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2,599 287 95.57 10,568
2,442 270 94.52 10,452
2,362 261 95.07 10,513
2,127 235 95.19 10,526
2,090 231 93.92 10,386
(2012 ; 10,330 1,142 106.97 11,829
13,34 1,47 101.02 11,171
(2013 ; 3,348 ,476 01.0 )
(2014 N 19,184 2,121 86.01 9,511
16,982 1,878 60.00 6,635
(2015 ) ’ ’ ’
(2016 ; 32,375 3,580 51.72 5,719
(2017 ; 55,325 6,118 62.07 6,864
(2018 ; 21,904 2,422 57.09 6,313
17,1 1 46.67 161
(2010 ; ,139 ,895 6.6 5,16
181 1,01 28. 1
(2020 N 9,18 ,015 8.08 3,105
10 9,400 1,039 29.44 3,255
(2021 ) ’ ; ' ’
2020 10,258 1,134 31.74 3,510
9,917 1,097 30.71 3,39
9,374 1,037 29.03 3,210
10 9,047 1,000 28.02 3,008
11 9,917 1,097 30.82 3,408
12 10,525 1,164 32.74 3,620
2021 9,869 1,091 30.96 3,424
9,633 1,065 30.23 3,343
9,400 1,039 29.44 3,255
9,779 1,081 30.73 3,398
9,997 1,105 31.92 3,530
9,771 1,080 32.74 3,620
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(2012 ; 3,691 408 110.22 12,188
(2013 ; 4,521 500 117.73 13,019
107 44 100.11 11,07

(2014 ; 3,10 3 00 ,070
(2015 ; 2,186 242 81.98 9,065
(2016 ; 3,509 388 78.69 8,702
(2017 ; 2,100 232 82.83 9,159
(2018 ; 1,186 131 81.04 8,961
(2019 ; 1,076 119 72.67 8,036

4 i
(2020 ; 360 0 50.36 5,569
10

(2021 ; 280 31 72.59 8,027
2020 456 50 67.08 7,418
474 52 69.73 7,711

453 50 66.55 7,359

10 409 45 64.55 7,138

11 327 36 69.66 7,703

12 349 39 74.30 8,216

2021 335 37 74.06 8,190
337 37 74.60 8,249

280 31 72.59 8,027

286 32 74.07 8,191

286 32 74.03 8,186

266 29 71.14 7,867
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2021
1.60 176.93
4.80 530.78
4.80 530.78
4.80 530.78
4.80 530.78
4.80 530.78
4.10 453.38
4.00 442 .32
4.80 530.78
10 4.80 530.78
2020 0.50 55.29
0.40 44.23
0.40 44.23
10 0.40 44.23
11 0.40 44.23
12 0.40 44.23
2021 0.30 33.17
0.30 33.17
0.30 33.17
0.30 33.17
0.30 33.17
0.30 33.17
4.80 530.78
11.20 1,238.50
9.60 1,061.57
11.40 1,260.61
8.60 950.99
7.90 873.58
6.50 718.77
4.20 464.44
3.40 375.97
10 2.40 265.39
2020 0.20 22.12
0.20 22.12
0.20 22.12
10 0.20 22.12
11 0.20 22.12
12 0.20 22.12
2021 0.20 22.12
0.20 22.12
0.20 22.12
0.20 22.12
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0.20 22.12

0.20 22.12

2.80 309.62

8.40 928.87

6.40 707.71

6.00 663.48

5.30 586.07

4.80 530.78

3.70 409.15

3.60 398.09

2.90 320.68

10 3.40 375.97
2020 0.30 33.17
0.30 33.17

0.30 33.17

10 0.30 33.17

11 0.30 33.17

12 0.30 33.17

2021 0.30 33.17
0.30 33.17

0.20 22.12

0.20 22.12

0.20 22.12

0.20 22.12
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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
2019 2020 31 -13.84
10
2020 2021 31 22.22
2011 22 2012 31 .71
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
2019 2020 31 ~32.55
10
2020 2021 31 13.39
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2011 22 2012 31 13.02
2012 2013 31 14.43
2013 2014 31 -9.53
2014 2015 31 -l2.12
2015 2016 31 2.45
2016 2017 31 11.36
2017 2018 31 2.31
2018 2019 31 -89
2019 2020 31 ~26.71
2020 ? 2021 31 50.89
100x (a b) b

(100.00 )
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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)
1,955 7,156 29,997
(1,955) (7,156) (29,997)
10 0 4,163 25,834
) (4,163) (25,834)
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)
6,139 46,440 326,955
(6,139) (46,440) (326,955)
10 736 8,437 319,254
(736) (8,437) (319,254)
57,662 24,174 33,488
(57,662) (24,174) (33,488)
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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

) (10,718) (14,637)

1,400 1,225 14,812

(1,400) (1,225) (14,812)

0 7,660 7,152

©) (7,660) (7,152)

10 0 3,290 3,862
©) (3,290) (3,862)
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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
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2021 31

10,480,192 1,158,900 11,992,447 1,326,125
4 0
703 78
320,000 35,386
9,636 1,066
12,322,790 1,362,654
76,100 8,415
9,452 1,045
71,751 7,934
18,103 2,002
8,417 931
6,669 737
6,273 694
4,018 444
3,114 344
2,258 250
1,934 214
1,046 116
797 88
209,932 23,214
12,112,858 1,339,440
280,359 31,002
9,400,011 1,039,453
2,432,488 268,985
12,112,858 1,339,440
3,862
319,254
25,734
72.59 8,027
29.44 3,255
94.52 10,452
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2021 31

133 15
133 15
76,847 8,498
68,425 7,566
26,923 2,977
25,616 2,833
23,694 2,620
18,210 2,014
18,044 1,995
14,897 1,647
12,808 1,416
8,771 970
2,561 283
2,473 273
299,269 33,093
(299, 136) (33,078)
395,319 43,714
(873,662) (96,610)
(478,343) (52,895)
2,499,977 276,447
206,013 22,781
2,705,990 299,228
2,227,647 246,333

1,928,511 213,255
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2021 31

(299,136) (33,078)

(478,343) (52,895)

2,705,990 299,228

1,928,511 213,255

(935, 688) (103, 468)

(856,892) (94,755)

135,931 15,031

11,976,927 1,324,409

12,112,858 1,339,440

- 736 -
(3,290) (8,437) (4,263)
(3,290) (7,701) (4,263)

- 22,483 -
(227,268) (252,958) (399, 149)
(227,268) (230,475) (399,149)

- 2,486 -

(25,131) (27,972) (44,138)
(25,131) (25,486) (44,138)
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2021 31

50.36 28.08 81.25

(1.52) (0.71) (2.13)

27.15 4.47 20.20

25.63 3.76 18.07

(3.40) (2.40) (4.80)

72.59 29.44 94.52

5,569 3,105 8,985

(168) (79) (236)

3,002 494 2,234

2,834 416 1,998

(376) (265) (531)

8,027 3,255 10,452
51.81 13.58 22.66

280,359 9,400,011 2,432,488

(31,002 ) (1,039,453 ) (268,985 )
2.31 2.34 2.33
(2.31) (2.34) (2.33)
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2021 31
91.1
91.1

9,519,917 59,417 91.1 11,032,172
11,032,172

7.9

7.9

7.9

BNP Paribas S.A.

0.00% due 04/01/21 960,275 7.9 960,275
960,275
960,275 960,275
10,480,192 99.0 11,992,447
1.0 120,411
100.0 12,112,858

2021
JPY 735,460 usD 6,702 - (46) (46)
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2021
USD 48,957 23 AUD 63,349 703 - 703
2021
AUD 431,639 23 UsD 335,812 - (7,023) (7,023)
703 (7,023) (6,320)
2021
BRL 53,025,857 23 USD 9,455,745 - (69,031) (69,031)
2021 31
23.77
)
2021
23 CNY 27,633,492  USD 4,249,572 (40,831) (9,706)
2021
23 IDR 60,152,020,450  USD 4,190,111 (67,209) (15,976)
2021
23 IR 312,983,701  USD 4,281,695 (18,609) (4,423)
2021
23 BRL 112,362,552 USD 20,036,860 (146,278) (34,770)
2021
23 JPY 384,926,903  USD 3,549,235 (65,052) (15,463)
AUD
BRL
CNY
IDR
INR
JPY
UsD
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- (46) - (46)
703 (76,054) 75,351 -
703 (76,100) 75,351 (46)
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2021 31

2011
2011
22 2022 31

FASB
946

2020 2021 31

GAAP
GAAP

Q)]
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®) GAAP

60

GAAP
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2021 31
2021 31
- 11,032,172 11,032,172
960,275 - 960,275
960,275 11,032,172 11,992,447
703 - 703
(76,100) - (76,100)
*
*%
2021 31
2021 31
©
5,200,000
6,399,275
®)
()
2021 31
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20,915
774,394
140,379
935,688
)
©)
H)
2021 31
m ASC 815-10-50
a) b)
c)
2021 31
ASC 815
2021 31
ASC 815
*
703

(76,100)
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2021

31

31

320,000

2011 22

2020 12 30

2021
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206,013

6,702
380,038
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FIL
FASB
946
2019 12 31 2020 12 30
12
GAAP
GAAP
Q)]
@
(b)
© 150 (d)
®

60
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©
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©
2020 12 30
Q)
Q)
)

)

)
)

)
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)

2020 12 30

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

ASC 815

QY]
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O)

2021 31

Q)]

3.00

625

®

Q)]

®)

©

©
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12,080,116 1,335,819
13,067,838 1,445,042
284 31
15,610 1,726
280,000 30,962
3,638 402
642 71
12,380,290 1,369,012
297,020 32,844
64,656 7,150
10,125 1,120
7,119 787
6,443 712
5,668 627
5,330 589
2,373 262
2,195 243
1,186 131
237 26
17 2
994 110
403,363 44,604
11,976,927 1,324,409
360,144 39,825
9,179,595 1,015,080
2,437,188 269,504
11,976,927 1,324,409
7,152
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29,997
50.36 5,569
28.08 3,105
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72,646 8,033
38,326 4,238
35,452 3,920
27,168 3,004
20,209 2,235
19,163 2,119
12,214 1,351
9,416 1,041
7,627 843
3,833 424
2,394 265
363,428 40,188
(340, 839) (37,690)
428,042 47,333
(3,438,672) (380, 248)
(3,010,630) (332,915)
(2,183,377) (241,438)
(160,804) (17,782)
(2,344,181) (259, 220)
(5,354,811) (592,135)

(5,695,650) (629, 825)
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11,976,927 1,324,409
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- 279,446 192,149
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- 30,901 21,248
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360,144 9,179,595 2,437,188
(39,825 ) (1,015,080 ) (269,504 )
1.90 1.90 1.89
(1.78) (1.78) (1.77)
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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, 2021

{Expressed in United States Dollars)

