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2016 Mid-Year ETF & Investment Outlook

THE BIG PICTURE

The Captain Has Turned on the Seatbelt Sign

Key Points

Adapt to higher volatility

Rizing stock market volatility is a top concern of financial
adhvisors for the second half of 2006, according to our mid-year
survey {see Figure 2 for full list of top concerns).! Therefore,
we think investors should consider areas of the market that
hawe historically been uncorrelated to stocks and bomds,

such as gold, for potential risk mitigation when markets

get turbulent.®

Leok for income opportunitics, but don't stretch

In a continuing low-yield environment, investors need bo move
a bit further out on the risk spectrum for income while avoiding
potentially overcrowded, expensive areas of the market. We
favor high yvield corporate bonds, senior loans, preferred shares,
convertible bonds and high-quality dividend stocks.

Build a stronger core

I'n a low-return world with heightened volatility, investors
should ensure that they have a strong foundation, They

should consider looking for better buy-and-hold core positions
that seek to provide broad market exposure with active and
smart-beta approsches, Then, they can get tactical with sectors
and industries to potentially harness growth or business cycle
trends (homebuilders and the resiliency of the consumer and
housing marketsh, or seck out value opportunities from
perceived mis-priced or inexpensive areas of the

market (energy).

Figure 1: Comparison of Major Asset Classes
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Figure 2: Advisors' Top 3 Concerns
for the Second Half of 2016
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WHAT THE FLOWS ARE TELLING US

When looking at the ETF flows so far this year, two main trends
immediately jump out: investors are moving into bonds and
gold. Demand for these two areas reinforces a couple of themes
wie have already mentioned- namely, that investors are hungry
for income in a low-yield environment, and they"re looking for
diversification and potential risk mitigation in what has been

a turbulent market so far in 2006

Fixed income ETFs are on pace for s record year (see

Figure 3), gathering about $44.4 hillion so far in 2016 as

of June 15, compared with inflows of about $2.6 billion for
equity ETFs, according to Bloomberg Finance L.P. The

pace of the fixed income ETF Hows has been steady and
strong, even when compared against recent vears, We believe
the heady flows to fixed income ETFs are being driven by
three main factors:

« Investors seeking potential stahility in bonds due to
uncertainty over the US presidential election, central bank
memnetary policies. the uncertainty surrounding the Brexit
vote and other question marks

» Desire for any income in an envirenment where over 10
trillion of global government debt carries a negative yield®

Allocating to ETFs for cost-efficient exposure to entire bond
sectors and assel classes rather than trading individual
bonds, which can raise liquidity and transaction-cost issues

Figure 3: Fixed Income ETFs on Track

for Record Year in 2016
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Meanwhile, the top-selling fund so far in 2016 is SPDH Gold
Shares (GLID™) with net inflows of 100 billion, the best
annual start ever for this ETF in terms of Aows,* The double
digit increase in the spot price of gold this year reflects
investor concerns over currency volatility and potentially
higher inflation,

Elzewhere in ETF flows, Figure 4 shows the top and bottom
segments across some fixed income and cquity categories, In
equity sectors, a preference for utilities and the sell-off in health
care ghows investors are looking for stable, traditionally “safer™
sectors rather than high-flying growth names that may also be
affected by a contentious US Presidential election. Similarly, in
corporate credit, investors are fsvoring investment grade over
high vield as default rates have risen above 4 percent for the
first time since 2000." In international equities, investors are
favoring broader over more targeted exposures, such as last
vear's fund flow darling: currency hedged ETFs

Figure 4: YT ETF Flows at a Glance by Category
(Top/Bottom Segments)
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VOLATILITY IS HERE TO STAY

