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19,591,772.66 93.42
1,379,032.64 6.58
20,970,805.30
7 I’ 1 i
¢ 2260 ; 00.00
(2019 )

116,490.11| 156.55 18,236,350.53 | 168.18 | 19,591,772.66 | 93.42

O <BEMW> 417 I0—/ U b AMFA T TAFVFLFIF-NAA=NEF R TP ROEA EUER (2019268 £BE)

[t EROER RiTHh m | EE ) ERME | EANE %)
1 | ABJA INVESTMENT 5.45% 01/24/28 LHR—N il 5450 |2028% 1 8248| 235
2 | VEDANTA RESOUR 6.125% 0B/09/24 TEUR Hl 6125 |20z4E 8 AOH| 191
3 | GREENKO INVEST 4.875% 08/16/23 LR H 4875 |2023F 8 R1EE 1.80
4 | CHINA EVERGRAND 8 T5% 06/28/25 i | ) iR 8750 (20266 A2BH| 173
5 | GLOBAL A&T ELECT 85% 01/12/23 i 1 ) 4l 8500 |2oza&1 g128| 1563
& | PUMA INTERMATI 5.1 25% 10/06/24 Pk e il 5125 |2024FI08 68| 152
7 | FULLERTON HEALTHCAR V/R /PERP/ TR B | 7000 [216VSIOAEE] 140
B | GREENKO DUTCH B & 26% 07/24/24 F A Hin 5260 |2024F T H248| 1.39
g | LODHA DEVELOPERS 12% 03/13/20 E-LrR #E | 12000 |[20202# 3H138| 138
10 | EHI CAR SERVIC 5875% 08/14/22 oy 1 ) Hil 5875 |20225 86148 129
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2019
(2012 N 8,356 901 103.12 11,115
10,309 1,111 109.45 11,798

(2013 ) ’ ; ’
(2014 N 8,797 948 103.89 11,198
(2015 N 7,773 838 102.57 11,056

2 77 . 1
(2016 ; 6,285 6 98.05 0,569
(2017 ; 5,710 615 104.43 11,257
7 424 101.92 1

(2018 N 3,929 01.9 0,986
3,515 379 99.88 10,766

(2019 ) ’ ’
2018 3,711 400 97.89 10,552
3,589 387 97.25 10,483
3,534 381 97.47 10,506
10 3,425 369 94.47 10,183
11 3,382 365 93.41 10,069
12 3,327 359 93.57 10,086
2019 3,444 371 96.85 10,439
3,450 372 97.74 10,535
3,515 379 99.88 10,766
3,502 377 99.76 10,753
3,284 354 98.64 10,632
3,250 350 99.41 10,715
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(2012 ) 10,330 1,113 106.97 11,530
(2013 ) 13,348 1,439 101.02 10,889
19,184 2 .01 271

(2014 ) 9,18 ,068 86.0 9,
1 2 1 . 467
(2015 ) 6,98 ,830 60.00 6,46
2,37 4 1.72 7
(2016 ) 32,375 3,490 5 5,575
(2017 ) 55,325 5,963 62.07 6,691
(2018 ) 21,904 2,361 57.09 6,154
(2019 ) 17,139 1,847 46.67 5,031
2018 17,819 1,921 47.94 5,167
16,148 1,741 43.35 4,673
16,638 1,793 44 .67 4,815
10 17,312 1,866 46.43 5,005
11 16,495 1,778 43.99 4,742
12 16,561 1,785 44.09 4,752
2019 18,191 1,961 48.41 5,218
17,490 1,885 47.42 5,111
17,139 1,847 46.67 5,031
16,966 1,829 46.14 4,973
16,766 1,807 45.74 4,930
17,021 1,835 47.06 5,073
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(2012 ) 3,691 398 110.22 11,881
(2013 ) 4,521 487 117.73 12,690
107 100.11 10,791

(2014 ) 3,10 335 00 0,79
2,1 2 1. 7

(2015 ) ,186 36 81.98 8,83
7 78. 482

(2016 ) 3,509 378 8.69 8,48
(2017 ) 2,100 226 82.83 8,928
(2018 ) 1,186 128 81.04 8,735
(2019 ) 1,076 116 72.67 7,833
2018 1,073 116 75.12 8,097
1,036 112 72.51 7,816

1,139 123 72.63 7,829

10 1,076 116 68.85 7,421

11 1,095 118 70.06 7,552

12 1,056 114 67.57 7,283

2019 1,117 120 72.40 7,804
1,057 114 71.27 7,682

1,076 116 72.67 7,833

705 76 71.88 7,748

686 74 69.87 7,531

699 75 71.24 7,679
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2019
1.60 172.46
4.80 517.39
4.80 517.39
4.80 517.39
4.80 517.39
4.80 517.39
4.10 441.94
4.00 431.16
2018 0.30 32.34
0.30 32.34
0.30 32.34
10 0.30 32.34
11 0.30 32.34
12 0.40 43.12
2019 0.40 43.12
0.40 43.12
0.40 43.12
0.40 43.12
0.40 43.12
0.40 43.12
4.80 517.39
11.20 1,207.25
9.60 1,034.78
11.40 1,228.81
8.60 926.99
7.90 851.54
6.50 700.64
4.20 452.72
2018 0.40 43.12
0.40 43.12
0.40 43.12
10 0.30 32.34
11 0.30 32.34
12 0.30 32.34
2019 0.30 32.34
0.30 32.34
0.30 32.34
0.30 32.34
0.30 32.34
0.30 32.34
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2.80 301.81

8.40 905.44

6.40 689.86

6.00 646.74

5.30 571.29

4.80 517.39

3.70 398.82

3.60 388.04

2018 0.30 32.34
0.30 32.34

0.30 32.34

10 0.30 32.34

11 0.30 32.34

12 0.30 32.34

2019 0.30 32.34
0.30 32.34

0.30 32.34

0.30 32.34

0.30 32.34

0.30 32.34

SRONE
TN LT A7I33 BEN: A753=3 |
104~ UDHEE 1O8L ) OARE \OME ) DR

o o BN EER
%1 aHES 160 W1 anEs 460 W1 RtER 280
WeEHEE 480 W2aHER 11.20 WZaHTe 840
WIgHEE 480 WIENER 860 WIEH=E G40
WamHER 4 B0 WARHER 11.40 WA sHER &00
WS wIEH 480 5 R 860 W5 RIEE 530
WeaHER 4.80 WoRHER T20 e EHES 480
WTERHEE 410 ®WTEMER 650 W7 EMER aTo
WERMEm 400 waRNER 420 W8 attEm 380
BEERK 3370 BREXERH 84 20 BEEXRH 41.00

2019
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2011 22 2012 31 4.72
2012 2013 31 10.79
2013 2014 31 ~0.69
2014 2015 31 3-35
2015 2016 31 0-27
2016 2017 31 11.40
2017 2018 31 1.%2
2018 2019 31 1.92
2011 22 2012 31 .77
2012 2013 31 4.91
2013 2014 31 ~-36
2014 2015 31 ~16.99
2015 2016 31 0-53
2016 2017 31 35.29
2017 2018 31 2-45
2018 2019 31 ~10.90
2011 22 2012 31 13.02
2012 2013 31 14.43
2013 2014 31 -9.53
2014 2015 31 -12.12
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2015 2016 31 2-45

2016 2017 31 11.36

2017 2018 31 2-31

-5.89

2018 2019 31
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190,376 109,340 81,036
(190, 376) (109, 340) (81,036)
64,592 51,441 94,187
(64,592) (51,441) (94,187)
26,183 35,698 84,672
(26,183) (35,698) (84,672)
11,776 20,660 75,788
(11,776) (20, 660) (75,788)

8,525 20,210 64,103
(8,525) (20,210) (64,103)
8,740 18,168 54,675
(8,740) (18,168) (54,675)
3,725 19,847 38,553
(3,725) (19,847) (38,553)
2,759 6,114 35,198
(2,759) (6,114) (35,198)
150,752 54,182 96,570
(150,752) (54,182) (96,570)
91,627 56,060 132,137
(91,627) (56,060) (132,137)
123,028 32,130 223,035
(123,028) (32,130) (223,035)
99,380 39,365 283,050
(99, 380) (39, 365) (283,050)
358,526 15,589 625,987
(358,526) (15,589) (625,987)
284,665 19,279 891,373
(284, 665) (19,279) (891,373)
245,873 753,569 383,677
(245,873) (753,569) (383,677)
31,160 47,581 367,256
(31,160) (47,581) (367,256)
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57,662 24,174 33,488
(57,662) (24,174) (33,488)
43,319 38,403 38,404
(43,319) (38,403) (38,404)
4,058 11,425 31,037
(4,058) (11,425) (31,037)

800 5,170 26,667
(800) (5,170) (26,667)
20,525 2,602 44,590
(20,525) (2,602) (44,590)
12,065 31,300 25,355
(12,065) (31,300) (25,355)
0 10,718 14,637

(0) (10,718) (14,637)
1,400 1,225 14,812
(1,400) (1,225) (14,812)
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2019
)

cayman@intertrustgroup.com

30
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5,000 3.30 3.00
5,000 5 1.65 1.50
5 10 1.10 1.00
10 0.55 0.50

2019 10
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2,500
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(b)
© 150
)
90
©
90
(2)2022 31
(b)
©

2,500
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131

23 103

UFJ
107.79
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2019 31

19,545,924 2. 106,855 20,741,579 2,235,735
2,166 233
110 12
1,040,000 112,102
175,324 18,898
8,738 942
21,967,917 2,367,922
120,716 13,012
8,579 925
62,630 6,751
11,047 1,191
9,856 1,062
6,918 746
4,154 448
3,682 397
3,406 367
1,841 198
807 87
368 40
600 65
234,604 25,288
21,733,313 2,342,634
1,076,432 116,029
17,141,033 1,847,632
3,515,848 378,973
21,733,313 2,342,634
14,812
367,256
35,198
72.67 7,833
46.67 5,031
99.89 10,767
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2019 31

21,263 2,292
21,263 2,292
133,404 14,380
61,337 6,612
44,468 4,793
41,133 4,434
31,330 3,377
22,234 2,397
21,729 2,342
17,708 1,909
13,492 1,454
4,447 479
4,103 442
4,447 479
399,832 43,098
(378,569) (40,806)
183,291 19,757
(2,847,196) (306,899)
(2,663,905) (287,142)
586,053 63,171
117,338 12,648
703,391 75,819
(1,960,514) (211,324)

(2,339,083) (252,130)
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2019 31

(378,569) (40,806)
(2,663,905) (287,142)
703,391 75,819
(2,339,083) (252,130)
(1,769,869) (190,774)
(1,180,204) (127,214)
(5,289, 156) (570,118)
27,022,469 2,912,752
21,733,313 2,342,634
1,400 31,160 2,759
(1,225) (47,581) (6,114)
175 (16,421) (3.355)
98,420 1,579,949 279,412
(88,675) (2,451,700) (597,610)
9,745 (871,751) (318,198)
10,609 170,303 30,118
(9,558) (264,269) (64,416)

1,050 (93,966) (34,299)
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2019 31
81.05 57.10 101.93
(1.24) (0.80) (1.64)
(3.54) (5.43) 3.60
(4.78) (6.23) 1.96
(3.60) (4.20) (4.00)
72.67 46.67 99.89
8,736 6,155 10,987
(134) (86) @7
(382) (585) 388
(515) (672) 211
(388) (453) (431)
7,833 5,031 10,767
(5.80) (10.72) 2.14
1,076,432 17,141,033 3,515,848
(116,029 ) (1,847,632 ) (378,973 )
1.80 1.80 1.78
(1.70) (1.71) (1.69)
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2019 31
90.6
90.6
18,496,950 118,583 90.6 19,692,605
19,692,605
4.8
4.8
4.8
JPMorgan Chase & Co.
1.68% due 04/01/19 1,048,974 4.8 1,048,974
1,048,974
1,048,974
1,048,974 1,048,974
19,545,924 95.4 20,741,579
4.6 991,734
100.0 21,733,313
2019
AUD N.A. 1,511,696 26 usb 1,074,233 110 - 110
2019

BRL N.A. 66,317,829 26 usb 17,137,238 - (120,716) (120,716)
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2019 31
21.12
)
2019
26 CNY 48,724,660  USD 7,259,003 (8,900) (1,880)
2019
26 IDR 103,040,440,374  USD 7,232,320 (18,412) (3,889)
2019
26 INR 501,063,496  USD 7,228,597 (22,934) (4,844)
2019
26 BRL 186,458,399  USD 48,181,518 (338,068) (71,400)
AUD
BRL
CNY
IDR
INR
UsD
N.A. 110 (120,716) 120,606 -
110 (120,716) 120,606 -
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2019 31

2011
2011
22 2022 31

FASB
946

2018 2019 31

GAAP
GAAP

Q)]
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®) GAAP

60

GAAP
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2019 31
2019 31
- - - 19,692,605 19,692,605
- 1,048,974 - - 1,048,974
- 1,048,974 - 19,692,605 20,741,579
- 110 - - 110
- (120,716) - - (120,716)
*
*%
2019 31
©
4,500,000
10,954,471
®
®
2019 31
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53,779
1,568,434
147,656
1,769,869
)
©)
Q)
2019 31
) ASC 815-10-50
a) b)
c)
2019 31
ASC 815
2019 31
ASC 815
*
110

(120,716)
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2019 31
ASC 815

(2,847,712)

117,338

2019 31

*
19,205
1,106,776
17,993,594

2019 31 N.A.
1,040,000

2018 12 28 2019
31

2011 22
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FIL
FASB
946

2017 12 30 2018 12 28
12

GAAP
GAAP

Q)

@

®
©) 150 ()

®

60
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GAAP
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©
2018 12 28
Q)
2018 12 28
Q)
)
)
)

)

)
)
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2018 12 28

6) ASC 815-10-50
a) b)
c)

ASC 815

Q)

O]
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2019 31

Q)]

3.00

625

®

Q)

®)

©

©)
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1986
30
740
50
2019 31
2019 31
Q)]
0.02
22,500 0.01 2019
31
®
0.01 10 2019 31
© 0.01 15

2019 31
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©) 10,000
2019 31
(E) 0.185
2019 31
®
0.20 2019 31
0.02
2019 31
©)
0.60
2019 31
0.10
2019 31
Q)
) ) )
) ) )
2017 2017-08
310-20 ( ASU
2017-08 )
ASU 2017-08
ASU 2017-08 2019 12 15 2020 12 15
2018 2018-13
ASU 2018-13
ASU 2018-13 2019 12 15
ASU 2017-08 ASU 2018-13
10
2019 29

2019 2019 29 401,907
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2018 31

27,033,682 2,913,961
26,424,080 2,848,252
1,504 162
350,000 37,727
27,385,186 2,951,849
237,944 25,648
68,648 7,400
14,148 1,525
9,116 983
8,915 961
7,982 860
7,532 812
4,362 470
2,358 254
912 98
800 86
362,717 39,097
27,022,469 2,912,752
1,186,295 127,871
21,906,629 2,361,316
3,929,545 423,566
27,022,469 2,912,752
14,637
383,677
38,553
81.05 8,736
57.10 6,155
101.93 10,987
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2018 31

18,957 2,043
18,957 2,043
361,452 38,961
120,484 12,987
111,447 12,013
73,072 7,876
60,242 6,493
49,326 5,317
35,471 3,823
23,700 2,555
21,527 2,320
12,048 1,299
4,131 445
3,057 330
875,957 94,419
(857,000) (92,376)
8,416,055 907,167
(514,953) (55,507)
7,901,102 851,660
(5,903,808) (636,371)
963,750 103,883
(4,940,058) (532,489)
2,961,044 319,171

2,104,044 226,795
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2018 31

(857,000) (92,376)
7,901,102 851,660
(4,940,058) (532,489)
2,104,044 226,795
(6,380,188) (687,720)
(31,837,620) (3,431,777)
(36,113,764) (3,892,703)
63,136,233 6,805,455
27,022,469 2,912,752
- 245,873 3,725
(10,718) (753,569) (19,847)
(10,718) (507,696) (16,122)
- 15,220,523 386,000
(906, 499) (44,480, 282) (2,057,362)
(906,499) (29,259,759) (1,671,362)
- 1,640,620 41,607
(97,712) (4,794,530) (221,763)

(97,712) (3,153,909) (180, 156)
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31
82.83 62.07 104.44
(1.24) (0.86) (1.55)
3.16 2.39 3.14
1.92 1.53 1.59
(3.70) (6.50) (4.10)
81.05 57.10 101.93
8,928 6,691 11,258
(134) (93) (167)
341 258 338
207 165 171
(399) (701) (442)
8,736 6,155 10,987
2.28 2.38 1.52
1,186,295 21,906,629 3,929,545

(127,871 ) (2,361,316 ) (423,566 )

1.52 1.44 1.53
(1.49) (1.41) (1.49)
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2018 31
2018 31
- - 25,377,732 25,377,732
1,655,950 - - 1,655,950
1,655,950 - 25,377,732 27,033,682
- (237,944) - (237,944)
*
*% ( )
2018 31
©
18,500,000
56,227,017
®
®
2018 31
67,265
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2018 31
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2018 31
ASC 815
(237,944)
*
2018 31
ASC 815
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® 0.01 15
2018 31
© 10,000
2018 31
()] 0.185
2018 31
®
0.20 2018 31
0.02 2018 31
@)
0.60
2018 31
0.10 2018
31
©)
() ) ()
() ) )
2016 FASB  ASU 2016-01 ( 825-10):
ASU ASU
2016-01 2017 12 15
10
2018 16
2018 2018 16 1,392,546
2,131,043 826,774
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) -~ Currency Dragon
A Series Trust of Daiwa Discovery Fund Series
(An Open-ended Cayman Islands Unit Trust)