Assets
Investment in Underlying Series Trust and shor term investment, at value {cast
$10,480,192) 5 11,992 447
Cash 4
Lnrealized appreciation on forward foreign cumrency contracts FO3
Dreposits with counterparty 320,000
Receivables for:
Investments sold 8.636
Total assets 12,322 790
Liabilities
Unrealized depreciation on forward foreign cumency contracts 76,100
Payables for:
Senes Trust units redeemed 9452
Accrued professional fees 71,731
Accrued trustee's fees 18,103
Accrued administrator's and transfer agent's fees Ba17
Accrued printing fees 6,669
Accrued distnbutor's fees 6,273
Accrued custodian’s fees 4,018
Accrued registration fees 3114
Accrued management service providing company’s fees 2,258
Accrued investment manager's fees 1,934
Accrued agent company's fees 1,046
Other liabilities a7
Total liabilities 209,932
Met assets ] 12,112 858
AUD Hedge Units 5 280,359
BRL Hedge Units 9,400,011
USD Units 2432 488
s 12,112 B58
Units outstanding
AUD Hedge Units 3.862
BRL Hedge Units 319,254
USD Units 25734
Met asset value per unit
ALD Hedge Units ] 72.59
BRL Hedge Units ] 2944
USD Units ] 94.52

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, 2021

{Expressed in United States Dollars)

Investment Income

Interast income $ 133
Total investment income 133
Expenses
Distributor's fees 76,847
Professional fees 68,425
Administralor's and transfer agent’s fees 26,923
Managemenl service providing company’s fees 256816
Investment manager's fees 23,604
Printing fees 18,210
Trustee's feas 18,044
Custodian's fees 14,897
Agent company's lees 12, 808
Regstration fees 8,7
Manager's fees 2,561
Other expenses 2473
Total expenses 289 269
Meat investment loss (289, 136)

REALIZED AND UNREALIZED GAIN/{LOSS):
Met realized gain/{loss) on:

Sales of Underlying Series Trust 385,319

Foreign currency transactions and lorward foreign curmency contracts (873.662)

Met realized loss {478,343)
Met change in unrealized appreciation from:

Investment in the Underlying Series Trust 2,499,977

Fareign currency translations and forward foreign currency confracts 206 013

Met change in unrealized appreciation 2,705 5990
Met realized and unrealized gain 2,227 64T
Met increase in net assets resulting from operations 5 1,528,511

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-cnded Cayman Islands Unit Trust)

Statement of Changes in Net Assets

For the Year Ended March 31, 2021

{Expressed in Linited States Dolars)

Net increase/[decrease} in net assets from operations

Net investment loss 5 (269,136)

Med realized loss (478,343)

Net change in uniealized appreciation 2,705,590

Hat increass in net assets resulling from operations 1,926 511
Distribistions to unitholder (B35.684)
Mel decrease in nel assels resulting from Seres Trust unit ansactions {956 892
INef increase in et assets 135,831
Nel Assets
Beginning of year 11,976 927
End of year 5 12112858
AUD Hedge Units BRL Hedge Units IS0 Units

Senes Trust unit transactions
Unils

Issued - T3 -

Radeamead {3,280 [B.237) 4, 263}
Met change in units {3,260} (¥, 018 {4,263}
Amounts

lssued 5 - 3 22463 B -

Redeemad (237 268) [252,958) (299,149
Het decrease in net assets resulting from
Series Trust unjl ransactions 5 (Z2T.268) 3§ [230475) § (380,149}

The accompanying nodes are an integral pan of these financial statements.
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Daiwa/Fidelity Asia High Yield Bond Fund {(Monthly Distribution) - Currency Dragon
A Scries Trust of Daiwa Discovery Fund Serics
{An Open-cnded Cayman Islands Unit Trust)
Financial Highlighes
For the Year Ended March 31, 2021

(Expressad in Unifed States Dollars)
Selected per Unit Data:
AUD Hodge Units BRL Hedge Units. USD Units

Net assot value per unit, beginning of year 3 5036 $ 2808 H B 25
Nt imvestment loss* {1.52) 0.71) {213
et realized and unfealred gain om mvestments 716 447 202
Tolal gain from invesimen! operalions 263 am 1807
Dustributions o unthoider (3.40) {240) (4500
Het asset value per unit, end of year 5 259 H] 29 .44 5 84 52
Total pedum® 51.81% 13,58% 22 66%
et aszeis, end of year 5 280,359 5 8,400,011 3 2432 488
Ratio of tolal expamsss o Average nel asasls®™ 231% 2.34% 2.33%:
FRatio of imvestment loss o sverage nel sssels™ 231% [2.34)% [2.33)%

' Calcuiated based on average unils outstanding during the year,

* Total return assumes the effect of reinvesisd deinbutions

** The fund irwests in other funds and indirectty bears its proporiionate share of the fees and expenses incurred by the Daiwa'Fidelity Asia High Yield Bond Fund in which the lund =
Invesied. This ratio does not mciude these indinect fees and axpenses.

The accompanving motes are an intepral 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)

Schedule of Investments
March 31, 2021
{Expressed in United States Dolfars)
Units/Principal % of Nel
INVESTMENT IN UNDERLYING SERIES TRUST {91.1%) Amount Assels Valug

CAYMAN ISLANDS (91.1%)
Damwa/Fideiity Asia High Yietd Bond Fund (A Senes Trust of Daswa Global

Trust) USD Class {Cost §9.519.917) 58417 91.1% 3 11,082 172
TOTAL CAYMAN ISLANDS 11,022172

SHORT TERM INVESTMENT {7.9%)

FRANCE (7.9%)
TIME DEPOSIT (7.9%)

BNP Paribas S.A

0.00% due 0401521 USD 960,275 79 G960 275
TOTAL FRAMCE 060 275
TOTAL SHORT TERM INVESTMENT (Cost $960,275) 060 275
TOTAL INVESTMENT IN UNDERLYING SERIES TRUST

AND SHORT TERM INVESTMENT (Cost $10,480,192) 94.0 ] 11,992 447
CASH AMND OTHER ASSETS IN EXCESS OF LIABILITIES _1_._lf_l 120,411
NET ASSETS 100,0% 5 12,112,858

Fund Level Forward Foreign Currency Contracts

Conftract Seftlement Contract Unrealized Unrealized Het Unrealized
Buy Counterparty Amounl  Date Sall Amaounl Appreciation  (Deprecalion) [Depreciation)
JPY Brown Brothers Harmman & Co, 735,460 4072021 USD [¥[7] 5 - 5 (46) & (46)

AUD Hedge Units Forward Forelgn Currency Contracts

Net Unreatized
Contract Settlement Contract Unrealized Unrealized Appreciation!
Buy Counterparty Amount Date Sl Amount Appreciation  [Depreciation) [Depreciation)
usD Standard Chartored Bank 4B 957 047232021 AUD 63,349 3 03 5 = & 703
ALD Standard Chartered Bank 431,639 04232021 UsD 335,812 - {7.023] {7,023)
5 703 § Foaa 5 {6,320

BRL Hedge Units Forward Foreign Currency Contracts
Contract Sattlement Contract Unrealized Unrealized Net Unrealized
By Counterparty Amount Date Sell Amount Appreciation  (Depreciation) (Depreciation)
ERL Standard Chartered Bank 53,025,857 2W2021  USD 9455745 ] - % (69.031) % (82.031)

The accompanying notes are an integral part of these financial starements.
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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, 2021

{Expressed in United States Dollars)

At March 31, 2021, the Seres Trust owned 23.77% of the DawaFidelity Asia High Yield Bond Fund's net assets. The Series Trust's
praportional share of the notional of ndvidual isswers in the Underying Senes Trust that exceeded 5% af the Senes Trust's
net assets were as follows:

Settlement Buy Sell et Unrealized Serles Trust's Proportional
Description Date Contract Amount Contract Amount {Depreciation) Share of Falr Value

Forward Foreign Currency
Contract 4233021 CNY 27833492 USD 4,249,572
Ferward Foreign Currency
Confract 4123021 IDR 60,152,020450 USD 4,180,111
Forward Foreign Currency

5 (40.831)

$
Contract 42302 INR 2583701 USD 4281695 3 (18,609)

§

§

(9,706)

(67.200) (15.976)

(4,423)
Forward Foreign Currency
Conlract A3 BRL 112362552  USD 20,036.860
Farward Foreign Currancy
Confract A23F021 JPY 384 026,903  USD 3540235

(146.278) (34,770)

L C R R L I

165,052) (15,463}

Currency Abbreviations:

AUD - Australian Dollar
BRL - Braziian Real

CNY - Chinesa Yuan

IDR - Indonesian Rupiah
INR -  Indian Rupes

JPY - Japanese Yen
UsD - United Stales Dollar

Value of Derivative Instruments

The following lable is a summary of the Series Trust's derivative positions Inclusive of potential netting arangements. For additional
information on denvative instruments, please refer to the Denvative Instruments section in Note 2 and the Market, Credit and
Strategy Resks sechon in Note 5 of the accompanying Notes to Financial Statements.

Value of Value of Collateral

Counterparty  Derivative Assets Derivative Liabilities (ReceivediPledged®  Net™
OverAhe-Counter Derivatives
Forward Feralgn Currency Brown Brothers
Contracts Harmiman & Co. % - 5 (46} % - 8 (48)

Standard

Chartered Bank 703 (76 C54) 75 351 ;

Total 5 o1 s (76,100} % 76,351 § (46}

“Actual collateral (received) pledged may be more than disciosed in the table above,
“*Met represants the receivable/payable) that would be due from/(to) the counterparty in an event of defauit. Netting is allowed across transactions
traded under the same legal agreement with the same legal antity.

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 Cayvman Islands Unit Trust)

Notes to Financial Statements

For the Year Ended March 31, 2021

1L ORGANTZATION

Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution)-Currency Dragon (the “Series Trust™) is a series
trust of Daiwa Discovery Fund Senes (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 (Cavman) Limited (the
“Trustee™) and Daiwa Asset Management Services Lid. (Cayman) (the "Manager"). The Trust is an open-ended unit
trust established in the Cayvman Islands and the Series Trust commenced operaiions on September 22, 2011, The
Series Trust extended its term unti] March 31, 2022,

Three classes of units were 1ssued for the Senes Trust: AUD Hedge Units, BRL Hedge Units, and USD Units, All
classes subscribe, redeem, and distribute in U.S. Dellar. 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 yield bonds. The Series Trust indirectly mvests in Asian high yield bonds through investing in the USD
class of Daiwa/Fidelity 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 U5, Dollar denominated investments) to the applicable Hedging Currency for such
classes of Units through following a foreign exchange mvestment strategy which takes a long posiion 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 1o changes in the foreign
exchange rate between the applicable Hedging Currency for such classes of Units and the U.S. Dollar. Such
exposure may have either a positive or negative impact on the Net Asset Value per Unit of the BRL Hedge Unirs
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 Services — Investment Companics,

The investiment manager of the Series Trust is Daiwa Asset Management {Europe) Lid. (“Invesiment Manager™).
L SIGNIFICANT ACCOUNTING POLICIES

The Series Trust's financial statements reflect the period from April 1, 2020 w March 31, 2021, which 15 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 fnancial staements in conformity with accounting principles generally accepted in the United
States of America ("LU.S. GAAP™). The preparation of financial statements in accordance with U5, GAAP requires
management o 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 Senies Trust is calculated
by dividing the net asset value of the Series Trust attributable to each ¢lass 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 outstanding. The net asset value of the Senes 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, 2021

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 LS. 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
disclasures under U5, GAAP, the Seres Trust discloses the fair value of its investments in a hierarchy that
prioritizes the inpus 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 10 valuations based upon unobservable inputs that are significant o the
valueation (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 habilities;

. Level 2 fair value measurements are those derived from inputs other than quoted prices included within
Level | that are observable for the asset or hability, 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 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 nsk. Inputs may include price
mnformation, specific and broad credit data, liquidity statisties, 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 far 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 independem
sources that are actively involved in the relevant markel. The categorization of a financial instrument within the
hierarchy is based upon the pricing transparency of the instrument and does not necessarily comrespond to the
Investment Manager's perceived risk of that instrument.