Inour 2006 ETF & Investment Outlook, we cautionsd
investors to expect low growth and inflation, and to be ready
for elevated volatility with risks skewed to the downside,
About halfway through the year, we don't see these headwinds
dissipating in the near future. Volatility is bere to stay as
inviestors fret over the extended age of the current bull market,
a lack of earnings growth, China, Europe, and perhaps maost
importantly, the most divisive US Presidential election in
recent memaory. That's why in this uncertain market, we believe
it makes sense to add historically uncorrelated real assets such
ag gold that could also provide zome potential risk mitigation
mgainst unexpected events,

Simee August 2005, investors have been on a rllercoaster ride
in US equity markets. The end result wasn't too bad since the
S&P 5007 Index is little changed, but the journey was difficult
(gee Figure 5),

Figure 5: An S&P 500 Rollercoaster Ride the Past Year
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expenses. Index returns reflect capital gains and losses, income, and the
reinvestment of dividends.

Now, the bull market is in its seventh year, and investors

are nervous about the apparent lack of catalysts, such as
earnings growth, to fuel the next leg. There seems to be

a glass-half-cmpty mindset as risks remain tilted to the
downside, economic growth is subdued and still-low bond
vields reflect a pessimistic outlook and demand for “safer”™
assets. Meanwhile, investors wonder how much more central
banks can do to improve the picture.

What Could Stir the Volatility Pot
the Rest of 20167

= US Presidential election

= Shocks to Chinas financial and currency
markets, such as a devaluation

+ Emerging market debt jitters
= Negotistions for Britain leaving the EU (Brexit)
= LIS recession

+ Domestic unrest in oil-exporting countries

Escalating geopaolitical tensions in Russia
and the Middle East

State Steeet Global Advisors
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The challenging, back-and-forth action in the S&P 500 in
recent months shows how casily investors can get unnerved,
with sentiment swinging between fear of an impending crash,
to fear of missing the next rally. Quite simply, it's a market that
has confused bulls and bears,

The CBOE Volatility Index (VIX), better known as Wall Street’s
fear gauge, still resides at the low end of its recent range, despite
a mini-spike in June, which suggests that averall, investors are
leaning more toward complacency and are far from panicked.
Yet the lesser-known CROE SKEW Index, known by traders as
the Rlack Swan Index, tellz a different story, The SKEW, which
is calculated from the prices of S&P 500 out-of-t he-money
options, is above 100, a level that suggests some investors are
positioning for a tail risk event, A combination of a VIX
oscillating between high and low perieds, and an elevated
SKEEW Index, indicates that markets are not complacent,

but on edge, and prone to bouts ef volatility,

Figure 6: VIX and SKEW Indices Point to a Confused
and On Edge Market
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In this confused market that can quickly see sentiment swing
Lo extremes, we believe investors should focus on diversifying
riskier assets such as stocks and adding asset classes that may
provide some potential risk mitigation, such as gold. Gold may
reduce volatility by diversifving portfolios—a byproduct of its
historically low correlation to most key asset classes, such as
stocks, bonds and commaodities, In fact, over the past 25 years,
the correlation of gold to stocks, bonds and other commoditics
was -0, 009, and 0.44, respectively.”

Volatility | Key Investor Takeaway

We belicve gold can play a strategic role in portfolios
and provide some potential risk mitigation from extreme
events such as a loss of confidence in central banks or

a credit contagion in the Eurozone, for example.

* Sowne 5564, Boomberg France LP, &5 of December 31, 2015, Computed
e monthly eetuen cata Tnom D 1930 to Dec 2005, The cormisation copl e
mesures the strength and dinection of a lingar relationship between ba variatles
I mazswes the degrea 1o which the deviations of one variable from iits mean ag
relatad to thosa of a differant variable from its respective mean. index raburns
ane unmanaged and da not reflect the deduction of any fees or expenses. Siocks

represeried by S&F 500 Index; Bonds regresented by Barclays US Aggregate Inde;

Commeodities represented by Bloomberg Commaodity Index:. Index: retums reflect al
e of income, gain and koss and the remestment of dyvidends and other Roome
Deversabeation does ol ensure 3 prof of guicaniae HoEnst ks
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GENERATING YIELD:

BACK TO BASICS IN FIXED INCOME

Investors are facing a very tough environment fior building
fixed-ineome portfolios that meet their basic needs of stability,
income and diversification. Meanwhile, questions over glohal
economic growth and future monetary policy make the current
environment oven more challenging,

First, traditional cxposures that worked so well during the
three-decade bull market in bonds, such as the Barclays
LS. Aggregate Bond Index (the “Age™), may not be good
solutions going forward, The vield of the Agz, which tracks
the performance of the US investment-grade bond market,
has steadily declined to near all-time lows (see Figure 7).
At the same time, the duration (interest rate risk) has
increased significantly.

Figure 7: Bond Divergence: Barclays U.S. Aggregate
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We believe the Agg and similar traditional exposures have

an unattractive pavoll, leaving many investors with exposure
to more downside (elevated risk) than upside {generational
low wields). The Agg is also heavily concentrated in interast-
rate-sensitive sectors such as Treasurics, 5o it represents

a non-diversified, unattractive mix of low vield and high
duration risk.

We believe investors should separate their portfolios into three
distinet picces - a Core, Complement and Cushion - that can
address specific objectives and provide balance. Investors can
think of our Three C's framework as a road map to construct

a fixed income portfolio designed for today's backd rop with the
goal of providing income, diversification and stability.

Core

Intended to provide bromd exposure to o diverse set of fixed
income asset classes. Rather than traditional exposures like
the Agg, investors can take an active approach to the core
that mixes interest rate- and credit-sensitive seetors for
diversification whether rates are rising or falling.

Complement

A satellibe or tactical exposurne that secks to capture tremds,
income or enhance diversification around the core. In this
income-challenged environment, we believe investors should
look beyvond traditional bond sectors. In this bucket, we favor
credit sensitive sectors such as bank loans and high yield bonds
for the income they may provide,

Cushion

O weay to potentially cushion a portfolio against today's
uneertain environment is by secking short term exposures
with low absolute levels of risk and bow correlations to
traditional bond sectors. These exposures may provide
stability and diversification, helping to mitigate volstility
across the equity and fixed income sides of a portfolio.

State Steeet Global Advisors
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A previously discussed, the traditional bond sectors in the
fixed income marketplece provide very little yield for the
amount of duration risk assumed. Ten years ago, the Agg
carried a yield of 5.7 percent -- now it is barely above 2 percent.
The shaded section of Figure 8 below contains the Age's misin
bond sub-sectors (T reasuries, Credit and Mortgages), all of
which yield less than 4 percent. With a real need for income,
imvestors may want to consider some of the areas “outside

the boo™

Figure 8: Potential for Income Beyond
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Past performance is mol a guarantes of future results.

Perfermance of an index is mot illustrative of any particular investment. It is

nat possible to invest directly in an index.

Thet s representing th asset diasses in Figure B ane Bardays LS. High Yield
Index, Bloomberg USD Emenging Market Compasite Bond Indax, Bardays U5 Cradil
Indem, Barclays LS. Aggregats Bond Inde, S5P Muricpal Yield index, Bloomberg

US Treasury Index, SRP/LSTA LS. Leveraged Laan 100 Index, Wials Fango Hytwid and

Predemed Securities Aggregate indes, Barclays U5, MBS inde, SERSTA LS.
Lesseraged Loan 106 Index, and Current Yield fior Welis Fango Hybiid and Prefemed
Sevuribes Aggregate Index.

Beyond Bonds

Otside of just focusing en fixed income, we believe investors
may also want bo congider high-quality dividend stocks,
preferred shares and convertible securities, as an approach to
help generate some yield in this current *low or no yield™ world.

Generating Income | Key Investor Takeaways

* Years of rock-bottom interest rates and ongoing
uncertainty over monetary policy have made building
bomd portfolios that provide diversification, income,
and stability an increasingly challenging task.

