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ADVISORSHARES MANAGED BITCOIN STRATEGY ETF
NYSE Arca Ticker: CRYP
 
FUND SUMMARY
 
INVESTMENT OBJECTIVE
 

 
The AdvisorShares Managed Bitcoin Strategy ETF (the “Fund”) seeks long-term capital appreciation.
 
FUND FEES AND EXPENSES
 

 
This table describes the fees and expenses that you may pay if you buy, hold, and sell shares of the Fund. You may pay other fees, such as brokerage
commissions and other fees to financial intermediaries, which are not reflected in the table below.
 
SHAREHOLDER FEES (fees paid directly from your investment)  None
ANNUAL FUND OPERATING EXPENSES (expenses that you pay each year as a percentage of the value of your investment)
MANAGEMENT FEES  0.90%
DISTRIBUTION (12b-1) FEES  0.00%
OTHER EXPENSES  58.25%
ACQUIRED FUND FEES AND EXPENSES(a)  0.10%
TOTAL ANNUAL OPERATING EXPENSES  59.25%
FEE WAIVER/EXPENSE REIMBURSEMENT(b)  -57.66%
TOTAL ANNUAL OPERATING EXPENSES AFTER WAIVER/REIMBURSEMENT  1.59%
 
(a) Total Annual Operating Expenses and Total Annual Operating Expenses After Waiver/Reimbursement in this fee table may not correlate to the expense

ratios in the Fund’s financial highlights because the financial highlights include only the Fund’s direct operating expenses and do not include Acquired
Fund Fees and Expenses, which represent the Fund’s pro rata share of the fees and expenses of the exchange-traded funds and/or money market funds in
which it invests.

 
(b) AdvisorShares Investments, LLC (the “Advisor”) has contractually agreed to waive its fees and/or reimburse expenses to keep net expenses (excluding

amounts payable pursuant to any plan adopted in accordance with Rule 12b-1, interest expense, taxes, brokerage commissions, acquired fund fees and
expenses, other expenditures which are capitalized in accordance with generally accepted accounting principles, and extraordinary expenses) from
exceeding 1.49% of the Fund’s average daily net assets for at least one year from the date of this Prospectus. The expense limitation agreement may be
terminated without payment of any penalty (i) by the Trust for any reason and at any time and (ii) by the Advisor, for any reason, upon ninety (90) days’
prior written notice to the Trust, such termination to be effective as of the close of business on the last day of the then-current one-year period. If it
becomes unnecessary for the Advisor to waive fees or reimburse expenses, the Trust’s Board of Trustees (the “Board”) may permit the Advisor to retain the
difference between the Fund’s total annual operating expenses and the expense limitation currently in effect, or, if lower, the expense limitation that was in
effect at the time of the waiver and/or reimbursement, to recapture all or a portion of its prior fee waivers or expense reimbursements within three years of
the date they were waived or reimbursed.

 
EXAMPLE
 
This Example is intended to help you compare the cost of investing in the shares of the Fund with the cost of investing in other funds. This Example does not
take into account brokerage commissions and other fees to financial intermediaries that you may pay when purchasing or selling shares of the Fund. If these
fees were included, your costs would be higher.
 
The Example assumes that you invest $10,000 in the Fund for the time periods indicated and then sell all of your shares at the end of those periods. The
Example also assumes that your investment has a 5% return each year and that the Fund’s operating expenses remain the same. Although your actual costs may
be higher or lower, based on these assumptions your costs would be:
 
 1 YEAR 3 YEARS 5 YEARS 10 YEARS
AdvisorShares Managed Bitcoin Strategy ETF $162 $6,670 $8,032 $8,385
 

1



 

 
PORTFOLIO TURNOVER
 

 
The Fund pays transaction costs, such as commissions, when it buys and sells securities (or “turns over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher taxes when Fund shares are held in a taxable account. These costs, which are not reflected in Total
Annual Operating Expenses or in the Example, affect the Fund’s performance. During the most recent fiscal year, the Fund’s portfolio turnover rate was 42% of
the average value of its portfolio.
 
PRINCIPAL INVESTMENT STRATEGIES
 

 
The Fund is an actively managed exchange-traded fund (“ETF”) that seeks to achieve its investment objective by investing in (i) U.S. ETFs that invest in U.S.
exchange-traded bitcoin futures contracts (“Bitcoin ETFs”), (ii) U.S. exchange-traded bitcoin futures contracts (“Bitcoin Futures”), and (iii) U.S. government
securities, money market funds and short duration fixed income ETFs, and cash and cash equivalents (“Collateral”). The Fund invests in Bitcoin ETFs and
Collateral and expects to add Bitcoin Futures as it gains assets and investment opportunities arise in accordance with its strategy. To the extent the Fund invests
a significant portion of its assets in Bitcoin ETFs, it will be operating as a “fund of funds.” The Fund will not invest directly in bitcoin.
 
Morgan Creek Capital Management, LLC (the “Sub-Advisor”) utilizes internal and external research, strategies and models in implementing the Fund’s
principal investment strategies, including to determine the anticipated rise and fall of bitcoin values. To manage the Fund’s exposure to bitcoin, the Sub-
Advisor will tactically allocate the Fund’s assets between Bitcoin Futures, including through Bitcoin ETFs, and Collateral. Due to the elevated levels of
volatility of Bitcoin Futures, the Fund’s exposure to bitcoin at times may be substantially less than 100% of the Fund’s net assets. Under normal circumstances,
the Fund expects to maintain a target exposure of between 50% and 100%. During periods other than normal circumstances, including periods where there is
extreme volatility and where the Sub-Advisor believes it is prudent to take a temporary defensive posture, the Fund may reduce its exposure significantly. In
addition to cash and cash equivalents, Collateral consists of high-quality securities including (i) U.S. government securities, such as bills, notes and bonds
issued by the U.S. Treasury, and (ii) money market funds and short duration fixed income ETFs, including affiliated ETFs. Collateral is designed to preserve
capital, provide liquidity, serve as margin, and otherwise collateralize the investments in Bitcoin ETFs and Bitcoin Futures.
 
Bitcoin is a digital asset, sometimes referred to as a “cryptocurrency.” Unlike traditional currencies, bitcoin is a decentralized, virtual currency and is not issued
or backed by any government, agency, bank or organization. Instead, bitcoin’s value is determined in part by the supply of, and demand for, bitcoin in markets
created to facilitate its trading. The operation of bitcoin is determined by participants in a decentralized, online, peer-to-peer computer network. The network
connects computers that run publicly accessible, or “open source,” software that follows the protocols governing the bitcoin network. No single entity owns or
operates the bitcoin network. Ownership and transaction records for bitcoin are protected through public-key cryptography on a “blockchain.” Public-key
cryptography is a cryptographic system that uses a pair of keys, consisting of a public key (which may be known to others) and a private key (which may not be
known by anyone except the owner). The transactions on the bitcoin blockchain are verified by “miners.” Bitcoin mining uses computers to solve mathematical
equations, which secures transactions and verifies the transfer of assets. In addition to miners, the bitcoin network is collectively maintained by developers
(who propose improvements to the protocols) and users.
 
The Fund will invest indirectly in Bitcoin Futures via Bitcoin ETFs and, when the opportunity arises, through a wholly-owned subsidiary of the Fund organized
under the laws of the Cayman Islands (the “Subsidiary”). The Fund also may invest a small percentage of its assets directly in Bitcoin Futures. Bitcoin Futures
are standardized, cash-settled futures contracts on bitcoin. In a cash-settled futures contract on bitcoin, the amount of cash to be paid is equal to the difference
between the value of the bitcoin underlying the futures contract at the close of the last trading day of the contract and the futures contract price specified in the
agreement. Such futures contracts are traded on commodity exchanges registered with the U.S. Commodity Futures Trading Commission (the “CFTC”).
Currently, the only such contracts are traded on, or subject to the rules of, the Chicago Mercantile Exchange (the “CME”). The value of Bitcoin Futures is
determined by reference to the CME CF Bitcoin Reference Rate (“BRR”), which provides an indication of the price of bitcoin across certain cash bitcoin
exchanges.
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As futures contracts approach expiration, they may be replaced by similar contracts that have a later expiration. This process is referred to as “rolling.” If the
price of a long-term futures contract is greater than the short-term futures contract price, the market is considered to be in “contango.” If the price of a long-
term futures contract is less than the short-term futures contract price, the market is considered to be in “backwardation.” In “contango” markets, the price of
futures contracts with expiration dates in the near term generally is lower than the price of futures contracts with more distant expiration dates, resulting in a
cost to “roll” the futures contract by replacing the short-term contract with the long-term contract (the “roll cost”). The opposite is true when the market is in
backwardation, resulting in a gain from rolling the futures contract (the “roll yield”). Whether an investor realizes roll costs or roll yields depends upon the
price differences between short-term and long-term contracts.
 
At the Sub-Advisor’s discretion, when the Fund invests in Bitcoin Futures directly or via the Subsidiary, the Sub-Advisor will implement the Fund’s tactical
strategy by “rolling” the Bitcoin Futures investments. Rather than roll the futures contracts on a predefined schedule, to the extent the Sub-Advisor determines
that it is appropriate to roll a futures contract, the Fund will roll its investment into another futures contract (which the Sub-Advisor selects from a universe of
futures contracts) that the Sub-Advisor believes will be more advantageous to the Fund in light of its investment objective. When investing in Bitcoin ETFs, the
Sub-Advisor will take into account the specific rolling strategy of the Bitcoin ETFs as it implements the Fund’s tactical strategy. There can be no guarantee that
such a strategy will produce the desired results.
 
