities and Affiliations 
 
SRILIAC's business activities involve investment management services to pooled investment vehicles.  The 
Manager is not registered nor does it intend to register, in each case, as a broker-dealer, futures commission 
merchant, commodity pool operator, or commodity trading adviser.   
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The majority of SRILIAC's management persons are not registered or intending to register as a registered 
representative or associated person of the aforementioned entities.    Two members of SRILIAC Board of 
Directors are associated persons of an affiliated broker-dealer, Swiss Re Capital Markets Corporation 
(SRCMC), with one individual serving as the SRCMC Financial and Operations Principal and the other 
individual serving as a member of the SRCMC Board of Directors.   
 
SRCMC, Swiss Re Capital Markets Limited, Swiss Re Insurance-Linked Investment Management Ltd and 
Swiss Re Capital Markets Europe S.A. (the “Placement Agents”) are affiliates of the Manager and have been 
engaged by the Fund Company to act as placement agents or sub-placement agents for the Fund and will 
oversee and facilitate the marketing of the Fund in permitted jurisdictions.  Any compensation paid to 
Placement Agents with respect to the placement of Shares will be paid by SRILIAC, or alternatively will be 
paid by the Fund and offset against current and future Management Fees payable to SRILIAC.  If the Fund 
terminates before such fees and expenses are fully recovered by the Fund, then SRILIAC shall reimburse 
the Fund for such unrecovered fees and expenses.  
 
SRCMC also engages in Cat Bonds brokerage for clients and investors, and SRILIAC expects to transact on 
behalf of the Fund with SRCMC for the purchase and sale of Cat Bonds in the primary and secondary 
markets. SRILIM also engages in investment advisory activities, is based in Switzerland and is registered 
with the SEC as an exempt reporting adviser.   
 
Swiss Re is a reinsurance company based in Switzerland and an affiliate of SRILIAC.  Swiss Re is a sponsor 
of ILS and that issues Cat Bonds through a special purpose vehicle.  SRILIAC will invest on behalf of the 
Fund in Cat Bonds sponsored by Swiss Re where such investment is deemed appropriate based on 
SRILIAC's evaluation of the investment and in accordance with the investment guidelines provided for in 
the investment management agreement. 
 
Swiss Re Ltd ("SRL") is a holder of the Management Share in the Fund Company and has 100% voting 
rights for so long as (i) there are no Participating Shares in issue or (ii) the holder of the Management Share, 
together with its Affiliates, owns Participating Shares representing 50% or more of the Net Asset Value of 
the Fund. If the holder of the Management Share, together with its Affiliates, owns Participating Shares 
representing less than 50% of the Net Asset Value of the Fund Company then the voting rights attached to 
the Management Share will automatically be suspended. If subsequently the holder of the Management 
Share, together with its Affiliates, acquires Participating Shares representing 50% or more of the Net Asset 
Value of the Fund Company, then voting rights will automatically be reinstated. 

For so long as SRILIAC and its affiliates collectively own 50% or more of the Net Asset Value of the Fund's 
Shares, then, upon the termination of the Investment Management Agreement, SRL, as the management 
shareholder shall have the right to approve any succeeding manager to the Fund.  Absent the approval by 
the management shareholder of a succeeding manager to the Fund within thirty (30) days following the 
termination of this Agreement, the Fund shall be wound up and liquidated as soon as reasonably practicable 
thereafter. Pending such approval, the Manager shall, unless otherwise prohibited by law, continue to 
manage the assets of the Fund and shall assist with the orderly liquidation and winding up of the Fund. 

At any general meeting, SRL, as the holder of the Management Share (so long as it owns 50% or more of 
the New Asset Value of the Fund), may authorise the Fund Company Board of Directors to fill any vacancy 
in their number left unfilled at a general meeting, provided that the Board composition includes a 
representative of SRILIAC. The Investment Manager shall be entitled to propose nominees for election as a 
director of the Fund Company to fill any vacancy in their number. SRILIAC has the right to appoint one 
Director to the Fund Company Board of Directors and SRL, as the holder of the Management Share (so long 



 

 

38  

as it owns 50% or more of the New Asset Value of the Fund), when electing the Fund Company Board of 
Directors, is able to vote its Management Share so as to elect such person to the Fund Company Board of 
Directors as is proposed by SRILIAC.  
 