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

Shont 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 o be active, but are valued based on quoted market prices,
dealer quotations or altermative pricing sources supported by observable inputs are classified within Level 2. These
usually include corporate bonds, invesiment-grade corporaie bonds and sovercign 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.
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For the Year Ended March 31, 2021

The Series Trust follows the authoritative guidance under 1.8, GAAP for estimating the fair value of investments in
the Underlying Series Trust that has calculated Met Asset Value per share in accordance with the specialized
accounting guidance for Investment Companies. Accordingly, if the Sernies Trust determines that the Net Asset
Value per share of an investment 1s 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 “pracucal expedient™), The guidance permits the Series Trust wo 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.

Derivative Instraments. The Series Trust may use derivatives for hedging purposes, including anticipatory hedges,
Hedging is a strategy i which the Series Trust uses a derivative 1o ofTset the nisks associated with other Series Trust
holdings, While hedging can reduce losses, it can also reduce or eliminate gains or cause losses if the marker moves
in a manner different from that anticipated by the Series Trusi or if the cost of the derivative outweighs the benefii of
the hedge. Hedging also involves the nsk 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 net w do so. If the Series Trust invests in a derivative instrument, it could lose more than
the principal amount invested. Also, suitable denvative 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,

Denvative mstruments can be exchange-traded or pnivately 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 foreign cumency 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 comractual 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, yvield curves, credit curves, measures of volatility, prepayment
rates and correlation of such inputs. Cenain OTC denivatives, such as generic forward foreign currency contracts
and swap contracts, have inputs which can penerally be corroborated by marker data and are therefore classified
within Level 2.

Those OTC derivatives that have less hiquidity or for which inputs are unobservable are classified within Level 3.
While the valuations of these less liguid OTC derivatives may utilize some Level | andior Level 2 inputs, they also
include other unobservable inpuis which are considered significant to the fair value determination, At each
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.
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For the Year Ended March 31, 2021

The following is a semmary of the fair valuation according to the inputs used as of March 31, 2021 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 {Level 1) (Level 2) (Level3)  Met Asset Value 31121

Equity Securities

Daiwa/Fidelity Asia High

Yield Bond Fund

(A Seres Trust of Daiwa

Global Trust)

USD Class 5 - 5 - 5 - § 11032172 § 11032472
Short Term Investments

Time Deposits = 860,275 = - 5960.275
Total Investments £ = § 060275 5 - £ 11,032,172 § 11,992 447

Financial Derivative

Instruments®*

Assets

Forward Foreign Currency

Contracts ] - 3 703 5 - 3 - 3 703

Liabilities
Forward Forelgn Curmancy
Contracts $ - & (76,100} -4 - 3 - 5 (76,100}

* For [urther information on categories of securities reler 1o (he Schedule of Invesiments,
“*Financial derivative instrumenis such as lorward foreign currency contracts are valued al the unrealiced appreciation
{depreciation) on the instrument,

During the year ended March 31, 2021, there were no transfers into or out of Level 3.
There were no securities valued as Level 3 as of March 31, 2021.

(C) Tavestment Transactions and Tnvestment Income. Purchases and sales of the Tnvestments 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 gans from the Underlying Series Trust are
recorded on ex-dividend date. Distributions of returm of capital by the Underlying Serics Trust are recorded as a
reduction n the cost of the investment, Tnierest income 15 accrued as carned.

Cost of purchases and proceeds of sales of units in the Underlying Series Trust for the year were 55,200,000 and
$6,399,275, respectively,

(D) 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 afier having regard to factors including, but not
limited to, the vield to matwrity 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 Uniis, the difference between the interest rates in the
applicable hedging currency and USD. The Manager seeks to pay distmbutions out of income and realized and
unrealized profits. However, distributions may be paid out of capital attributable to the relevant class of wnits.
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For the Year Ended March 31, 2021

Distributions declared and paid for the vear ended March 31, 2021 were as follows:

Distributions to Unitholder Amount

AUD Hedge Units 3 20915
BRL Hedge Units 774,394
USD Uniis 140,379
Total Distributions % 035 6E8

{F)} Cash and Foreign Currency, The functional currency and reporting currency of the Series Trust s 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 umrealized forcign cumrency gains or losses. Realized gains or losses and wnrealized
appreciation or depreciation on investment securifies 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.

(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 instiputions, as determined by the
Investment Manager. These are classified as short term investments in the Series Trust’s Schedule of Invesiments,

() Forward Foreign Currency Contracts. The Series Trust may enter into forward foreign currency contracts in
connection with settling planned purchases or sales of secunties to hedge the cummency exposure associated with
some of all of the Series Trust’s securities or as a part of an investment strategy. A forward foreign currency contract
15 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 Series Trust as an
unrealized appreciation or depreciation. Realized pains 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 ¢xcess of the unrealized appreciation or depreciation reflecied
on the Statement of Assets and Liabilities. In addition, the Series Trust could be exposed to risk if the counterparnties
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 1s also authonzed to enter into forward foreign currency contracts for the purpose of
hedgmg exchange nsk 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, 2021 are listed
in the Schedule of Investments.

(I} Derivative Instrumenis. 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, bj 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 Nows.

The Series Trust may transact in a varety 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, 2021, the Series Trust’s transactions in derivative instruments consisted of forward loreign currency
contracts only,

The Series Trust does not designate any derivative instruments as hedging instruments under ASC 215,
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For the Year Ended March 31, 2021

The effect of derivative instruments on the Statement of Assets and Liahilities at March 31, 2021
Derivatives not accounted lor as hedging instroments under ASC B15

Luoeation Foreign Exchange Risk*
Assets derivalives
Unrealized appreciation on forward foreien currency contracis 5 703

Liabilities derivatives
Unrealized depreciation on forward foreign currency contracts 5 {76, 100)

*Ciross value 35 presented m o the Statement of Assets and Lisbihiies mthe wnrenlized apprecition/{depreciatom) on open frwerd  foresgn
currency eontrsets line

The effect of derivative instruments on the Statement of Operations for the vear ended March 31, 2021
Derivatives not accounted for as hedging instruments under ASC 815

Location Fureign E:rhang_e Risk*
Realized eain/(loss) on derivatives recognized as a result from operations
Net realized loss on forward foreign cumrency contracts 5 (873,662)

Change in unrealized appreciation/{depreciation) on derivatives recognized
as a result from operations
Net change in unrealized appreciation on forward foreign currency contracis 5 206,013

*Value is presented in the Stalement of Operations in the nel realiced gini{loss) on (oreign cumency ransaelwns and lorsend [oreism curmency
contracts and net change i unrealized approciniony{deprecintion) from torcign corrency translations and on forwnrd foreign currency contracts
lines. respectiveby.

The average monthly notional amounts of open forward foreign currency contracts outstanding during the year
ended March 31, 2021 were approximately as follows:

Fund Level® % 6,702
AUD Hedge Units 5 380,038
BRL Hedgze Units 5 9,798 633

*Forward forging currency contracts were held dunimg 1 month of e penod

The Series Trust is a party to master netting agreements, such as an [nternational Swaps and Derivatives Association
Master Agreement with certain counterparties that povern OTC derivative and foreign exchange contracts entered
mio from time o tme. The master netling 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 Senies Trust's net positon 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 1o those amounts
which can be sold or repledged, are presented in the Schedule of Investments. Collateral pledged by the Series Trust,
if any, s segregated by the Series Trust’s custodian and identified in the Schedule of lovestmemts. As of
March 31, 2021, there was cash collateral of $320,000 pledged with Standard Chartered Bank.
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Notes to Financial Statements (continued)

For the Year Ended March 31, 2021

3. UNDERLYING SERIES TRUST

The following mformation has been taken from the December 30, 2020 audited financial statements of the
Underlving Series Trust and is consistent with the information of the Underlying Series Trust as of March 31, 2021.

Brown Brothers Harriman Trust Company (Cayman) Limited will be referred 10 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

Darwa/Fidelity Asia High Yield Bond Fund (the “Fund™) is a series trust of Daiwa Global Trust (the "Trust"). The
Fund is an open-ended wnit 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 T — 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 U.S. Dollar. Each class invests in a similar asset pool. The denomimated currency of each class will be
hedged against the U.S. Dollar in each class except for Class D — USD Class which will not be hedged.

The mvestment 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
m the Asian region and through the use of currency overlay established by Daiwa Asset Management (Europe) Ltd.
(the “Currency Manager™).

The mvesmment 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 — Invesiment Companics,

SIGNIFICANT ACCOUNTING POLICIES OF THE UNDERLYING SERIES TRUST

The Fund's financial statements reflect the period from December 31, 2019 w December 30, 2020, which is the
Fund’s fiscal year end representing the last Business Day in December, as defined in the Fund’s prospectus
i Business Day means any day on which banks in London, New York, Hong Kong and Tokya are open for business
and/or such other dav or days as the Underlying Scries Trust’s Trustee may from time to time determing), 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 Umited States of Amernica
(“U.S. GAAP”). The preparation of financial statements in accordance with US. GAAP requires management to
miake estimates and asswmptions that affect the reponed amounts and disclosures in the financial starements. Actual
results could differ from those estimates,
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3. UNDERLYING SERTES TRUST (continued)

(A) Determination of Net Asset Value of Units, The net assel value of each unit of the Fund s calculated by
dividing the net asset valug of the Fund ("net asset value®™ being the value of its 1otal assets minus its liabilities
including acerued 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 Yerk and Tokyo are open for business and such other day or days as the Underlying Series
Trust's Trustee may from time 1o time determine,

The value of all assets not denominated i U.S. Dollar (if any) will be converted to their ULS. 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 subscriptions, redemptions and disiributions using the appropriate spot rates as of 4:00 pm.
Londaon time from an approved independent pricing service,

The Fund shall be terminated on the happening of the first w occur of any of the following events: (a) If' it becomes
illegal or in the opinion of the Underlying Seres Trust's Trustee, impractical or inadvisable or contrary to the
interests of the unitholders either to continue the Fund or to remove 1t 1o another legal jurisdiction, (b) If the majorty
of unitholders by unitholders resolution shall so determine, (c} Upen the termmnation of the period which
commenced with the Trust Deed and terminates one hundred fifty vears from that date, (d) I the Underlyving Series
Trust’s Trustee gives written notice of its intent 1o retire,

(B) Security Valuation. For purposes of caleulating the net asset value, portfolio secunties 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 nermally 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 securities with similar characteristics, Certain fixed income securities purchased on a delaved-
delivery basis are marked to market daily until setilement at the forward settlement date, Shori-term investments
having a maturity of 60 days or less are stated at amomized 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 Hammiman & Co. (the “Admimstrator”™) in accordance with advice from the Investment
Manager. Market quotes are considered not readily available in circumstances where there 15 an absence of current
or reliable market-based data (e.g.. trade information, bid/asked information, broker quotes), including where events
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 o 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 signilicant events that may materially affect the
values of the Fund’s securities or assets and for determining whether the value of the applicable sceuritics 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 waded, 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
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3. UNDERLYING SERIES TRUST (continued)

(for instance, i 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 matenal to the financial statements.