The Fund’s investment in the Subsidiary is intended to provide the Fund with exposure to Bitcoin Futures in accordance with applicable rules and regulations.
The Fund may invest up to approximately 25% of its total assets in the Subsidiary. The Subsidiary and the Fund have the same investment adviser and the same
investment objective, and the Subsidiary will follow the same general investment policies and restrictions as the Fund except that, unlike the Fund, it may
invest without limit directly in Bitcoin Futures. Except as noted, for purposes of this Prospectus, references to the Fund’s investment strategies and risks
relating to investment in Bitcoin Futures include those of the Subsidiary.
 
The Fund is non-diversified and may invest a greater percentage of its assets in a particular issuer than a diversified fund. The Sub-Advisor may engage in
frequent trading of the Fund’s portfolio, which may result in high portfolio turnover.
 
PRINCIPAL RISKS OF INVESTING IN THE FUND
 

 
The Fund is subject to a number of risks, described below, that may affect the value of its shares, including the possible loss of money. As with any fund, there
is no guarantee that the Fund will achieve its investment objective.
 
Bitcoin Strategy Risk. The Fund, primarily through Bitcoin ETFs and/or the Subsidiary, invests in Bitcoin Futures. The Fund does not invest directly in or
hold bitcoin. The price of Bitcoin Futures may differ, sometimes significantly, from the current cash price of bitcoin, which is sometimes referred to as the
“spot” price of bitcoin. Consequently, the performance of the Fund should be expected to perform differently from the spot price of bitcoin. Furthermore, if the
Fund’s ability to obtain exposure to Bitcoin Futures consistent with its investment objective is disrupted for any reason, including, for example, limited
liquidity in the Bitcoin Futures market, a disruption to the Bitcoin Futures market, or as a result of margin requirements or position limits imposed by futures
commission merchants (“FCMs”), the CME, or the CFTC, the Fund may not be able to achieve its investment objective. Any disruption in the Fund’s ability to
obtain exposure to Bitcoin Futures will cause the Fund’s performance to deviate from the performance of bitcoin and Bitcoin Futures. Volatility in the Bitcoin
Futures market, particularly during times outside of the Fund’s trading hours, could cause the trading prices of the Fund’s shares to deviate significantly from
net asset value (“NAV”).
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Bitcoin Risk. Bitcoin is a relatively new asset with a limited history. It is subject to unique and substantial risks, and historically has been a highly
speculative asset and has experienced significant price volatility. While the Fund will not invest directly in bitcoin, the value of the Fund’s investments
in Bitcoin Futures and Bitcoin ETFs is subject to fluctuations in the value of the bitcoin, which may be highly volatile. The value of bitcoin is
determined by supply and demand in the global market, which consists primarily of transactions of bitcoin on electronic exchanges. The price of
bitcoin could drop precipitously for a variety of reasons, including, but not limited to, regulatory changes, a crisis of confidence, a flaw or operational
issue in the bitcoin network, or users preferring competing digital assets and cryptocurrencies. The further development of bitcoin as an asset and the
growing acceptance and use of bitcoin in the marketplace are subject to a variety of factors that are difficult to evaluate. Currently, there is relatively
limited use of bitcoin in the retail and commercial marketplace, which contributes to price volatility. A lack of expansion, or a contraction in the use of
bitcoin, may result in increased volatility in its value. Legal or regulatory changes may negatively impact the operation of bitcoin’s network or
protocols or restrict the ability to use bitcoin. The realization of any of these risks could result in a decline in the acceptance of bitcoin and
consequently a reduction in the value of bitcoin, Bitcoin Futures, and the Fund.
 
Bitcoin also is subject to the risk of fraud, theft and manipulation, as well as security failures and operational or other problems that impact bitcoin
trading venues. Unlike the exchanges utilized by traditional assets, such as equity and bond securities, bitcoin trading venues are largely unregulated.
As a result, individuals or groups may engage in fraud and investors may be more exposed to the risk of theft and market manipulation than when
investing in more traditional asset classes. Investors in bitcoin may have little or no recourse should such theft, fraud or manipulation occur and could
suffer significant losses. A significant portion of bitcoin is held by a small number of holders, who have the ability to manipulate the price of bitcoin.
In addition, cryptocurrency exchanges are subject to the risk of cybersecurity threats and in the past have been breached, resulting in the theft and/or
loss of digital assets, including bitcoin. A risk also exists with respect to malicious actors or previously unknown vulnerabilities in the network or its
protocols, which may adversely affect the value of bitcoin.
 
Bitcoin ETF Risk. Through its investments in Bitcoin ETFs, the Fund is subject to the risks associated with their investments and structure as ETFs.
These risks include any combination of the risks described in this section. The Fund’s exposure to a particular risk will be proportionate to the Fund’s
overall allocation to the ETFs and the ETFs’ asset allocation. Investment in Bitcoin ETFs exposes the Fund to all of the risks related to bitcoin and
bitcoin futures discussed herein as well as additional risks specific to these Bitcoin ETFs. Certain Bitcoin ETFs may borrow for investment purposes
using reverse repurchase agreements, which increases the risk of loss and may increase the volatility of the Bitcoin ETF. Borrowing may cause the
Bitcoin ETF to liquidate positions under adverse market conditions to satisfy its repayment obligations and the cost of borrowing may reduce its
return. In addition to the risks associated with the investment strategy of the Bitcoin ETFs, the Fund will indirectly pay its proportionate share of the
expenses (including operating expenses and management fees) of the Bitcoin ETFs in which it invests as well as its own fees and expenses.
 
Bitcoin Futures Risk. In addition to the other risks associated with futures contracts (described below), the market for Bitcoin Futures has additional,
unique risks. The market for Bitcoin Futures may be less developed, and potentially less liquid and more volatile, than more established futures
markets. While the Bitcoin Futures market has grown substantially since Bitcoin Futures commenced trading, there can be no assurance that this
growth will continue. Bitcoin Futures are subject to collateral requirements and daily limits that may limit the Fund’s ability to achieve the desired
exposure. The CME’s position limits and position accountability levels prevent any single investor, such as the Fund (together with any other accounts
managed by the Advisor required to be aggregated), from holding more than a specified number of Bitcoin Futures. These position limits may hinder
the Fund’s ability to enter into the desired amount of Bitcoin Futures at times (possibly further hindered if other accounts are required to be aggregated
that also held Bitcoin Futures or options on Bitcoin Futures). If the Fund is unable to achieve such exposure, it may not be able to meet its investment
objective and the Fund’s returns may be lower than expected. Additionally, these collateral requirements may require the Fund to liquidate its position
when it otherwise would not do so.
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Cash Transaction Risk. Most ETFs generally make in-kind redemptions to avoid being taxed at the fund level on gains on the distributed portfolio securities,
and the Fund intends to effect redemptions in kind when it is primarily invested in ETFs. However, when the Fund primarily is invested in Bitcoin Futures or
tactically invested in Collateral, it intends to effect redemptions for cash, rather than in kind, because of the nature of those investments. As such, the Fund may
be required to sell portfolio securities to obtain the cash needed to distribute redemption proceeds. Therefore, the Fund may recognize a capital gain on these
sales that might not have been incurred if the Fund had made a redemption in kind. This may decrease the tax efficiency of the Fund compared to ETFs that
utilize an in-kind redemption process, and there may be a substantial difference in the after-tax rate of return between the Fund and other ETFs. Further,
effecting purchases and redemptions primarily in cash may cause the Fund to incur certain costs, such as portfolio transaction costs. These costs can decrease
the Fund’s NAV if not offset by an authorized participant transaction fee.
 
Collateral Securities Risk. Collateral may include obligations issued or guaranteed by the U.S. Government, its agencies and instrumentalities, including bills,
notes and bonds issued by the U.S. Treasury, money market funds and corporate debt securities, such as commercial paper. Some securities issued or
guaranteed by federal agencies and U.S. government-sponsored instrumentalities may not be backed by the full faith and credit of the United States, in which
case the investor must look principally to the agency or instrumentality issuing or guaranteeing the security for ultimate repayment, and may not be able to
assert a claim against the United States itself in the event that the agency or instrumentality does not meet its commitment. The U.S. Government, its agencies
and instrumentalities do not guarantee the market value of their securities, and consequently, the value of such securities may fluctuate. Although the Fund may
hold securities that carry U.S. Government guarantees, these guarantees do not extend to shares of the Fund. The Fund’s investments in U.S. government
securities will change in value in response to interest rate changes and other factors, such as the perception of an issuer’s creditworthiness. Money market funds
are subject to management fees and other expenses. Therefore, investments in money market funds will cause the Fund to bear indirectly a proportional share
of the fees and costs of the money market funds in which it invests. At the same time, the Fund will continue to pay its own management fees and expenses
with respect to all of its assets, including any portion invested in the shares of the money market fund. It is possible to lose money by investing in money
market funds. Corporate debt securities such as commercial paper generally are short-term unsecured promissory notes issued by businesses. Corporate debt
may be rated investment-grade or below investment-grade and may carry variable or floating rates of interest. Corporate debt securities carry both credit risk
and interest rate risk. Credit risk is the risk that the Fund could lose money if the issuer of a corporate debt security is unable to pay interest or repay principal
when it is due. Interest rate risk is the risk that interest rates rise and fall over time. For example, the value of fixed-income securities generally decrease when
interest rates rise, which may cause the Fund’s value to decrease. Also, investments in fixed-income securities with longer maturities fluctuate more in response
to interest rate changes. Some corporate debt securities that are rated below investment-grade generally are considered speculative because they present a
greater risk of loss, including default, than higher quality debt securities.
 