Statement of Assets and Liabilities
March 31, 2019

{Expressed in United States Doliars)

Assats
Investment in Underlying Series Trust and short term investment, at value
(cost $19,545,524) 5 20,741, 579
Cash 2,166
Unrealized appreciation an forward fareign currency contracts 110
Deposits wilh counterparty 1,040,000
Recaivables for
Series Trust units sold 175,324
Investments sold 8,738
Total assets 21,967 917
Liabilities
Unrealized depreciation on farward foreign currency contracts 120,716
Fayables for:
Series Trust units redeemed 8,574
Accrued professional fees 62 630
Accrued distributor's fees 11,047
Accrued printing fees 9 856
Accrued administrator's and fransfer agent’s fees 6818
Accrued custodian's feas 4,154
Accrued management service providing company's fees 3682
Accrued investment manager's fees 3,406
Accrued agent company's fees 1,841
Accrued registration feas 807
Accrued manager's fees 358
Other liabilities 600
Total liabilities 234 604
Met assets ] 21.733.313
ALID Hedge Units 3 1,078,432
BRL Hadge Units 17,141,033
USD Units 3,515 848
5 21,733 313
Units outstanding
ALD Hedge Units 14,812
BRL Hedge Units 367 256
USD Units 35198
Met asset value per unit
AUD Hedge Units g 72867
BRL Hedge Units 3 45 67
USD Units g 99.89

The accompanying notes are an integral part of these financial statements.
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon

A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Statement of Operations

For the Year Ended March 31, 2019

(Expressed in United States Daollars)

Investment Income

Interest income 5 21,263
Total invaestment income 21,263
Expanses
Distributor's fees 133 404
Professional fees 61,337
Management service providing company's fees 44,468
Investment manager's fees 41.133
Administrator's and transfer agent's fees 31.330
Agent company's fees 22,234
Trustee's fees 21,729
Printing fees 17.708
Custodian's fees 13.492
Manager's fees 4,447
Registration fees 4103
Other expenses 4.447
Total expenses 399 832
Net investment loss (378.569)

REALIZED AND UNREALIZED GAIM (LOSS):
Net realized gain (loss) on:

Sales of Underlying Series Trust 183,291

Foreign currency transactions and forward foreign currency contracts {2.847,156)

Met realized loss (2,663,.905)
Met change in unrealized appreclation (depraciation) from:

Irvestment in the Undertying Senas Trust 586,053

Foreign cunrency translations and forward foreign currency conbracts 117.338

Met change in unrealized appreciation 703,381
Net realized and unrealized loss {1,860,514)
Net decrease in net assets resulting from operations 5 {2,339,083)

The accompanying notes are an integral part of these financial statements.
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon

A Series Trust of Daiwa Discovery Fund Series
{An Open-ended Cayman Islands Unit Trust)
Statement of Changes in Net Assets

For the Year Ended March 31, 2019

{Expressed in United States Dollars)

MNet increase (decrease) in net assets from operations

Met investment loss 5 [378,563)
Met realized loss {2 663,905)
Met change in unrealized appreciation 703,331
Net decrease In net assets resulting from operations {2,339,083)
Distributions to unitholder {1,769,8659)
Net decrease in net assels resulting from Series Trust unit transactions 1,180,204}
Met decrease in net assets (5,289,156}
Net Assats
Beginning of period 27.022 489
End of penod 3 21,733,313

AUD Hedge Units BRL Hedge Units _ _ USD Units

Series Trust unit transactions
Units

Issued 1,400 3,160 2.759

Radeemed {1,225} {47.581) (6,114)
Net change in units 175 {16.421) (3,355)
Amounts

Issued 5 98,420 35 1.579.949 279,412

Redeemed {BB,6T5) {2 451,700) {587 ,510)
Net increase {decrease] in net assets
resulting from Series Trust unit
transactions 5 8745 S {871,761) {316,198)

The accompanying notes are an integral part of these financial statements.
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series
{An Open-ended Cayman Islands Unit Trust)
Financial Highlights
For the Year Ended March 31, 2019
(Exprossad in Unwed Stales Dollars)

Setected per Unit Data:
ALID Hnw BRL m Units WSO Units

sl ansat value per unil, baginning of year ] B1.05 5 £7.10 H 101,53
Nt inwirtrrast loas” {124 (0.80) [1e4)
Mt realizag and unrealized {loss)gain fom mvestments [3.54) {543 360
Tm@mlmm {478} 16.23) 1.9
Disbributions b unathekdsm (80 (420 4.00)
Mt assol value per unid, end of year 5 7287 5 44T ] 00.80
Tolal return® [8.80)% (10 73% F 1A%
Het assnts, end of year 5 1,076,432 3 17,141,003 ¥ 3,515 B4R
Rabo of tolal enpanses o averags ral sseis™ 1.80% 140 1.78%
Rabo of irvesiment e o aerage nol assen™™ 1. 70%) 1. T1%) {1.6a%)

" Calcylated based on average unils cutsianding duning the year,

* Toda! retam assumas the effect of reinvested distibutions.

** T fund mvests in other funds and indirectly beans its proportionate shame of the lees and expenses incuned by the DaiwaiFidelty Asia High Yield Band Fuend @ which (he fend =
irvesied, This mtio dogs nol inciude these indired! fees and expendes

The accomparnying notes are an infegral pan of these financial stazements.
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series
(An Open-ended Cayman Islands Unit Trust)

Schedule of Investments

March 31, 2019

{Exprassed in United Stales Dolfars)

Units/Princi % of Nat
INVESTMENT IN UNDERLYING SERIES TRUST (90.6%) Amount Assets Valus
CAYMAN ISLANDS (90.6%)
DaiwalFidelity As:a High Yield Bond Fund (A Series Trust of Dawa Global
Trust) USD Class (Cost $18,406,950) 118.583 06% $ 18,652 605
TOTAL CAYMAN ISLANDS 15,652 605
SHORT TERM INVESTMENT (4.8%)
UMNITED STATES (4.8%)
TIME DEPOSIT (4.8%)
JPMorgan Chase & Co
1.68% due 04001118 USD 1,048,974 4.8 1,048,574
1.048.974

TOTAL UNITED STATES 1,048,974
TOTAL SHORT TERM INVESTMENT {Cost §1,048,8T4) 1,048,574
TOTAL INVESTMENT IN UNDERLYING SERIES TRUST
AND SHORT TERM INVESTMENT (Cost $19,545,924) 95.4 $ 20,741,579
CASH AND OTHER ASSETS IN EXCESS OF LIABILITIES 4.8 991,734
MET ASSETS 100.0% § 21,733,313

AUD Hedge Units Forward Forelgn Currency Contracts
Contract Settiement Contract Unrealized Unrealized Het Unrealized

Buy Counterparty Amount Date Sall Amaunt Appreciation  (Depreciation) Appreciation
ALD Calibank N A, 1511858 Cai2A/2018  USD 1,074,233 5 110 % = 110

BRL Hedge Units Forward Foreign Currency Conftracts

Contract Settlemant Contract Unrealizod Unraalized Net Unrealized
Buy Counterparty Amount Date Sell Amount Appreciation  (Depreclation)  {Depreclation)
BRL Cilipank N A, &5 317 629 4282018 USD 17,137,238 5 -3 (120.716) § (120,718)

At March 31, 2013, the Senes Trust owned 21.12% of the Damva/Fidelity Asia High Yield Bond Fund's net assets. The Series Trust's
proporicnal share of the notional of individual issuers n the Undertying Series Trust that exceeded 5% of the Senes Trusts nel
assels wena as follows:

Settlement Buy Sell Net Unrealized Serles Trust's Proportional
Description Date Contract Amount Contract Amount ___ {Depreciation) Share of Fair Value
Forward Foreign Currency
Contract D4/26/2019  CNY 48,724 660 USD 7258003 S
Forward Fareign Currency
Contract 4262019 IDR 103,040, 440374 USD 7232320 %
Forward Fareign Curmency
Contract Da4/2612019 INR 501,063406 USD 7228537 % (22 534}
%

(8,900} (1.680)

(4,844)
Forward Fareign Currency

s
(18,412) $ (3,889)

3

Contract D42ER2015 BRL 186,458,389  USD 48,181,518 5

{338.088) (74,400}

Currancy Abbreviations:

AUD - Austrakan Dollar
BRL - Brazilian Real

CNY - Chinese Yuan

DR -  Indonesian Rupkah
INR - Indian Rupee

USD - United States Dollar

The accompanying notes are an integral pant of these financial statements,
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon

A Series Trust of Daiwa Discovery Fund Series

(An Open-¢ended Cayman Islands Unit Trust)

Schedule of Investments (continued)

March 31, 2019

{Expressed in United States Dolfars)

Value of Derivative instruments

The following table is a summary of the Series Trusl's derivative positions inclusive of patential nefling arrangements. For additional
infarmation on dervative instruments, pleasa refer to the Darivative Instruments section in Mote 2 and Ihe Market, Credit and
Strategy Risks seclion in Nole 5 of the accompanying Moles to Financial Stalements.

Collateral
Value of Value of (Received)/
Counterparty  Derivative Assets Derivative Liabilities Pledged” Net™
Overthe-Counter Derivatives
Forward Foreign Currency Contracts  Cittbank A ] 110§ (120.7T16) _§ 120608 5§
Total § 110§ (120,716} § 120,606 § -

“Actual collateral (receved)/pedged may be mone than dscosed in the table above
**Nel represents the recaivable/{payable) that would be due fromi(lo) the counerparty in an event of default. Nefting is allowed across. ransactions
traded under the same legal agreemant with the sama legal enlity

The accompanying notes are an integral part of these financial statements.
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon

A Series Trust of Daiwa Discovery Fund Series

{An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

For the Year Ended March 31, 2019

I. ORGANIZATION

Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution)-Currency Dragon (the “Series Trust”) is a series
trust of Daiwa Discovery Fund Series (the "Trust™), which was constituted pursuant to the master trust deed and a
supplemental trust deed dated August 5, 2011 and made between Intertrust Trustees (Cayman) Limited (the
“Trustee™) and Daiwa Asset Managemenlt Services Ltd. {Cayman} (the "Manager”). The Trust is an open-ended unit
trust established in the Cayman Islands and the Series Trust commenced operations on September 22, 2011, The
Series Trust extended its term until March 31, 2022,

Three classes of units were issued for the Series Trust: AUD Hedge Units, BRL Hedge Units, and USD Units. All
classes subscribe, redeem, and distribute in U.S. Dollar, The denominated currency of each class will be hedged
against the LS. Dollar except for the USD Units which will not be hedged. Other classes of units may be issued in
the future.

The investment objective of the Series Trust is to seek a steady growth of its assets and stable returns by investing in
Asian high vield bonds, The Series Trust indirectly invests in Asian high yield bonds through investing in the USD
class of DaiwaFidelity Asia High Yield Bond Fund (*Underlying Series Trust™) which invests primarily in high-
yielding, sub investment grade debt securities of issuers that have their principal business activities in the Asian
region.

Currency hedging transactions will be carried out for the account of the BRL Hedge Units and the AUD Hedge
Units with the aim of converting the currency exposure that such classes of units have against the U.S. Dollar {as a
result of being exposed to U.S. Dollar denominated investments) to the applicable Hedging Currency for such
classes of Units through following a foreign exchange investment strategy which takes a long position on the
Hedging Currency and a short position on the U.S. Dollar (the "Foreign Exchange Investment Strategy™).
Accordingly, investors in the BRL Hedge Units and AUD Hedge Units will be exposed to changes in the foreign
exchange rate between the applicable Hedging Currency for such classes of Units and the U.5. Dollar. Such
exposure may have either a positive or negative impact on the Net Asset Value per Unit of the BRL Hedge Units
and the AUD Hedge Units.

The Fund is an investment company and accordingly follows the investment company accounting and reporting
guidance of the Financial Accounting Standards Board (“FASB") Accounting Standard Codification Topic 946
Financial Serviees — Investment Companies,

The investment manager of the Series Trust is Daiwa Asset Management (Europe) Lid. (“Investment Manager™).
2. SIGNIFICANT ACCOUNTING POLICIES

The Series Trust’s financial statements reflect the period from April 1, 2018 to March 31, 2019, which is the Serics
Trust's financial year end.

The following is a summary of significant accounting policies consistently followed by the Series Trust in the
preparation of its financial statements in conformity with accounting principles generally accepted in the United
States of America (“U.5. GAAP™). The preparation of financial statements in accordance with LS. GAAP requires
management to make estimates and assumptions that affect the reported amounts and disclosures in the financial
statements. Actual results could differ from those estimates,

(A) Determination of Net Asset Value of Units, The net asset value of each unit of the Series Trust is calculated
by dividing the net asset value of the Series Trust attributable to each class of units ("net asset value” being the value
of its total assets minus its liabilities including accrued fiees and expenses) by the total number of units of each class
then outstanding. The net asset value of the Series Trust is calculated each day on which banks in each of Japan,
Hong Kong, London, and New York, and financial instrument firms in Japan are open for business and/or such other
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Motes to Financial Statements (continued)

For the Year Ended March 31, 2019

day or days as the Manager, after consultation with the Trustee, may from time to time determine (the “Business
Day™).

The value of all assets not denominated in LLS. Dollar {if any) will be converted to their U.S. Dollar equivalent
using the appropriate spot rates from an approved independent pricing service.

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

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

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

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

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

Ivestments. Investments whose values are based on the quoted market prices in active markets, and therefore
classified within Level 1, usually include exchange-traded common stocks and time deposits. The quoted price for
such instruments is not adjusted even in situations where the Serics Trust holds a large position and a sale could
reasonably impact the quoted price.

Short term investments having a maturity of 60 days or less are stated at amortized cost, which approximates fair
value and are classified within Level 2,

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

The Series Trust follows the authoritative guidance under LS. GAAP for estimating the fair value of investments in

the Underlying Series Trust that has calculated Net Asset Value per share in accordance with the specialized
accounting guidance for Investment Companies, Accordingly, if the Series Trust determines that the Net Asset
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) - Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

{An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements (continued)

For the Year Ended March 31, 2019

Value per share of an investment is indicative of fair value, the Series Trust records the fair value of an investment
in an investment company using the Net Asset Value per share of the investment (or its equivalent) without further
adjustment (the “practical expedient™). The guidance permits the Scries Trust to use the practical expedient only if
the Net Asset Value per share of the investment is determined in accordance with the specialized accounting
guidance for Investment Companies as of the reporting entity's measurement date. Investments in the Underlying
Series Trust are valued at fair value based on the closing Net Asset Value each Business Day.

BPerivative Instruments. The Series Trust may use derivatives for hedging purposes, including anticipatory hedges.
Hedging is a strategy in which the Series Trust uses a derivative to offset the risks associated with other Series Trusi
holdings. While hedging can reduce losses, it can also reduce or eliminate gains or cause losses if the market moves
in a manner different from that anticipated by the Series Trust or if the cost of the derivative outweighs the benefit of
the hedge. Hedging also invelves the risk that changes in the value of the derivative will not match those of the
holdings being hedged as expected by the Series Trust, in which case any losses on the holdings being hedged may
not be reduced and may be increased. There can be no assurance that the Series Trust’s hedging strategy will reduce
risk or that hedging transactions will be either available or cost effective. The Series Trust is not required to use
hedging and may choose not to do so. If the Series Trust invests in a derivative instrument, it could lose more than
the principal amount invested. Also, suitable derivative transactions may not be available in all circumstances and
there can be no assurance that the Series Trust will engage in these transactions to reduce exposure to other risks
when that would be beneficial.

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

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

Those OTC derivatives that have less liquidity or for which inputs are unobservable are classified within Level 3.
While the valuations of these less liquid OTC derivatives may utilize some Level 1 and/or Level 2 inputs, they also
include other unobservable inputs which are considered significant to the fair value determination. At each
measurement date, the Level 1 and Level 2 inputs are updated to reflect observable inputs, though the resulting gain
and losses are reflected within Level 3 due to the significance of unobservable inputs.
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For the Year Ended March 31, 2019

The following is a summary of the fair valuation according to the inputs used as of March 31, 2019 in valuing the
Series Trust's financial instrumenis®:
(Unadjustad)
Quoted
Prices in
Active Significant
Markats for Other Significant  Investments
Identical Obsarvable Unobservable Measured at
Investmants Inputs Inputs Net Asset Fair Value at
Assels {Lewal 1) (Lewal 2) (Level 3) Value 033119
Equity Securities
Datwa/Fidelity Asia High
Yield Bond Fund
{A Series Trusl of Dawa
Global Trust)
USD Class 3 - s - 5 - §19.692 605 § 19692605
Short Term Investments
Time Deposits - 1,048 974 = = 1,048,874
Taotal Investments ] - § 1,048,974 % - % 19,692 605 $§ 20,741,579

Financial Derivative
Instruments™

Assets
Forward Foreign Currency
Contracts 5 - 5 110 § - 3 - 3 110

Liabilities
Fanward Foreign Currency
Contracts 5 - $ (120.,718) $ - % = £ (120,718)

* For (urther information on categories of securities refer to the Schedule of Investments.
**Derivative financial instruments such as forward foreign currency contracts are valued at the unrealized appreciation
{depreciation} on the instrument,

During the vear ended March 31, 2019, there were no transfers between Level 1, Level 2 or Level 3. The Fund
accounts for investments it transfers in and out of each level at the end of the period.

{C) Investment Transactions and Investment Income. Purchases and sales of the Investments are accounted for
on trade date. Subscriptions and redemptions of the Underlying Series Trust can be made daily. Gains and losses are
reported on an identified cost basis. Distributions of income or realized gains from the Underlying Series Trust are
recorded on ex-dividend date. Distributions of return of capital by the Underlying Series Trust are recorded as a
reduction in the cost of the investment. Interest income is accrued as earned.