SRILIAC shares office space and other resources with other companies in the Swiss Re Group.  SRILIAC's 
parent company, Swiss Re Ltd, is a publicly traded corporation based in Zurich, Switzerland. Swiss Re Ltd 
is one of the world's leading providers of reinsurance, insurance and other forms of insurance-based risk 
transfer, and outsourcing services. These services are provided through direct and indirect subsidiaries with 
some services which are offered through various Swiss Re Ltd affiliated companies. 

Item 11.  Code of Ethics, Participation or Interest in Client Transactions and Personal 
Trading 

 
SRILIAC has adopted a Code of Ethics and Personal Securities Transaction Policy pursuant to Rule 204A-1 
under the Investment Advisers Act of  1940 that is predicated on the principle that SRILIAC owes a fiduciary 
duty and responsibilities to its clients, and sets forth our procedures related to personal securities 
transactions of our supervised persons with access to client information (the "Code").    We require all 
employees to adhere to the highest standards with respect to any potential conflicts of interest with Clients 
and to notify the Chief Compliance Officer, or designee, promptly about any practice that creates, or gives 
the appearance of, a material conflict of interest.  Therefore, SRILAC endeavors to maintain current and 
accurate records of all personal securities accounts and transactions of its employees in an effort to monitor 
all such activity.  
 
All employees are required to act in accordance with all applicable federal and state regulations governing 
registered investment advisory practices. SRILIAC's Code further includes the firm's policy prohibiting the 
misuse of material non-public information. Any individual not in observance of the above may be subject to 
discipline.  Violations of the Code are subject to sanction, including reprimand, restricting trading privileges, 
reducing employees’ discretionary bonus, if any, potential reversal of a trade made in violation of the Code 
or other applicable policies, suspension, or termination of employment. 
 
SRILIAC’s Personal Securities Transactions policies and procedures are reasonably designed to mitigate 
any potential material conflicts of interest associated with employees’ personal trading activities that may 
run contrary (or appear to run contrary) to the best interest of clients. Generally, employees may not 
purchase or sell ILS instruments of any kind and must seek pre-approval from the Chief Compliance Officer, 
or designee, for certain other transactions. 
 
We require that all Access Persons, as that term is defined in SRILIAC's Code, provide annual securities 
holdings reports and quarterly transaction reports to the firm's Chief Compliance Officer. All Access Persons 
must acknowledge the Code terms at least annually. We require these Access Persons also to obtain 
approval from the Chief Compliance Office prior to investing in any IPOs.  Investments in private placements 
or an employee’s participation in an outside business activity must be pre-approved by Compliance. Certain 
of our employees who, in connection with job functions, make or participate in making recommendations 
regarding the purchase or sale of securities or who have real-time knowledge of such recommendations, 
are held to more stringent standards when placing trades in personal accounts.    
 
Additionally, SRILIAC employees are subject to firm-wide policies and procedures found in the Swiss Re 
Group's Code of Conduct that sets forth, among other things, restrictions regarding confidential and 
proprietary information, information barriers, information security, privacy and data protection, private 
investments, outside business interests and personal trading, gifts and entertainment. All Swiss Re Group 
employees, including SRILIAC employees, are required to acknowledge that they have read, understand, 
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are in compliance with and agree to abide by the Code of Conduct’s terms as a condition of continued 
employment.   
 
SRILIAC’s Code of Ethics and Swiss Re Group's Code of Conduct are available for review and will be 
provided to any client or prospective client upon request via the contact information noted on the front of 
this brochure. 
 