Counterparty Risk. Investing in derivatives involves entering into contracts with third parties (i.e., counterparties). The Fund’s use of such financial
instruments involves risks that are different from those associated with ordinary portfolio securities transactions. The Fund will be subject to credit risk (i.e., the
risk that a counterparty is or is perceived to be unwilling or unable to make timely payments or otherwise meet its contractual obligations) with respect to the
amount it expects to receive from counterparties to derivatives. If a counterparty becomes bankrupt or fails to perform its obligations, or if any collateral posted
by the counterparty for the benefit of the Fund is insufficient or there are delays in the Fund’s ability to access such collateral, the value of an investment in the
Fund may decline. The counterparty to a listed futures contract is the derivatives clearing organization for the listed future. The listed future is held through an
FCM acting on behalf of the Fund. Consequently, the counterparty risk on a listed futures contract is the creditworthiness of the FCM and the exchange’s
clearing corporation.
 
Credit Risk. The Fund could lose money if a counterparty or the issuer or guarantor of a debt instrument in which the Fund invests becomes unwilling or
unable to make timely principal and/or interest payments or to otherwise meet its obligations.
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Derivatives Risk. Derivatives may be riskier than other types of investments because they may be more sensitive to changes in economic or market conditions
than other types of investments and could result in losses that significantly exceed the Fund’s original investment. A derivative is a financial contract the value
of which depends on, or is derived from, the value of a financial asset (such as stock, bond or currency), a physical asset (such as gold), or a market index (such
as the S&P 500 Index). Many derivatives create leverage thereby causing the Fund to be more volatile than it would be if it had not invested in derivatives.
Derivatives, such as futures contracts, also expose the Fund to counterparty risk (the risk that the derivative counterparty will not fulfill its contractual
obligations) and to credit risk (the risk that a counterparty is or is perceived to be unwilling or unable to make timely payments or otherwise meet its contractual
obligations).
 

Futures Contracts Risk. Risks of futures contracts include: (i) an imperfect correlation between the value of the futures contract and the underlying
asset; (ii) possible lack of a liquid secondary market; (iii) the inability to close a futures contract when desired; (iv) losses caused by unanticipated
market movements, which may be unlimited; (v) an obligation for the Fund to make daily cash payments to maintain its required margin, particularly
at times when the Fund may have insufficient cash; and (vi) unfavorable execution prices from rapid selling. Unlike equities, which typically entitle
the holder to a continuing stake in a corporation, futures contracts normally specify a certain date for settlement in cash based on the reference asset.
As the futures contracts approach expiration, they may be replaced by similar contracts that have a later expiration. This process is referred to as
“rolling.” If the market for these contracts is in “contango,” meaning that the prices of futures contracts in the nearer months are lower than the price
of contracts in the distant months, the sale of the near-term month contract would be at a lower price than the longer-term contract, resulting in a cost
to “roll” the futures contract. The actual realization of a potential roll cost will be dependent upon the difference in price of the near and distant
contract. Bitcoin Futures have historically experienced extended periods of contango. Contango in the Bitcoin Futures market may have a significant
adverse impact on the performance of the Fund and may cause Bitcoin Futures to underperform spot bitcoin. Both contango and backwardation may
limit or prevent the Fund from achieving its investment objective. The costs associated with rolling Bitcoin Futures typically are substantially higher
than the costs associated with other futures contracts and may have a significant adverse impact on the performance of the Fund. Additionally, if the
Fund frequently rolls futures contracts, the impact of contango or backwardation on Fund performance may be greater than it would have been if the
Fund rolled futures contracts less frequently.

 
The Fund’s investments in exchange-traded futures contracts also expose it to the risks of a clearing broker or an FCM. Under current regulations, a
clearing broker or FCM maintains customers’ assets in a bulk segregated account. There is a risk that Fund assets deposited with the clearing broker to
serve as margin may be used to satisfy the broker’s own obligations or the losses of the broker’s other clients. In the event of default, the Fund could
experience lengthy delays in recovering some or all of its assets and may not see any recovery at all.

 
ETF Market Risk. In stressed market conditions, the market for certain ETF shares may become less liquid in response to deteriorating liquidity in the
markets for the ETF’s underlying portfolio holdings. This adverse effect on liquidity for the ETF’s shares in turn could lead to differences between the market
price of the ETF’s shares and the underlying value of those shares. In addition, there are a limited number of institutions that act as authorized participants. If
these institutions exit the business or are, for any reason, unable to process creation and/or redemption orders with respect to the Fund, or purchase and sell
securities in connection with creation and/or redemption orders, as applicable, and no other authorized participant steps forward to create or redeem, or
purchase or sell securities, as applicable, Fund shares may trade at a premium or discount to NAV and possibly face operational issues such as trading halts
and/or delisting. The absence of an active market in the Fund’s shares could lead to a heightened risk of differences between the market price of the Fund’s
shares and the underlying value of those shares.
 
Fixed Income Securities Risk. The market value of fixed income investments in which the Fund may invest may change in response to interest rate changes
and other factors. During periods of falling interest rates, the value of outstanding fixed income securities generally rise. Conversely, during periods of rising
interest rates, the value of fixed income securities generally decline.
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Illiquid Investments Risk. In certain circumstances, it may be difficult for the Fund to purchase and sell particular portfolio investments due to infrequent
trading in such investments. The prices of such securities may experience significant volatility, make it more difficult for the Fund to transact significant
amounts of such securities without an unfavorable impact on prevailing market prices, or make it difficult for the Sub-Advisor to dispose of such securities at a
fair price at the time the Sub-Advisor believes it is desirable to do so. The Fund’s investments in such securities may restrict the Fund’s ability to take
advantage of other market opportunities and adversely affect the value of the Fund’s portfolio holdings. The Fund’s investments also may be subject to trading
halts caused by extraordinary market volatility pursuant to “circuit breaker” rules.
 
Issuer Risk. The value of a debt security may decline for a number of reasons directly related to the issuer of such security, such as management performance,
financial leverage and reduced demand for the issuer’s goods or services.
 
Leverage Risk. Leverage is investment exposure that exceeds the initial amount invested. The loss on a leveraged investment may far exceed the Fund’s
principal amount invested. Leverage may magnify the Fund’s gains and losses and, therefore, increase volatility. The use of leverage may result in the Fund
having to liquidate holdings when it may not be advantageous to do so.
 
Management Risk. The Sub-Advisor continuously evaluates the Fund’s holdings, purchases and sales with a view to achieving the Fund’s investment
objective. However, achievement of the stated investment objective cannot be guaranteed. The Sub-Advisor’s judgment about the markets, the economy, or
companies may not anticipate actual market movements, economic conditions or company performance, and these factors may affect the return on your
investment.
 
Market Risk. Due to market conditions, the value of the Fund’s investments may fluctuate significantly from day to day. Price fluctuations may be temporary
or may last for extended periods. This volatility may cause the value of your investment in the Fund to decrease. Local, regional, or global events such as war,
acts of terrorism, the spread of infectious illness or other public health issues, recessions, uncertainties regarding interest rates, rising inflation, or other events
could have a significant impact on the market generally and on specific securities. The market value of a security may also decline because of factors that affect
a particular industry or industries, such as labor shortages or increased production costs and competitive conditions within an industry. Because of its link to the
markets, an investment in the Fund may be more suitable for long-term investors who can bear the risk of short-term principal fluctuations, which at times may
be significant.
 
Models and Data Risk. When models and data prove to be incorrect or incomplete, any decisions made in reliance thereon expose the Fund to potential risks.
In addition, the use of predictive models has inherent risk. Because predictive models are usually constructed based on historical data supplied by third parties,
the success of relying on such models may depend heavily on the accuracy and reliability of the supplied historical data.
 
Non-Diversification Risk. As a non-diversified fund under the federal securities laws, the Fund may invest a greater percentage of its assets in a particular
issuer and hold a smaller number of portfolio securities; therefore, the value of the Fund’s shares may be more volatile than the value of shares of more
diversified funds.
 
Portfolio Turnover Risk. The Fund may experience relatively high portfolio turnover, which may result in increased transaction costs and performance that is
lower than expected.
 