Cost of purchases and proceeds of sales of units in the Underlying Series Trust for the year were 54,500,000 and
£10,954 471 respectively.

(DY) Expenses. Expenses are recorded on the accrual basis. The Series Trust incurs fees and expenses, which include,
but are not limited to, administration and accounting, custody, transfer agent, distribution, investment management,
audit fees and other expenses associated with the operation of the Series Trust.

{E) Distribution Policy. The Trustee will, upon the direction of the Manager, pay distributions to the unitholders.
The Manager will generally determine the amount of distribution after having regard to factors including, but not
limited to, the yield to maturity of the bond portfolio of the Underlving Series Trust, other fees, costs and expenses,
and in the case of BRL Hedge Units and AUD Hedge Units, the difference between the interest rates in the
applicable hedging currency and USD. The Manager seeks to pay distributions out of income and realized and
unrealized profits. However, distributions may be paid out of capital atiributable to the relevant class of units,
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For the Year Ended March 31, 2019

Distributions declared and paid for the vear ended March 31, 2019 were as follows:

Distributions to Unitholders Amount

AUD Hedge Units 5 53,779
BRL Hedge Units 1,568,434
LUSD Units 147.656
Total Distributions b 1,769,869

{F) Cash and Foreign Currency. The functional currency and reporting currency of the Series Trust is U.S. Dollar.
The fluctuations in the value of currency holdings and other assets and liabilities resulting from changes in exchange
rates are recorded as unrealized foreign currency gains or losses. Realized gains or losses and unrealized
appreciation or depreciation on investment securities and income and expenses are translated on the respective dates
of such transactions and the reporting date, respectively. The effects of changes in foreign currency exchange rales
on investments in securities and derivatives are not segregated on the Statement of Operations from the effects of
changes in market prices and values of those securities, but are included with net realized and unrealized gains or
losses,

(G) Time Deposits. The Series Trust, through Brown Brothers Harriman & Co. (the “Custodian™), places excess
cash balances into overnight time deposits with one or more eligible depositary institutions, as determined by the
[nvestment Manager. These are classified as short term investments in the Series Trust’s Schedule of Investments.

(H) Forward Foreign Currency Contracts. The Series Trust may enter inte forward foreign currency contracts in
connection with settling planned purchases or sales of securities to hedge the cumency exposure associated with
some or all of the Series Trust’s securities or as a part of an investment strategy. A forward foreign curreney contract
is an agreement between two parties to buy and sell a currency at a set price on a future date. The fair value of a
forward forcign currency contract fluctuates with changes in forward foreign currency exchange rates. Forward
foreign currency contracts are marked to market daily and the change in value is recorded by the Series Trust as an
unrealized appreciation or depreciation. Realized gains or losses equal to the difference between the value of the
contract at the time it was opened and the value at the time it was closed are recorded upon delivery or receipt of the
currency. These contracts may involve market risk in excess of the unrealized appreciation or depreciation reflected
on the Statement of Assets and Liabilities. In addition, the Series Trust could be exposed to risk if the counterparties
are unable to meet the terms of the contracts or if the value of the currency changes unfavorably to the base
currency. The Series Trust is also authorized to enter into forward foreign currency contracts for the purpose of
hedging exchange risk for investors. Gains and losses arising from class specific forward foreign currency coniracis
are allocated to those specific classes. Forward foreign currency contracts outstanding at March 31, 2019 are listed
in the Schedule of Investments.

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

The Series Trust may transact in a variety of derivative instruments including futures and forward foreign currency
contracts primarily for trading purposes with each instrument’s primary risk exposure being interest rate, credit or
foreign exchange risk. The fair value of these derivative instruments is included in the Statement of Assets and
Liabilities with changes in fair value reflected as realized gain (loss) or net change in unrealized appreciation
(depreciation) on forward foreign currency contracts within the Statement of Operations. During the year ended
March 31, 2019, the Series Trust’s transactions in derivative instruments consisted of forward foreign currency
contracks only.
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For the Year Ended March 31, 2019

The Series Trust does not designate any derivative instruments as hedging instruments under ASC 8135,

The effect of derivative instruments on the Statement of Assets and Liabilities at March 31, 2019
Derivatives not accounted for as hedging instruments under ASC 815

Location Foreign Exchange Risk*
Assets derivatives
Unrealized appreciation on forward foreign currency contracts L4 o

Liabilities derivatives
Unrealized depreciation on forward foreign currency contracts 5 {120,716)

*Gross value i presented in the Statement of Assets and Lisbilities in the unrealized appreciationi{depreciation) on open forward loreign
currency comracts line.

The effect of derivative instrumenis on the Statement of Operations for the vear ended March 31, 2019
Derivatives not accounted for as hedging instruments under ASC 815

Location Foreign Exchange Risk*
Realized gain/{loss) on derivatives recognized as a result from operations
MNet realized loss on forward foreign currency contracts 5 (2.847.712)

Change in unrealized appreciation/{depreciation) on derivatives recognized
as a result from operations
Met change in unrealized appreciation on forward foreign currency contracts 5 117.338

*Valug s presented in the Statement of Operations in the nel realiced gainfloss) on foreign ¢urrency transactions and forward forcign currency
contracts and mel change in unrealized appreciationf{depreciation) from foneign curreney ransactions and on forward foreign cumency contracts
lines, respectively

The average monthly notional amounts of open forward foreign currency contracts outstanding during the vear
ended March 31, 2019 were approximately as follows:

Fund Level 5 19.205*
AUD Hedge Units 5 1,106,776
BRL Hedge Units % 17,993,594

*Farward fureign currency contracts held for all classes, The average monthly notional ameunt of forward currency exchunge contracts for the 2
months activity was as indicated above on Fund 1evel only,

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

Collateral requirements are determined based on the Series Trust's net position with each counterparty. Collateral
can be in the form of cash or other securities as agreed to by the Series Trust and the applicable counterparty. With
respect to certain counterparties, in accordance with the terms of the Master Agreements, collateral posted to the
Series Trust, if any, is held in a segregated account by the Series Trust's custodian and with respect to those amounts
which ean be sold or repledged, are presented in the Schedule of Investments. Collateral pledged by the Series Trust,
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For the Year Ended March 31, 2019

if any, is segregated by the Series Trust’'s custodian and identified in the Schedule of Investments. As of
March 31, 2019, there was cash collateral of $1,040,000 pledged with Citibank MN.A.

3. UNDERLYING SERIES TRUST

The following information has been taken from the December 28, 2018 audited financial statements of the
Underlying Series Trust and is consistent with the information of the Underlying Series Trust as of March 31, 2019,

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

ORGANIZATION OF THE UNDERLYING SERIES TRUST

Daiwa/Fidelity Asia High Yield Bond Fund (the “Fund”) is a series trust of Daiwa Global Trust (the "Trust"). The
Fund is an open-ended unit trust established in the Cayman Islands. The Trust was established pursuant to a
declaration of trust executed by Brown Brothers Harriman Trust Company {Cayman) Limited (the “Underlying
Series Trust’s Trustee™), a trust company incorporated under the laws of the Cayman Islands. The Fund commenced
operations on July 22, 2011,

The Fund currently offers four classes of units: Class A — JPY Class, Class B — BRL Class, Class C ~ ASIA
Currency Class and Class D — USD Class (each a *“Class™ and collectively “Classes™). All classes subscribe, redeem,
and distribute in Japanese Yen wilth the exception of USD Class units which subscribes, redeems and distributes, as
applicable, in U.S. Dollar. Each class invests in a similar asset pool. The denominated currency of each class will be
hedged against the U.S. Dollar in each ¢lass except for Class D — USD Class which will not be hedged.

The investment objective of the Fund is to seek a high level of current income and capital appreciation by investing
primarily in high-vielding, sub investment grade debt securities of issuers that have their principal business activities
in the Asian region and through the use of curmency overlay established by Daiwa Asset Management (Europe) Lid,
(the “Currency Manager™).

The investment manager of the Fund is FIL Investment Management (Hong Kong) Limited (“Investment
Manager™).

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

SIGNIFICANT ACCOUNTING POLICIES OF THE UNDERLYING SERIES TRUST

The Fund's financial statements reflect the period from December 30, 2017 to December 28, 2018, which is the
Fund’s fiscal year end representing the last Business Day in December, as defined in the Fund’s prospectus
{Business Day means any day on which banks in London, New York, Hong Kong and Tokyo are open for business
and/or such other day or days as the Trustee may from time to time determine). The following is a summary of
significant accounting policies consistently followed by the Fund in the preparation of its financial statements in
conformity with accounting principles generally accepted in the United States of America (“U.S. GAAP”). The
preparation of financial statements in accordance with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts and disclosures in the financial statements, Actual results could differ
from those estimates.
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3. UNDERLYING SERIES TRUST (continued)

(A) Determination of Net Asset Value of Units. The net asset value of each unit of the Fund is calculated by
dividing the net asset value of the Fund ("net asset value” being the value of its total assets minus its liabilities
including accrued fees and expenses) by the total number of vnits of the Fund then outstanding, The net asset value
of the Fund is calculated at the close of business on each dealing day, which means any day on which banks in Hong
Kong, London, New York and Tokyo are open for business and such other day or days as the Underlying Series
Trust’s Trustee may from time to time determine,

The value of all assets not denominated in U.S. Dollar {if any) will be converted to their U.S. Dollar equivalent
using the appropriate spot rates as of 4:00 p.m. London time from an approved independent pricing service. For each
Class which transacts in Japanese Yen, the net asset value per unit is converted to its Japanese Yen equivalent for
purposes of capital subseriptions, redemptions and distributions using the appropriate spot rates as of 4:00 p.m.
London time from an approved independent pricing service,

The Fund shall be ternminated on the happening of the first to occur of any of the following events: (a) If it becomes
illegal or in the opinion of the Underlying Series Trust’s Trustee, impractical or inadvisable or contrary to the
interests of the unitholders either to continue the Fund or to remove it to another legal jurisdiction, (b} If the majority
of unitholders by wunitholders resolution shall so determine, (¢) Upon the termination of the period which
commenced with the Trust Deed and terminates one hundred fifty years from that date, {d) If the Underlying Series
Trust's Trustee gives written notice of its intent to retire.

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

Domestic and foreign fixed income securities and non-exchange traded derivatives are normally valued on the basis
of quotes obtained from established market makers or pricing services. Prices obtained from independent pricing
services use information provided by market makers or estimates of market values obtained from yield data relating
to investments or sccurities with similar characteristics. Certain fixed income securities purchased on a delayed-
delivery basis are marked to market daily until sertlement at the forward settlement date. Short term investments
having a maturity of 60 days or less are stated at amortized cost, which approximates fair value.

Securitics and other assets for which market quotes are not readily available are valued at fair value as determined in
good faith by Brown Brothers Harriman & Co. (the “Administrator™} in accordance with advice from the Investment
Manager. Market quotes are considered not readily available in circumstances where there is an absence of current
or reliable market-based data (e.g., trade information, bid/asked information. broker quotes), including where evenls
oceur after the close of the relevant market, that materially affect the values of the Fund’s securities or assets. In
addition, market quotes are considered not readily available when, due to extraordinary circumstances, the
exchanges or markets on which the securities trade, do not open for trading for the entire day and no other market
prices are available. The Administrator is responsible for monitering significant events that may materially affect the
values of the Fund's securities or assets and for determining whether the value of the applicable securities or assets
should be re-evaluated in light of such significant events.

When the Fund uses fair value pricing to determine its net asset value, securities will not be priced on the basis of
quotes from the primary market in which they are traded, but rather may be priced by another method that the
Investment Manager or persons acting at their direction believe accurately reflects fair value. Fair value pricing may
require subjective determinations about the value of a security. While the Fund’s policy is intended to result in a
calculation of the Fund’s net asset value that fairly reflects security values as of the time of pricing, the Fund cannot
ensure that fair values determined by the Investment Manager or persons acting at their direction would accurately
reflect the price that the Fund could obtain for a security if it were to dispose of that security as of the time of pricing

125/203



EDINETOOOO
Oo0ooDOo0ooDooooo00ooo0ooo0oo00b0o00noOoO(ELs791)
Ooooooooooooooooooad

Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements (continued)

For the Year Ended March 31, 2019

3. UNDERLYING SERIES TRUST (continued)

{for instance. in a forced or distressed sale). The prices used by the Fund may differ from the value that would be
realized if the securitics were sold and the differences could be material 1o the financial statements,

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

The guidance establishes three levels of the fair value hierarchy as follows:

. Level | — Inputs that reflect unadjusted quoted prices in active markets for identical investments that the
Fund has the ability to access at the measurement date;

. Level 2 = Inputs other than quoted prices that are observable for the asset or liability either directly or
indirectly, including inputs in markets that are not considered to be active;

. Level 3 — Inputs that are unobservable. Investments classified as Level 3 have significant unobservable
inputs as they trade infrequently.

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

Investaments. Investments whose values are based on the quoted market prices in active markets, and therefore
classified within Level 1, usually include certain exchange-traded common stock and time deposits. The guoted
price for such instruments is not adjusted even in situations where the Fund holds a large position and a sale could
reasonably impact the guoted price.

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

Derivative Instruments. The Fund may use derivatives for hedging purposes, including anticipatory hedges,
Hedging is a strategy in which the Fund uses a derivative to offset the risks associated with other Fund holdings.
While hedging can reduce losses, it can also reduce or eliminate gains or cause losses if the market moves in a
manner different from that anticipated by the Fund or if the cost of the derivative outweighs the benefit of the hedge.
Hedging also involves the risk that changes in the value of the derivative will not match those of the holdings being
hedged as expected by the Fund, in which case any losses on the holdings being hedged may not be reduced and
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3. UNDERLYING SERIES TRUST (continued)

may be increased. There can be no assurance that the Fund's hedging strategy will reduce risk or that hedging
transactions will be either available or cost effective. The Fund is not required to use hedging and may choose not 1o
do so. If the Fund invests in a derivative instrument, it could lose more than the principal amount invested.

Also, suitable derivative transactions may not be available in all circumstances and there can be no assurance that
the Fund will engage in these transactions to reduce exposure to other risks when that would be beneficial.

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

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

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

{C) Securities Transactions and Investment Income. Securities transactions are recorded as of the trade date for
financial reporting purposes. Realized gains and losses from securities sold are recorded on the identified cost basis.
Premiums and discounts on securities are amortized/acereted on an effective yield basis, Interest income is recorded
on the acerual basis. Dividend income is recorded on the ex-dividend date. Investment income is recorded net of
foreign taxes,

(D) Distribution Policy. The Underlying Series Trust’s Trustee has delegated to the Currency Manager the
authority 1o make distributions to unitholders, Distributions are made out of the net investment income, net realized
and unrealized capital gains and principal of the Fund for the period under review.

The Currency Manager accordingly intends to make monthly distributions for Class A — JPY Class, Class B - BRL
Class and Class € — ASIA Currency Class on the 18th day of each month (or the prior Business Day if the 18th is
not a Business Day) to the unitholders of record as of the | 7th of each month, Class D — USD Class has no planned
distributions.

Distributions are automatically reinvested and the proceeds are applied to each unitholder’s mvestment account.

The Underlying Series Trust’s Trustee may change the distribution policy and distribute or cause to be distributed
such amounts and with such frequency as may be determined by the Underlying Series Trust’s Trustee from time to
time in consultation with the Currency Manager and with the consent of unitholders by unitholder resolution,

(E) Cash and Foreign Currency. The transactional currency for the capital activity of the Fund is Japanese Yen for
all classes with the exception of Class D — USD Class which has a transactional currency of U.S. Dollar. The
reporting currency of the Fund is the U.S. Dollar. The fluctuations in the value of currency holdings and other assets
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3. UNDERLYING SERIES TRUST {(continued)

and liabilities resulting from changes in exchange rates are recorded as unrealized foreign currency gains or losses.
Realized gains or losses and unrealized appreciation or depreciation on investment securities and income and
expenses are translated on the respective dates of such transactions and the reporting date, respectively. The effects
of changes in foreign currency exchange rates on investments in securities and derivatives are not segregated on the

Statement of Operations from the effects of changes in market prices and values of those securities, but are included
with net realized and unrealized gains or losses.

(F) Time Deposits. The Fund, through Brown Brothers Harriman & Co. (the “Custodian™), places excess cash
balances into overnight time deposits with one or more eligible deposit institutions, as determined by the Investment
Manager. These are classified as short term investments in the Fund’'s Schedule of Invesiments. In periods of
decreased demand for currency, the Fund may pay a fee for deposit of currency, which may result in interest
expense to the Fund. Due 1o the European Central Bank and the Central Bank of Japan deposit rate cuts, interest
rates for Euro and Japanese Yen - denominated short term instruments may be less than zero percent.

(G) Forward Foreign Currency Contracts. The Fund may enter into forward foreign currency contracts in
connection with settling planned purchases or sales of securities to hedge the currency exposure asseciated with
gome or all of the Fund’s securities or as a part of an investment strategy. A forward foreign currency contract is an
agreement between two parties to buy and sell a currency at a set price on a future date. The fair value of a forward
foreign currency contract fluctuates with changes in forward foreign currency exchange rates. Forward foreign
currency contracts are marked to market daily and the change in value is recorded by the Fund as an unrealized gain
or loss. Realized gains or losses equal to the difference between the value of the contract at the time it was opened
and the value at the time it was closed are recorded upon delivery or receipt of the currency. These contracts may
involve market risk in excess of the unrealized gain or loss reflected on the Statement of Assets and Liabilities. In
addition, the Fund could be exposed to risk if the counterparties are unable 1o meet the 1erms of the contracts or if
the value of the currency changes unfavorably to the base cwrency. The Fund is also authorized to enter into
forward foreign currency contracts for the purpose of hedging exchange risk for investors. Gains and losses arising
from class specific forward foreign currency contracts are allocated to those specific classes. Forward foreign
currency contracts outstanding at December 28, 2018 are listed in the Schedule of Investments.