Participation or Interest in Client Transactions 

Investments in Cat Bonds issued by Swiss Re or an SR Affiliate 

The Fund aims to maintain a risk profile broadly in line with the weighted average risk profile of the Cat Bond 
market. In furtherance of this objective, the Fund will invest in Cat Bonds sponsored by various insurance 
and reinsurance companies, including Cat Bonds sponsored by Swiss Reinsurance Company Ltd. or its 
direct and indirect wholly owned subsidiaries and branches ("SR Affiliates"). The Manager will have a 
conflict of interest when determining whether to invest in the primary offering of a Cat Bond sponsored by 
a SR Affiliate ("SR Cat Bond"). In particular, the Fund and other purchasers of the SR Cat Bond will assume 
a risk of loss on their principal and interest if a loss payment is triggered under the bond structure for the 
benefit of the applicable SR Affiliate. SR Cat Bonds can be structured using a variety of triggers, including 
indemnity triggers (which are based on the actual losses of an SR Affiliate), index triggers (such as based 
on industry losses reported by a third-party index) or other forms of loss triggers. In addition, the 
participation of the Fund in the primary offering of an SR Cat Bond could provide increased market support 
and impact the pricing of the coupon of the bond and, therefore, lower the reinsurance premium that the 
applicable SR Affiliate is required to pay to the market.  

To mitigate the conflicts of interest associated with the Fund investing in SR Cat Bonds, the Fund has 
implemented certain investment restrictions related to its investment in SR Cat Bonds as described below:  

• Not more than 10% of each individual class of Cat Bonds sponsored by a SR Affiliate will be 
purchased by the Fund in a primary offering.   

• Under normal market conditions, no more than 10% of the Net Asset Value of the Fund can, 
in aggregate, be invested in a primary offering of Cat Bonds sponsored by a SR Affiliate, 
measured at the time of each respective investment in such Cat Bond. 

In addition, the Fund also has the following investment restrictions: 

• Not more than 10% of each individual class of Cat Bonds sponsored or transformed by an SR 
Affiliate will be purchased in total by the Fund in primary or secondary offerings.  

• Not more than 40% of each individual class of Cat Bonds structured or placed by an SR Affiliate will 
be purchased in total by the Fund in primary or secondary offerings.  

The 10% and 40% limits expressed in the two preceding bullets shall be subject to increase in the event 
that the Seeding Shareholder’s shareholding of the Fund’s Shares decreases. The increase in the 
percentages in the restrictions shall be calculated by dividing the 10% or 40% limit, as applicable, by the 
percentage of the Fund’s Shares owned by the Seeding Shareholder. 

For the purpose of the foregoing investment restrictions, a Cat Bond is deemed to be (i) “sponsored” by an 
SR Affiliate where an SR Affiliate has ceded its own insurance risk to the Cat Bond issuer, (ii) “ transformed” 
by an SR Affiliate where an SR Affiliate acts as a transformer with respect to the Cat Bond issuance in that 
it assumes insurance risk from a third party insurer and then transfers that risk to the Cat Bond issuer, (iii) 
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“structured” by an SR Affiliate where an SR Affiliate, acting in its capacity as a broker, is the arranger and 
initial purchaser with respect to the Cat Bond offering and (iv) “placed” by an SR Affiliate where an SR 
Affiliate, acting in its capacity as a broker, is not the arranger or initial purchaser with respect to the Cat 
Bond issuance but acts as a placement agent.  

The reference to “normal market conditions” herein includes but is not limited to market conditions that are 
unaffected by shocks, including major catastrophic events or a series of lesser events, that have a material 
impact on the value or liquidity of assets in the market, and/or by significantly heightened market volatility 
due to unusual financial market distress.  

Investments in Cat Bonds for which an SR Affiliate Acts as Underwriter or Placement Agent 

SRILIAC will have a conflict of interest when investing on behalf of the Fund in Cat Bonds for which an SR 
Affiliate acts as an underwriter or placement agent and receives fees in connection with such services.  The 
amount of such fees will typically be as determined between the SR Affiliate and the Cat Bond issuer, which 
may be an SR Affiliate, negotiated at arms-length, and will often be based on a percentage of the total 
principal amount of bonds placed into the market, including bonds purchased by the Fund.  The Fund will 
participate in transactions brokered by an affiliated broker where SRILIAC determines that such transaction 
is in the best interests of the Fund in light of its investment objective.   
 
The Placement Agents for the Fund will have a conflict of interest when recommending the Fund to 
investors given that the Placement Agents, or other SR Affiliates, will act as underwriters or placements 
agent for certain Cat Bonds in which the Fund invests.  By raising capital for the Fund, the Placement Agents 
will be indirectly supporting their own or their affiliates’ underwriting activities for these Cat Bond issuers.  
The Placement Agents also have a conflict of interest when recommending the Fund to investors due to the 
Placement Agents’ affiliation with the Manager, which receives compensation based on the Net Asset Value 
of the Fund. 