Subsidiary Investment Risk. By investing in the Subsidiary, the Fund is indirectly exposed to the risks associated with the Subsidiary’s investments. Changes
in the laws of the United States and/or the Cayman Islands could result in the inability of the Fund and/or the Subsidiary to operate as intended, which may
negatively affect the Fund and its shareholders.
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Tax Risk. In order to qualify for the favorable U.S. federal income tax treatment accorded to a regulated investment company (“RIC”) under Subchapter M of
the Internal Revenue Code of 1986 (the “Internal Revenue Code”), the Fund must, among other requirements described in the Fund’s Statement of Additional
Information (the “SAI”), derive at least 90% of its gross income in each taxable year from certain categories of income (“qualifying income”) and must satisfy
certain asset diversification requirements. Certain of the Fund’s investments may generate income that is not qualifying income. If the Fund were to fail to meet
the qualifying income test or asset diversification requirements and fail to qualify as a RIC, it would be taxed in the same manner as an ordinary corporation,
and distributions to its shareholders would not be deductible by the Fund in computing its taxable income.
 
To the extent that the Fund gains its exposure to Bitcoin Futures by investing in the Subsidiary, the Fund’s investment in the Subsidiary is expected to provide
the Fund with exposure to Bitcoin Futures within the limitations of the federal tax requirements of Subchapter M of the Internal Revenue Code for qualification
as a RIC. To the extent the Fund invests in such instruments directly, it will seek to restrict the resulting income from Bitcoin Futures that do not generate
qualifying income, to a maximum of 10% of its gross income (when combined with its other investments that produce non-qualifying income) to comply with
certain qualifying income tests necessary for the Fund to qualify as a RIC under Subchapter M of the Internal Revenue Code. However, the Fund may generate
more non-qualifying income than anticipated, may not be able to generate qualifying income in a particular taxable year at levels sufficient to meet the
qualifying income requirement, or may not be able to accurately predict the non-qualifying income from these investments.
 
To comply with the asset diversification test applicable to a RIC, the Fund will limit its investments in the Subsidiary to 25% of the Fund’s total assets at the
end of each quarter. If the Fund’s investments in the Subsidiary were to exceed 25% of the Fund’s total assets at the end of a tax quarter, the Fund may no
longer be eligible to be treated as a RIC. The tax treatment of derivative instruments, such as Bitcoin Futures, may be adversely affected by changes in
legislation, regulations or other legally binding authority. Should the Internal Revenue Service (“IRS”) issue guidance, or Congress enact legislation, that
adversely affects the tax treatment of the Fund’s use of the Subsidiary, it could limit the Fund’s ability to pursue its investment strategy and the Fund might not
qualify as a RIC for one or more years. In this event, the Fund’s Board of Trustees (the “Board”) may authorize a significant change in investment strategy or
other action.
 
Accordingly, the extent to which the Fund invests in Bitcoin Futures directly may be limited by the requirements of Subchapter M of the Internal Revenue
Code, which the Fund must continue to satisfy to maintain its status as a RIC. Failure to comply with such requirements would have significant negative tax
consequences to Fund shareholders. Under certain circumstances, the Fund may be able to cure a failure to meet the qualifying income requirement, but in
order to do so the Fund may incur significant Fund-level taxes, which would effectively reduce (and could eliminate) the Fund’s returns. See the “Federal
Income Taxes” section of the SAI for additional information.
 
Trading Risk. Shares of the Fund may trade above or below their NAV. The trading price of the Fund’s shares may deviate significantly from their NAV during
periods of market volatility and, in such instances, you may pay significantly more or receive significantly less than the underlying value of the Fund’s shares.
There can be no assurance that an active trading market for the Fund’s shares will develop or be maintained. In addition, trading in shares of the Fund may be
halted because of market conditions or for reasons that, in the view of the NYSE Arca, Inc. (the “Exchange”), make trading in shares inadvisable.
 
FUND PERFORMANCE
 

 
A comparison of the Fund’s performance with that of a broad measure of market performance may give some indication of the risks of an investment in the
Fund; however, the Fund is new and, therefore, does not have a performance history for a full calendar year. Of course, once the Fund has performance, this
past performance (before and after taxes) does not necessarily indicate how the Fund will perform in the future.
 
Updated performance information is available on the Fund’s website at www.advisorshares.com.
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MANAGEMENT
 

 
Name Title

AdvisorShares Investments, LLC Advisor
Morgan Creek Capital Management, LLC Sub-Advisor
 
PORTFOLIO MANAGER
 
Name and Title Length of Service with Sub-Advisor

Mark Yusko, Founder, Chief Executive Officer & Chief Investment Officer since July 2004
 
PURCHASE AND SALE OF FUND SHARES
 

 
The Fund issues and redeems shares on a continuous basis at NAV only in a large specified number of shares called a “Creation Unit.” Only institutional
investors that are acting as the Fund’s authorized participants (typically broker-dealers) may purchase or redeem Creation Units. When the Fund is operating
primarily as a fund of funds, a Creation Unit transaction generally is conducted in exchange for a basket of securities closely approximating the holdings of the
Fund along with a specified amount of cash. When the Fund primarily is invested in Bitcoin Futures or tactically invested, a Creation Unit transaction generally
is conducted in exchange for a deposit of cash totaling the NAV of the Creation Unit.
 
Individual Fund shares may only be purchased and sold in secondary market transactions through brokers. The shares of the Fund are listed on the Exchange
and, because shares trade at market price rather than at NAV, shares may trade at a value greater than (premium) or less than (discount) NAV. When buying or
selling shares in the secondary market, you may incur costs attributable to the difference between the highest price a buyer is willing to pay to purchase shares
of the Fund (bid) and the lowest price a seller is willing to accept for shares of the Fund (ask) (the “bid-ask spread”). Recent information regarding the Fund’s
NAV, market price, premiums and discounts, and bid-ask spreads will be available on the Fund’s website at www.advisorshares.com.
 
TAX INFORMATION
 

 
The Fund intends to make distributions that may be taxed as ordinary income, qualified dividend income or capital gains (or a combination thereof), unless you
are investing through a tax-advantaged arrangement such as a 401(k) plan or an individual retirement account (“IRA”), which may be taxed upon withdrawal.
 
PAYMENTS TO BROKER-DEALERS AND OTHER FINANCIAL INTERMEDIARIES
 

 
Investors purchasing shares in the secondary market through a brokerage account or with the assistance of a broker may be subject to brokerage commissions
and charges. If you purchase Fund shares through a broker-dealer or other financial intermediary (such as a bank), the Advisor or Sub-Advisor may pay the
intermediary for the sale of Fund shares and related services. These payments may create a conflict of interest by influencing broker-dealers or other
intermediaries and your salesperson to recommend the Fund over another investment. Ask your salesperson or visit your financial intermediary’s website for
more information.
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MORE INFORMATION ABOUT THE TRUST AND THE FUND
 

 
AdvisorShares Trust (the “Trust”) is a Delaware statutory trust offering a number of professionally managed investment portfolios or funds.
 
When the Fund is operating primarily as a fund of funds, Creation Units of the Fund are issued and redeemed principally in kind for portfolio securities along
with a specified amount of cash. When the Fund is invested primarily in Bitcoin Futures or tactically invested, Creation Units of the Fund are issued and
redeemed principally in exchange for a deposit of cash totaling the NAV of the Creation Units.
 
EXCEPT WHEN AGGREGATED IN CREATION UNITS, SHARES OF THE FUND ARE NOT REDEEMABLE SECURITIES.
 
MORE INFORMATION ABOUT THE FUND’S INVESTMENT OBJECTIVE
 
The Fund seeks long-term capital appreciation. The Fund’s investment objective is non-fundamental and may be changed by the Board without a shareholder
vote.
 
MORE INFORMATION ABOUT THE FUND’S PRINCIPAL INVESTMENT STRATEGIES
 
The Fund is an actively managed ETF and, thus, does not seek to replicate the performance of a specified passive index of securities. Instead, it uses an active
investment strategy in seeking to meet its investment objective. The Sub-Advisor, subject to the oversight of the Advisor and the Board, has discretion on a
daily basis to manage the Fund’s portfolio in accordance with the Fund’s investment objective and investment policies.
 
Bitcoin is a digital asset. It may be used to pay for goods and services, stored for future use, or converted to a fiat currency (a government-issued currency that
is not backed by a physical commodity or financial instrument). Bitcoin is not backed by any government, corporation, or other identified body. Rather, the
value of bitcoin is determined in part by the supply of, and demand for, bitcoin in the markets that facilitate trading of digital assets. Bitcoin is maintained on a
decentralized, open source, peer-to-peer computer network, and no single entity owns or operates this bitcoin network. The bitcoin network is accessed through
software and governs bitcoin’s creation and movement. The source code for the bitcoin network, often referred to as the bitcoin protocol, is open source, and
anyone can contribute to its development.
 
Like many digital assets, bitcoin relies on “blockchain” technology. A “blockchain” is a peer-to-peer shared, distributed ledger, or decentralized database, that
keeps continuously updated digital records of who owns a particular asset. Blockchain is secured using cryptography and facilitates the process of recording
transactions and tracking assets in a business network. Blockchain derives its name from the way it stores transaction data — as unchangeable, digitally
recorded data in packages called “blocks” that are linked together to form a chain. Blocks record and confirm the time and sequence of transactions, which are
then logged into the blockchain network. Each block in the chain is cryptographically connected to the previous block in the chain, ensuring all data in the
overall “blockchain” has not been tampered with.
 