Fair Valoe Measurements — In accordance with the awhoritanive guidance on fair value measurements and
disclosures under 115, GAAP, the Fund discloses the fair value of its investmems in a hierarchy that prioritizes 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 | 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 1 — 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 — Inpuis other than quoted prices that are observable for the asset or hability either directly or
indirectly, including inputs in markets that are not considered 1o be active;

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

Inputs are used n applying the various valuation techniques and broadly refer o the assumputions thar marker
participants use to make wvaluation decisions, including assumptions about risk. Inputs may include price
information, specific and broad credit data, liquidity statistics, and other factors. A financial instument'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 1o be that market data which is readily
available, regularly distributed or updated, reliable and verifiable, not proprieiary, and provided by independent
spurces that are actively mvolved i the relevant market. The caregonization of a financial instrument within the
hierarchy 1s based upon the pricing transparency of the mstrument and does not necessarily correspond to the
Investment Manager's perceived nisk of that instrument.

Tnvestments. Investments, whose values are based on the quoted market prices in active markets, and therefore
classified within Level 1. mclude active listed equities, exchange-raded derivanves, and cermain monev market
securities. The Investment Manager does not adjust the quoted price for such instruments, even in situations 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 alternative pricing sources supported by observable inputs are classified within Level 2. These
include sovereign and investment-grade corporate bonds. As Level 2 investments include positions that are not
traded in active markets and/or are subject to wransfer 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 wse denvatives for hedgmg purposes. including anticipatory hedges.
Hedging is a strategy in which the Fund uses a derivanve 1w 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 invalves the risk that changes in the value of the derivative will not manch 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
mransactions 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 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 waded 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 denvatives, including forward foreign currency contracts and swap contracts are valued using observable
mnputs, 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 mputs. Certain OTC derivatives, such as genenc 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 denvatives 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 | and Level 2 inputs are updared to reflect abservable 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 wrade date for
financial reporting purposes. Realized gamns 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 accrual basis. Dividend income is recorded on the ex-dividend date. Investment income is recorded net of
foreign taxes. Paydown gains and losses, if any, on morigage-related and other asset-backed securities are recorded
as components of interest income on the Statement of Operations,

(¥} Distribution Policy. The Underlying Series Trust’s Trustee has delegated to the Currency Manager the
authonty to make distibutions to umtholders. 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 C — ASIA Currency Class on the 18th day of each month {or the subsequent Business Day if the
I81h is not a Business Day) to the unitholders of record as of the 1 7th of cach month. Class I = USD Class has no
planned distributions.

Distributions are automatically reinvested and the proceeds are applied to each unitholder's investment account,

The Underlyving Series Trust's Trustee may change the distribution policy and distribute or cause w be distributed
such amounts and with such frequency as may be determined by the Underlying Series Trust's Trustee from time 1o
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 wansactional currency of U.S. Dollar. The
reperting currgncy of the Fund is the US. 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,
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3. UNDERLYING SERIES TRUST (continued)

Realized pains 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 currengy exchange rates on investments in securitics 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 institations, as determined by the Investment
Manager. These are classified as short-tenm 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 Reserve Bank of Australia, European Central Bank and the Central Bank of Japan
deposit rate cuts, interest rates for Australian Dollar, Euro and Japanese Yen — denominated short-term investments
may be less than zero percent.

() Forward Foreign Currency Contracts. The Fund may enter into forward foreign currency contracts in
conneciion with settling planned purchases or sales of securities to hedpe the currency exposure associated with
some orf all of the Fund’s securities ar as a pan of an investment stratepy. 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 1o 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 1t 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
addinon, 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 curmrency changes unfavorably to the base curremcy. The Fund i1s also authonzed to enter into
forward foreign currency contracts for the purpose of hedging exchange risk for investors. Gams and losses ansing
from class specific forward foreign currency contracts are allocated to those specific classes. Forward foreign
currency contracts outstanding at December 30, 2020 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 to movements in interest rates and currency values. The primary risks
associated with the use of faomres 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 market, and the inability
of the counterparty to meet the terms of the contract.

Futures contracts are valued based upon their quoted daily seitlement prices. Upon entering into a futures contraet,
the Fund is required to deposit with its futures broker, an amount of cash or U.S. Government and Agency
Obligations in accordance with the initial margin requirements of the broker or exchange. Futures contracts are
marked 1o market daily and an appropriate pavable or receivable for the change in value (“variation margin®™) is
recorded by the Fund. Varation margin for futures contracts with daily cash settlement, if any, 1s reported as Due
from/to broker — vanation margin on centrally cleared denivanves — Futures on the Statement of Assets and
Liabilities. Unrealized appreciation/depreciation on futures contracts with settlement periods other than daily, if any,
15 disclosed separately on the Statement of Assets and Liabilities. Gains or losses are recognized but not considered
realized untl the contracts expire or are closed.

(1} Swap Agreements. The Fund may invest in swap transactions, including, but not limited 1o, swap agreements on

interest rates and credit default swaps. Swap agreements are privately negotiated in the market (“*OTC swaps™) and
executed in a multilateral or other trade facility platform, such as a registered commaodities exchange (**centrally
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3. UNDERLYING SERIES TRUST (continued)

cleared swaps'"). The Fund may enter into credit default and interest rate swap agreements to manage its exposure o
credit and interest rate risk. Securities or cash may be identified as collateral or margin in accordance with the terms
of the respeciive swap agreemenis to provide asseis of wvalue and recourse in the evemi of default or
bankruptcy/insolvency. Premiums on OTC swaps and centrally cleared swaps, with non-daily cash settlement, if
any, are reported as premiums paid or received on OTC swap contracts or premiums paid or received on centrally
cleared swap contracts on the Statement of Assets and Liabilities. Premiums on centrally eleared swaps, with daily
cash seutlement, if any, are reporied as a component of Deposits with or due to broker for centrally cleared
derivatives on the Statement of Assets and Liabilities.

Swaps are marked to market daily based upon values provided by third party vendors, registered commodities
exchanges, or quotations from marker makers to the extent available. Changes in marker value, if any, are reflected
as a component of net changes in unrealized appreciation/{depreciation) on the Statement of Operatons. Current
day’s variation margin on centrally cleared swaps, with daily cash settlement, if any is reported within the Statement
of Asses and Liabilities, as Due fromto broker — variation margin on centrally cleared derivatives. 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 commitments
to pay or receive interest, ez, an exchange of floating rate payments for fixed rate payments with respect to the
notional amount of principal. Certain forms of interest rate swap apreements may include: (i) interest rate caps,
under which, in return for a premium, one party agrees 1o make payments (o the other 1o the exient that interest rates
exceed a specified rate, or “cap”, (i) imerest rate Nloors, under which, in return for a premium, ong party agrees o
make paymenis 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 1o protect nsell against
interest rate movements exceeding piven 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 o the expiration date, (v) spreadlocks, which allow the interest rate swap users 1o 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,

Crednt default swap agreements on corporate or sovereign issues involve one party making a stream of payments to
another party in exchange for the nght to receive a specified return i the event of a default. The Fund may use
credit default swaps on corporate or sovereign issues to provide a measure of protection agamst defaults of the
issuers (Le., 1o 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 pamicular issuer’s default. As a seller of protecuon, the
Fund will generally receive from the buyer of protection an upfront payment 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
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 nstances take delivery of the secunty.
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 10 invesiment 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
event oCcurs,

Credit default swap agreements on eredit indices invalve one party making a stream of pavments to another party in
exchange for the right 1o receive a specified retumn 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
mstruments or exposures designed to be representative of some pant of the credit market as a whole. These indices
are made up of reference credins that are judged by a poll of dealers 1o be the most liquid entities in the credit default
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3. UNDERLYING SERIES TRUST (continued)

swap market based on the sector of the index. Components of the indices may mclude but are not limited to: credit
default swaps on investment grade securities, high yvield secunities, asset-backed securities. emerging markets, and/or
various credit ratings within each sector. Credit indices are traded using credit default swaps with standardized 1erms
including a fixed spread and standard matrity dates. An index credit default swap references all the names in the
index, and if there 15 a default, the credit event 15 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, cach name has an equal weight
in the index. Swap agreements held as of December 30, 2020 are listed in the Schedule of Tnvestments,

{(4) 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
nstruments 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 instruments under ASC 8135,

The Fund may transact in a variety of derivative instruments including interest rate swaps, credit default swaps.
futures and forward fereign cwrrency contracts primarily for trading purposes with each instrument’s primary nisk
exposure being mnterest rate, credit or foreign exchange nsk. The fair value of these dervative mstnmments 1s
mcluded in the Statement of Assets and Liabalities 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 instruments consisted of forward foreign currency contracts, futures contracts, interest rate swap
contracts, total return swap contracts and credit default swap contracts.

(K) Subscriptions and Repurchases of Units, After the ininal issue of units, an eligible investor may subscribe for
units on any subsequent subscription date ar the relevant subseription price, which means the imitial offering price
specified by the Underlying Series Trust's Trustee and, for subsequent offerings, the NAV per Unmit on the
Subscription Date less any expenses or monies owed by the unitholder to the Underlying Series Trust’s Trustee.
Each unitholder may submit to the Underlving Series Trust's Trustee or its duly designated agent a repurchase
notice requesting o have all or a portion of its units repurchased at the repurchase price, which means the NAY per
Unit on the Repurchase Date less any expenses or monies owed by the unitholder wo the Underlying Series Trust's
Trustee. The Underlying Series Trust’s Trustee may at any time and for anv reason, by giving not less than 5
Business Days’ prior written notice to a unithalder, 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 Trst's Trustee or monies owed by such
unitholder.

(L} Fees and Expenses. The Underlving Series Trust bears s own expenses, including but not limited 10,
Administration Fees, Invesiment Management Fees, the Underlying Series Trust's Trustee Fees, Custody Fegs,
Currency Agent Fees, Currency Manager Fees, Transfer Apent 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, 2021, all issued units were held by a single unitholder.

(A) Subseriptions 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 Senies Trust and 15 also payable in respect of subscriptions for units,
The sales charge will be payvable to Daiwa Securities Co, Lid, (the “Distributor” and “Agent Company™) in Japan,
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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 unithelder may submit o Brown Brothers Harriman & Co. (the “Transfer Agemt™) a
repurchase notice requesting 1o 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
repurchased. The mimimum mumber 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, after consultation with the Trustee, may from time 1o 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
ane unit or more, and thereafter in integral multiples of one unit. Mo fractional units will be repurchased.

5 MARKET, CREDIT AND STRATEGY RISKS

The following summary of risks refer to the combined nisks 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 15 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
strategies.