(H) Futures Contracts, The Fund may enter into futures contracts. The Fund may use futures contracts to manage
its exposure to the securities markets or 1o movements in interest rates and currency values. The Fund may also
purchase or sell futures contracts for foreign currencies or options thereon for non-hedging purposes as a means of
making direct investment in foreign currencies. The primary risks associated with the use of futures contracts are the
imperfect correlation between the change in market value of the securities held by the Fund and the prices of futures
cantracts, the possibility of an illiquid market, and the inability of the counterparty to meet the terms of the contract.

Futures contracts are valued based upon their quoted daily settlement prices. Upon entering into a futures contract,
the Fund is required to deposit with its futures broker, an amount of cash or U.S. government or agency obligations
in accordance with the initial margin requirements of the broker or exchange. Futures contracts are marked to
market daily and an appropriate payable or receivable for the change in value is recorded by the Fund in the
Statement of Assets and Liabilities. Gains or losses are recognized but not considered realized until the contracts
expire or are closed. Futures contracts involve, to varying degrees, risk of loss in excess of the variation margin
disclosed on the Statement of Assets and Liabilities. As of December 28, 2018, the Fund did not have Futures
contracts,

(I} Swap Contracts. The Fund may invest in swap transactions, including, but not limited to, swap agreements on
interest rates and credit default swaps. Swap agreements are privately negotiated in the over-the-counter market
(**OTC swaps"") and executed in a multilateral or other trade facility platform, such as a registered commodities
exchange (**centrally cleared swaps™™). The Fund may enter into credit default and interest rate swap agreements to
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3. UNDERLYING SERIES TRUST (continued)

manage its exposure to credit and interest rate risk. Securities or cash may be identified as collateral or margin in
accordance with the terms of the respective swap agreements to provide assets of value and recourse in the event of
default or bankruptey/insolvency.

Swaps are marked to market daily based upon values provided by third party vendors, registered commodities
exchanges, or quotations from market makers to the extent available. Changes in market value, if any. are reflected
as a component of net changes in unrealized appreciation/(depreciation) on the Siatement of Operations. Daily
changes in valuation of centrally cleared swaps, if any, are recorded as a receivable or payable for the change in
valuc as appropriate ("variation margin”) on the Statement of Assets and Liabilities, In the event that market quotes
are not readily available and the swap cannot be valued pursuant to one of the valuation methods, the value of the
swap will be determined in good faith by the Investment Manager.

Interest rate swap agreements involve the exchange by the Fund with another party of their respective commitmenis
to pay or receive interest (e.g., an exchange of floating rate payments for fixed rate payments with respect to the
notional amount of principal). Certain forms of interest rate swap agreements may include: (i} interest rate caps,
under which, in return for a premium, one party agrees to make payments to the other to the extent that interest rates
exceed a speeified rate, or “cap”, (ii) interest rate floors, under which, in return for a premium, one party agrees to
make payments to the other to the extent that interest rates fall below a specified rate, or “floor™, (iii) interest rate
collars, under which a party sells a cap and purchases a floor or vice versa in an attempt to protect itself against
interest ratc movements exceeding given minimum or maximum levels, (iv) callable interest rate swaps, under
which the counterparty may terminate the swap transaction in whole at zero cost by a predetermined date and time
prior to the expiration date, {v) spreadlocks, which allow the interest rate swap users to lock in the forward
differential {or spread) between the interest rate swap rate and a specified benchmark, or (vi) basis swaps, under
which two parties can exchange variable interest rates based on different money markets.

Credit default swap agreements on corporate or sovereign issues involve one party making a stream of payments to
another party in exchange for the right to receive a specified return in the event of a default. The Fund may use
credit default swaps on corporate or sovereign issues to provide a measure of protection against defaults of the
issuers (i.e.. to reduce risk where the Fund owns or has exposure to the reference obligation) or to take an active
long or short position with respect to the likelihood of a particular issuer’s defaull. As a seller of protection, the
Fund will generally receive from the buyer of protection an upfront payment andfor a fixed rate of income
throughout the term of the swap provided that there is no credit event. If the Fund is a seller of protection and a
credit event occurs, as defined under the terms of that particular swap agreement, the Fund will pay to the buyer of
the protection an amount up to the notional amount of the swap and in certain instances take delivery of the security.
As the seller, the Fund would effectively add leverage o its portfolio because, in addition to its total net assets, the
Fund would be subject to investment exposure on the notional amount of the swap. As a buyer of protection, the
Fund will generally receive from the seller of protection an amount up to the notienal amount of the swap if a credit
cvent occurs.

Credit default swap agreements on credit indices involve one party making a stream of payments to another party in
exchange for the right to receive a specified return in the event of a write-down, principal shortfall, interest shortfall
or default of all or pant of the reference entities comprising the credit index. A credit index is a list of credit
instruments or exposures designed to be representative of some part of the credit market as a whole. These indices
are made up of reference credits that are judged by a poll of dealers to be the most liquid entities in the credit default
swap market based on the sector of the index. Components of the indices may include, but are not limited to: credit
default swaps on investment grade securities, high yield securities, asset-backed securities, emerging markets, and/or
various credit ratings within each sector. Credit indices are traded using credit default swaps with standardized terms
including a fixed spread and standard maturity dates. An index credit default swap references all the names in the
index, and if there is a default, the credit event is settled based on that name’s weight in the index. The composition
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3. UNDERLYING SERIES TRUST (continued)

of the indices changes periodically, usually every six months, and for most indices, each name has an equal weight
in the index. Swap contracts outstanding at December 28, 2018 are listed in the Schedule of Investments.

(J) Derivative Instruments, ASC 815-10-50 requires disclosures aboul derivative instruments and hedging
aclivities. Tt requires that the Fund disclose: a) how and why an entity uses derivative instruments, b) how derivative
instruments and related hedged items are accounted for and ) how derivative instruments and related hedged items
affect an entity’s financial position, financial performance and cash flows.

The Fund does not designate any derivative instruments as hedging mstruments under ASC 315.

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

{K) Subsecriptions and Repurchases of Units. After the initial issue of units, an eligible investor may subscribe for
units on any subsequent subscription date at the relevant subseription price, which means the net asset value per
unit. Each unitholder may submit to the Underlying Series Trust’s Trustee or its duly designated agent a repurchase
notice requesting to have all or a portion of its units repurchased at the repurchase price, which means the net asset
value per unit on the relevant repurchase date. The Underlying Series Trust’s Trustee may at any time and for any
reason, by giving not less than 5 Business Days’ prior written notice to a unitholder, redeem all or any portion of its
units at the then prevailing net asset value per unit less any expenses incurred by the Underlying Series Trust's
Trustee or monies owed by such unitholder,

(L) Fees and Expenses. The Underlying Series-Trust bears ils own expenses, including but not limited to,
Administration Fees, Investment Management Fees, the Underlying Series Trusts Trustee Fees, Custody Fees,
Currency Agent Fees, Currency Manager Fees, Transfer Agent Fees and other expenses associated with the
operation of the Underlying Series Trust. These fees are indirectly paid by the Series Trust through the net asset
value of its investment in the Underlying Series Trust,

4. UNITS
As of March 31, 2019, all issued units were held by a single unitholder.

(A) Subscriptions for Units. Units are available for subscription at the net asset value per unit on each Dealing
Day. A Dealing Day means each Business Day and/or such other day or days as the Manager, after consultation with
the Trustee, may from time to time determine. A sales charge of up to 3.00% (excluding any applicable consumption
tax) of the purchase price is payable external to Series-Trust and is also payable in respect of subscriptions for units.
The sales charge will be payable to Daiwa Securities Co. Ltd. (the “Distributor” and “Agent Company™} in Japan.

The net asset value of the Series Trust is capped at $625 million.
No subseriptions for units will be accepted if such subscription would result in the aforementioned limitation being
breached.

(B) Repurchases. Each unitholder may submit to Brown Brothers Harriman & Co. (the “Transfer Agent”) a
repurchase notice requesting to have all or a portion of its units repurchased at the repurchase price, which means
the net asset value per unit on the relevant repurchase date.
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A repurchase request, once given, is irrevocable unless the Manager determines generally or in any particular case or
cases, including as described as "Suspension” in the offering memorandum,

A repurchase request shall be submitted in respect of the number of unils of a particular class it is desired to be
repurchased. The minimum number of units for repurchase per unitholder as of a repurchase day (which means each
dealing day and/or such other day or days as the Manager, afler consultation with the Trustee, may from time to time
determine in respect of the Series Trust or a class of units of the Series Trust} in respect of such classes of units is
one unit or more, and thereafter in integral multiples of one unit. No fractional units will be repurchased,

5. MARKET, CREDIT AND STRATEGY RISKS

The following summary of risks refer to the combined risks relating to the investments of the Series Trust as well as
the Underlying Series Trust, which do not purport to be a complete list of all risks involved in an investment in the
Series Trust.

(A) Market Risk and Selection Risk. Market risk is the risk that one or more markets in which the Series Trust
invests will go down in value, including the possibility that a market will go down sharply and unpredictably,
Selection risk is the risk that the securities that the Investment Manager selects will underperform the markets, the
relevant indices or the securities selected by other funds with similar investment objectives and investment
stratepies.

(B) Liquidity Risk. Not all investments of the Series Trust will be listed or rated (including the Underlying Series
Trust) and consequently liquidity may be low, Morepver, the accumulation and disposal of holdings in some
investments may be time consuming and may need to be conducted at unfavorable prices. The Series Trust may also
encounter difficulties in disposing of assets al their fair price due to adverse market conditions leading to limited
liquidity.

In the case of the sale of investments of the Series Trust for the purpose of funding repurchase requests, it is possible
that those investments will not be sold at the price originally expected, because such sales negatively contribute to
the prevailing market value of such investments as a result of the market size or market trends of such investments,
This may result in a fall in the net asset value per unit.

{C) Interest Rate Risk. Interest rate risk is the risk that prices of fixed income securities generally increase when
interest rates decline and decrease when interest rates increase. Prices of longer term securities generally change
more in response to interest rate changes than prices of shorter term securities. The Series Trust may lose money if
short term or long term interest rates rise sharply or otherwise change in a manner not anticipated by Investment
Manager,

{D} Counterparty Broker Risk. Forward foreign currency 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 they trade and these markets can
experience periods of illiquidity, sometimes of significant duration. Market illiquidity or disruption could result in
major losses to the Series Trust,

The financial institutions and counterparties, including banks and brokerage firms, with which the Series Trust or a
delegate on behalf of the Series Trust, trades or invests. may encounter financial difficulties and default on their
respective obligations to the Series Trust. Any such default could result in material losses to the Series Trust. In
addition, the Series Trust may pledge collateral 1o the counterparties in order to secure certain transactions.

The Series Trust attempts to reduce its exposure to counterparty credit risk by entering into 2 master netting
agreement with each of its counterparties. The master netting agreement gives the Series Trust the right to terminate
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all transactions traded under such agreement upon detericration in the credit quality of the counterparty bevond
specified levels. The master netting agreement gives each party the right, upon an event of default by the other party
or a termination of the agreement, to close out all transactions traded under such agreement and to net amounts owed
under each transaction to one payable by one party to other. The Series Trust’s maximum risk of loss from
counterparty credit risk related to OTC derivatives is generally aggregate unrealized appreciation and unpaid
counterparty payments in excess of any collateral pledged by the counterparty to the Series Trust. The Series Trust
may be required to pledge collateral for the benefit of the counterparties on OTC derivalives in an amount not less
than each counterparty’s unrealized appreciation on outstanding derivative contracts, subject to certain minimum
transfer provisions, and such pledged collateral. if any, is identified in the Schedule of Investments.

{E) Risk of Indemnification. An investment in the Series Trust is neither insured nor guaranteed by the any
government, government agencies or instrumentalities or any bank guarantee fund. Units of the Series Trust are not
deposils or obligations of, or guaranteed or endorsed by, any bank and the amount invested in units may fluctuate
upwards and/or downwards. Although the Investment Manager will seek to maintain a stable net asset value per
unit, maintenance of a stable net asset value per unil is not guaranteed. An investment in the Series Trust involves
certain investment risks, including the possible loss of principal.

(F) Credit Risk. Credit risk is the risk that the issuer of a security will be unable to pay interest or repay the
principal when due. Changes in an issuer’s credit rating or the market's perception of an issuer's creditworthiness
may also affect the value of the Series Trust’s investment in that issuer. The degree of credit risk depends on bath
the financial condition of the issuer and the terms of the obligation,

{(G) Foreign Securities Risk. Securities traded in foreign markets in which the Series Trust indirectly invests have
often (though not always) performed differently from securities traded in the United States. However, such
investments oflen involve special risks not present in LS. investments that can increase the chances that the Series
Trust will lose money. In particular, the Series Trust is subject to the risk that because there may be fewer investors
on foreign exchanges and a smaller number of securities traded each day, it may be more difficult for the Series
Trust to buy and sell securities on those exchanges. In addition, prices of foreign securities may go up and down
more than prices of securities traded in the United States and/or in an investor’s jurisdiction of domicile.

The economies of certain foreign markets may not compare favorably with the economy of the United States or an
investor’s jurisdiction of domicile with respect to such issues as growth of gross national preduct, reinvestment of
capital, resources and balance of payments position. Certain foreign economies may rely heavily on particular
industries or foreign capital and are more vulnerable to diplomatic developments, the imposition of economic
sanctions against a particular country or countries, changes in international trading patterns, trade barriers and other
protectionist or retaliatory measures. Investments in foreign markets may also be adversely affected by
governmental actions such as the imposition of capital controls, nationalization of companies or industries,
expropriation of assets or the imposition of punitive taxes. In addition, the governmenits of certain countries may
prohibit or impose substantial restrictions on foreign investments in their capital markets or in certain indusiries.
Any of these actions could severely affect securities prices or impair the Series Trust’s ability to purchase or sell
foreign securities or transfer the Series Trust’s assets or income back into the jurisdiction of its domicile or to the
jurisdiction in which its assets are custodied, or otherwise adversely affect the Series Trust's operations. Other
potential foreign market risks include foreign exchange controls, difficulties in pricing securities, defaults on foreign
government securities, difficulties in enforcing legal judgments in foreign courts and political and social instability.
Legal remedies available to investors in certain foreign countries may be less extensive than those available in an
investor's home jurisdiction.

(H) Currency Risk. Securitics and other instruments in which the Series Trust invests may be denominaled or
quoted in currencies other than the functional currency of the Series Trust. For this reason, changes in foreign
currency exchange rates can affect the value of the Series Trust’s portfolio. Generally, when the Series Trust’s
functional currency rises in value against another currency, a security denominated in that currency loses value
because the currency is worth less giving effect to the conversion imto the Series Trust’s functional currency.
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Conversely, when the Series Trust's functional currency decreases in value apainst another currency, a security
denominated in that curréncy gains value. This risk, generally known as "currency risk," means that a strong
functional currency of the Series Trust may reduce returns to investors while a weak functional currency of the
Series Trust may increase those returns. Through the use of various types of foreign currency transactions, the Series
Trust or classes thereof, as applicable, may be exposed to the performance of a particular currency or currencies to
contribute to the performance of the Series Trust or class. There can be no assurance that the Investment Manager
will employ a successful currency program and the Series Trust or classes could incur losses attributable to its
currency activities when the value of the functional currency weakens against the other currencies of the Series Trust
or classes. In addition, the Series Trust or classes will incur transaction costs in connection with the currency
strategy designated by the Investment Manager.

(1) Derivatives. The Series Trust may use derivative instruments 1o hedge its investments or to seek to enhance
retums. Derivatives allow the Series Trust to increase or decrease its risk exposure more guickly and efficiently than
other types of instruments. Derivatives are volatile and involve significant risks, including:

. Credit Risk — the risk that the counterparty (the party on the other side of the transaction) on a derivative
transaction will be unable to honor its financial obligation to the Series Trust.
. Leverage Risk — the risk associated with centain types of investments or trading strategies that relatively

small market movements may result in large changes in the value of an investment. Certain investments or
trading strategies that involve leverage can result in losses that greatly exceed the amount originally
invested.

. Liguidity Risk — the risk that certain securities may be difficult or impossible to sell at the tme that the
seller would like or at the price that the seller believes the security is currently worth,

Derivatives are financial contracts, the values of which depend on, or are derived from, the value of an underlying
assel, reference rate or index. The Series Trust typically uses derivatives as a substitute for taking a position in the
underlying assel andor as part of a strategy designed to reduce exposure to other risks, such as interest rate or
currency risk. The Series Trust may also use derivatives for leverage, in which case, their use would involve
leverage risk.

The Series Trust's use of derivative instruments involves risks different from, or possibly greater than, the risks
associated with investing directly in securities and other traditional investments. Derivatives are subject to a number
of risks described elsewhere in this section, such as, interest rate risk, market risk and eredit risk. They also involve
the risk of mispricing or improper valuation and the risk that changes in the value of the derivative may not correlate
perfectly with the underlying asset. rate or index. If the Series Trust invests in a derivative instrument, it could lose
more than the principal amount invested. Also, suitable derivative transactions may not be available in all
circumstances and there can be no assurance that the Series Trust will engage in these transactions to reduce
exposure to other risks when that would be beneficial.

{J) Corporate Debt. Corporate debt securities in which the Series Trust indirectly invests are subject to the risk of
the issuer’s inability to meet principal and interest payments on the obligation and may also be subject to price
volatility due to such factors as interest rate sensitivity, market perception of the creditworthiness of the issuer and
general market liquidity. When interest rates rise, the value of corporate debt securities can be expected to dechine.
Debt securities with longer maturities tend to be more sensitive to interest rate movements than those with shorter
maturities.