Bitcoin’s blockchain contains a record and history for each bitcoin transaction; such transactions are validated by “miners.” New bitcoin is created by “mining.”
Crypto-mining involves using computers to solve mathematical equations. The first miner to successfully solve the problem is permitted to add a block of
transactions to the bitcoin blockchain. The new block is then confirmed through acceptance by a majority of users who maintain versions of the blockchain on
their individual computers. Generally, when a successful validation occurs, a miner is compensated for their service with a fixed amount of bitcoin. As a result,
miners are incentivized to validate transactions and to secure the network to earn rewards. This reward system is how new bitcoin enters circulation.
 
Futures contracts, by their terms, reflect the expected future value of a reference asset upon which the contract is based. A futures contract is a standardized
contract traded on, or subject to the rules of, an exchange to buy or sell a specified type and quantity of a particular underlying asset at a designated price on a
designated date, referred to as the “expiration date.” Futures contracts are traded on a wide variety of underlying assets, including bonds, interest rates,
agricultural products, stock indexes, currencies, digital assets (e.g., bitcoin), energy, metals, economic indicators and statistical measures. In a cash-settled
futures contract on bitcoin, the amount of cash to be paid is equal to the difference between the value of the bitcoin underlying the futures contract at the close
of the last trading day of the contract and the futures contract price specified in the agreement. The value of Bitcoin Futures is determined by reference to the
CME CF BRR, which provides an indication of the price of bitcoin across certain cash bitcoin exchanges.
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An investor in futures contracts generally deposits cash (also known as “margin”) with an FCM for its open positions in futures contracts. The margin
requirements or position limits may be based on the notional exposure of the futures contracts, or the number of futures contracts purchased. The FCM, in turn,
generally transfers such deposits to the clearing house to protect the clearing house against non-payment by the Fund. Margin requirements for Bitcoin Futures
traded on the CME generally are higher than those for other types of futures contracts. The Fund may also be required to pay variation margin, which is the
amount of cash that each party agrees to pay to or receive from the other to reflect the daily fluctuation in the value of the futures contract. The clearing house
effectively serves as the counterparty to a futures contract. In addition, the FCM may require the Fund to deposit additional margin collateral in excess of the
clearing house’s requirements for the FCM’s own protection.
 
As the expiration date for a futures contract draws closer, an investor wishing to maintain its exposure to that asset will close out its position in the expiring
futures contract and open a new position in a futures contract with a later expiration date. This process is referred to as “rolling.” CME Bitcoin Futures are
cash-settled on their expiration date unless they are “rolled” prior to expiration. At the Sub-Advisor’s discretion, the Sub-Advisor will implement the Fund’s
tactical strategy by “rolling” the Fund’s investments in Bitcoin Futures when the Fund invests in Bitcoin Futures directly or through the Subsidiary. If the price
of a long-term futures contract is greater than the short-term futures contract price, the market is considered to be in “contango.” If the price of a long-term
futures contract is less than the short-term futures contract price, the market is considered to be in “backwardation.” In “contango” markets, the price of futures
contracts with expiration dates in the short term generally is lower than the price of futures contracts with more distant expiration dates, resulting in a cost to
“roll” the futures contract by replacing the short-term contract with the long-term contract (the “roll cost”). The opposite is true when the market is in
backwardation, resulting in a gain from rolling the futures contract (the “roll yield”). Whether an investor realizes roll costs or roll yields depends upon the
price differences between near-term and long-term contracts. Rather than roll the futures contracts on a predefined schedule, to the extent the Sub-Advisor
determines that it is appropriate to roll a futures contract, the Fund will roll to another futures contract (which the Sub-Advisor selects from a universe of
futures contracts) that the Sub-Advisor believes will be more advantageous to the Fund in light of its investment objective. When investing in Bitcoin ETFs, the
Sub-Advisor will take into account the specific rolling strategy of the Bitcoin ETFs as it implements the Fund’s tactical strategy. There can be no guarantee that
such a strategy will produce the desired results.
 
When the opportunity arises, the Fund may gain exposure to Bitcoin Futures by investing a portion of its assets in the Subsidiary. The Fund is the sole
shareholder of the Subsidiary, which will not be sold or offered to other investors. The Subsidiary is overseen by its own board of directors. The Advisor serves
as the Subsidiary’s investment adviser and manages the Subsidiary to comply with the compliance policies and procedures of the Fund. To comply with
relevant federal tax regulations, the Fund’s investment in the Subsidiary will not exceed 25% of the Fund’s total assets at each quarter end of the Fund’s fiscal
year. The Subsidiary has the same investment objective as the Fund, but unlike the Fund, it may invest without limitation in Bitcoin Futures.
 
When the Sub-Advisor expects bitcoin to fall in value, the Fund will invest tactically in Collateral to preserve capital, provide liquidity, serve as margin and
otherwise collateralize the investments in Bitcoin ETFs and Bitcoin Futures. In addition to cash and cash equivalents, such Collateral includes (i) U.S.
government securities, such as bills, notes and bonds issued by the U.S. Treasury and (ii) money market funds and short duration fixed income ETFs, including
affiliated ETFs. Due to the elevated levels of volatility of Bitcoin Futures, the Fund’s exposure to bitcoin at times may be substantially less than 100% of the
Fund’s net assets. Under normal circumstances, the Fund expects to maintain a target exposure of between 50% and 100%. During periods other than normal
circumstances, including periods where there is extreme volatility and where the Sub-Advisor believes it is prudent to take a temporary defensive posture, the
Fund may reduce its exposure significantly.
 
When the Fund invests in and, therefore, is a shareholder of, another investment company, the Fund’s shareholders will indirectly bear the Fund’s proportionate
share of the fees and expenses paid by such other investment company, including advisory fees, in addition to both the advisory fee payable directly by the
Fund to the Fund’s own investment adviser and the other expenses that the Fund bears directly in connection with the Fund’s own operations. When the Fund
invests in an affiliated investment company, the Advisor may receive advisory and other fees from the affiliated investment company in which the Fund invests,
as well as the advisory fee for managing the Fund. In addition, the Advisor may have an incentive to take into account the effect on the affiliated investment
company in determining whether to purchase or sell shares in the affiliated investment company. Although the Advisor takes steps to address conflicts of
interest, it is possible that the conflicts could impact the Fund.
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MORE INFORMATION ABOUT THE PRINCIPAL RISKS OF INVESTING IN THE FUND
 
The Fund is subject to a number of risks that may affect the value of its shares. This section provides additional information about the Fund’s principal risks.
The degree to which a risk applies to the Fund varies according to its investment allocation. Each investor should review the complete description of the
principal risks before investing in the Fund. An investment in the Fund may not be appropriate for certain investors. As with investing in other securities whose
prices increase and decrease in market value, you may lose money by investing in the Fund. Any of the following risks may impact the Fund’s NAV which
could result in the Fund trading at a premium or discount to NAV.
 
Bitcoin Strategy Risk. The Fund, primarily through Bitcoin ETFs and/or the Subsidiary, invests in Bitcoin Futures. The Fund does not invest directly in or
hold bitcoin. The price of Bitcoin Futures may differ, sometimes significantly, from the current cash price of bitcoin, which is sometimes referred to as the
“spot” price of bitcoin. Consequently, the performance of the Fund should be expected to perform differently from the spot price of bitcoin. Furthermore, if the
Fund’s ability to obtain exposure to Bitcoin Futures consistent with its investment objective is disrupted for any reason, including limited liquidity in the
Bitcoin Futures market, a disruption to the Bitcoin Futures market, or as a result of margin requirements or position limits imposed by FCMs, the CME, or the
CFTC, the Fund would not be able to achieve its investment objective. Any disruption in the Fund’s ability to obtain exposure to Bitcoin Futures will cause the
Fund’s performance to deviate from the performance of bitcoin and Bitcoin Futures.
 

Bitcoin Risk. Bitcoin has a limited history relative to traditional commodities and currencies. There is no assurance that use or acceptance of bitcoin
will continue to grow. A contraction in use or adoption of bitcoin may result in increased volatility or a reduction in the price of bitcoin, which would
likely have an adverse impact on the value of the Fund. During high volatility periods, some bitcoin trading venues have experienced issues related to
account access and trade execution as well as price divergences. Sales of newly-created or mined bitcoin may cause the price of bitcoin to decline.
Investments linked to bitcoin can be highly volatile compared to investments in traditional securities and the Fund may experience sudden and large
losses. The bitcoin network could cease to be a focal point for developer activity, and there is no assurance that the most active developers who
participate in monitoring and upgrading the software protocols on which the bitcoin network is based will continue to do so in the future, which could
damage the network or reduce bitcoin’s competitiveness with competing digital assets. Additional risks relating to bitcoin include:

 
Supply and Demand. Speculators and investors who seek to profit from trading and holding bitcoin may account for a significant portion of
the demand for bitcoin; such speculation regarding the potential appreciation in the price of bitcoin may artificially inflate or deflate the price
of bitcoin. As a result, bitcoin may be more likely to fluctuate in value due to changing investor confidence in future appreciation or
depreciation in prices.
 
Limited Adoption of Bitcoin. The further development and acceptance of bitcoin, its network and its protocols is subject to a variety of
factors that are difficult to evaluate. For example, the bitcoin network faces significant obstacles to increasing the usage of bitcoin without
resulting in higher fees or slower transaction settlement times, and attempts to increase the volume of transactions may not be effective. Any
slowing or stopping of the development or acceptance of the bitcoin network may reduce liquidity and increase volatility in the price of
bitcoin. Additionally, if compensation paid to bitcoin miners for processing transactions on the blockchain is insufficient to incentivize them
to continue to do so, the confirmation process for transactions may slow and the bitcoin network may become more vulnerable to malicious
actors.
 