 
Investments in Cat Bonds for which an SR Affiliate Acts as ILS Broker 

SRILIAC will have a conflict of interest when investing on behalf of the Fund in Cat Bonds for which an SR 
Affiliate acts as ILS broker in a secondary market transaction.  ILS brokers typically receive a fee or 
commission for executing a secondary market Cat Bond transaction, and where SRILIAC purchases or sells 
the Cat Bond through an SR Affiliate the Fund may be charged a fee or commission associated with the 
transaction.  SRILIAC's investment process and brokerage practices dictate the ILS broker selected for Fund 
transactions in the secondary ILS market consistent with acting in the best interests of the Fund. 
 
Manager use of Swiss Re proprietary models and underwriting tools 
 
SRILIAC utilizes risk models and other underwriting tools provided by Swiss Re within its investment process 
and for the purpose of conducting portfolio management activities. The Manager's use of any such model 
or tool aids in the Manager's independent evaluation of the portfolio and each investment in the Fund.  The 
Manager pays Swiss Re for the use of risk models and investment tools and such fees are not charged as 
an expense of the Fund.  
 
Manager and Fund use of ILS Indicative Pricing Information Created by an SR Affiliate 
 
A common practice of ILS brokers is to create and distribute to clients indicative pricing information on ILS 
trading in the secondary market. The Manager and the Fund regularly receive this information from ILS 
brokers, including an SR Affiliate, and such data contributes to portfolio management activities and to the 
Fund valuation methodology. 
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The Manager and the Fund are not charged for receiving this information from any ILS broker, including the 
SR Affiliate. Specific to the indicative pricing created and distributed by the SR Affiliate, the Manager has 
no involvement in or influence over the pricing process. The Fund uses the indicative pricing information 
from both the SR Affiliate and from non-affiliated ILS brokers consistent with the Fund Company valuation 
policy.   

Item 12.  Brokerage Practices 
 
Refer to the disclosures above regarding SRILIAC’s use of Swiss Re affiliated broker dealers for primary and 
secondary transactions.  
 
Generally, in choosing broker-dealers to execute client transactions, SRILIAC evaluates a number of factors, 
including but not limited to: 1) the broker-dealer’s expertise with respect to the volume and size of  the 
transaction; 2) the broker-dealer’s ability to provide liquidity in the desired security or other instrument 
traded; 3) the financial strength, integrity and stability of the broker-dealer or counterparty; and 4) the ability 
to effect prompt and reliable executions at favorable prices  (including the applicable dealer spread or 
markup/markdown, if any). 
 
SRILIAC may receive ILS market information from broker-dealers and affiliates with which it directs trading. 
However, research services received from broker-dealers are supplemental to SRILIAC’s own research 
efforts and, when utilized, are subject to internal analysis before being incorporated by SRILIAC into its 
investment process. The receipt of proprietary research from broker-dealers is not generally a factor 
considered in selecting broker-dealers for the execution of client transactions. 
 
“Soft Dollars” Practices  
 
SRILIAC does not presently use client brokerage commissions to generate credits to purchase brokerage or 
research services. Certain broker-dealers with whom SRILIAC executes trades in pursuit of best execution 
may share unsolicited proprietary research (research created or developed by the broker-dealer), but 
SRILIAC does not take such research into account when selecting broker-dealers to execute transactions. 
 
Trade Errors 
 
Trade errors (“Trade Errors”) occur from time to time in connection with SRILIAC's management of client 
accounts. SRILIAC has policies and procedures that address identification and handling of Trade Errors, 
consistent with applicable standards of care and any relevant offering documents or client agreements.  
SRILIAC generally makes its determinations regarding Trade Errors pursuant to its policies and procedures. 
 