* Wi prefer an sctively managed core, supplemented
by acomplement for income and diversification, and
acushion for potential stability and risk mitigation,
For the complement, we like senior loans or high vield
bonds. For the cushion, we prefer floating rate notes, as
they historically have a low duration® (interest rate risk)
but may be able to provide somse vield, especially if the
Federal Reserve does hike rates in 2016,

High-quality dividend stocks, preferred shares and
convertible securities can also be considered to
potentially generate income,

State Steeet Global Advisors

T



2016 Mid-Year ETF & Investment Outlook

SURVIVING IN A LOW-RETURN ENVIRONMENT

Investors should be prepared for more muted rates of return
from the main asset classes. Our Investment Solutions Group
(156G} at SSGA formulates asset class forecasts on o quarterly
hagiz, and their latest projections underscore the low-return
environment that investors must contend with (see Figure 9.7

Inequities, the case can made that the performance of recent
vears was partly driven by expanding multiples and share
bayhacks, but now valuations seerm to be at least full, and
earnings growth appears to have peaked - 5&P 500 companies
have experienced four consecutive quarters of year-over-year
carnings declines.” In the US, the dividend vield on the S&P 500
was about 2.3 percent at the end of the first quarter, and we
anticipate a real carnings growth rate of roughly 1.8 percent.
Therefore, we forecast a real return of 4.1 percent for large cap
US equities. Combining this with our long-term inflation
forecast, we see long-term equily returns in the 6,1 percent
range. This forecast incorporates the view that 5&P 500
valuations are fairly consistent with historical averages, and
that real earnings may grow at 2 pace slower than long-term
historical averages,

From an investment standpaint, muted expected returns in
equities mean we believe investors need to get “more from their
core” than simply buying the S&P 500 and other broad-Based
indices. One approach is using smart beta strategies in the

core toseek out factors — such as low volatility, value, or quality
— that have historically cutperformed market-cap-weighted
indices in the long term.” With a diversified and well balanced
core, investors can take a more taetical approach with sector
and industry investing to potentially harness growth or
business cycle trends (homebuilders and the resiliency of

the consumer and housing markets), or seek out value
opportunitics from perceived mis-priced or inexpensive

areas of the market (enenrgy).

Turning to bonds, in general at shorter horizons we anticipate
limited returns given low initial vields and limited anticipated
rige in rates. Thats why in previous sections we outlined an
approsch that favors active management at the core, supplanted
by high-yielding fixed income classes to help generate a
potential return.

Low-Return Environment | Key Investor Takeaways

+ Access potentially better buy-and-hold exposures, and
consider multi-factor smart beta approsches to take
advantage of the potential cost and transparency benefits of
trad itional cap weighted index strateghes, but tilted towards
other drivers that may sdd value over time.

Figure 9: $5GA Tactical/Strategic
Aszset Allocation Foreeasts
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Sowrcer State Street Global Advisors [S5GA) Imvestment Solutions Group

as of March 31, 206

The forecasted returns are based on 3564 Investment Solutions
Growp's March 31, 2016 forecasted returns. The forecasted performance
data is reported on a gross of fees basis. The performance includes the
reinvestment of dividends and other corporate earnings and is calculated
in the local (or regional] currancy presented. It dees not take inta
consideration currency eflects. The forecasted performance is mot
mecessarily indicative of luiwre performance, which could differ
suhstantially.

= Employ a tactical approach with sector and industry investing
to nvigate market trends, and potentially take advantage of
market inefficiencies by increasing or decreasing exposure to
sectors and industries that may be rewarded based on their
potential growth or pereeived value.

State Street Global Advisors ¢
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IMPLEMENTATION IDEAS

Adapt to

higher volatility

Laowok for aress of the market
that are uncorrelated to stocks
and bonds, such as gold, for
potential risk mitigation when
markets get turbulent.

Implementation ldea
GLD SPDR Gold Shares

Look for income
opportunities,
but don’t stretch

We favor an active fixed income
care, high yield corporate bonds,
senior loans, preferred shares,
convertible bonds and high-gquality
dividend stocks.