Currently, there is relatively limited use of bitcoin in the retail and commercial marketplace. A lack of bitcoin expansion into retail and
commercial markets, or a contraction of such use, may result in increased volatility or a reduction in the value of bitcoin, which could
adversely impact the Fund. In addition, to the extent market participants develop a preference for digital assets other than bitcoin, the value of
bitcoin would likely be adversely affected. There is no assurance that bitcoin usage will continue to grow over the long term.
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Fraud and/or Manipulation. Fraudulent trading practices, such as the intentional dissemination of false or misleading information, can lead
to a disruption of the orderly functioning of markets, significant market volatility, and cause the value of bitcoin futures to fluctuate quickly
and without warning. Bitcoin trades on exchanges that are largely unregulated and, therefore, are more exposed to fraud and failure than
established, regulated exchanges for securities, derivatives and other currencies. As a result, individuals or groups may engage in insider
trading, fraud or market manipulation with respect to bitcoin. Such manipulation could cause investors in bitcoin to lose money. Although
cryptocurrency exchanges are generally open 24 hours a day/7 days a week, they have in the past ceased operating temporarily or even
permanently, resulting in the potential loss of users’ holdings or other market disruptions. Cryptocurrency exchanges are more exposed to the
risk of market manipulation than exchanges for traditional assets. Furthermore, many cryptocurrency exchanges lack certain safeguards
established by traditional exchanges to enhance the stability of trading on the exchange, such as measures designed to prevent sudden drops
in value of items traded on the exchange (i.e., “flash crashes”). As a result, the price of bitcoin may be subject to larger and more frequent
sudden declines than assets traded on traditional exchanges.
 
Changes to Bitcoin Protocols. The bitcoin network uses a cryptographic protocol to govern the interactions within the network. A loose
community of core developers has evolved to informally manage the source code for the protocol. Membership in the community of core
developers evolves over time, and core developers can propose amendments to the network’s source code that could alter the protocols and
software of the bitcoin network and the properties of bitcoin. These alterations occur through software upgrades and could potentially include
changes to the irreversibility of transactions and limitations on the mining of new bitcoin. If a modification is accepted by only a percentage
of users and miners, a division (a “fork”) will occur such that one network will run the pre-modification source code and the other network
will run the modified source code. Such “forks” and similar events could adversely affect the price and liquidity of bitcoin.
 
The Regulatory Environment. The regulation of digital assets and related products and services is new and continues to evolve. This
regulatory landscape may make it more difficult for bitcoin businesses to provide services, which may impede the growth of the bitcoin
economy. Future regulatory change may impact the ability to buy and sell Bitcoin Futures and could impact the ability of the Fund to achieve
its investment objective.
 
Cybersecurity. Bitcoin is subject to the risk that malicious actors will exploit flaws in its code or structure that will allow them to, among
other things, steal bitcoin held by others, control the blockchain or steal personal information. The functionality of the bitcoin network relies
on the Internet. A significant disruption of Internet connectivity affecting large numbers of users and may adversely affect the network or the
price of bitcoin.

 
Environmental Considerations. Bitcoin mining currently requires computing hardware that consumes large amounts of electricity. By way
of electrical power generation, many bitcoin miners rely on fossil fuels to power their operations. Public perception of the impact of bitcoin
mining on climate change may reduce demand for bitcoin and increase the likelihood of regulation that limits bitcoin mining or restricts
energy usage by bitcoin miners. Such events could have a negative impact on the price of bitcoin, Bitcoin Futures, and the performance of the
Fund.

 
Bitcoin ETF Risk. Through its investments in Bitcoin ETFs, the Fund is subject to the risks associated with their investments and structure as ETFs.
These risks include any combination of the risks described in this section. The Fund’s exposure to a particular risk will be proportionate to the Fund’s
overall allocation to the ETFs and the ETFs’ asset allocation. Investment in Bitcoin ETFs exposes the Fund to all of the risks related to bitcoin and
bitcoin futures discussed herein as well as additional risks specific to these Bitcoin ETFs. Certain Bitcoin ETFs may borrow for investment purposes
using reverse repurchase agreements, which increases the risk of loss and may increase the volatility of the Bitcoin ETF. Borrowing may cause the
Bitcoin ETF to liquidate positions under adverse market conditions to satisfy its repayment obligations and the cost of borrowing may reduce its
return. In addition to the risks associated with the investment strategy of the Bitcoin ETFs, the Fund will indirectly pay its proportionate share of the
expenses (including operating expenses and management fees) of the Bitcoin ETFs in which it invests as well as its own fees and expenses.
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Bitcoin Futures Risk. In addition to other risks of futures contracts, the market for Bitcoin Futures has additional, unique risks. The market for
Bitcoin Futures may be less developed, and potentially less liquid and more volatile, than more established futures markets. While the Bitcoin Futures
market has grown substantially since Bitcoin Futures commenced trading, there can be no assurance that this growth will continue. Bitcoin Futures are
subject to collateral requirements and daily limits that may limit the Fund’s ability to achieve the desired exposure. The CME’s position limits and
position accountability levels prevent any single investor, such as the Fund (together with any other accounts managed by the Advisor required to be
aggregated), from holding more than a specified number of Bitcoin Futures. These position limits may hinder the Fund’s ability to enter into the
desired amount of Bitcoin Futures at times (possibly further hindered if other accounts are required to be aggregated that also held Bitcoin Futures or
options on Bitcoin Futures). If the Fund is unable to achieve such exposure, it may not be able to meet its investment objective and the Fund’s returns
may be lower than expected. Additionally, these collateral requirements may require the Fund to liquidate its position when it otherwise would not do
so. Further, FCMs utilized by the Fund may impose limits on the amount of exposure to futures contracts the Fund can obtain through such FCMs. If
the Fund cannot obtain sufficient exposure through its FCMs, the Fund may not be able to achieve its investment objective. Margin levels for Bitcoin
Futures contracts generally are higher than the margin requirements for more established futures contracts. Additionally, the FCMs utilized by the
Fund may impose margin requirements in addition to those imposed by the exchanges, and such margin requirements are subject to change. High
margin requirements could prevent the Fund from obtaining sufficient exposure to Bitcoin Futures and may adversely affect its ability to achieve its
investment objective. The Fund’s obligation is to the FCM that carries the Fund’s account, whose obligation is in turn to the clearing organization. The
Fund’s investments therefore introduce the risk that its FCM would default on an obligation to the Fund, including the FCM’s obligation to return
margin posted in connection with the Fund’s futures contracts. The risk exists at, and from the time that, the Fund enters into a contractual
arrangement with its FCM to bring about the settlement and clearing of futures contracts. The FCM may hold margin posted in connection with those
contracts and that margin may be re-hypothecated (or re-pledged) by the FCM and lost or its return delayed due to a default by the FCM or other
customer of the FCM. The FCM may itself file for bankruptcy, which would either delay the return of, or jeopardize altogether the assets posted by the
FCM as margin in response to margin calls relating to futures positions.

 
Cash Transaction Risk. Most ETFs generally make in-kind redemptions to avoid being taxed at the fund level on gains on the distributed portfolio securities,
and the Fund intends to effect redemptions in kind when it is primarily invested in ETFs. However, when the Fund primarily is invested in Bitcoin Futures or
tactically invested in Collateral, it intends to effect redemptions for cash, rather than in kind, because of the nature of those investments. As such, the Fund may
be required to sell portfolio securities to obtain the cash needed to distribute redemption proceeds. Therefore, the Fund may recognize a capital gain on these
sales that might not have been incurred if the Fund had made a redemption in kind. This may decrease the tax efficiency of the Fund compared to ETFs that
utilize an in-kind redemption process, and there may be a substantial difference in the after-tax rate of return between the Fund and other ETFs. Further,
effecting purchases and redemptions primarily in cash may cause the Fund to incur certain costs, such as portfolio transaction costs. These costs can decrease
the Fund’s NAV if not offset by an authorized participant transaction fee.
 
Collateral Securities Risk. Collateral may include obligations issued or guaranteed by the U.S. Government, its agencies and instrumentalities, including bills,
notes and bonds issued by the U.S. Treasury, as well as money market funds and corporate debt securities. U.S. government securities include securities that are
issued or guaranteed by the U.S. Treasury, by various agencies of the U.S. Government, or by various instrumentalities which have been established or
sponsored by the U.S. Government. U.S. Treasury securities are backed by the “full faith and credit” of the United States. Securities issued or guaranteed by
federal agencies and U.S. government-sponsored instrumentalities may or may not be backed by the full faith and credit of the United States. In the case of
those U.S. government securities not backed by the full faith and credit of the United States, the investor must look principally to the agency or instrumentality
issuing or guaranteeing the security for ultimate repayment, and may not be able to assert a claim against the United States itself in the event that the agency or
instrumentality does not meet its commitment. The U.S. Government, its agencies and instrumentalities do not guarantee the market value of their securities,
and consequently, the value of such securities may fluctuate. The Fund’s investments in U.S. government securities will change in value in response to interest
rate changes and other factors, such as the perception of an issuer’s creditworthiness.
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Money market funds are subject to management fees and other expenses, and the Fund’s investments in money market funds will cause it to bear
proportionately the costs incurred by the money market funds’ operations while simultaneously paying its own management fees and expenses. An investment
in a money market fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government agency. Money market funds may
not have the value of their investments remain at $1.00 per share; it is possible to lose money by investing in a money market fund.
 