If SRILIAC makes an error while placing a trade for a client, SRILIAC will seek to correct the error promptly 
in a way that mitigates any losses. SRILIAC will bear any costs associated with correcting any error. If 
SRILIAC makes a trade error resulting from an employee’s gross negligence, willful misconduct, or fraud, 
SRILIAC will ensure that the trade error is corrected as soon as practicable in a manner designed to minimize 
any losses. Other trade errors will generally be borne by the respective clients, unless otherwise agreed to 
in the investment advisory agreement. Gains associated with any trade error shall be retained by the 
affected Client(s).  The Company will generally not net gains and losses associated with multiple errors 
related to separate investment decisions, but gains and losses stemming from an interrelated set of errors 
may generally be netted. 
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Item 13.  Review of Accounts 
 
All client accounts are reviewed regularly and, in any event, at least quarterly. In addition to a quarterly 
review, accounts may be reviewed periodically due to, among other things, availability of investment 
opportunities (both primary and secondary), changes to or modification of portfolio risk profiles, or changes 
to available client capital. Account reviews are generally performed by SRILIAC’s Chief Investment Officer.  
 
The Fund will distribute to its Shareholders monthly account statements. The Fund will also provide 
estimates of potential realized losses in the Fund following certain catastrophic events. Such estimates may 
remain highly uncertain for a period of time until loss reports for the affected underlying securities are 
finalized.  The Fund may also distribute periodic newsletters and other reports regarding the Fund’s 
investments. Within 120 days after its fiscal year end, or as soon thereafter as is reasonably practicable, 
the Fund will also distribute an annual financial report of the Fund audited by the Fund’s independent 
auditors. Performance information and other reports may be disseminated via electronic mail or through 
the use of a secure website. 
 
Subject to the Fund Company Director’s and the Manager’s fiduciary duties to the Fund, the Fund Company 
Directors and/or the Manager may, in their sole discretion, agree to provide certain Shareholders with 
additional or different information than that provided to the Shareholders generally, including as necessary 
to comply with a Shareholder’s due diligence inquiries or special reporting requirements. Further to the 
foregoing, in order to facilitate compliance with Swiss Re’s financial reporting and similar obligations, the 
Fund will provide Swiss Re with position level detail, including position level performance information, on 
the Fund’s portfolio.  

Item 14.  Client Referrals and Other Compensation 
 
SRILIAC does not compensate any person for client referrals. All of its income is derived from  investment 
advisory services, specifically the Management Fees. 
 
As noted above, Placement Agents who are affiliated with SRILIAC have been engaged by the Fund 
Company to act as placement agents for the Fund and will oversee and facilitate the marketing of the Fund 
in permitted jurisdictions.  Any compensation paid to Placement Agents with respect to the placement of 
Shares will be offset against current and future Management Fees payable to SRILIAC.   

Item 15.  Custody 
 
With respect to the Fund, SRILIAC will comply with Rule 206(4)-2 under the Advisers Act (the “Custody 
Rule”) by requiring that (i) the Fund be subject to an audit at least annually by an independent public 
accountant that is registered with, and subject to regular inspection by, the Public Company Accounting 
Oversight Board and (ii) the Fund distribute its audited financial statements to the Shareholders of the Fund  
within 120 days of the end of the Fund’s fiscal year end.  

Item 16.  Investment Discretion 
 
SRILIAC manages client portfolios on a discretionary basis, subject to the investment guidelines or 
restrictions that are specified in the investment management agreement with the Fund. SRILIAC has the 
authority to determine the investments to be bought and sold and the amount and price of the investments 
to be bought or sold without obtaining client consent to specific transactions. 
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SRILIAC manages the Fund on a discretionary basis. 

 

Item 17.  Voting Client Securities 
 
As applicable, SRILIAC will vote proxies in the best interests of its clients and make that determination on 
a case-by- case basis. A record of all proxy votes will be maintained and made available to clients upon 
request by contacting the Chief Compliance Officer.  

 

In the event that we would vote proxies on behalf of the Fund, we may retain a third-party service provider 
to manage the proxy process, to provide proxy recommendations or guidelines, to cast votes, to respond to 
client requests for the policy or voting information, and/or to keep and maintain records required under the 
policy. Sub-advisers will be added or removed from the third-party service as applicable. 

 
SRILIAC will make available a copy of its Proxy Voting policies and procedures upon request. 

 

 Item 18.  Financial Information 
 
SRILIAC has never filed for bankruptcy and is not aware of any financial condition that is expected to  affect 
its ability to manage client accounts. 