(K) Sovereign Debt. The Series Trust may indirectly invest in sovereign debt securities. These securities are issued
or guaranteed by foreign government entities. These investments are subject to the risk that a governmental entity
may delay or refuse to pay interest or repay principal on its severeign debt due to, for example, cash flow problems,
insufficient foreign currency reserves, political considerations, the relative size of the governmental entity’s debt
position in relation to the economy or the failure to put in place economic reforms required by the International
Monetary Fund or other multilateral agencies. If a government entity defaults, it may ask for more time in which 1o
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pay or for further loans. There is no legal process for collecting sovereign debts that a government does not pay nor
are there bankruptcy proceedings through which all or part of the sovereign debt that a governmental entity has not
repaid may be collected,

{L) Foreign Currency Contract Risks. Cumreney hedging transactions will be entered into for the account of
holders of BRL Hedge Units and AUD Hedge Units by selling U.S. Dollars and buying the applicable hedging
currency for such classes of units. As a result of such currency hedging transactions, investors in BRL Hedge Units
and AUD Hedge Units will be exposed to the currency exchange rate between the applicable hedging currency and
USD being the class base currency of such classes of units. Therefore, a depreciation in the hedging currency of a
class of units against USD will, all else being equal, lead to a decrease in the net asset value per unit of such class of
units and as a result such unitholders may lose some of the monies they invested due to fluctuations in the foreign
exchange rate. Furthermore, if the interest rate in the hedging currency is lower than the interest rate in USD, then
the difference between these interest rates will be hedging costs for the acecount maintained in respect of the BRL
Hedge Units or AUD Hedge Units, as applicable.

The exchange rate of currencies of emerging market couniries may fluctuate wildly on a short term basis and the
foreign exchange rate risk is relatively higher than the currencies of more developed countries. Similarly, dealings in
currencies of emerging market countries may be restricted for various reasons, including changes in governmental
policies or the establishment of restrictions on foreign investment. As a result of such restrictions and also changes
in the supply and demand of such currencies, hedging costs may differ significantly from the anticipated levels of
hedging costs which are based on the differences between the interest rates of the hedging currency and USD.

6. GUARANTEES AND INDEMNIFICATION

Under the Series Trust’s organizational documents, certain parties (including the Trustee and Investment Manager)
are indemnified against certain liabilities that may arise out of performance of their duties to the Series Trust.
Additionally, in the normal course of business, the Series Trust enters into contracts that contain a variety of
indemnification clauses. The Series Trust’s maximum exposure under these arrangements is unknown as this would
involve future claims that may be made against the Series Trust that have nol yet occurred. However, the Series
Trust has not had prier claims or losses pursuant to these contracts.

7. TAX

The Series Trust is subject to the Cayman Tslands laws in respect to its tax status, Under current Cayman [slands
laws, there is no tax or duty to be levied on profits, income, gains or appreciation, and no tax in the nature of estate
duty or inheritance tax, will apply to any property comprised in or any income arising under the Series Trust, or the
unitholders thereof, in respect of any such property or income. Mo withholding tax is applicable to distributions by
the Series Trust or with regard to the payment of net asset value on the repurchase of units. As a result, no provision
for income taxes has been made in the financial statements.

The Series Trust generally intends to conduct its activities so as to avoid being treated as engaged in a trade or
business in the United States for U.S. federal income tax purposes. Specifically, the Series Trust intends to qualify
for safe harbors in the Internal Revenue Code of 1986, as amended, pursuant to which the Series Trust will not be
trealed as engaged in such a business if its activities are limited to trading in stocks and securities or commodities
for its own account. If none of the Series Trust’s income is effectively connected with a UL5. trade or business
carried on by the Series Trust, certain categories of income (including dividends and certain types of interest
income) derived by the Series Trust from U.S. sources will be subject to a U.S. tax of thirty percent, which is
generally withheld from such income.

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

As of March 31, 2019, the tax years that remain subject 1o examination vary by the major tax jurisdictions, other
than the U.5., and under the statute of limitations range from the commencement of operations to current fiscal vear.
The vears subject to examination by U.S. federal jurisdiction include the commencement of operations through
March 31, 2019,

8. FEES AND EXPENSES

{A) Administrator’s Fees. Brown Brothers Harriman & Co. (the “Administrator”) receives a fee accrued daily and
paid monthly based on the net asset value of the Series Trust. The Administrator receives an annual fee consisting of
a Fund Accounting fee of 0.02% of total net assets subject to a minimum fee of $22.500 per annum plus a fee of
.01% on passive hedged share class assets. The fees eamed by the Administrator during the year ended March 31,
2019 and cutstanding fees payable to the Administrator at the end of the year have been disclosed in the Statement
of Operations and the Statement of Assets and Liabilities, respectively.

{B) Transfer Agent's Fees. Brown Brothers Harriman & Co, {the “Transfer Agent™) receives a fee accrued daily
and paid monthly based on the net asset value of the Series Trust. The Transfer Agent receives an annual fee of
0.01% and a $10 fee per transaction. The fees earned by the Transfer Agent during the vear ended March 31, 2019
and outstanding fees payable to the Transfer Agent at the end of the year have been disclosed in the Statement of
Operations and the Statement of Assets and Liabilities, respectively.

{C) Custodian®s Fees, The Custodian receives asset based fees of 0,01% of assets under custedy and transactional
charges for specialized processing of $15 per transaction. The fees eamned by the Custodian during the vear ended
March 31, 2019 and outstanding fees payable to the Custodian at the end of the year have been disclosed in the
Statement of Operations and the Statement of Assets and Liabilities, respectively.

{D} Trustee’s Fees, The Trustee receives an annual fee of $10,000 per annum from the assets of the Series Trust,
which is payvable monthly in arrears. The fees earned by the Trustee during the year ended March 31, 2019 and
outstanding fees payable to the Trustee at the end of the year have been disclosed in the Statement of Operations and
the Statement of Assets and Liabilities, respectively.

{E) Investment Manager’s Fees. The Investment Manager is entitled to receive out of the assets of the Series Trust
a fee of 0.185% per annum of the Net Asset Value of the Series Trust, which is pavable monthly in arrears. The fees
earned by the Investment Manager during the year ended March 31, 2019 and outstanding fees payable to the
Investment Manager at the end of the year have been disclosed in the Statement of Operations and the Statement of
Assets and Liabilities, respectively.

(F) Management Service Providing Company’s and Manager’s Fees, Daiwa Asset Management Co. Lid (the
“Management Service Providing Company™) was appointed by the Manager to provide investor services to
unitholders in Japan which include document translation and customer assistance on matters regarding the Series
Trust. The Management Service Providing Company is entitled to receive out of the assets of the Series Trust a fee
of 0.20% per annum of the Net Asset Value of the Series Trust, which is payable monthly in arrears. The fees eamned
by the Management Service Providing Company during the year ended March 31, 2019 and outstanding fees
payable to the Management Service Providing Company at the end of the year have been disclosed in the Statement
of Operations and the Statement of Asseis and Liabilities, respectively.

The Manager determines unitholder distribution policy and directs the Trustee in its distribution responsibilities. The
Manager is entitled to receive out of the assets of the Series Trust a fee of 0.02% per annum of the Net Asset Value
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of the Series Trust, which is payable monthly in arrears. The fees eared by the Manager during the year ended
March 31, 2019 and outstanding fees pavable to the manager at the end of the year have been disclosed in the
Statement of Operations and the Staterment of Assets and Liabilities, respectively.

{G) Distributor’s and Agent Company’s Fees. The Manager appointed the Distributor and Agent Company to
engage in the selling and repurchasing of publicly offered units in Japan. The Distributor is entitled to receive out of
the assets of the Series Trust a fee at the rate of 0.60% per annum of the Net Asset Value of the Series Trust, which
is payable monthly in arrears. The fees earned by the Distributor during the year ended March 31, 2019 and
outstanding fees payable to the Distributor at the end of the vear have been disclosed in the Statement of Operations
and the Statement of Assets and Liabilities, respectively.

The Agent Company is entitled to receive out of the assets of the Series Trust a fee at the rate of 0.10% per annum
of the Net Asset Value of the Series Trust, which is payable monthly in arrears. The fees camed by the Agent
Company during the vear ended March 31, 2019 and outstanding fees payable to the Agent Company at the end of
the year have been disclosed in the Statement of Operations and the Statement of Assets and Liabilities,
respectively.

{H) Other Expenses. The Series Trust may bear other expenses related to its operations including but not limited to:
(i) governmental fees; (ii) brokerage fees and commissions and other portfolio transaction expenses; (iii) costs of
borrowing money, including interest expenses; (iv) extraordinary expenses, including costs of litigation and
indemnification expenses; (v) audit fees and (vi) printing fees.

9, RECENT ACCOUNTING PRONOUNCEMENTS

In March 2017, the Financial Accounting Standards Board issued Accounting Standards Update 2017-08,
Receivables —Nonrefundable Fees and Other Costs (Subtopic 310-20), Premium Amortization on Purchased
Callable Debt Securitics (“ASU 2017-08") which amends the amortization period for certain purchased callable debt
securities held at a premium, shortening such period to the earliest call date. ASU 2017-08 does not require any
accounting change for debt securities held at a discount; the discount continues to be amortized to maturity. ASU
2007-08 is effective for fiscal years beginning after December 15, 2019, and interim periods within fiscal years
beginning after December 15, 2020,

In August 2018, the Financial Accounting Standards Board issued Accounting Standards Update 2018-13
“Disclosure Framework Changes to the Disclosure Requirements for Fair Value Measurement™ (“ASU 2018-137)
which modifies disclosure requirements for fair value measurements principally for Level 3 sccurities and transfers
between levels of the fair value hierarchy. ASU 2018-13 is effective for fiscal years beginning after December 15,
2019 and for interim periods within those fiscal years.

Management does not expect the application of ASU 2017-08 and ASU 2018-13 will have a significant impact on
the Series Trust’s financial statements.

10. SUBSEQUENT EVENTS

The Trustee has evaluated all subsequent transactions and events through August 29, 2019, the date on which these
financial statements were available to be issued. From April 1, 2019 through August 29, 2019, there were
subscriptions of $401,907 and redemptions of $1,187,078. During the same period, there were distributions of
$631,496 of which there were no reinvestments. There are no other subsequent events to report as they relate to the
Series Trust.
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Statement of Assets and Liabilities

March 31, 2018

{Expressed in United States Dollars)

Assets
Investments in Underying Seres Trest and short term investments, at value
{cost 326,424 080) % 27.033.682
Cash 1.504
Deposits with counterparty 350,000
Total assots 27,385,186
Liabilitios
Unrealized depreciation on forward foreign cumency contracts 237944
Payables for:
Accrued professional fees GE.648
Accrued distributors fees 14,148
Accrued manager's fees 8,116
Accrued printing fees 8915
Accrued administrator's and transfer agent's fees 7,882
Accrued custedian's fees 7.532
Accrued investment manager's fees 4,362
Accrued agent company’s fees 2358
Accrued management service providing company’s fees 312
Other liabilties 800
Total llabilities 362,717
Net assets 5 27,022 459
ALD Hedge Units ] 1,185,295
BRL Hedge Units 21,906,629
USD Units 3,929,545
5 27,022 468
Units outstanding
ALUD Hedge Units 14,637
ERL Hedge Units B3 GTT
USD Units 38553
Met asset value per unit )
ALID Hedge Units -3 B1.05
BRL Hedge Units & ET.10
USD Units 5 101.93

The accompanying notes are an integral part of these financial statements
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Daiwa/Fidelity Asia High Yield Bond Fund (Menthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Statement of Operations

For the Year Ended March 31, 2018

(Expressed in United States Dollars)

Investment Income

Interest income 3 18,957
Total investment income 18,957
Expenses
Distributor's fees 361,452
banager's fees 120,484
Invesiment manager's fees 111,447
Professional fees 73072
Agent company's fees 60,242
Printing feas 45 326
Administrator's and transfer agent's fees 35471
Trustea's fees 23,700
Custodian's fees 21,527
Management service providing company’'s fees 12.048
Registration fees 4131
Other expanses 3,057
Total expenses 875,957
Net investment loss (857,000)
REALIZED AND UNREALIZED GAIN [LOSS):
Met realized gain (loss) on:
Sales of Underlying Saries Trust 8,416,055
Fareign currency transactions and forward fafeign curmency contracts (514.953)
Net realized gain 7.501.102
Net change in unrealized appreciation (depreciation) from:
Investment in the Underlying Sernes Trust (5.203,808)
Farergn curmency ranslations and forward fareign currency contracts 583,750
Met change in unrealized depreciation {4.940,058)
Net realized and unrealized gain 2,961,044
Net increase in net assets resulting from operations 5 2.104.044

The accompanying notes are an integral part of these financial statements
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon

A Series Trust of Daiwa Discovery Fund Series
{An Open-ended Cayman Islands Unit Trust)
Statement of Changes in Net Assets

For the Year Ended March 31, 2018

(Expressed in United States Dollars)

Nat increase (decrease) in net assets from operations

Met investmant loss § {857,000)
MWet raalized gain 7,901,102
Met change in unrealized depreciation (4.940.058)
Met increase in net assats resulting from operations 2,104,044
Distributions to unitholders {6.380.188)
Met decrease in net assets resultng from Series Trust unit transactions 31,837 620
et decrease in net assets {36.113,764)
Nat Assets
Beginning of penod 63,136,233
End of pericd $§ 270224580
AUD Hedge Units BRL Hedge Units USsSD Class
Serles Trust unit transactions
Units
Issued - 245,873 3,725
Redeemed (10,718) (753,5649) {19,847
Nat change in units (10,718) (507 806) {16,122)
Amounts
lzsued g - £ 15220523 § 386,000
Redeemead {206,499) {44 480 282) (2,057 362)
Nat decrease in net assets rasulting from
Serles Trust unit transactions 5 (906,499 § {29.259.759) § (1,671,362)

The accompanying nodes are an integral part of these financial statements
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) - Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Financial Highlights

For the Year Ended March 31, 2008

[Expressed in Unied States Ooiars)

Snlectod per Linit Data:
AUD Hedge Units __BRL Hedge Units USD Units
Het asset value per unit, Beginming of year 3 BT 83 § @207 3 104 84
P it o {124} {6388} 1,45
et realized and unrealized gain from invesfmmt A 18 330 344
Todal income: from investment cperations rag 1.53 1.59
Distributions fo unkhelders {3.70) 1650} (4,10)
Heot anest valus per wnit, end of pasr E B1.05 5 571D ] 104.83
Total retum™ 228% 2.38% 15I%
Het assets, and of year 1,186,298 21,906 6249 3529 545
Ratm of iokal experses 1o average nel 0ssots 1.52% L dd% 183
Raba of ivestmant loss to average nel assels {1 45 {1419} {1Ladfis)

' Caleulatnd based on iverage unis culstanding dusing the ysar.
* Tolsf retumn assurnes Ihe afsct of mirmesied diatibuiions.

The aceompanying notes are an integral part of these Mnancial sdatements
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Daiwa/Fidelity Asia High Yield Bond Fund {Monthly Distribution) — Currency Dragon

A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements

For the Year Ended March 31, 2018

1. ORGANIZATION

Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution)-Currency Dragon (the “Series Trust™) is a series
trust of Daiwa Discovery Fund Series (the "Trust"), which was constituted pursuant to the master trust deed and a
supplemental trust deed dated August 3, 2011 and made between Intertrust Trustees (Cayman) Limited (the
“Trustee™) and Daiwa Assel Management Services Lid, (Cayman) (the "Manager™). The Trust is an open-ended unit
trust established in the Cayman Islands and the Series Trust commenced operations on September 22, 2011,

Three classes of units were issued for the Series Trust: AUD Hedge Units, BRL Hedge Units, and USD Units, All
classes subscribe, redeem, and distribute in U.S. Dollar, Each class invests in a similar asset pool. The denominated
currency of each class will be hedged against the U.S. Dollar except for the USD Units which will not be hedged.
Other classes of units may be issued in the future,

The investment objective of the Series Trust is to seek a steady growth of its assets and stable returns by investing in
Asian high vield bonds. The Series Trust indirectly invests in Asian high vield bonds through investing in the USD
¢class of Daiwa/Fidelity Asia Hizh Yield Bond Fund (“Underlving Series Trust™) which invests primarily in high-
yielding, sub investment grade debt securities of issuers that have their principal business activities in the Asian
region.

Currency hedging transactions will be carried out for the account of the BRL Hedge Units and the AUD Hedge
Units with the aim of converting the currency exposure that such classes of units have against the U.S. Dollar (as a
result of being exposed o U.S. Dollar denominated investments) to the applicable Hedging Currency for such
classes of Units through following a foreign exchange investment strategy which takes a long position on the
Hedging Currency and a short position on the US. Dollar (the "Foreign Exchange Investment Stralegy”).
Accordingly, investors in the BRL Hedge Units and AUD Hedge Units will be exposed to changes in the foreign
exchange rate between the applicable Hedging Currency for such classes ol Units and the US. Dollar. Such
exposure may have either a positive or negative impact on the Met Asset Value per Unit of the BRL Hedge Units
and the AUD Hedge Units,

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

The investment manager of the Series Trust is Daiwa Asset Management (Furope) Lid. ("Investment Manager™).
2. SIGNIFICANT ACCOUNTING POLICIES

The Series Trust's financial statements reflect the period from April 1, 2017 to March 31, 2018, which is the Series
Trust's financial year end.

The following is a summary of significant accounting policies consistently followed by the Series Trust in the
preparation of its financial statements in conformity with accounting principles generally accepted in the United
States of America (LS. GAAP”). The preparation of financial statements in accordance with ULS. GAAP reguires
management to make estimates and assumptions that affect the reported amounts and disclosures in the financial
statements. Actual results could differ from those estimates.