Implementation ldeas

TOTL SPDR Doubleline®
Total Return Tactical ETF

SDY SPDR S&P Dividend ETF

PSK SPDR Wells Fargo™®
Preferred Stock ETF

CWE SPDE Barclays
Convertible Securities ETF

SRLN SPDR Blackstone S GSO
Senior Loan ETF

JNK SPDR Barclays
High Yield Bond ETF

Priar to July 15, 2016, the SPDR M5CI StrategicFactors™ ETF suite was known as the SPOR
MECT Quality Mix ETF suite. There were no changes to the investment objectives, strategies o
palicies of amy of the fumds comprising such suite in connection with each fund's name change.

Build a

stronger core

Look for better buy-and-hold
core positions that seek to
provide broad market exposure
with active and smart-beta
approaches, then get tactical
with sectors and industries
such as consumer discretionary.

Implementation ldeas

QWLD SPDIR MSCT Warld
StrategicFactors™ ETF

QEMM SPDE MSCI Emerging
Markets StrategicFactors™ ETF

XHB SPDR 5&P Homebuilders ETF

XES SPPDR S& ' 0l & Gas
Equipment & Services ETF

State Steeet Global Advisors
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! Research Methodology: A total of 824 investment professionals completed State
Sweet Global Advisors' onling mad-year survey, the goal of which was o determine
the invesiment concems and dient portioko conssderations that were top of mind
Tor investmeend peolessionals. They survey was fiedded in May 2006, Respondents
represented 8 vanety of investment professional segments holding 3 wide range
ol assels under management

? e the past 75 years, the cormelation of gold 10 stocks and bonds and was -0
and 015, respectively. Source: S5GA, Bloomberg Finance L P, as of December
31, 2015 Computed using monthly return data from Dec 1850 to Dec 2015. The
comelation coafficient measures the strength and dieection of a linear refatiorship
between bao vanables. It measunes the degees 1 which the deviatons of
on2 variabbe: from its mexan ane retated 10 those of 3 dif feren varabie from its
MRS thegt nisan, Indi netums ane unmanaged and do not refiect the deduction of
any Tees or expenses. Siocks reprasented by S5 500 index; Bonds nepresented by
Barclays LS. Aggregata Bond Index. Index returns refiect all fems of income, gain

Glossary

Active Core Fixed Income Strategy An activily managed approach to buikding
the: main part of a fixed income portiobo, rather than using a passive, indec-based
appeoath Sach 25 racking the Barckays LS. Aggregae Bond Indix.

Barclays U.S, Aggregate Bond Index A benchmak that prowices o messure of
thi: perfomance of the US dollar denominated imvestment grade bond market, which
includes imvestment grads government bonds, investment grade comporale bonds,
MoNRgage pass thnough securnies, commescsal monpage backed secwribes and asset
hackend securities that ane publicy for sale in the U5,

Barclays U5, Corporate High Yield Bond Index A benchmark that measres
thi US corporaie marked of non-investment grade, fixed-rate corporate bonds.
Securities are classiSed as high yield if the middla rating of Moody's, Fitch, and 5&P
5 Bl /BB +/ES+ or bk,

Barclays U.5. Corporate |mvestment Grade Bond Index A benchmark
congisting of pubiiichy ssued LS. Corporate and specified fonsign debentures and
secured noles that ate raled evesiment grace (B3a3/BBE- or higher) by t least two
ratings agencies, have at least one year 10 final maturity and have at keast §250
rillion pear amount outstanding. To quaify, bords must be SEC-negatened
Barclays LS. Dollar Floating Rate Note < 5 Years Index 4 benchmark
consisting of debt instruments that pay a vanable coupon rate, most af which
arebased on 3-month LIBOR. and heve-a fxed speead. The indes Moy include
LLiS-registerad, dollar-denominated bonds of non-LIS conparations, govemments

and supranatioral entities

Barclays 1.5, Treasury Index An index that covers the enbing LS. govesnment
bond market by containing LS. Treasuries with maturities ranging from 1 to 30 years.
Erstit An abbeeviation of tha term “British Ext” — a reference bo the possibiity
that the Linited Kingdom may wole in @ June 23, 2106 referendum to withdraw from
the: European Linion. Supporters of a Brewit angus that EL membership both burts the
Compeimeness of the British economy and exposes the UK 1 wnchecked immigration
inio BU countries.