(B) Liguidity Risk. Not all investments of the Series Trust will be histed or rated {(including the Underlying Series
Trust} and consequently liquidity may be low. Moreover, 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 at their fair price due 1o adverse market conditions leading o limited
liguidity.

In the case of the sale of investmenis of the Series Trust for the purpose of funding repurchase requests, it 15 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 investiments as a result of the marker size or marker trends of such invesiments.
This may result in a fall in the net asset value per unit,

(C) Interest Rate Risk. Interest rate nsk is the sk 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 Ilnvestment
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 pnncipals in these markets,
negotiating each ransaction on an individual basis, Forward and "cash” wading 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
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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 behall of the Series Trust, trades or invests, may encounter financial difficultics and default on their
respective obligations to the Series Trust, Any such default could resull in materal losses to the Series Trust. In
addition, the Series Trust may pledge collateral to the counterparties in order to secure cenain transactions,

The Series Trust attempts to reduce its exposure to counterparty credit risk by entering into a master netting
agreement with each of its counterparties. The master netting agreement gives the Series Trust the right to terminate
all transactions traded under such agreemem wpon deterioration in the credit quality of the counterpany beyond
specified levels. The master netting agreement gives each party the night, 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 1o pledge collateral for the benefit of the counterparties on OTC derivatves in an amount not less
than each counterparty’s unrealized appreciation on outstanding derivative contracts, subject to certain minimum
ransfer provisions, and such pledged collateral, if any, is identified in the Schedule of Investments.

(E) Risk of Indemnification. An investment in the Series Trust 15 neither insured nor guaranteed by the any
government, govemment 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 Nucluate
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 unit is not guaranieed. An investment in the Series Trust involves
certain investment risks, including the possible loss of principal.

(F) Credit Risk. Credit risk is the nisk 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 ereditworthiness
may also affect the value of the Series Trust's investment in that issuer. The depree of credit risk depends on both
the financial condition of the i1ssuer and the terms of the obligation.

(G) Foreign Securities Risk. Secunitics 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
imvestments often involve special risks not present in LLS. investments that can increase the chances that the Series
Trust will lose money, In particular, the Series Trust is subject 1o 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 2o 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
mvestor’'s jurisdiction of domucile with respect to such issues as prowth of gross national product, reinvestment of
capital, resources and balance of pavments 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 o purchase or sell
foreign securities or ransfer 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
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government securities, difficulties in enforcing legal judgments in forcign courts and political and social instability.
Legal remedies available 1o investors in certain foreign countries may be less extensive than those available in an
investor's home jurisdiction,

(H) Currency Risk. Sccuritics and other instruments in which the Series Trust invests may be denominated or
quoted in currencies other than the functional currency of the Serigs Trust, For this reason, changes in forgign
currency exchange rates can affect the value of the Series Trust's porfolio. Generally, when the Series Trust's
functional currency rises in value against another currency, a security denominated in that currency loses value
because the curmency is worth less giving effect to the conversion into the Series Trust's functional currency.
Conversely, when the Series Trust's functional currency decreases in value against another currency, a 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 retums to investors while a weak functional currency of the
Series Trust may increase those reumns, 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 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 arributable to s
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
sirategy designated by the Investment Manager,

(I} Derivatives, The Series Trust may use derivative instruments o hedge its invesiments or 1o seek 1o enhance
returns. Derivatives allow the Seres Trust to increase or decrease its risk exposure more quickly and efficiently than
other types of instruments. Derivatives are volatile and involve significant risks, including:

. Credit fisk — 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 relanvely

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

. Liguidire 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 Senes Trust typically uses denvatives as a substitute for taking a posiion m the
underlying 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 nisk.

The Series Trust's use of derivative instruments invelves nisks different from, or possibly greater than, the nisks
associated with investing directly in securities and other traditional investments, Derivatives are subject to a number
of nisks deseribed elsewhere in this section, such as, interest rate risk, market nsk and credit nsk. They also involve
the nisk of mispricing or improper valuation and the nisk that changes i the value of the derivanve may not correlate
perfectly with the underlving asset, rate or index. If the Series Trust invests in a derivative istrument, it could lose
more than the principal amount mvested. Also, suitable denvative transactions may not be available n all
circumstances and there can be no assurance that the Series Trust will engage in these transactions 1o reduce
exposure 1o other risks when that would be beneficial,

(J) Corporate Debt. Corporate debt securities in which the Senes Trust indirectly invests are subject o the rnisk of
the issuer’s inability 10 meet principal and interest paymenis on the obligation and may also be subject 10 price
volatility due o such lactors as interest rate sensitivity, market perception of the creditworthingss of the issuer and
general market hiquidity, When interest rates rise, the value of corporate debt securities can be expected to decline,
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Debt securities with longer maturities tend to be more sensitive to interest rate movemenis than those with shorter
maturities.

(K) Sovereign Debi. The Series Trusi may indirectly invest in sovergign 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 sovereign debt due to, for example, cash flow problems,
msulficient foreign currency reserves, political considerations, the relative size of the governmental entity’s dela
position in relation o the economy or the failure (o put in place economic reforms required by the Tmernational
Monetary Fund or other multilateral agencies. 17 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 debis that a government does not pay nor
are there bankruptey proceedings through which all or pan of the sovereign debt that a governmental entity has not
repaid may be collected.

(L) Foreign Currency Contract Risks. Currency hedging transactions will be entered into for the account of
holders of BRL Hedge Units and AUD Hedpe Units by selling U.S. Dollars and buving 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 ¢lse 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 invesied due to Muctuations 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 account maintained in respect of the BRL
Hedge Units or ALUD Hedge Units, as applicable

The exchange rate of currencies of emerging market countries 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 establishiment of restrictions on lorgign 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
hedzing costs which are based on the differences between the interest rates of the hedging currency and UISD.

(M} Other Risk. During the vear, the COVID-19 outhreak was declared a pandemic by the World Health
Organization. The sitwation is dynamic with various cities and countries around the world responding in different
ways to address the outbreak. The rapid development and flurdity of this situation precludes any prediction as its
ultimate impact, which may have a continued adverse impact on economic and market conditions and trigger a
period of global economic slowdown,

The Investment Manager and the Trustee are monitoring developments relating to COVID-19 and are coordinating
their operational response based on existing business continuity plans and on guidance from global health
organizations, relevant governments, and general pandemic response best practices,

6. GUARANTEES AND INDEMNIFICATION

Under the Series Trust's organizational decuments, cerlain parties (including the Trustee and Investment Manager)
are indemnified againsi certain liabilities that may arise owt of performance of their duties (o the Series Trusi.
Additionally, 1n the normal course of business, the Sernies Trust enters into contracts that contan a vanety of
indemnification clauses. The Series Trust’s maximum exposure under these arrangements is unkonown as this would
invoalve future claims that may be made against the Series Trust that have not vet occurred, However, the Senes
Trust has not had prior claims or losses pursuant to these coniracts.
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For the Year Ended March 31, 2021

T.TAX

The Series Trust is subject to the Cayman Islands 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 mcome. No withholding tax is applicable to distnbutions by
the Series Trust or with regard (o 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 imtends to qualify
for safe harbors in the Internal Revenue Code of 1986, as amended, pursuant to which the Senes Trust will not be
reated as engaged in such a business if its activities are limited to trading in stocks and securities or commodities
for s own account. If none of the Series Trust's mcome 15 effecovely commected with a U5, trade or business
carried on by the Series Trust, certain categories of income (including dividends and certain types of interest
meome) denved by the Senes Trust from U5, 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 uncenainty in tax positions (Financial Accoumting
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 1ax positions meeting the more
likely than mot threshold, the tax amount recogmzed m the financial statements is reduced by the largest benefit that
has a greater than fifty percent likelihood of being realiced wpon wltimate settlement with the relevamt taxing
authonty. The Trustee has reviewed the Sernies Trust’s tax positions and has concluded that no provision for taxes is
required i the financial statements, There are currently no interests or penalties related to uncertain tax positions.

As of March 31, 2021, the tax years that remain subject to examination vary by the major tax jurisdictions, other
than the UL.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, 2021,

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 tomal net assets subject to a minimum fee of $22 500 per annum plus a fee of
0.01% on passive hedged share class assers, The fees earned by the Administrator during the vear ended March 31,
2021 and outstanding fees pavable to the Administrator at the end of the vear have been disclosed in the Statement
of Operations and the Siatement of Assets and Liabilities, respectively,

(B) Transher Agent’s Fees. Brown Brothers Harriman & Co. (the "Transler Agent”) receives a fee acerued 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 carned by the Transfer Agent during the year ended March 31, 2021
and ourstanding 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 aszet based fees of 0.01% of asses under custody and transactional
charges for specialized processing of 515 per mansaction. The fees earned by the Custodian dunng the year ended
March 31, 2021 and outstanding fees payvable to the Custodian at the end of the vear have been disclosed in the
Starement of Operations and the Statement of Assets and Liabilities, respectively.

(D) Trustee’s Fees. The Trustee receives an annual fee of 510,000 per annum from the assets of the Series Trust,
which is payable monthly in arrears. The fees carned by the Trustee during the year ended March 31, 2021
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For the Year Ended March 31, 2021

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 recerve out of the assets of the Senes Trust
a fee of 0.185% per annum of the Net Asset Value of the Series Trust, which is payable monthly in ammears. The fees
earned by the Investment Manager during the vear ended March 31, 2021 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
Assers and Liabilites, 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 documem translation and customer assistance on matlers regarding the Series
Trust, With effect from October 1, 2020, the Management Service Providing Company is entitled 1o receive out off
the assets of the Series Trust a fee at the rate of 0.22% per annum of the Net Asset Value of the Series Trust, accrued
on and calculated as at each Valuation Day and payable monthly in amears, During the period April 1, 2020 10
September 30, 2020, The Management Service Providing Company was entitled 1o 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 was payable monthly in
arrears. The fees eamned by the Management Service Providing Company during the year endad March 31, 2021 and
outstanding fees pavable 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 distnbution policy and directs the Trustee in its distnbution responsibilities.
With effect from October 1, 2020, the Manager is not entitled 1o receive a fee out of the assets of the Series Trust
During the period April 1, 2020 to September 30, 2020, The Manager was entitled 1o receive out of the assets of the
Senes Trust a fee of 0.02% per annum of the Net Asset Value of the Senes Trust, which was payable monthly in
arrears. The fees earned by the Manager during the year ended March 31, 2021 and outstanding fees payable to the
manager at the end of the year have been disclosed in the Statement of Operations and the Statemem of Assets and
Liabilities, respectively.

(G) Distributor’s and Agent Company’s Fees. The Manager appomted the Distributor and Agent Company 1o
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 fec at the rate of 0.60% per annum of the Net Asset Value of the Series Trust, which
i5 payable monthly i arrcars. The fees camed by the Distributor during the year ended March 31, 2021 and
oustanding fees pavable 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 10 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 fiees carned by the Agent
Company during the year ended March 31, 2021 and outstanding fees payable to the Agent Company at the end of
the vear 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 1o its operations including but not limited 1o
(i) governmental fees; (i) brokerage fees and commissions and other portfolio transaction expenses; (iii) costs of
borrowing money, including imterest expenses; (iv) extraordinary expenses, including costs of liigation 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 Securities (AST 2017-08") which amends the amortization period for centain purchased callable debt
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For the Year Ended March 31, 2021

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 mamrity. ASL
2017-08 is effective for fiscal years beginming after December 15, 2019, and intenm penods within fiscal years
beginning after December 15, 2020.