{A) Determination of Net Asset Value of Units. The net asset value of each unit of the Series Trust is calculated
by dividing the net asset value of the Series Trust attributable to each class of units ("net asset value" being the value
of its total assets minus its liabilities including accrued fees and expenses) by the total number of units of each class
then oulstanding. The net asset value of the Series Trust is calculated each day on which banks in each of Japan,
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements (continued)

For the Year Ended March 31, 2018

Hong Kong, London, and New York. and financial instrument firms in Japan are open for business and/or such other
day or days as the Manager, after consultation with the Trustee, may from time to time determine (the “Business
Day™).

The value of all assets not denominated in US. Dollar (il any) will be converted to their U.5. Dollar equivalent
using the appropriate spot rates from an approved independent pricing service.

(B) Fair Value Measurements. In accordance with the authoritative guidance on fair value measurements and
disclosures under U.5. GAAP, the Series Trust discloses the fair value of its investments in a hierarchy that
prioritizes the inputs to valuation techniques used to measure the fair value. The hierarchy gives the highest priority
to valuations based upon unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurement) and the lowest priority to valuations based upon unobservable inputs that are significant to the
valuation (Level 3 measurement). The guidance establishes three levels of the fair value hierarchy as follows:

. Level | fair value measurements are those derived from quoted prices (unadjusted) in active markets Tor
identical assets or liabilities,

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

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

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

Investments. Investments whose values are based on the quoted market prices in active markets, and therefore
classified within Level 1, usually include exchange-traded common stocks and time deposits. The quoted price for
such instruments is not adjusted even in situations where the Series Trust holds a large position and a sale could
reasonably impact the quoted price.

Short-term investments having a maturity of 60 days or less are stated at amortized cost, which approximates fair
value.

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

At March 31, 2018, investment in the Underlying Series Trust and derivatives were valued based on Level 2 inputs,
The Series Trust uses the “market approach™ valuation technique to value its investments in funds and derivatives,
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series
(An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements {(continued)
For the Year Ended March 31, 2018

The Series Trust follows the authoritative guidance under U5, GAAP for estimating the fair value of investments in
the Underlying Series Trust that has calculated Net Asset Value per share in accordance with the specialized
accounting guidance for Investment Companies. Accordingly, if the Series Trust determines that the Net Asset
Value per share of an investment is indicative of fair value, the Series Trust records the fair value of an investment
in an investment company using the Net Asset Value per share of the investment (or its equivalent) without further
adjustment (the “practical cxpedient™). The guidance permits the Series Trust to use the practical expedient only if
the Net Asset Value per share of the investment is determined in accordance with the specialized accounting
guidance for Investment Companies as of the reporting entity’s measurement date. Investments in the Underlying
Series Trust are valued at Fair value based on the closing Net Asset Value each Business Day.

Perivative Instruments. The Series Trust may use derivatives for hedging purposes, including anticipatory hedges,
Hedging is a strategy in which the Series Trust uses a derivative to offset the risks associated with other Series Trust
holdings. While hedging can reduce losses, it can also reduce or eliminate gains or cause losses if the market moves
n a manner different from that anticipated by the Series Trust or if the cost of the derivative outweighs the benefit of
the hedge. Hedging also involves the risk that changes in the value of the derivative will not match those of the
holdings being hedged as expected by the Series Trust, in which case any losses on the holdings being hedged may
not be reduced and may be increased. There can be no assurance that the Series Trust's hedging strategy will reduce
risk or that hedging transactions will be either available or cost effective. The Series Trust is not required to use
hedging and may choose not to do so. 1T the Series Trust invests in a derivative instrument, it could lose more than
the principal amount invested. Also, suitable derivative transactions may not be available in all circumstances and
there can be no assurance that the Series Trust will engage in these transactions to reduce exposure to other risks
when that would be beneficial.

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

OTC derivatives, including forward lorcign currency contracts and swap contracts are valued using observable
inputs, such as quotations received from the counterparty, dealers or brokers, whenever available and considered
reliable. In instances where models are used, the value of an OTC derivative depends upon the contractual terms of,
and specific risks inherent in. the instrument as well as the availability and reliability of observable inputs. Such
inputs include market prices for reference securities, vield curves, credit curves, measures of volatility, prepayment
rates and comrelation of such inputs, Certain OTC derivatives, such as generic forward lorcign currency contracts
and swap contracts, have inputs which can generally be corroborated by markel data and are therefore classified
within Level 2.

Those OTC derivatives thal have less liquidity or for which inputs are unobservable are classified within Level 3.
While the valuations of these less liquid OTC derivatives may utilize some Level 1 and/or Level 2 inputs, they also
include other unobservable inputs which are considered significant to the fair value determination. At each
measurement date, the Level 1 and Level 2 inpuis are updated to reflect observable inputs. though the resulting gain
and tosses are reflected within Level 3 due to the significance of unobservable inputs.
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements (continned)

For the Year Ended March 31, 2018

The following is a summary of the fair valuation according to the inputs used as of March 31, 2018 in valuing the
Series Trust's financial instruments™:

{Unadjusted)
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable Investments
Investments Inputs Inputs measured at Fair Value at
Assets {Lavel 1) _[Level 2) {Leval 3) net assat value 033118
Equity Securities
Daiwa/Fidelity Asia High
Yield Bond Fund
(A Series Trust of Daiwa
Global Trust)
UsSD Class 5 “ 3 - 5 - & 25377732 5 25377732
Short-Term Investments
Time Deposits 1,655,950 - - _1.655 850
Total Investments $ 1.655950 - - H - § 25377732 5 27.033.682
Financial Derivative
Instruments®*
Liabilities
Forward Foreign Currency
Contracts s - $ (237 544) 5 - § - 5 (237.944)

* For further information on catcgorics of seourilies refer 1o the Schedule of Investments,
=+ Derivalive [inancial instruments such as Forward forcign currendsy contracts are valued ai the unrealized appreciation
{depreciation) om the instrment,

During the vear ended 31 March. 2018, there were no transfers between Level 1, Level 2 or Level 3. The Fund
accounis for investments it transfers in and out of each level at the end of the period.

(C) Investment Transactions and Investment Income. Purchases and sales of the Underlving Series Trust are
accounted for on trade date. Gains and losses are reported on an identified cost basis. Distributions of income or
realized gains from the Underlying Series Trust are recorded on ex-dividend date. Distributions of return of capital
by the Underlving Serics Trust are recorded as a reduction in the cost of the investment. Interest income is accrued
as earmed.

Cost of purchases and proceeds of sales of units in the Underlying Series Trust for the year were $18.500,000 and
856,227, 7 respectively.

(DY) Expenses. Expenses are recorded on the accrual basis. The Series Trust incurs fees and expenses. which include,
but are not limited to. administration and accounting, custody, transfer agent, distribution, investment management,
andit fees and other expenses associzted with the operation of the Series Trust,

(E) Distribution Policy. The Trustee will, upon the direction of the Manager. pay distributions to the unitholders,
The Manager will generally determine the amount of distribution after having regard to factors including, but not
limited to, the vield to maturity of the bond portfolio of the Underlying Series Trust, other fees, costs and expenses,
and in the case of BRL Hedge Units and AUD Hedge Units, the difference between the interest rates in the
applicable hedging currency and USD. The Manager seeks to pay distributions out of income and realized and
unrealized profits. However, distributions may be paid out of capital artributable to the relevant class of units.
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A Series Trust of Daiwa Discovery Fund Series
(An Open-ended Cayman Islands Unit Trust)
Notes to Financial Statements (continued)
For the Year Ended March 31, 2018

Distributions declared and paid for the vear ended March 31, 2018 are as follows:

Distributions to Unitholders Amount

AUD Hedge Units s 67.265
BRL Hedge Units 6.116.600
UISD Units 196,323
Total distributions 5 6.380,188

(F) Cash and Foreign Currency. The functional currency and reporting currency of the Series Trust 1s U.S. Dollar.
The fluctuations in the value of currency holdings and other assets and liabilities resulting from changes in exchange
rates are recorded as unrcalized foreign currency gains or losses. Realized gains or losses and unrealized
appreciation or depreciation on investment securities and income and expenses are lranslated on the respective dates
of such transactions and the reporting date. respectively, The effects of changes in foreign currency exchange rates
on investments in securities and derivatives are not segregated on the Statement of Operations from the effects of
changes in market prives and values of those securities, but are included with net realized and unrealized gains or
losses,

(G) Time Deposits. The Series Trust, through Brown Brothers Harriman & Co. (the "Custodian™), places excess
cash balances into overnight lime deposits with one or more eligible depositary institutions, as determined by the
Investment Manager, These are classified as short term investments in the Series Trust’s Schedule of Tnvestments.

(H) Forward Foreign Currency Contracts. The Series Trust may enter into forward foreign currency contracts in
connection with settling planned purchases or sales of securities to hedge the currency exposure associated with
some or all of the Series Trust’s securities or as a part of an investment strategy. A forward foreign currency contract
is an agreement between two parties to buy and sell a currency at a set price on a fiture date. The fair value of a
forward foreign currency contract fluctuates with changes in forward foreign currency exchange rates. Forward
foreign currency contracts are marked to market daily and the change in value is recorded by the Series Trust as an
unrealized appreciation or depreciation. Realized gains or losses equal to the difference between the value of the
contract at the time it was opened and the value at the time it was closed are recorded upon delivery or receipt of the
currency. These contracts may involve market risk in excess of the unrealized appreciation or depreciation reflected
on the Statement of Assets and Liabilities, In addition, the Series Trust could be exposed to risk if the counterparties
are unable to meet the terms of the contracts or if the value of the currency changes unfavorably to the base
currency. The Series Trust is also authorized to enter into forward foreign currency coniracts for the purpose of
hedging exchange risk for investors. Gains and losses arising from class specific forward foreign currency contracts
are allocated to those specific classes. Forward foreign currency contracts outstanding at March 31, 2008 are listed
in the Schedule of Investments.

(1) Derivative Instruments. ASC §15-10-50 requires disclosures about derivative instruments and hedging
activities. It requires that the Series Trust disclose: a) how and why an entity uses derivative instruments, b) how
derivative instruments and related hedged items are accounted for and ¢) how derivative instruments and related
hedged items affect an entity's financial position, financial performance and cash flows,

The Series Trust may transact in a variety of derivative instruments including futores and forward foreign currency
contracts primarily for trading purposes with each instrument’s primary risk exposure being interest rate, credit or
foreign exchange risk. The fair value of these derivative instruments is included in the Statement of Assets and
Liahilities with changes in fair value reflected as realized gains (losses) or net change in unrealized appreciation
{depreciation) on forward foreign currency contracts within the Statement of Operations. During the year, the Series
Trust’s transactions in derivative instruments consisted ol only forward foreign currency contracts.
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

{An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements (continued)

For the Year Ended March 31, 2018

The Series Trust does not designate any derivative instruments as hedging instruments under ASC 815,

The e¢ffect of derivative instruments on the Statement of Assets and Liabilities at March 31, 2018
Derivatives not accounted for as hedging instruments under ASC 815

Location Foreign Exchange Risk*
Liabilities derivatives
Unrealized depreciation on forward foreign currency contracts 5 (237.944)

*Gross value is presented in the Statement of Asscts and Liabilitics v the unreahzed appreciabonddepreciation) on open lrward foresgn
CLITENCY Contracts line.

The effect of derivative instruments on the Statement of Operations for the vear ended March 31. 2018
Derivatives not accounted for as hedging instruments under ASC 815

Location Fureign E.Hhange Risk
Realized gain/(loss) on derivatives recognized as a result from operations
Met realized loss on forward foreign currency contracts % (514.682)

Change in unrealized appreciation/(depreciation) on derivatives recognized
as a result from operations
Met change in unrealized appreciation on forward foreign currency contracts % 963,750

The average monthly notional amounis of open forward {oreign currency contracts outstanding during the vear
ended March 31, 2018 were approximately as follows:

Fund Level B 12,888
AUD Hedge Units % 1.537.091
BRL Hedge Units § 55,750,652

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

Collateral requirements are determined based on the Series Trust's net position with each counterparty. Collateral
can be in the form of cash or other securities as agreed to by the Series Trust and the applicable counterparty. With
respect to certain counterparties, in accordance with the terms of the Master Agreements, collateral posted to the
Series Trust, i any, is held in a segregated account by the Series Trust's custodian and with respect to those amounts
which can be sold or repledged, are presented in the Schedule of Investments. Collateral pledged by the Series Trust,
if any. is segregated by the Series Trust's custodian and identified in the Schedule of Investments. As of
March 31, 2018, there was cash collateral of $350,000 pledged with Citibank N A,
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Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) — Currency Dragon
A Series Trust of Daiwa Discovery Fund Series

(An Open-ended Cayman Islands Unit Trust)

Notes to Financial Statements (continued)

For the Year Ended March 31, 2018

3. UNDERLYING SERIES TRUST

The following infarmation has been taken from the December 29, 2017 audited financial statements of the
Underlying Series Trust and is consistent with the information of the Underlying Series Trust as of March 31, 2018,

ORGANIZATION OF THE UNDERLYING SERIES TRUST

Daiwa/Fidelity Asia High Yield Bond Fund (the “Fund™) is a series trust of Daiwa Global Trust {the "Trust"). The
Fund is an open-ended unit trust established in the Cayman Islands. The Trust was established pursuant to a
declaration of trust executed by Brown Brothers Harriman Trust Company (Cayman) Limited (the “Underlving
Series Trust’s Trustee™), a trust company incorporated under the laws of the Cayman Islands. The Fund commenced
operations on July 22, 2011.

Brown Brothers Harriman Trust Company (Cavman) Limired will be referred to as the Underlyving Series Trust’s
Trustee for Note 3 only as a means of differentiating from the Series Trust’s Trustee (Intertrust Trustees (Cayman)
Limited) as defined in Note 1.

The Fund currently offers four classes of units: Class A — JPY Class, Class B — BRL Class, Class © — ASIA
Currency Class and Class D — USD Class (each a “Class™ and collectively “Classes™). All classes subscribe, redeem,
and distribute in Japanese Yen with the exception of USD Class units which subscribes. redeems and distributes, as
applicable, in LS, Dollar. Each class invests in a similar asset pool. The denominated currency of each class will be
hedged against the U.S. Dollar in cach class except for Class D — USD Class which will not be hedged.

The investment objective of the Fund is to seek a high level of current income and capital appreciation by investing
primarily in high-vielding, sub investment grade debt securities of issuers that have their principal business activities
in the Asian region and through the use of currency overlay established by Daiwa Asset Management (Europe) Lid.
{the “Currency Manager™).

The investment manager of the Fund is FIL Investment Management (Hong Kong) Limited (“Investment
Manager™).

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

SIGNIFICANT ACCOUNTING POLICIES OF THE UNDERLYING SERIES TRUST

The Fund's financial statements reflect the period from December 31, 2016 to December 29, 2017, which is the
Fund’s fiscal vear end representing the last Business Day in December, as defined in the Fund's prospectus, The
following is a summary of significant accounting policies consistently followed by the Fund in the preparation of its
financial statements in conformity with accounting principles generally accepted in the United States of America
{“11.5. GAAP"). The preparation of financial statements in accordance with 1.8, GAAP requires management to
make estimates and assumptions that affect the reported amounts and disclosures in the financial statements. Actual
results could differ from those estimates,

{A) Determination of Net Asset Value of Units. The net asset value of each unit of the Fund is calculated by
dividing the net asset value of the Fund ("net asset valuc™ being the value of its total assets minus its habilities
including accrued fees and expenses) by the total number of units of the Fund then outstanding. The net asset value
of the Fund is calculated at the close of business on each dealing day, which means any day on which banks in Hong
Kong, London, New York and Tokyo are open for business and such other day or days as the Underlying Series
Trust's Trustee may from time to time determine.
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Notes to Financial Statements (continued)

For the Year Ended March 31, 2018

L UNDERLYING SERIES TRUST {continued)

The value of all assets not denominated in LS. Dollar (if any) will be converted 1o their U.S, Dollar equivalent
using the appropriate spot rates as of 4:00 p.m. London time from an approved independent pricing service. For each
Class which transacts in Japanese Yen, the net asset value per unit is converied 1o iis Japanese Yen equivalent for
purposes of capital subscriptions, redemptions and distributions using the appropriate spot rates as of 4:00 p.m.
London time from an approved independent pricing service.

The Fund shall be terminated on the happening of the first to ocour of any of the following events: (a) If it becomes
illegal or in the opinion of the Underlying Series Trust’s Trustee. impractical or inadvisable or contrary to the
interests of the unitholders either to continue the Fund or 10 remove it to another legal jurisdiction. (b) If the majority
of unitholders by unitholders resolution shall so determine. (¢) Upon the termination of the period which
commenced with the Trust Deed and terminates one hundred fifty vears from that date. (d) If the Underlying Series
Trust's Trustee gives written notice of its intent to retire,

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

Domestic and foreign fixed income securities and non-exchange traded derivatives are normally valued on the basis
of quotes obtained from established market makers or pricing services. Prices obtained from independent pricing
services use information provided by market makers or estimates of market values obtained from vield dala relating
1o investments or securities with similar characteristics. Certain fixed income sccurities purchased on a delayed-
delivery basis are marked to market daily until settlement at the forward settlement date. Short-term investments
having a maturity of 60 days or less are stated at amortized cost, which approximates fair value.

Securities and other assets for which market quotes are not readily available are valued at fair value as determined in
good faith by Brown Brothers Harriman & Co. (the “Administrator”™) in accordance with advice from the Investiment
Manager. Market quotes are considered not readily available in circumstances where there is an absence of current
or reliable market-based data {e.g., trade information, bid/asked information, broker quotes), including where events
occur after the close of the relevamt market, that materially affect the values of the Fund's securilics or assets, In
addition, market quotes are considered not readily available when, due to extraordinary circumstances, the
exchanges or markets on which the securities trade, do not open for trading for the entire day and no other market
prices are available. The Administrator is responsible for monitoring significant events that may materially affect the
values of the Fund's securities or assets and for determining whether the value of the applicable securities or assets
should be re-evaluated in light of such significant events.