CBOE Volatility Index [WIX] A measwe of market expectations of near-iem
volatility conveyd bry 58P 500 stock index opton prices.

CBOE SKEW Index A benchmark designed to messsare the percened nsk of
antreme nagative maves — often relemed to as "t risk” of a “black swan” event
— inn U5 exquity markets. SKEW vakszs, which ane caleulated from weighted strgs of
out-of-the-money S&P 500 aptions, risa 1o higher levels a5 investon becomsa mona
fearfid of 3 "Black swan” event — anungxpectad event of kinge magnitude and
consequence. SKEW typically ranges from 100 ip 1500

Cosvertible Securities Hytvid investments that combine characteristics of stocks
and bonds. Convertihe secunties can be xchanged, at the option of the holder, Tor
2 specific rumber of shares of the issuer's preferred siock of common stock
Comelation The historical tendency of bwa investments 5o move togather. imvestons
0N combir imestments with i comeations 1 dversity portfolos

Credii Rigk The potentsal for an imvestment loss based on the borawer's insbility i
repay a loan of maet ather obligations. Credst risk is typically measued by credit
ratings entangd by crodit rEings apnciis such 35 S Moody's and Frich

and koss and the reimvestment of dividends and other income. Diversiication does
not ensure a profit o guarantes against loss.

' “Megative-Yieldng Debt Tops S10 Trilion.™ WEL com, June 2. 2016

* S5GA, Bloombexg Finance LP. 35 of June 15, 2006

* Fich Ratings, as of June 16, 2016

¥ The Barclays LS. Dollar Floateg Rane Note < 5 Yiears index has a modifled acusied
duration of 0.13 yesirs, comparnesd with 5.47 years: lor the Barclays U3, Aggregae
Bord Indie. Sturca: spdrs.com, as of June 21, 2016

" Long-Term Asset Class Forecasts (as of March 31, 2006). Daniel Farley, CRA, CI0,
Imvestment Solutions Geoup, State Street Global Advisors.

! FactSet Eamings insight. May 20, 2016
" "Deploying Multi-Factor Index Allocations in Institutional Portfolios,” M3CI
Resseanch Insight, December 2013

Curremcy-Hedged Funds An investmen fund with a francal contract that allows
the fund's curmency expasune bo be hedged from Auctuations of foreign cumencies.
Duration A commonty used measure, axpressad in years, that measwes a portfiolio's
seratively 10 changes in miefesl ies

Exchange Traded Fund [ETF) A basket of secunties that irades kke an indeiduzl
stock on an axchange Bvoughoul the day.

Factor Premia The histonical outper formance of Fachors [Such a5 momentum and
yeedil) versus market-cap-weighted indices

High-Yield Corporate Bands Corporate deiit with generally lower credit ratngs
and higher yields than ivis imnl grade corparate bonds.

MECI EAFE Index An iuitins Bencherark that caphures lange- and mid-cap
regresentation acoss developed marked countries around the waorld, excluding

the LS and Carada.