Corporate debt securities such as commercial paper generally are short-term unsecured promissory notes issued by businesses. Corporate debt securities carry
both credit risk and interest rate risk. Credit risk is the risk that the issuer of a corporate debt security is unable to pay interest or repay principal when it is due
and the holder of the corporate debt security could lose money. Interest rate risk is the risk that interest rates rise and fall over time. For example, the value of
fixed-income securities generally decrease when interest rates rise, which may cause the Fund’s value to decrease. Also, investments in fixed-income securities
with longer maturities fluctuate more in response to interest rate changes. Some corporate debt securities that are rated below investment-grade generally are
considered speculative because they present a greater risk of loss, including default, than higher quality debt securities.
 
Counterparty Risk. The Fund may invest in financial instruments involving counterparties for the purpose of attempting to gain exposure to a particular group
of securities, index or asset class without actually purchasing those securities or investments, or to hedge a position. The use of such instruments exposes the
Fund to risks that are different than those associated with ordinary portfolio securities transactions. For example, the Fund bears the risk of loss of the amount
expected to be received in the event of the default or bankruptcy of a counterparty. If a counterparty defaults on its payment obligations to the Fund, this default
will cause the value of your investment in the Fund to decrease.
 
The counterparty to an exchange-traded futures contract is subject to the credit risk of the clearing house and the FCM through which it holds its position.
Specifically, the FCM or the clearing house could fail to perform its obligations, causing significant losses to the Fund. For example, the Fund could lose
margin payments it has deposited with an FCM as well as any gains owed but not paid to the Fund, if the FCM or clearing house becomes insolvent or
otherwise fails to perform its obligations. Credit risk of market participants with respect to derivatives that are centrally cleared is concentrated in a few
clearing houses and it is not clear how an insolvency proceeding of a clearing house would be conducted and what impact an insolvency of a clearing house
would have on the financial system. Under current CFTC regulations, a FCM maintains customers’ assets in a bulk segregated account. If a FCM fails to do so,
or is unable to satisfy a substantial deficit in a customer account, its other customers may be subject to risk of loss of their funds in the event of that FCM’s
bankruptcy. In that event, in the case of futures, the FCM’s customers are entitled to recover, even in respect of property specifically traceable to them, only a
proportional share of all property available for distribution to all of that FCM’s customers. In addition, if the FCM does not comply with the applicable
regulations, or in the event of a fraud or misappropriation of customer assets by the FCM, the Fund could have only an unsecured creditor claim in an
insolvency of the FCM with respect to the margin held by the FCM. FCMs are also required to transfer to the clearing house the amount of margin required by
the clearing house, which amount is generally held in an omnibus account at the clearing house for all customers of the FCM.
 
In addition, the Fund may enter into futures contracts with a limited number of counterparties, which may increase the Fund’s exposure to counterparty credit
risk. The Fund does not specifically limit its counterparty risk with respect to any single counterparty. Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions with the Fund and, as a result, the Fund may not be able to achieve its investment objective.
Contractual provisions and applicable law may prevent or delay the Fund from exercising its rights to terminate an investment or transaction with a financial
institution experiencing financial difficulties, or to realize on collateral, and another institution may be substituted for that financial institution without the
consent of the Fund. If the credit rating of a counterparty to a futures contract declines, the Fund may nonetheless choose or be required to keep existing
transactions in place with the counterparty, in which event the Fund would be subject to any increased credit risk associated with those transactions. Also, in the
event of a counterparty’s (or its affiliate’s) insolvency, the possibility exists that the Fund’s ability to exercise remedies, such as the termination of transactions,
netting of obligations and realization on collateral, could be stayed or eliminated under special resolution regimes adopted in the United States and various
other jurisdictions. Such regimes provide government authorities with broad authority to intervene when a financial institution is experiencing financial
difficulty.
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Credit Risk. Credit risk is the risk that the Fund could lose money if a counterparty or an issuer or guarantor of a debt instrument becomes unwilling or unable
to make timely principal and/or interest payments or to otherwise meet its obligations. The Fund is also subject to the risk that its investment in a debt
instrument could decline because of concerns about the issuer’s credit quality or perceived financial condition. Fixed income securities are subject to varying
degrees of credit risk, which are sometimes reflected in credit ratings.
 
Derivatives Risk. Derivatives are financial instruments that derive their value from an underlying asset, such as a currency, security, commodity or index.
Their use is a highly specialized activity that involves investment techniques and risks different from those associated with ordinary portfolio securities
transactions. Derivatives may be riskier than other types of investments and may be more volatile and less liquid than other securities.
 
Derivatives are subject to a number of risks including credit risk, interest rate risk, and market risk. Credit risk refers to the possibility that a counterparty will
be unable and/or unwilling to perform under the agreement. Interest rate risk refers to fluctuations in the value of an asset resulting from changes in the general
level of interest rates. Over-the-counter derivatives are also subject to counterparty risk (sometimes referred to as “default risk”), which is the risk that the other
party to the contract will not fulfill its contractual obligations.
 
Derivatives may be especially sensitive to changes in economic and market conditions, and their use may give rise to a form of leverage. Leverage may cause
the portfolio of the Fund to be more volatile than if the portfolio had not been leveraged because leverage can exaggerate the effect of any increase or decrease
in the value of securities held by the Fund. For some derivatives, such leverage could result in losses that exceed the original amount invested in the derivative.
 

Futures Contracts Risk. Unlike equities, which typically entitle the holder to a continuing stake in a corporation, futures contracts normally specify a
certain date for delivery of the underlying asset for settlement in cash based on the level of the underlying asset. As the futures contracts approach
expiration, they may be replaced by similar contracts that have a later expiration. This process is referred to as “rolling.” If the market for these
contracts is in “contango,” meaning that the prices of futures contracts in the nearer months are lower than the price of contracts in the distant months,
the sale of the near-term month contract would be at a lower price than the longer-term contract, resulting in a cost to “roll” the futures contract. The
actual realization of a potential roll cost will depend on the difference in price of the near and distant contracts. Bitcoin Futures have historically
experienced extended periods of contango. Contango in the Bitcoin Futures market may have a significant adverse impact on the performance of the
Fund and may cause Bitcoin Futures to underperform spot bitcoin. Both contango and backwardation may limit or prevent the Fund from achieving its
investment objective. The costs associated with rolling Bitcoin Futures historically have been higher than the costs associated with other futures
contracts, and such costs may have a significant adverse impact on the performance of the Fund. Additionally, if the Fund frequently rolls futures
contracts, the impact of contango or backwardation on Fund performance may be greater than it would have been if the Fund rolled futures contracts
less frequently.

 
The successful use of a futures contract depends upon the Sub-Advisor’s skill and experience with respect to such instruments. Futures contracts may
involve risks different from, and possibly greater than, the risks associated with investing directly in the underlying assets. Such risks include:

 
● an imperfect correlation between the value of the futures contract and the value of the underlying asset;

 
● possible lack of a liquid secondary market for a futures contract;

 
● the inability to open or close a futures contract position when desired;

 
● losses caused by unanticipated market movement, which may result in losses in excess of the amount invested in the futures contract (and

potentially may be unlimited); and
 

● in the event of adverse price movements, an obligation of the Fund to make daily cash payments to maintain its required margin, including at
times when it may have insufficient cash and must sell securities from its portfolio to meet those margin requirements at a disadvantageous
time.
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To enter into a futures contract, the Fund must post an amount of assets with a FCM to serve as “initial margin,” which is a good faith deposit on the
contract and which the FCM returns to the Fund upon termination of the futures contract, assuming all contractual obligations have been satisfied.
Because futures contracts project price levels in the future, market circumstances may cause a discrepancy between the price of a futures contract and
the movement in the underlying asset. In the event of adverse price movements, the Fund may be required to post additional “variation margin” to
satisfy the necessary collateral requirements of the FCM. In addition, to comply with federal securities rules, the Fund must segregate liquid assets or
take other appropriate measures to “cover” the Subsidiary’s open positions in futures contracts. The Subsidiary intends to invest in cash-settled futures
contracts, which require that a registered investment company set aside liquid assets in an amount equal to its daily marked-to-market net obligations
under the contract (i.e., its daily net liability, minus any posted margin and variation margin).

 
ETF Market Risk. In stressed market conditions, the market for certain ETF shares may become less liquid in response to deteriorating liquidity in the
markets for the ETF’s underlying portfolio holdings. This adverse effect on liquidity for the ETF’s shares in turn can lead to a difference between the market
price of the ETF’s shares and the underlying value of those shares. This difference can be reflected as a spread between the bid and ask prices quoted during the
day or a premium or discount in the closing price from the Fund’s NAV.
 