When the Fund uses fair value pricing to determine its net asset value, securities will not be priced on the basis of
quotes from the primary market in which they are traded, but rather may be priced by another method that the
Investment Manager or persons acting at their direction believe accurately reflects fair value. Fair value pricing may
require subjective determinations about the value of a securitv, While the Fund's policy is intended to resull in a
calculation of the Fund’s net asset value that fairly reflects security values as of the time of pricing, the Fund cannot
ensure that fair values determined by the Investment Manager or persons acting at their direction would accurately
reflect the price that the Fund could obtain for a security if' it were 1o dispose of that security as of the time of pricing
{for instance, in a forced or distressed sale). The prices used by the Fund may differ from the value that would be
realized if the securities were sold and the differences could be material to the financial statements.

Fair Value Measurements - In accordance with the authoritative guidance on fair value measurements and
disclosures under 1.5, GAAP, the Fund discloses the fair value of its investments in a hierarchy that prioritizes the
inputs to valuation techniques used to measure the fair value, The hierarchy gives the highest priority to valuations
based upon unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurement} and
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3. UNDERLYING SERIES TRUST (continued)

the lowest priority to valuations based upon unobservable inputs that are significant to the valvation (Level 3
measurements).

The puidance establishes three levels of the fair value hierarchy as follows:

. Level | — Inputs that reflect unadjusted quoted prices in active markets for identical investments that the
Fund has the ability to access at the measurement date;

. Level 2 — Inputs other than quoted prices that are observable for the asset or liability either directly or
indirectly, including inputs in markets that are not considered to be active:

. Level 3 — Inputs that are unobservable. Investments classified as Level 3 have significant unobservable
inputs as they trade infrequently.

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

Investments. [nvestments whose values are based on the quoted market prices in active markets. and therefore
classified within Level 1. usuvally include certain exchange-traded common stock and time deposits. The quoted
price Tor such instruments is not adjusted even in sitvations where the Fund holds a large position and a sale could
reasonably impact the quoted price.

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

Derivative Instraments. The Fund may use derivatives for hedging purposes, including anticipatory hedges.
Hedging is a strategy in which the Fund uses a derivative to offSet the risks associated with other Fund holdings.
While hedging can reduce losses, it can also reduce or eliminate gains or cause losses if the market moves in a
manner different from that anticipated by the Fund or if the cost of the derivative outweighs the benefit of the hedge.
Hedging also involves the risk that changes in the value of the derivative will not match those of the holdings being
hedged as expected by the Fund, in which case any losses on the holdings béing hedged may not be reduced and
may be increased. There can be no assurance that the Fund's hedging strategy will reduce risk or that hedging
transactions will be either available or cost effective, The Fund is not required to use hedging and may choose not to
do so. If the Fund invests in 2 derivative instrument, it could lose more than the principal amount invested. Also,
suitable derivative transactions may not be available in all circumstances and there can be no assurance that the
Fund will engage in these transactions to reduce exposure to other risks when that would be beneficial.
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3. UNDERLYING SERIES TRUST (continued)

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

OTC derivatives, including forward foreizn currency contracis and swap confracts are valued using observable
inputs, such as quotations received from the counlerparty. dealers or brokers, whenever available and considered
reliable. In instances where models are used, the value of an OTC derivative depends upon the contractual terms of,
and specific risks inherent in, the instrument as well as the availability and reliability of observable nputs. Such
inputs include market prices for reference securities, yield curves, credit curves, measures of volatility, prepayment
rates and correlation of such inputs. Certain OTC derivatives, such as generic forward foreign currency contracts
and swap contracts, have inputs which can generally be corroborated by market data and are therefore classified
within Level 2.

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

{C) Securities Transactions and Investment Income. Securities transactions are recorded as of the trade date for
financial reporting purposes. Realized gains and losses from securities sold are recorded on the identified cost basis.
Premiums and discounts on securities are amortized/acereted on an effective vield basis. Interest income is recorded
on the accrual basis. Dividend income is recorded on the ex-dividend date. Investment income is recorded nel of
foreign taxes,

(D) Distribution Policy. The Underlving Series Trust's Trustee has delegated to the Currency Manager the
authority to make distributions to unitholders, Distributions are made out of the net investment income, net realized
and unrealized capital gains and principal of the Fund for the period under review,

The Currency Manager accordingly intends to make monthly distributions for Class A - IPY Class. Class B — BRL
Class and Class C— ASIA Currency Class on the 18th day of each month (or the prior Business Day if the 18th is
not a Business Day) to the unitholders of record as of the 17th of each month. Class ¥ — USD Class has no planned
distributions.

Distributions are automatically reinvested and the proceeds are applicd to each unitholder’s investinent account.

The Underlving Series Trust's Trustee may change the distribution policy and distribute or cause to be distributed
such amounts and with such frequency as may be determined by the Underlying Series Trust's Trustee from time two
time in consultation with the Currency Manager and with the consent of unitholders by unitholder resolution.

{E)} Cash and Foreign Currency. The transactional currency for the capital activity of the Fund 1s Japanese Yen for
all classes with the exception of Class D -~ USD Class which has a transactional currency of U.S. Dollar, The
reporting currency of the Fund is the U.S. Dollar. The fluctuations in the value of curreney holdings and other assets
and liabilities resulting from changes in exchange rates are recorded as unrealized foreign currency gains or losses.
Realized gains or losses and unrealized appreciation or depreciation on investment securities and income and
expenses are franslated on the respective dates of such transactions and the reporting date, respectively. The effects
of changes in foreign currency exchange rates on investments in securities and derivatives are not segregated on the
Statement of Operations from the effects of changes in market prices and values of those securities. but are included
with net realized and unrealized gains or losses,
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3. UNDERLYING SERIES TRUST (continued)

(F) Time Deposits, The Fund. through Brown Brothers Harriman & Co. (the “Custodian™), places excess cash
balances into overnight time deposits with one or more eligible deposit institutions, as determined by the Investment
Manager, These are classified as short term investments in the Fund's Schedule of Investments. In periods of
decreased demand for currency, the Fund may pay a fee for deposit of currency, which may result in interest
expense to the Fund. Due to the European Central Bank and the Central Bank of Japan deposit rate cuts, interest
rates for Furo and Japancse Yen - denominated short-term instruments may be less than zero percent.

{G) Forward Foreign Currency Contracts. The Fund may enter into forward foreign currency contracts in
connection with settling planned purchases or sales of securities to hedge the currency exposure associated with
some or all of the Fund’s securities or as a part of an investment strategy. A forward foreign currency contract is an
agreement between two parties to buy and sell a carrency at a set price on a future date. The fair value of 4 forward
foreign currency contract fluctuates with chunges in forward foreign currency exchange rates. Forward foreign
currency contracts are marked to market daily and the change in value is recorded by the Fund as an unrcalized gain
or loss. Realized gains or losses equal to the difference between the value of the contract at the time it was opened
and the value at the time it was closed are recorded upon delivery or receipt of the currency. These contracts may
involve market risk in excess of the unrealized gain or loss reflected on the Statement of Assets and Liabilities. In
addition, the Fund could be exposed to risk if the counterparties are unable to meet the terms of the contracts or if
the value of the currency changes unfavorably to the base currency. The Fund is also authorized to enter into
forward foreign currency contracts for the purpose of hedging exchange risk for investors. Gains and losses arising
from class specific forward foreign currency contracts are allocated to those specific classes. Forward foreign
currency contracts outstanding at December 29, 2017 are listed in the Schedule of Investments,

(H) Futures Contracts. The Fund may coter into futures contracts. The Fund may use futures contracts to manage
its exposure to the securities markets or 1o movements in interest rates and currency values, The Fund may also
purchase or sell futures contracts for foreign currencies or options thereon for non-hedging purposes as a means of
making direct investment in foreign currencics. The primary risks associated with the use of futures contracts are the
imperfect correlation between the change in market value of the securities held by the Fund and the prices of futures
contracts, the possibility of an illiquid markel, and the inability of the counterparty to meel the terms of the contract.

Futures contracts are valued based upon their quoted daily settlement prices. Upon entering into a futures contract,
the Fund is required to deposit with its futures broker, an amount of cash or U.5. government or agency obligations
in accordance with the initial margin requirements of the broker or exchange. Fuiures contracts are marked to
market dailv and an appropriate pavable or receivable for the change in value is recorded by the Fund in the
Statement of Assets and Liabilities. Gains or losses are recognized but not considered realized until the contracts
expire or are closed. Futures contracts involve, to varving degrees, risk of loss in excess of the variation margin
disclosed on the Statement of Asscts and Liabilities. Futures contracts outstanding at December 29, 2017 are listed
in the Schedule of Investments.

(1) Swap Contracts. The Fund may invest in swap transactions, including, but not limited fo, swap agréements on
interest rates and credit default swaps. Swap agreements are privalely negotiated in the over-the-counter market
{*OTC swaps™") and executed in a multilateral or other trade facility platform, such as a registered commodities
exchange (**centrally cleared swaps™'). The Fund may enter into credit default and interest rate swap agreements to
manage its exposure to credit and interest rate risk. Securities or cash may be identified as collateral or margin in
accordance with the terms of the respective swap agreements to provide assets of value and recourse in the event of
default or bankrupiey/insolvency.

Swaps are marked to market daily based upon values provided by third party vendors, registered commodities
exchanges, or quotations from market makers to the extent available. Changes in market value, if any, are reflected
as a component of net changes in unrealized appreciation/(depreciation) on the Statement of Operations. Daily
changes in valuation of ¢entrally cleared swaps, if any. are recorded as a receivable or payable for the change in
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3. UNDERLYING SERIES TRUST (continued)

value as appropriate ("variation margin®) on the Statement of’ Assets and Liabilities, In the event that market quotes
are not readily available and the swap cannot be valued pursuant to one of the valuation methods, the value of the
swap will be determined in good faith by the Investment Manager,

Interest rate swap agreements invelve the exchange by the Fund with another party of their respective commitments
to pay or receive interest (e.g.. an exchange of floating rate payments for fixed rate payments with respect to the
notional amount of principal). Certain forms of interest rate swap agreements may include: (i) interest rate caps,
under which, in retum for a premium, one party agrees to make payments to the other to the extent that interest rates
exceed a specified rate, or “cap”, (ii) interest rate floors, under which, in return for a premium, one party agrees 1o
make payments to the other to the extent that interest rates fall below a specified rate. or “floor™, (iii}) interest rate
collars, under which a party sells a cap and purchases a floor or vice versa in an allempt to protect itself against
interest rate movements exceeding given minimum or maximum levels, (iv) callable interest rate swaps, under
which the counterparty may terminate the swap transaction in whole at zero cost by a predetermined date and time
prior to the expiration date, (v) spreadlocks, which allow the interest rate swap users to lock in the forward
differential (or spread) between the interest rate swap rate and a specified benchmark, or {vi) basis swaps, under
which two parties can exchange variable interest rates based on different money markets.

Credit default swap agreements on corporale or sovereign issues invelve one party making a sircam of payments to
another party in exchange for the right to reccive a specified returmn in the event of a default. The Fund may use
credit default swaps on corporate or sovereign issues to provide a measure of protection against defaults of the
issuers (i.e., to reduce risk where the Fund owns or has exposure to the reference obligation) or to take an active
long or short position with respect to the likelihood of a particular issuer’s default. As a seller of protection, the
Fund will generally receive from the buver of protection an upfront pavment and‘or a fixed rate of income
throughout the term of the swap provided that there is no credit event. If the Fund is a seller of protection and a
eredit event occurs, as defined under the terms of that particular swap agreement, the Fund will pay to the buver of
the protection an amount up to the notional amoeunt of the swap and in certain instances take delivery of the security.
As the seller, the Fund would effectively add leverage to its portfolio because. in addition to its total net assets, the
Fund would be subject 1o investment exposure on the notional amount of the swap. As a buyer of protection, the
Fund will generally receive from the seller of protection an amount up to the notional amount of the swap if a credit
evenl neours,

Credit default swap agreements on credit indices involve one party making a stream of payments to another party in
exchange for the right to receive a specified return in the event of a write-down, principal shortfall, interest shortfall
or default of all or part of the reference entities comprising the credit index. A credit index is a list of credit
instruments or exposures designed to be representative of some part of the credit market as a whole. These indices
are made up of reference credits that are judged by a poll of dealers to be the most liquid entities in the credit default
swap market based on the sector of the index. Components of the indices may include, but are not limited to; credit
default swaps on investment grade securitics, high vield securities. asset-backed securities. emerging markets, andfor
various credit ratings within each sector. Credit indices are traded using credit default swaps with standardized terms
including a fixed spread and standard maturity dates. An index credit default swap references all the names in the
index, and if there is a default, the credit event is settled based on that name’s weight in the index. The composition
of the indices changes periodically, usually every six months, and for most indices, each name has an equal weight
in the index. Swap contracts outstanding at December 29, 2017 are listed in the Schedule of Investment,

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

The Fund does not designate any derivative instruments as hedging instruments under ASC §15.
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3. UNDERLYING SERIES TRUST (continued)

The Fund may transact in a variety of derivative instruments including interest rate swaps, credit default swips,
futures and forward forcign currency contracts primarily for trading purposes with each instrument’s primary risk
exposure being interest rate, eredit or foreign exchange risk. The fair value of these derivative instruments is
included in the Statement of Assets and Liabilities with changes in fair value reflected as realized gains (losses) or
net change in unrealized gains (losses) within the Statement of Operations. During the vear, the Fund's transactions
in derivative instrurments consisted of forward foreign currency contracts, futures contracts and credit defauit swap
comtracts.

{K) Subscriptions and Repurchases of Units. After the initial issue of units, an eligible investor may subscribe for
units on any subsequent subscription date at the relevant subscription price, which means the net asset value per
unit. Each unitholder may submit to the Underlying Series Trust’s Trustee or its duly designated agent a repurchase
natice requesting to have all or a portion of its units repurchased at the repurchase price. which means the nel asscl
value per unit on the relevant repurchase date. The Underlying Series Trust’s Trustee may at any time and for any
reason, by giving not less than 5 Business Days” prior written notice to a unitholder, redeem all or any portion of its
units at the then prevailing net asset value per unit less any expenses incurred by the Underlying Series Trust's
Trustee or monies owed by such unitholder.,

{L) Fees and Expenses. The Underlying Series-Trust bears its own expenses, including but not limited to,
Administration Fees, Investment Management Fees, the Underlving Series Trust's Trustee Fees, Custody Fees,
Currency Agent Fees, Currency Manager Fees, Transfer Agent Fees and other expenses associated with the
operation of the Underlying Series Trust. These fees are indirectly paid by the Series Trust through the net asset
value of its investment in the Underlving Series Trust.

4, UNITS
As of March 31, 2018. all issued units were held by a single unitholder,

{A) Subscriptions for Units. Units are available for subscription at the net asset value per unit on each Dealing
Day. A Dealing Day means each Business Day and/or such other day or days as the Manager, after consultation with
the Trustee, may from time to time determine. A sales charge of up to 3.00% (excluding any applicable consumption
tax) of the purchase price is also payable in respect of subscriptions for units. The sales charge will be payable to
Daiwa Securities Co. Ltd. (the “Distributor”™ and “Agent Company™) in Japan.

The net asset value of the Series Trust is capped at 5625 million.

Mo subscriptions for units will be accepted if such subscription would result in the aforementioned limitation being
breached.

{B) Repurchases. Each unitholder may submit to Brown Brothers Harriman & Co. (the "Administrator™) a
repurchase notice requesting to have all or a portion of its units repurchased at the repurchase price, which means
the net asset value per unit on the relevant repurchase date.

A repurchase request, once given, is irrevocable unless the Manager determines generally or in any particular case or
cases, including as described as "Suspension” in the offering memorandum.

A repurchase request shall be submitted in respect of the number of units of a particular class it is desired to be
tepurchased. The minimum number of units for repurchase per unitholder as of a repurchase day (which means each
dealing dav and‘or such other day or days as the Manager, afler consultation with the Trustee, may from time to time
determine in respect of the Series Trust or a class of units of the Series Trust) in respect of such classes of units 15
one unit or more, and thereafier in integral multiples of one unit. No fractional units will be repurchased.
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For the Year Ended March 31, 2018

5. MARKET, CREDIT AND STRATEGY RISKS

The following summary of risks refer to the combined risks relating to the investments of the Series Trust as well as
the Underlying Series Trust, which do not purport 1o be a complete list of all risks involved in an investment in the
Series Trust.

{A) Market Risk and Selection Risk. Market risk is the risk that one or more markets in which the Series Trust
invests will go down in value, including the possibility that a market will go down sharply and unpredictably,
Selection risk is the risk that the securities that the Investment Manager selects will underperform the markets, the
relevant indices or the securities selected by other funds with similar investment objectives and investment
sratepies.

{B) Liquidity Risk. Not all investments of the Series Trust will be listed or rated (including the Underlying Series
Trust) and consequently liguidity mav be low. Moreover, the decumulation and disposal of holdings in some
investments may be time consuming and may need to be conducted at unfavorable prices. The Series Trust may also
encounter difTiculties in disposing of assets at their fair price due to adverse market conditions leading to limited
liquidity.

In the case of the sale of investments of the Series Trust for the purpose of funding repurchase requests, it is possible
that those investments will not be sold at the price originally expected, because such sales negatively contribute to
the prevailing marker value of such invéstments as a result of the market size or market trends of such investments,
This may result in a fall in the net asset value per unil.