MECI Emerging Markets Index An eguty benchark thal captres g and
mid-cap representation acnoss £3 emenging markets countries. With B34
cortituenls, the indi covirs appromatedy B5% of the free foat-adusted markel
capitakization in each country:

Out of the Money Option A call opbon with a strike price that s higher than the
currend price of the wndirkying assed or seourity. Or, comersaly, 3 put option with

8 strike price that is below the curment price of the underlying asset or seourity.
Price-to-Earnings Multiples, or P/E Ratio A valuabon metric that uses the ratio
of the comparny’s cunent Stock prioe wersus L5 ernings per shane
Rugzall 1000 Growth lndex A benchrmark of LS. mid- and biegi-cap stocks that
have growth style charactenistics. His a subset of the Russell 1000 Index, which

is comprised of te 1000 Lrgest LIS stocks by market capitalizaton
Russell 1000 Value bndex A tenchmirk of LS. mid- and lage-cap $tocks that
have value sty characienstics. It is 8 subsst of the Russell 1000 Index, which i
cormprrsid of the 1000 Lirgist US stacks by markil capitalizbon,
Russell 2000 Index A benchmark that miasunes: th performance of the smalk-cap
segment of the LS. equity universa.

S&P 500 Index A populr benchmark for LS. lame-cap equities that inchades 500
companies from leading indesiries and capiures approximately 8% coverage of
avalable market capitakration

Senior Loans Floatingrate det issued kry corporations and backed by collateral
sach & real estate of othis a5ss

Smaart Beta Smaet bein delnes 2 setof investment strategies that emphasise

the usa of altemative index constnaction ndes o traditonal market capitalization
based indices:

Volatility The tendency of 3 market indes of security o jump 2eound in price. In
madem: portiolo theory, securities with highar valatility ane genarally ssen as risler
s 10 hghaee potenlial borssies

Yitlhd The: incoene produced by an i tmen, typically calculated a3 the et
received annually divided by the imwestment’s rice.
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Impartant Risk Infarmation

Thiz vienws aagressed in this matenal ane the views of the 5POR ETFs and 55GA
Funds Resaarch Team through the pencd ended August 26, 2018 and are subject fo
change based on market and other conditions. This document contains certain
slatements that may ba deemed forweaed-iooking statements. Please note that any
such staiements are not guaraniees of any futwe perfiormance and actusl resulls
of developments may diifer manenally feom those: progcied

ETFs trasdi likog stocks, ane sulbpect bo imvesstreent risk, fochete m market value and
may trade at ices above o balow tha ETFs net asset valua. Brokeraga commissions
and ETF expenses will reduce returns.

Frquest tradng of ETFs could sgnificantly inceass commesions and ather costs
sutch that thisy miny o f5e1 aery Savings Tom low lises or costs

Hedging imolves taking of fsatting positions intended 10 reduce the volatibty of an
assat. |f the hedging pasition behaves differenthy than expected, the volasiity of
the: strategy 35 3 while may increase and even mxeed the vilatility of the assat
being hedged.

Passivty managed funds immst bry sampling the inde, holding a ranga of securities
tad, in tha aggregate. approximates the full Indes in terms of key risk factors and
other characterstics. This may causa tha fund 1o expenence tracking ermors relative
to per formance of the indec

Diversification does not ensurt 3 profit of guaranies aginst oss.

Counberparty risk 10 a derivafive or other frarsaction is a risk based on whather each
party will be able o unatiia bo honor its contrachual obligations. If a party does not
meet its obligations, the Fund will be subect to losses o unable to realize gains.
Predered Securties an subordinased 10 bonds and other debit instruments. and wil
bt subsjesct 10 greatier credit risk.

The muricipal market can be aftected by adverse tax, legislative of pokiical changes
and the firancial corditson of the issuers of municpal securites

Ecuiity securities ang volatiie and can decling sgnificantly in responsa 1o broad markst
and econamic conditions.

Foresgn imvesiments imolve grester nsks than US vesiments. including polieal and
BCONGMIC Nigks and the rsk of curmency Auctuations, all of which may be magnilied in
RAMSGING Markines. Forisgn imvesuments invohas greater nsks than LS evessments,
including political and exconimic risks and thi sk of currency uctuations, all of
‘which may be magnifind in emerging markets

Secwites with flaating or vanable inerest rales may deching in value if thisr coupon
ra1es donot keep pace with comparabiie market interest rates. Namowly focused
imestments tymcally exhabit higher volatility and ane subyect to greater geographic
of asset chass sk The Fund is Subjic! W cridi risk, which refers bo the possibity
el the dhisbil issuers will Aok B able 10 maks principal and intenest payments.