On August 28, 2018, the FASB issued an Accounting Standards Update, ASU 2018-13, Fair Value Measurement
{Topic 820} Disclosure Framework-Changes to the Disclosure Requirements for Fair Value Measurement (“ASU
2018-137). ASLI 2018-13 modifies the disclosure objective paragraphs of ASC 820 to eliminate (1) “at a minimum”
from the phrase “an entity shall disclose at a minimum™ and (2) other similar “open ended™ disclosure requirements
to promote the appropriate exercise of discretion by entities. ASU 2018-13 also eliminates and modifies other
requirements under ASC 820, ASLU 2018-13 is effective for all entities for fiscal years, and interim periods within
thase fiscal years, beginning after December 15, 2009, Cenain disclosures that are no longer required were removed
from the notes to the financial slatements,

The application of ASU 2017-08 and ASU 2018-13 did not have a significant impact on the financial statements,

In October 2020, the FASB issued ASU 2020-08, Codification Improvements to Receivables - Nonrefundable Fees
and Other Costs (Subtopic 310-20), which clarifies that an entity should reevaluate whether a callable debt security
purchased at a premium is in scope for each reporting period. Specifically, for each reporting period, to the extem
the amornzed cost basis of the mdividual callable debt secunty exceeds the amount repayable by the issuer at the
next call date, the premium shall be amortized to the next call date. The next call date is the first date when a call
option at a specified price becomes exercisable. Once that date has passed, the next call date is when the next call
option at a specified price becomes exercisable. Whether a callable debt secunty purchased at a premium is subject
to amortization to the next call date may change over nme depending on the secunty’s amortized cost and the terms
of the next call option. The ASU 15 effective for annual periods beginning after December 15, 2021 and intenim
periods within fiscal years beginning after December 15, 2022, Early adoption is permitted,

The Trustee does not expect the application of ASU 2020-08 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 20, 2021, the date on which these
financial statements were available 10 be issued. From April |, 2021 through Aupust 20, 2021, there were

redemplions of 31,126,185 and no subscriptions. During the same period, there were distributions of $347 951 of
which there were no reinvestmenis, There are no other subsequent events to report as they relate 1o the Series Trust.
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Statement of Assets and Liabilities

March 31, 2020

(Expressed in United States Dollars)

Assats
Investment in Underlying Series Trust and short term investment, at value (cost
$13,067.838) 5 12,080,116
Cash 284
Unrealized appreciation on forward foreign currency contracts 15,810
Deposits with counterparty 280,000
Receivables for:
Series Trust units scld 3638
COther assets 542
Total assets 12,380,290
Liabilities
Unrealized depreciation on forward foreign currency contracts 297.020
Payables for:
Acerued professional fees B4,555
Accrued administrator's and transfer agent's fees 10,125
Agerued distributor's fees 7118
Accrued trustee's fees 6,443
Acerued regisiration fees 5,668
Accrued custodian's fees 5.330
Agerued management service providing company's fees 2373
Accrued investment manager's fees 2,195
Accrued agent company's fees 1,185
Accrued manager's fees 237
Acerued printing fees 17
Cther liabilities 254
Total liabilities 403 363
Met assots 5 11,976,927
AUD Hedge Units & 260,144
BERL Hedge Units 9,179,585
USD Units 2,437 188
5 11,976,927
Units outstanding
AUD Hedge Units 7,152
BRL Hedge Units 3126 955
UED Units 28,997

Net asset value per unit

AUD Hedge Units s 50.36
BRL Hedge Units $ 26.08
USD Units $ 81.25

The accompanying notes are an integral part of these financial statements
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Statement of Operations

For the Year Ended March 31, 2020

(Expressed in United Slates Dollars)

Invastment Income

Interest income 5 22,588
Total investment income 22 589
Expanses
Dastributor's faes 114,980
Professional fees 72646
Management senice providing company's fees 38,326
Investment manager's fees 35,452
Administrator's and transfer agent's fees 27,168
Trustes's fees 20,208
Agent company's fees 19,163
Custodian’s fees 12,214
Registration fees 9416
Printing fees 7827
Manager's fees 3,833
Other expenses 2,394
Total expenses 63428
Met investmant loss (340.838)
REALIZED AND UNREALIZED GAIN (LOSS):
MNet realized gain {loss) on:
Sales of Underlying Series Trust 428042
Foreign currency transactions and forward foreign currency contracts (2.438672)
Net realized loss (3.010,630)
MNet change In unrealized appreciation (depreclation) from:
Investment in the Linderlying Series Trust (2,183,377
Foreign currency translations and forward foreign cumency contracts (160,804)
Net change in unrealized depreciation (2,344 181)
Net realized and unrealized loss (5.354 811)
MNet decrease in net assets resulting from oparations 5 (5,685 650)

The accompanying notes are an integral part of these financial statements.
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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, 2020

{Expressed in United States Dollars)

Net increase (decrease) in net assets from operations
MNet investment loss
MNet realized loss
Met change in unrealized depreciation
Het decrease in net assets resulting from operations

Distributions to unitholder
Het decrease in net assets resulting from Serles Trust unit transactions
Met decrease in net assels

Net Assets
Beginning of year
End of year

§ (340,839)
(3,010,630)
{2,344.181)

(9.695.630)

(1,408,615)
(2.651,121)
(0,756, 386)

21,733,313
5 11,976,927

AUD Hedge Units BRL Hedge Units USD Units
Series Trust unit transactions
Units
Issued - 6139 1,855
Redeemed (76600 (46,440) {7.156)
Met change in units {7 .660) (40.301) {5,201)
Amounts
Issued 5 - % 279,445 5 192,149
Redeemed (524,227) (1,900,948) (B37.541)
Net decrease in net assets resulting from
Series Trust unit transactlons & (524.227T)y % (1,621502) 5 (505,392)

The accompanying notes are an integral part of these financial statements.
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Financial Highlights

For the Year Ended March 31, 2020

(Expressed in United States Dollars)

Selected per Undt Data:

AUD Hodge Units BRL Hedge Units USD Units
Mol xaset value por unll, beginning of year [3 7267 5 45 6T & 95,89
el investment loss” . 1211 0.7 (.72}
Net realized snd unrealized loss From investments {18200 (14.47) (12.12)
'l-.:dnl Iua.afruﬁ Investment operabons [18.47) {1518 (13.84)
Distributions to unitholder (290 3400 £4.580)
Mot assat value per enit, end of year H 50,36 3 .08 ] #1.25
Total returm® (27710 (34,971 (14, 58)%
Mot assats, ond of year s 360,144 $ 9,179,585 § 2437,188
Rtio of lalal expenses 1o average net assels™ 1.50% 1.90% 1.80%
Ratio of investment lods bo overage net assets™ (1.78)%: (1. 7B (177 1%

" Calculaled based on average units culsiandng during the year

* Total refurn assumes the effect of reinvested distibutions.

** The fund imvests in olher funds and indireclly bears ils propartionate share of the fees and expenses incurmed by the Datwa/Fidelty Asta High Yield Bond Fund in which the fund is
invested. This ratio does not include these indirect fees and expenses

The accompanying notes are an integral part of these fmancial 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, 2020

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 5, 2011 and made between Intertrust Trustees (Cayman) Limited (the
“Trustee™) and Daiwa Asset 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, 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. Dellar. The denominated currency of each class will be hedged
against the 11.5. Dellar 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 seck a steady growth of its assets and stable returns by mvesting in
Asian high yield bonds. The Series Trust indirectly invests in Asian high yield bonds through investing in the USD
class of Daiwa/Fidelity Asia High Yield Bond Fund (“Underlying Series Trust™) which invests primarily in high-
vielding, 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 U5, 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 U5, Dollar (the "Foreign Exchange Investment Strategy"),
Accordingly, investors in the BEL 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 113, Dollar. Such
exposure may have either a positive or negative impact on the et 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 (*FASE™) Accounting Standard Codification Topic 946
Financial Services — Investment Companies,

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

The Series Trust's financial statements reflect the period from April 1, 2019 to March 31, 2020, which is the Series
Trust's financial vear end,

The following is a summary of significant accounting policies consistently followed by the Series Trust in the
preparation of its fmancial statements in conformity with accounting principles generally accepted in the United
States of Amerca (“U.5. 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,

{A) Determination of Net Asset Value of Units. The net asset value of each unit of the Series Trust is caleulated
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 habilities including accrued fees 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 MNew York, and financial instrument firms in Japan are open for business and/or such other
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For the Year Ended March 31, 2020

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 U.S. Dollar (if any) will be converted to theirr 1.5, 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.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 habilities (Level |
measurement) and the lowest priority to valuations based upon unobservable inputs that are sigmificant 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 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 wvaluation 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 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 comrespond to the
Investment Manager’s pereeived 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 mstruments 15 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 and are classified within Level 2.

Investments that trade in markets that are not considered to be active, but are 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, 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 authontative guidance under 1.5, 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 Senies Trust determines that the Net Asset
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Value per share of an investment is indicative of fair value, the Series Trust records the fair value of an investment
in an vestment company using the MNet Asset Value per share of the mvestment (or its equvalent) without further
adjustment (the “practical expedient™). The guidance permits the Series Trust to use the practical expedient only if
the Met Asset Value per share of the investment is determined in aceordance 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 MNet Asset Value each Business Day,

Derivative Instruments. The Senies Trust may use derivatives for hedging purposes, including anticipatory hedges,
Hedgzing 1s a strategy in which the Series Trust uses a derivative to offset the risks associated with other Series Trust
holdings. Whale 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 cutweighs 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. I 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-traced
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 confracts 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 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 liqud OTC denvatives may utilize some Level | andior Level 2 inputs, they also
include other unobservable mputs 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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Notes to Financial Statements (continued)

For the Year Ended March 31, 2020

The following is a summary of the fair valuation according to the inputs used as of March 31, 2020 in valuing the
Series Trust's financial instrum ents®:
(Unadjusted)
Quoted
Prices in
Active Significant
Markets for Other Significant  Investments
Identical Obsarvable Unobservable Measured at
Investments Inputs Inputs Met Assat Fair Value at
Assets {Leval 1) (Level 2) (Level 3) Value 03131120
Equity Securities
Datwa/Fidelity Asia High
Yield Bend Fund
(A Series Trust of Dalwa
Global Trust)
USD Class 3 - 5 - 5 - % 9336150 § 9336150
Short Term Investments
Time Deposits - 2,743,966 - - 2.743.966
Tolal Investments [ - § 2,7439G66 5 — % 9336150 $ 12,080,116

Financial Derlvative
Instruments*™

Assats
Forward Foreign Currency
Contracts 5 = 8 15,610 5 - 8 - 5 15,610

Liabilities
Forward Foreign Currency
Contracts ] = § (297,020 & - & = § (297.020)

* For further information on categories of securities refer to the Schedule of Investments.
=*Derivative financial instruments such as forward foreign currency contracts are valued at the unredized appreciation
{depreciation) on the instnament,

Durning the vear ended March 31, 2020, 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, Gamns and losses are
reported on an identified cost basis. Distnibutions of income or realized gains from the Underlying Senies Trust are
recorded on ex-dividend date. Distributions of retumn of capital by the Underlying Series Trust are recorded as a
reduction in the cost of the investment. Interest income is accrued as earmned.