{C) Interest Rate Risk. Interest rate risk is the risk that prices of fixed income securities generally increase when
interest rates decline and decrease when interest rates increase, Prices of longer term securities generally change
more in response to mterest rate changes than prices of shorter term sccuritics, The Series Trust may lose money if
short-term or long-term interest rates rise sharply or otherwise change in a manner not anticipated by Investment
Manager.

(D) Counterparty Broker Risk. Forward foreign currency contracts and options thereon. unlike futures contracts,
are not rraded 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 they trade and these markets can
experience periods of illiquidity, sometimes of significant duration. Market illiquidity or disruption could result in
major losses to the Series Trust,

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

The Series Trust attempts to reduce its exposure lo counterparty credit risk by entering into a master netting
agreement with each of 1ts counterparties. The master netting agreement gives the Series Trust the right to terminate
all transactions traded under such agreement upon deterioration in the credit quality of the counterparty bevond
specified levels. The master netting agreement gives each party the right. upon an event of default by the other party
or 3 termination of the agreement, to close out all transactions traded under such agreement and to net amounts owed
under each transaction to one payable by one party to other. The Series Trust’s maximum risk of loss from
counterparty credit risk related to OTC derivatives is generally aggregate unrealized appreciation and unpaid
counterparty payments in excess of any collateral pledged by the counterparty to the Series Trusl. The Series Trust
may be required to pledge collateral for the benefit of the counterparties on OTC derivatives in an amount nol less
than each counterparty’s unrealized appreciation on outstanding derivative contracts. subject to certain minimum
transfer provisions, and such pledged collateral, if any, is identified in the Schedule of Investments.
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(E) Risk of Indemnification. An investment in the Series Trust is neither insured nor guaranteed by the amy
sovernment, government agencies or instrumentalities or any bank guarantee fund. Units of the Series Trust are not
deposits or obligations of, or guaranteed or endorsed by, any bank and the amount invested in units may fluctuate
upwards and’or downwards, Although the Investment Manager will seek to maintain a siable net asset value per
unit, maintenance of a stable net asset value per unit is not guaranteed. An investment in the Series Trust involves
certain investment risks, including the possible loss of principal.

{F} Credit Risk. Credit risk is the risk that the issuer of a security will be unable to pay interest or repay the
principal when due. Changes in an issuer’s credit rating or the market’s perception of an issuer’s creditworthiness
may also affect the value of the Series Trust's investment in that issuer. The degree of credit risk depends on both
the financial condition of the issuer and the terms of the ohligation.

(G) Foreign Securitics Risk. Securities traded in foreign markets have often (though not always) performed
differently from securities traded in the United States. However, such investments often involve special risks not
present in LS. investments that can increase the chances that the Series Trust will lose money. In particular. the
Series Trust is subject to the risk that because there may be fewer investors on foreign exchanges and a smaller
number of securities traded each day. it may be more difficult for the Series Trust to buy and sell securities on those
exchanges. In addition. prices of foreign securities may go up and down more than prices of securities traded in the
United States and/or in an investor’s jurisdiction of domicile.

The economies of certain foreign markets may not compare favorably with the ¢conomy of the United States or an
investor's jurisdiction of domicile with respect to such issues as growth of gross national product, reinvestment of
capital, respurces and balance of payments position. Certain foreign economies may rely heavily on particular
industries or foreign capital and are more vulnerable to diplomatic developments, the imposition of economic
sanctions against a particular country or countries, changes in international trading patterns, trade barriers and other
protectionist or retalistory measures. Investments in foreign markets may also be adversely affected by
governmental actions such as the imposition of capital controls, nationalization of companies or industries,
expropriation of assets or the imposition of punitive taxes. In addition, the governments of certain countries may
prohibit or impose substantial restrictions on foreign investments in their capital markets or in certain industries.
Any of these actions could severely affect securities prices or impair the Series Trust’s ability to purchase or sell
foreign securities or transfer the Series Trust’s assets or income back into the jurisdiction of its domicile or to the
jurisdiction in which its assets are custodied, or otherwise adversely affect the Series Trust's operations. Other
potential foreign market risks include foreign exchange controls. difficulties in pricing securities, defaults on foreign
government securitics, difficulties in enforcing legal judgments in foreign courts and political and social instability.
Legal remedies available to investors in centain foreign countries may be less extensive than those available in an
investor’s home jurisdiction.

(H) Currency Risk. Securities and other instruments in which the Scries Trust invests may be denominated or
guoted in currencies other than the functional currency of the Series Trust. For this reason, changes in foreign
currency exchange rates can affect the value of the Series Trust's portfolio. Generally, when the Series Trust's
functional currency rises in value against another currency, a security denominated in that currency loses value
because the currency is worth less giving effect to the conversion into the Series Trust’s functional currency.
Conversely, when the Serics Trust’s funciional currency decreases in value against another currency, 4 security
denominated in that currency gains value. This risk, generally known as "currency risk," means that a strong
functional currency of the Series Trust may reduce returns to investors while a weak functional currency of the
Series Trust may increase thosce returns. Through the use of various types of foreign currency transactions, the Series
Trust or classes thereof, as applicable, may be exposed to the performance of a particular currency or currencics o
contribute to the performance of the Series Trust or class. There can be no assurance that the Investment Manager
will employ a successful currency program and the Series Trust or classes could incur losses attributable to its
currency activities when the value of the functional currency weakens against the other currencies of the Series Trust
or classes. In addition, the Series Trust or classes will incur transaction costs in connection with the currency
strategy designated by the Investment Manager.
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Notes to Financial Statements (continued)

For the Year Ended March 31, 2018

(I} Derivatives. The Series Trust may use derivative imstruments to hedge its investments or to seek to enhance
returns. Derivatives allow the Series Trust to increase or decrease its risk exposure more quickly and efficiently than
other tvpes of instruments. Derivatives are volatile and involve significant risks, including:

- Creditf Risk — the risk that the counterparty (the party on the other side of the transaction) on a derivative
transaction will be unable to honor its financial obligation 1o the Series Trust,
. Leverage Risk — the risk associated with certain types of invesiments or trading strategies that relatively

small market movements may result in large changes in the value of an investment. Certain investments or
trading strategies that involve leverage can result in losses that greatly exceed the amount originally
invested.

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

Derivatives are financial contracts. the values of which depend on, or are derived from, the value of an underlying
asset, reference rate or index. The Series Trust typically uses derivatives as a substitute for taking a position in the
underlving asset and’or as part of a strategy designed to reduce exposure to other risks, such as interest rate or
currency risk. The Series Trust may also use derivatives for leverage, in which case, their use would involve
leverage risk.

The Series Trust’s use of derivarive instruments involves risks different from, or possibly greater than, the risks
associated with investing directly in securities and other traditional investments. Derivatives are subject to a number
of risks described elsewhere in this section. such as, interest rate risk, market risk and credit risk. They also involve
the risk of mispricing or improper valuation and the risk that changes in the value of the derivative may not correlate
perfectly with the underlving asset, rate or index. If the Series Trust invests in a derivative instrument, it could lose
more than the principal amount invested. Also, suitable derivative fransactions may not be available in all
circumstances and there can be no assurance that the Series Trust will engage in these transactions to reduce
exposure to other risks when that would be beneficial,

() Corporate Debt. Corporate debt securities in which the Series Trust indirectly invests are subject to the risk of
the issuer’s inability to meet principal and interest payments on the obligation and may also be subject o price
volatility due to such factors as interest rate sensitivity, market perception of the creditworthingss of the issuer and
general markel liguidity. When interest rates rise, the value of corporate debi securities can be expected to decline,
Dbt securities with longer maturities tend to be more sensitive to interest rate movements than those with shorter
maturities.

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

(L) Foreign Currency Contract Risks. Currency hedging transactions will be éntered into for the account of
holders of BRI Hedge Units and AUD Hedge Units by selling U.S. Dollars and buying the applicable hedging
currency for such classes of units. As a result of such currency hedging transactions, investors in BRL Hedge Units
and AUD Hedge Units will be exposed to the currency exchange rate between the applicable hedging currency and
USD being the ¢lass base currency of such classes of units. Therefore, a depreciation in the hedging currency of a
class of units against USD will, all else being equal, lead to a decrease in the net asset value per unit of such class of
units and as a result such unitholders may lose some of the monies they invested due to fluctuations in the foreign
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Notes to Financial Statements (continued)

For the Year Ended March 31, 2018

exchange rate. Furthermore, if the interest rate in the hedging currency is lower than the interest rate in USD, then
the difference between these interest rates will be hedging costs for the account maintained in respect of the BRL
Hedge Units or AUD Hedge Units, as applicable.

The exchange rale of currencies of emerging market countries may fuctuate wildly on a short-term basis and the
toreign exchange rate risk is relatively higher than the currencies of more developed countries. Similarly, dealings in
currencies of emerging market countries may be restricted for various reasons, including changes in governmental
policies or the establishment of restrictions on foreign investment, As a result of such restrictions and also changes
in the supply and demand of such currencies, hedging costs may differ significantly from the anticipated levels of
hedging costs which are based on the differences between the interest rates of the hedging currency and USD.

6, GUARANTEES AND INDEMNIFICATION

Under the Series Trust’s organizational documents, certain parties (including the Trustee and Investment Manager)
are indemnified against certain liabilities that may arise out of performance of their duties to the Seres Trust.
Additionally, in the normal course of business, the Series Trust enters into contracts that contain a variety of
indemnification clauses. The Series Trust’s maximum exposure under these arrangements is unknown as this would
involve future claims that may be made against the Series Trust that have not yet occurred. However, the Series
Trust has not had prior claims or losses pursuant to these contracts.

7. TAX

The Series Trust is subject to the Cayman [slands laws in respect to its tax status. Under current Cayman lslands
laws, there is no tax or duty to be levied on profits, income, gains or appreciation, and no tax in the nature of estate
duty or inheritance tax, will apply to any property comprised in or any income arising under the Series Trust, or the
unitholders thereof. in respect of any such property or income. No withholding tax is applicable to distributions by
the Series Trust or with regard to the pavment of net asset value on the repurchase of units. As a result, no provision
for income taxes has been made in the financial statements.

The Series Trust gencrally intends to conduct its activities s0 as to avoid being treated as engaged in a trade or
business in the United States for U.S. federal income tax purposes. Specifically., the Series Trust intends to qualify
for safe harbors in the Internal Revenue Code of 1986, as amended, pursuant to which the Series Trust will not be
treated as engaged in such a business if its activities are limited to frading in stocks and securities or commaodities
for its own account, If none of the Series Trust’s income is effectively connected with a U.S, rade or business
carried on by the Series Trust, certain categories of income (including dividends and certain types of interest
income) derived by the Series Trust from 1S, sources will be subject te a UL.S. tax of thirty percent, which is
senerally withheld from such income.

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

As of March 31, 2018, the tax years that remain subject o examination vary by the major tax jurisdictions, other
than the U.S.. and under the statute of limitations range [rom the commencement of operations to current fiscal vear,
The years subject to examination by U.5. federal jurisdiction include the commencement of operations through
March 31, 2018,
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For the Year Ended March 31, 2018

8. FEES AND EXPENSES

{A) Administrator’s and Transfer Apent’s Fees. Brown Brothers Harriman & Co. (the “Administrator™ and
“Transfer Agent”) receives a fee accrued daily and paid monthly based on the net asset value of the Series Trust,
The Administrator receives an annual fee consisting of a Fund Accounting fee of 0.02% of total net assets subject to
o minimum fee of $22.500 per annum plus a fee of 0.01% on passive hedged share class assets. The Transfer Agent
receives an annual fee of 0.01% and a $10 fee per transaction, The fees eamed by the Administrator and Transter
Agent during the year ended March 31, 2018 and cutstanding fees pavable to the Administrator and Transfer Agent
ar the end of the year have been disclosed in the Statement of Operations and the Statement of Assets and Liabilities.
respectively.

(B) Custodian’s Fees. The Custodian receives asset based fees of 0.01% and transactional charges for specialized
processing of USDH S per transaction. The fees eamed by the Custodian during the vear ended March 31, 2018 and
outstanding fees pavable to the Custodian at the end of the vear have been disclosed in the Staterment of Operations
and the Statement of Assets and Liabilities, respectively.

{C) Trustee's Fees. The Trustee receives an annual fee of $10,000 per annum from the assets of the Series Trust
and payable monthly in arrears. The fees eamned by the Trustee during the wear ended March 31, 2018 and
outstanding fees pavable w the Trustee at the end of the year have been disclosed in the Statement of Operations and
the Statement of Assets and Liabilities, respectively,

(D) Investment Manager’s Fees. The Investment Manager is entitled to receive out of the assets of the Series Trust
a fee of 0.185% per annum, which is payable monthly in arrears. The fees earned by the [nvestment Manager during
the year ended March 31, 2018 and outstanding fees payable to the Investment Manager at the end of the year have
been disclosed in the Statemnent of Operations and the Statement of Assets and Liabilities, respectively.

{E) Management Service Providing Company’s and Manager’s Fees. Daiwa Asset Management Co. Ltd (the
“Management Service Providing Company™) was appeinted by the Manager to provide investor services to
unitholders in Japan which include document franslation and customer assistance on matters regarding the Series
Trust. The Management Service Providing Company is entitled to receive out of the assets of the Series Trust a fee
of 0.20% per annum, which is payable monthly in arrears. The fees eamed by the Management Service Providing
Company during the vear ended March 31, 2018 and outstanding fees payable to the Management Service Providing
Company at the end of the vear have been disclosed in the Statement of Operations and the Statement of Assets and
Liabilities, respectively.

The Manager determines unitholder distribution policy and directs the Trustee in its distribution responsibilities, The
Manager is entitled to receive out of the assets of the Serics Trust a fee of 0.02% per annum, which is payable
monthly in arrears. The fees earned by the Manager during the year ended March 31, 2018 and outstanding fees
payable to the Manager at the end of the vear have been disclosed in the Statement of Operations and the Statement
of Assets and Liabilities, respectively.

(F) Distributor’s and Agent Company’s Fees. The Manager appointed the Distributor and Agent Company to
engage in the selling and repurchasing of publicly offered units in Japan. The Distributor is entitled to receive out ol
the assets of the Series Trust a fee at the rate of 0.60% per annum, which is payvable monthly in arrears. The fees
earned by the Distributor during the year ended March 31, 2018 and outstanding fees payable to the Distributor at
the end of the vear have been disclosed in the Statement of Operations and the Statement of Assets and Liabilities,
respectively.

The Agent Company is entitled to receive out of the assets of the Series Trust a fee at the rate of 0.10% per annum,
which is payable monthly in arrears. The fees eamed by the Agent Company during the vear ended
March 31, 2018 and outstanding fees payable to the Agent Company at the end of the year have been disclosed in
the Statement of Operations and the Statement of Assets and Liabilities, respectively.
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For the Year Ended March 31, 2018

(G) Other Expenses. The Series Trust may bear other expenses related to its operations including but not mited to:
(i) governmental fees; (11) brokerage fees and commissions and other portfolio transaction expenses; (iii) costs of
borrowing money, including interest expenses; (iv) extraordinary expenses, including costs of litigation and
indemnification expenses; (v) audit fees and (vi) printing fees.

9. RECENT ACCOUNTING PRONOUNCEMENTS

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

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

The Trustee has evaluated all subsequent transactions and events through August 16, 2018, the date on which these
financial statements were available to be issned. From April |, 2018 through August 16, 2018, there were
subscriptions of $1,392,546 and redemptions of 52,131,043, During the same period, there were distributions of
$826,774 of which there were nip reinvestments. There are no other subsequent events to report as they relate to the
Series Trust,
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Report of Independent Auditors

To Intertrust Trustees (Cayman) Limited solely in its capacity as trustee of Daiwa/Fidelity AsiaHigh Yield Bond Fund
(Monthly Distribution) - Currency Dragon

We have audited the accompanying financial statements of Daiwa/Fidelity AsiaHigh Yield Bond Fund (Monthly
Distribution) - Currency Dragon (the "Fund"), a seriestrust of Daiwa Discovery Fund Series, which comprise the
statement of assets and liabilities, including the schedule of investments, as of March 31, 2018, and the related
statements of operations and of changes in net assets and the financia highlights for the year then ended. These financial
statements and financial highlights are hereafter collectively referred to as "financial statements'.

Management's Responsibility for the Financial Staterments

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

Auditors' Responsibility
Our responsibility isto express an opinion on the financia statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we

plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are free from material
misstatement.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financia position of
Daiwa/Fidelity AsiaHigh Yield Bond Fund (Monthly Distribution) - Currency Dragon as of March 31, 2018, and the
results of its operations, changes in its net assets and the financial highlights for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

PricewaterhouseCoopers
Cayman Idands
August 16, 2018
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Report of Independent Auditors

To Intertrust Trustees (Cayman) Limited solely in its capacity as trustee of Daiwa/Fidelity AsiaHigh Yield Bond Fund
(Monthly Distribution) - Currency Dragon

We have audited the accompanying financial statements of Daiwa/Fidelity AsiaHigh Yield Bond Fund (Monthly
Distribution) - Currency Dragon (the "Fund"), a seriestrust of Daiwa Discovery Fund Series, which comprise the
statement of assets and liabilities, including the schedule of investments, as of March 31, 2019, and the related
statements of operations and of changes in net assets and the financia highlights for the year then ended. These financial
statements and financial highlights are hereafter collectively referred to as "financial statements'.

Management's Responsibility for the Financial Statements

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

Auditors' Responsibility
Our responsibility isto express an opinion on the financia statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we

plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are free from material
misstatement.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financia position of
Daiwa/Fidelity AsiaHigh Yield Bond Fund (Monthly Distribution) - Currency Dragon as of March 31, 2019, and the
results of its operations, changes in its net assets and the financial highlights for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

PricewaterhouseCoopers
Cayman Islands
August 29, 2019
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