The values of diebt securities may decrease as 3 result of many lactors, including, by
way of example, genaral market fluchetions; increases in interest rates; actual of
percaived inability or tmwilingneass of ssuers, guarantors or liguidity prowviders to
make scheduled principal or interest payments; dliquidity in debt secunities markets;
and repayments of principal, which aften must be renvested in obligatons paying
interest at |owes rates.

Increass in real mlenest rales can cause the pice of nfiation-protected detn
secunities i decease. Inlerest payments on inflation-protected debt securities

can be unpedictabla.

Iness bereents in &ssed backed and morigage backed secunilies ane sulwct
pregrynenl ek which can et i potentzl for gain duning & declining ndees! rade
ermvironment and increases the patential Tor IS5 in 3 rsing inkeses! rate emvironmisl
Gowernment bonds and corporate bonds generally have more moderate short-term
price fluctuztions than stocks, but provide lower potential long-term retums.

Sefect Sector SPOR Funds bear a higher leved of risk than mone Erpady

diver sified funds

Dervative imestments may involve risks such as potential iquickty of the markets
and addional nisk of loss of principal.

Mar-diversified funds that focus on  retatively Small numiber of securities tend
0 et mover volatile than diversified funds and the markeat as a whole.

Comganies with kanga market capnakrations ga in and cut of faw based on
market and econome: conditions. Lager companies bend 1o b less volatike than
comgmanins with smaller markt catabratiors. In exchange S this potentialy ks
risk, the warkse of this socurity fay ROl iise 38 much 25 companiss with smalle
mankat calakrations.

Investments in Senior Loans are subject bo credit risk and general investment risk.
Credit risk reers to the possitality that the bomower of a Semor Loan wall be unatbie
anidyior umaalling 10 make timely imenest payments and/or repay the principal on it
obliganion. Dafady in the payment of inbenist o principal on 3 Senior Loan will result
N rpduction in th value of the Semor Loan and consequently a reduction in the
valuz of the PortTolio’s imestments: and a potential decrease in the nat assat value
["MAVT] of the Portfiolio.

Investing in Fagh yield secunities, otherwise kndwn as *junk bonds”, is considered
speculativi and irvalves greater risk of oss of prncinal and interest than investng in
invistmend oo frid oo seourrtios. Those lover-quality debi securitios imvolve
greater resk of cefault or price changes dus i potential changes in th credit quality
of the isaumer

Actively maraged funds do not sesk to neplicase the performance of a specifisd
indes. An eiively managed fund may urderpesform its benchmark. dn investment in
the: fund i not apgeopnate b all invesstors and o not intended 1o be 3 complese
ISR rOgram. bnvasting i the Sund invoabens fsks, including the fisk that
iSO miry necie litte o 0o piturn on the investment o that investors may

o part o even all of the imvestment
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ol the nsl:g ol investing in GLD shares. When this document is digtributed
electranscally, the GLD prospectus is available by clicking hene.

Belore imnesting, consider the funds” investment objectives, risks,
charges and expenses. To obtain a prospectus or summary
prospectus which contains this and other information, call
B66.787.2257 or visit spdrs.com.

State Street Global Advisors




SPDR®™ GOLD TRUST has filed a registration statement (including a prospectus) with the SEC for the offering to which this
communication relates. Before you invest, you should read the prospectus in that registration statement and other documents the
issuer has filed with the SEC for more complete information about the Trust and this offering. You may get these documents for free
by visiting EDGAR on the SEC Web site at www.sec.gov. Alternatively, the Trust or any Authorized Participant will arrange to send
you the prospectus if you request it by calling toll free at 1-866-320-4053 or contacting State Street Global Markets, LLC, One

Lincoln Street, Attn: SPDR® Gold Shares, 30th Floor, Boston, MA 02111.
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