Cost of purchases and proceeds of sales of units in the Underlying Series Trust for the vear were 32,300,000 and
$10,901,120, respectively.

(D) 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 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 cumrency and USD. The Manager seeks to pay distributions ot of income and realized and
unrealized profits. However, distributions may be paid out of capital attributable o the relevant class of units,
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Notes to Financial Statements (continued)

For the Year Ended March 31, 2020

Distributions declared and paid for the year ended March 31, 2020 were as follows:

Diistributions to Unitholder Amount

AUD Hedge Units b 28,847
BRL Hedge Units 1.226.342
USD Units 154,426
Total Distributions b 1.409.615

(F) Cash and Foreign Currency. The functional currency and reporting currency of the Series Trust is U5, 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 cumency 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,

() Time Deposits. The Senes Trust, through Brown Brothers Harriman & Co, (the “Custodian™), places excess
cash balances into overnight time depesits 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 Investments.

(H) Forward Foreign Currency Contracts. The Series Trust may enter into forward foreign currency contracts in
connection with setthing 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
1s 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 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 nisk 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 contracts
are allocated to those specific classes. Forward foreign cwrrency contracts outstanding at March 31, 2020 are listed
in the Schedule of Investments.

(I) Derivative Instruments. ASC 515-10-30 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 msirumenis 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 nisk. 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 yvear ended
Miarch 31, 2020, the Series Trust’s transactions in derivative instruments consisted of forward foreign currency
contracts only.
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Notes to Financial Statements (continued)

For the Year Ended March 31, 2020

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

The effect of derivative instruments on the Statement of Assets and Liabilities at March 31, 2020
Derivatives not accounted for as hedging instruments under ASC 815

Location Foreign Exchange Risk*
Assets derivatives

Unrealized appreciation on forward foreign currency contracts 3 15,610
Liabilities derivatives

Unrealized depreciation on forward foreign currency contracts 3 (2970200

“Gross value is presented in the Statement of Assets and Liabilities in the unrealized appreciation/(depreciation) on open forward foreign
currency contracts line.

The effect of derivative instruments on the Statement of Operations for the vear ended March 31, 2020
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
Met realized loss on forward foreign currency contracts b (3.440,582)

Change in unrealized appreciation/{depreciation) on derivatives recognized
as a resull from operations
Met change in unrealized depreciation on forward foreign currency contracts b { a0, 804)

“Value is presented in the Statement of Operations in the net realized gaini{loss) on foreign currency transactions and forward foreign currency
contracts and net change in unrealized appreciation/{depreciation) from  foreign currency translations and on forward foreign currency contracts
lines, respectively.

The average monthly notional amounts of open forward foreign currency contracts outstanding during the vear
ended March 31, 2020 were approximately as follows:

AUD Hedge Urts b 657627
BRL Hedge Units 5 15,578,518

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 OTC 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 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, 2020, there was cash collateral of $280,000 pledged with Standard Chartered Bank.
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Notes to Financial Statements (continued)

For the Year Ended March 31, 2020

3. UNDERLYING SERIES TRUST

The following information has been taken from the December 30, 2019 audited financial statements of the
Underlying Series Trust and i3 consistent with the information of the Underlymg Series Trust as of March 31, 2020,

Brown Brothers Harnman 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 Senies Trust’s Trustee (Intertrust Trustees (Cayman)
Limited) as defined in Note 1.

ORGANTZATION 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 [slands. 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 with the exception of USD Class units which subscribes, redeems and distributes, as
applicable, in U3, 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 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-yielding, 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 (“FASE™) 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 28, 2018 to December 30, 2019, 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, MNew York, Hong Kong and Tokyo are open for business
and/or such other day or days as the Underlying Series Trust’s 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.5. 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.

153/211



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, 2020

3. UNDERLYING SERIES TRUST {continued)

{A) Determination of Net Asset Value of Units. The net asset value of each unit of the Fund 15 calculated by
dividing the net asset value of the Fund ("net asset value" 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 1s calculated at the close of business on each dealing day, which means any day on which banks in Hong
Kong, London, MNew York and Tokyo are open for business and such other day or days as the Underlying Seres
Trust's Trustee may from time to time determine,

The value of all assets not denommated in U5, Dollar (if any) will be converted to ther 1.3, Dollar equivalent
using the appropriate spot rates as of 4:00 pm. London time from an approved independent pricing service, For each
Class which transacts in Japanese Yen, the net asset value per unit 13 converted to its Japanese Yen equivalent for
purposes of capital subscriptions, redemptions and distributions using the appropriate spot rates as of 400 pm,
London time from an approved independent pricing service.

The Fund shall be terminated 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 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 writien 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 yield data relating
to investments or securities with similar charactenistics, Certain fixed income secunties 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 Investment
Manager. Market quotes are considered not readily available in circumstances where there 1s an absence of current
or reliable market-based data (e.g., trade information, bid/asked information, broker quotes), including where events
ocour after the close of the relevant market, that materially affect the values of the Fund's secunities 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
[nvestment Manager or persons acting at their direction believe acourately 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
caleulation 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 secunty as of the time of pricing
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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 secunities were sold and the differences could be material to the financial statements.

Fair Value Measurements — In accordance with the suthoritative guidance on fair value measurements and
disclosures under U5, GAAF, the Fund discloses the fair value of its investments in a hierarchy that prionitizes the
inputs to valuation techniques used to measure the fair value. The hierarchy gives the highest prionty to valuations
based upon unadjusted quoted prices in active markets for 1dentical assets or liabilities (Level 1 measurement) and
the lowest priority to valuations based upon uncbhservable inputs that are significant to the valuation (Level 3
measurements).

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

. Level 1 — 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 wvaluation decisions, including assumptions about nisk. Inputs may include price
information, specific and broad credit data, hiquidity 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
hicrarchy is based upon the pricing transparency of the instrument and does not necessarily comespond to the
[nvestment Manager’s pereeived risk of that instrument.

Investments. Invesiments, whose values are based on the quoted market prices in active markets, and therefore
classified within Level 1, include active listed equities, exchange-traded derivatives, and certain money market
securities. The Investment Manager does not adjust the quoted price for such instruments, even in situations where
the Fund holds a large position and a sale could reasonably impact the quoted price.

[nvestments that trade in markets that are not considered to be active, but are valued based on quoted market prices,
dealer quotations or alternative pricing sources supported by observable inputs are classified within Level 2. These
include sovereign and investment-grade corporate bonds. 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 ina
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 hedzed may not be reduced and
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3. UNDERLYING SERIES TRUST (continued)

may be mecreased There can be no assurance that the Fund's hedging strategy will reduce nisk or that hedging
transactions will be either available or cost effective. The Fund 15 not required to use hedging and may choose not to
do so. If the Fund invests ina denvative instrument, it could lose more than the principal amount invested,

Also, suitable dertvative 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 mstruments 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 coniracts 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 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 liqudity or for which inputs are unobservable are classified within Level 3.
While the valuations of these less liqud OTC derivatives may utilize some Level 1 and/or Level 2 inputs, they also
include other unobservable inputs which are considered sipnificant to the far 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,

{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 acerual basis. Dividend income is recorded on the ex-dividend date. Investment income is recorded net of
foreign taxes, Paydown gains and losses, 1f any, on mortgage-related and other asset-backed securities are recorded
as components of interest income on the Statement of Operations.

(D} Distribution Policy. The Underlying 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 — JPY Class, Class B — BRL
Class and Class C — ASIA Currency Class on the 18th day of each month (or the subsequent Business Day if the
18th is not a Business Day) to the unitholders of record as of the 17th of each month. Class I — USD Class has no
planned distributions.

Distributions are automatically reinvested and the proceeds are applied to each unitholder's investment 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.
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3. UNDERLYING SERIES TRUST (continued)

{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 b — USD Class which has a transactional currency of U5, Dollar. The
reporting currency of the Fund is the 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 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 gams 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 Investments. In peniods 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 Buro and Japanese Yen - denominated short term investments 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 currency at a set price on a future date. The fair value of a forward
foreign currency contract fluctuates with changes in forward foreign cumrency 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 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 ansing
from class specific forward foreign currency contracts are allocated to those specific classes. Forward foreign
currency contracts outstanding at December 30, 2019 are listed m 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 to movements in interest rates and currency values. 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 illiguid 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 and 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 (“variation margin”) is
recorded by the Fund. Variation margin for futures contracts with daily cash settlement, if any, is reported as Due
fromfto broker — variation margin on cenirally cleared derivatives on the Statement of Assets and Liahilities,
Unrealized appreciation/depreciation on futures contracts with settlement periods other than daily, if any, is
disclosed on the Statement of Assets and Liabilities. Future contracts held as of December 30, 2019 are listed in the
Schedule of Investments.
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3. UNDERLYING SERIES TRUST (continued)

(I) Swap Agreements. The Fund may mvest in swap transactions, including, but not limited to, swap agreements on
interest rates and credit default swaps. Swap agreements are privately negotiated in the OTC 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 eredit 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
bankruptev/insolvency. Premiums on OTC swaps and centrally cleared swaps, with non-daily cash settlement, if
any, are reported as premiums paid or received on OTC swap contracts or premiums paid or received on centrally
cleared swap contracts on the Statement of Assets and Liabilities. Premiums on centrally cleared swaps, with daily
cash settlement, if any, are reported as a component of Deposits with or due to broker for centrally cleared
derivatives on the Statement of Assets and Liabilities,

Swaps are marked to market daily based upon values provided by third party vendors, registered commeodities
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 appreciationf{depreciation) on the Statement of Operations. Current
day’s variation margin on centrally cleared swaps, with daily cash settlement, if any is reported within the Statement
of Assets and Liabilities, as Due from/to broker — vaniation margin on centrally cleared derivatives. 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 commitments
to pay or receive interest, ¢.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: (1) 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 specified rate, or “cap”, (i1) 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 itsell 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 o 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 invalve 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 default. As a seller of protection, the
Fund will generally recewe from the buver of protection an upfront payment and/or a fixed rate of imcome
throughout the term of the swap provided that there 15 no credit event. If the Fund 15 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 to 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 notional amount of the swap if a credit
event ocours.

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
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3. UNDERLYING SERIES TRUST {continued)

or default of all or part of the reference entities comprising the credit index. A credit index 15 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 hmited 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 15 a default, the credit event 1s 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 agreements held as of December 30, 2019 are listed in the Schedule of Investments.

) Derivative Instruments, ASC §15-10-50 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 items
affect an entity”s financial position, financial performance and cash flows.

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

The Fund may transact in a variety of derivative instruments including interest rate swaps, credit default swaps,
futures and forward foreign currency contracts primarily for rading 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, fulures contracts, interesl rate swap
contracts and eredit default swap contracts.

(K} Subscriptions and Repurchases of Units. Afier 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 initial offering price
specified by the Underlying Series Trust's Trustee and, for subsequent offerings, the NAV per Unit on the
Subscrniption Date less any expenses or momnies owed by the umtholder to the Underlying Series Trust's Trustee,
Each unitholder may submit to the Underlying Senes 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 NAV per
Unit on the Repurchase Date less any expenses or monies owed by the unitholder to the Underlying Series Trust’s
Trustee, 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 umits 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
umitholder,

(L) Fees and Expenses. The Underlying Series Trust bears its own expenses, including but not limited to,
Administration Fees, Investment Management Fees, the Underlying 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 Underlying Series Trust.

4. UNITS

As of March 31, 2020, 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
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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 1s payable external to Series Trust and is also pavable 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 1s capped at 36235 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 Hamriman & 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,

A repurchase request, once given, 1s 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 he
repurchased. The minimum number of umits for repurchase per unitholder as of a repurchase day {which means each
dealing day and/or such other day or days as the Manager, after 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 umits 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 15 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 1s the risk that the securities that the Investment Manager selects will underperform the markets, the
relevant indices or the secunities selected by other funds with similar investment objectives and investment
strategies.

{B) Liquidity Risk. Mot all investments of the Series Trust will be listed or rated (including the Underlving Series
Trust) and consequently liquidity may be low. Moreover, 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 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 1s 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
maore in response (o 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 thereor, 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
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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 to the counterparties in order to secure certain transactions.

The Series Trust attempts to reduce its ¢xposure to counterparty credit risk by entering into a master netting
agreement with each of its 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 beyond
specified levels. The master neiting agreement gives each party the right, upon an event of default by the other party
or 4 termination of the agreement, to close out all transactions traded under such agreement and to net amounts owed
under each transaction to one pavable by one party to other. The Senies Trust’s maximum risk of loss from
counterparty credit risk related to OTC denvatives is generally ageregate unrealized appreciation and unpaid
counterparty payments in excess ol 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 denvatives 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, 15 1dentified in the Schedule of Investments.

(E) Risk of Indemnification. An investment in the Series Trust is neither insured nor guaranteed by the any
govemment, government agencies of nstrumentalities 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 stable net asset value per
umt, 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 15 the risk that the ssuer 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 1ssuer’s creditworthiness
may also affect the value of the Series Trust’s investment in that 1ssuer. The degree of credit risk depends on both
the financial condition of the 1ssuer and the terms of the obligation.

() Foreign Securities Risk. Securities traded in foreipn 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 often involve special risks not present in U.S. investments that can increase the chances that the Series
Trust will lose money. [n 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 1ssues as growth of gross national product, renvestment of
capital, resources and balance of payments position. Certain foreign ¢conomies may rely heavily on particular
industries or foreign capital and are more vulnerable 1o 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
govemmental 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 Senies Trust's assets or income back into the junsdiction of its domicile or to the
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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
govermnment secunities, difficulties in enforeing legal judgments in foreign courts and political and social instabality,
Legal remedies available to investors in certain foreign countries may be less extensive than those available in an
investor's home junsdiction.

{H) Currency Risk. Secunties and other instruments in which the Series Trust invests may be denominated or
quoted in currencies other than the functional currency of the Senies 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 Sertes Trust’s functional currency,
Conversely, when the Senies Trust's functional currency decreases in value against another currency, a 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 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
coniribute to the performance of the Series Trust or class. There can be no assurance that the [nvestment Manager
will employ a successful currency program and the Series Trust or classes could incur losses attribwtable 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 incwr transaction costs in connection with the currency
strategy designated by the Investment Manager.

(I) Derivatives. The Series Trust may use derivative instruments to hedge its investments or to seck to enhance
returns, Derivatives allow the Series Trust to increase or decrease its risk exposure more quickly 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 certain 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 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
underlying 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 derivative instruments involves risks different from, or possibly greater thar 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 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 n all
circumstances and there can be no assurance that the Series Trust will engage in these transactions to reduce
exposure to other nisks when that would be beneficial.

() Corporate Debt. Corporate debt securities in which the Series Trust indirectly invests are subject to the risk of
the 1ssuer’s inability to meet principal and imterest payments on the obligation and may also be subject to price
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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 decline.
Diebt securities with longer maturities tend to be more sensitive 1o interest rate movements than those with shorter
maturities,

(K) Sovereign Debt. The Series Trust may indirectly invest in sovereign debt securities. These securities are 1ssued
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 sovercign debt due to, for example, cash flow problems,
isutficient 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 ime in which to
pay or for further loans. There is no legal process for collecting sovereign debis that a govermment does not pay nor
are there bankruptey proceedings through which all or part of the sovereign debt that a governmental entity has not
repald may be collected.

(L) Foreign Currency Contract Risks. Cwrency hedging transactions will be entered into for the account of
holders of BEL Hedge Units and AUD Hedge Units by selling U5, 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 ALUTD Hedge Units will be exposed to the currency exchange rate between the applicable hedging cumrency 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 account maintained in respect of the BERL
Hedge Units or AUD Hedge Unats, as applicable.

The exchange rate of currencies of emerging market countries 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 govemmental
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.

(M) Other Risk. On March 11, 2020, the COVID-19 outbreak was declared a pandemic by the World Health
Organization. The situation is dynamic with various cities and countries around the world responding in different
ways 1o address the outbreak. The rapid development and flwdity of this situation precludes any prediction as its
ultimate impact, which may have a continued adverse impact on economic and market conditions and trigger a
period of global economic slowdown.

Management is monitoring developments relating to COVID-19 and are coordinating 1ts operational response based
on existing business continuity plans and on guidance from global health orpanizations, relevant governments, and
general pandemic response best practices.

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 varnety of
indemmification clauses. The Series Trust’s maximum exposure under these arrangements 1s unknown as this would
involve future claims that may be made against the Series Trust that have not vet occurred. However, the Series
Trust has not had prior claims or losses pursuant to these contracts.
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7. TAX

The Series Trust is subject to the Cayman Islands laws in respect to its tax status. Under current Cayman Islands
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 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 Senes Trust will not be
treated 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 U.S. 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 U5, sources will be subject to a U.S. tax of thity percent, which is
generally withheld from such income,

Awthoritative 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 1z more hikely than not to be sustained upon examination, including resolution of any related
appeals or litigation processes, based on the techmical merits of the position. For tax positions meeting the more
likely than not threshold, the tax amount recogmzed in the financial statements 15 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 mn the financial statements. There are currently no interests or penalties related to uncertain tax positions.

As of March 31, 2020, the tax vears thal remain subject 1o examination vary by the major tax jurisdictions, other
than the U.S., and under the statute of limitations range from the commencement of operations to current fiscal year,
The vears subject to exammnation by U.S. federal junisdiction mclude the commencement of operations through
March 31, 2020,

8. FEES AND EXPENSES

{A) Administrator’s Fees. Brown Brothers Harmiman & 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 322,500 per annum plus a fee of
0.01% on passive hedged share class assets. The fees earned by the Admimstrator during the vear ended March 31,
2020 and outstanding fees payable to the Administrator at the end of the vear have been disclosed in the Statement
of Operations and the Statement of Assets and Liabilities, respectively.

{B) Transfer Agent's Fees. Brown Brothers Harnman & 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, 2020
and outstanding fees payvable to the Transfer Agent at the end of the year have been disclosed in the Statement of
Cperations and the Statement of Assets and Liabilities, respectively,

{C) Custodian's Fees. The Custodian receives asset based fees of 0,01% of assets under custody and transactional
charges for specialized processing of $15 per transaction. The fees earned by the Custodian during the year ended
March 31, 2020 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.
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(D) Trustee's Fees. The Trustee receives an annual fee of $10,000 per annum from the assets of the Series Trust,
which is payable monthly in arrears. The fees eamed by the Trustee during the year ended March 31, 2020 and
outstanding fees payable to the Trustee at the end of the vear have been disclosed in the Statement of Operations and
the Statement of Assets and Liabilities, respectively.

(E) Investment Manager’s Fees. The Investment Manager 15 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
eamed by the Investment Manager during the year ended March 31, 2020 and outstanding fees pavable 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. Ltd (the
“Management Service Providing Company™) was appointed by the Manager to provide investor services o
unitholders in Japan which include document translation and customer assistance on matiers 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 eamed
by the Management Service Providing Company during the year ended March 31, 2020 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 Series Trust a fee of (.02% per annum of the Met Asset Value
of the Series Trust, which is payable monthly in arrears. The fees eamed by the Manager during the vear ended
March 31, 2020 and outstanding fees payable to the manager at the end of the year have been disclosed in the
Statement of Operations and the Statement 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 (.60%% per annum of the Met Asset Value of the Series Trust, which
15 pavable monthly in arrears. The fees camed by the Distributor during the year ended March 31, 2020 and
outstanding fecs payable to the Distributor at the end of the year 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 1s pavable monthly in arrears. The fees eamed by the Agent
Company during the year ended March 31, 2020 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:
(1) governmental fees; (i1) brokerage fees and commissions and other portfolio transaction expenses; (1ii) costs of
borrowing money, including interest expenses; (1v) 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 — MNonrefundable Fees and Other Costs (Subtopic 310-20), Premium Amortization on Purchased
Callable Debt Securities (“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
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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, 2020

2017-08 1s effective for fiscal years beginning after December 15, 2019, and interim periods within fiscal vears
beginning after December 15, 2020, Early application is permittec,

Cm August 28, 2018, the FASB issued an Accounting Standards Update, ASU 2018-13, Fair Value Measurement
{Topic 8207: Disclosure Framework - Changes to the Disclosure Requirements for Fair Value Measurement (“ASU
2018-137). ASU 2018-13 modifies the disclosure objective paragraphs of ASC 820 to eliminate (1) “at a minimum”™
from the phrase “an entity shall disclose at a mimimum™ and (2) other similar “open ended” disclosure requirements
to promote the appropriate exercise of discretion by entities. ASU 2018-13 also eliminates and modifies other
requirements under ASC 820, ASU 2018-13 is effective for all entities for fiscal years, and interim periods within
those fiscal vears, beginming after December 13, 20019, Early application is permitted.

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 31, 2020, the date on which these
financial statements were available to be issued. From April 1, 2020 through August 31, 2020, there were

subscriptions of $1589 and redemptions of $164,134. During the same period, there were distributions of $402,995 of
which there were no reinvesiments. 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, 2020, 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, 2020, 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 Idlands
August 31, 2020
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Report of Independent Auditors

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

We have audited the accompanying financial statements of Daiwa/Fidelity Asia High Yield Bond Fund
(Monthly Distribution) - Currency Dragon (the "Fund"), a series trust of Daiwa Discovery Fund Series, which
comprise the statement of assets and liabilities, including the schedule of investments, as of March 31, 2021,
and the related statements of operations and of changes in net assets and the financial 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; this includes 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 is to express an opinion on the financial 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 reasonable 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 statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Fund's internal control. 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 a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Daiwa/Fidelity Asia High Yield Bond Fund (Monthly Distribution) - Currency Dragon as of March

31, 2021, 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 20, 2021
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