Because the Fund’s shares trade in the secondary market, a broker may charge a commission to execute a transaction in shares and an investor may incur the
cost of the spread between the price at which a dealer will buy shares (bid) and the somewhat higher price at which a dealer will sell shares (ask). In addition,
not only are there a limited number of institutions that act as authorized participants, direct trading by authorized participants is critical to ensuring that the
Fund’s shares trade at or close to NAV. However, market makers are not obligated to make a market in the Fund’s shares nor are authorized participants
obligated to execute purchase or redemption orders for Creation Units and, in times of market stress, circumstances could develop that could cause them to
refrain from these activities or reduce their role. The absence of an active market could lead to a heightened risk of differences between the market price of the
Fund’s shares and the underlying value of those shares.
 
Fixed Income Securities Risk. Fixed income securities are debt obligations issued by corporations, municipalities and other borrowers. Coupons may be fixed
or adjustable, based on a pre-set formula. The market value of fixed income investments may change in response to interest rate changes and other factors.
During periods of falling interest rates, the value of outstanding fixed income securities generally rise. Conversely, during periods of rising interest rates, the
value of such securities generally decline. The prices of high-yield bonds, unlike those of investment grade bonds, may fluctuate unpredictably and not
necessarily inversely with changes in interest rates. Moreover, while securities with longer maturities tend to produce higher yields, the prices of longer
maturity securities are also subject to greater market fluctuations as a result of changes in interest rates. Changes by recognized agencies in the rating of any
fixed income security and in the ability of an issuer to make payments of interest and principal will also affect the value of these investments. Changes in the
value of portfolio securities will not affect cash income derived from these securities but will affect a fund’s net asset value.
 
Illiquid Investments Risk. In certain circumstances, it may be difficult for the Fund to purchase and sell particular portfolio investments due to infrequent
trading in such investments. The prices of such securities may experience significant volatility, make it more difficult for the Fund to transact significant
amounts of such securities without an unfavorable impact on prevailing market prices, or make it difficult for the Sub-Advisor to dispose of such securities at a
fair price at the time the Sub-Advisor believes it is desirable to do so. In addition, the Fund’s investments in certain exchange-traded products, if any, may be
subject to restrictions on the amount and timing of any redemptions. The Fund’s investments in such securities may restrict the Fund’s ability to take advantage
of other market opportunities and adversely affect the value of the Fund’s portfolio holdings. The Fund’s investments also may be subject to trading halts
caused by extraordinary market volatility pursuant to “circuit breaker” rules.
 
Issuer Risk. Changes in the financial condition of an issuer of or counterparty to a debt security, changes in specific economic or political conditions that affect
a particular type of debt security or issuer, and changes in general economic or political conditions can increase the risk of default by an issuer or counterparty,
which can affect a security’s or instrument’s credit quality or value. Entities providing credit support or a maturity-shortening structure also can be affected by
these types of changes. If the structure of a security fails to function as intended, the security could decline in value. Lower-quality debt securities (those of less
than investment-grade quality) tend to be particularly sensitive to these changes and involve greater risk of default or price changes in the credit quality of the
issuer.
 

17



 

 
Leverage Risk. Leverage is investment exposure that exceeds the initial amount invested. The loss on a leveraged investment may far exceed the Fund’s
principal amount invested. Leverage can magnify the Fund’s gains and losses and, therefore, increase its volatility. There is no guarantee that the Fund will use
leverage or if, when it does, that the Fund’s leveraging strategy will be successful. The Fund cannot guarantee that the use of leverage will produce a high
return on an investment. The Sub-Advisor will segregate liquid assets or otherwise cover transactions that may give rise to leverage risk to the extent of the
financial exposure to the Fund. This requirement limits the amount of leverage the Fund may have at any one time, but it does not eliminate leverage risk. The
use of leverage may result in the Fund having to liquidate holdings when it may not be advantageous to do so in order to satisfy its obligation or to meet
segregation requirements.
 
Management Risk. The Sub-Advisor continuously evaluates the Fund’s holdings, purchases and sales with a view to achieving the Fund’s investment
objective. However, achievement of the stated investment objective cannot be guaranteed. The Sub-Advisor’s judgment about the markets, the economy, or
companies may not anticipate actual market movements, economic conditions or company performance, and these factors may affect the return on your
investment. In fact, no matter how good a job the Sub-Advisor does, you could lose money on your investment in the Fund, just as you could with other
investments. If the Sub-Advisor is incorrect in its assessment of the income, growth or price realization potential of the Fund’s holdings or incorrect in its
assessment of general market or economic conditions, then the value of the Fund’s shares may decline.
 
Market Risk. Investments in securities, in general, are subject to market risks that may cause their prices to fluctuate over time. The Fund’s investments may
decline in value due to factors affecting securities markets generally, such as real or perceived adverse economic conditions or changes in interest or currency
rates, or particular countries, segments, economic sectors, industries or companies within those markets. Local, regional, or global events such as war, acts of
terrorism, the spread of infectious illness, such as the COVID-19 pandemic, or other public health issues, recessions, uncertainties regarding interest rates,
rising inflation, or other events could have a significant impact on the market generally and on specific securities. U.S. and international markets have
experienced significant periods of volatility in recent years due to a number of these factors. Changes in market conditions and interest rates generally do not
have the same impact on all types of securities and instruments. Fluctuations in the value of securities and financial instruments in which the Fund invests will
cause the NAV of the Fund to fluctuate. Historically, the markets have moved in cycles, and the value of the Fund’s securities may fluctuate drastically from
day to day. Because of its link to the markets, an investment in the Fund may be more suitable for long-term investors who can bear the risk of short-term
principal fluctuations, which at times may be significant.
 
Russia’s military invasion of Ukraine in February 2022, the resulting responses by the United States and other countries, and the potential for wider conflict
could increase volatility and uncertainty in the financial markets and adversely affect regional and global economies. The United States and other countries
have imposed broad-ranging economic sanctions on Russia, certain Russian individuals, banking entities and corporations, and Belarus as a response to
Russia’s invasion of Ukraine, and may impose sanctions on other countries that provide military or economic support to Russia. The extent and duration of
Russia’s military actions and the repercussions of such actions (including any retaliatory actions or countermeasures that may be taken by those subject to
sanctions, including cyber attacks) are impossible to predict, but could result in significant market disruptions, including in certain industries or sectors, such as
the oil and natural gas markets, and may negatively affect global supply chains, inflation and global growth. These and any related events could significantly
impact the Fund’s performance and the value of an investment in the Fund, even if the Fund does not have direct exposure to Russian issuers or issuers in other
countries affected by the invasion.
 
Models and Data Risk. To the extent a model does not perform as designed or as intended, the Fund’s strategy may not be successfully implemented and the
Fund may lose value. If the model or data are incorrect or incomplete, any decisions made in reliance thereon may lead to the inclusion or exclusion of
securities that would have been excluded or included had the model or data been correct and complete. The use of predictive models has inherent risks. For
example, such models may incorrectly forecast future behavior, leading to potential losses. In addition, in unforeseen or certain low-probability scenarios (often
involving a market disruption of some kind), such models may produce unexpected results, which can result in losses for the Fund. Furthermore, because
predictive models are usually constructed based on historical data supplied by third parties, the success of relying on such models may depend heavily on the
accuracy and reliability of the supplied historical data.
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Non-Diversification Risk. As a non-diversified fund under the federal securities laws, the Fund may invest a greater percentage of its assets in a particular
issuer and hold a smaller number of portfolio securities than a diversified fund. To the extent the Fund invests in a relatively small number of issuers, a decline
in the market value of a particular security held by the Fund may affect its value more than if it invested in a larger number of issuers; therefore, the value of the
Fund’s shares may be more volatile than the value of shares of more diversified funds.
 
Portfolio Turnover Risk. Higher portfolio turnover may result in the Fund paying increased transaction costs and generating greater tax liabilities for
shareholders. Portfolio turnover also may cause the Fund’s performance to be less than you expect.
 
Subsidiary Investment Risk. The Subsidiary’s principal investment strategies, investment objective and principal risks are substantially the same as the Fund.
By investing in the Subsidiary, the Fund is indirectly exposed to the risks associated with the Subsidiary’s investments. There can be no assurance that the
investment objective of the Subsidiary will be achieved. The Board has oversight responsibility for the investment activities of the Fund, including its
investment in the Subsidiary, and the Fund’s role as sole shareholder of the Subsidiary. In adhering to the Fund’s investment restrictions and limitations, the
Advisor will treat the assets of the Subsidiary generally in the same manner as assets that are held directly by the Fund. Changes in the laws of the United
States and/or the Cayman Islands, under which the Fund and the Subsidiary are organized, respectively, could result in the inability of the Fund and/or the
Subsidiary to operate as intended and could adversely affect the Fund and its shareholders. For example, the Cayman Islands currently does not impose any
income, corporate or capital gains tax, estate duty, inheritance tax, gift tax or withholding tax on the Subsidiary. If this were to change and the Subsidiary was
required to pay Cayman Island taxes, the investment returns of the Fund would likely decrease.
 
Tax Risk. To qualify for the special tax treatment accorded a RIC and its shareholders, the Fund must derive at least 90% of its gross income for each taxable
year from sources treated as qualifying income under the Internal Revenue Code, as well as meet certain asset diversification tests at the end of each taxable
quarter, and meet annual distribution requirements. If, in any year, the Fund failed to qualify for the special tax treatment accorded a RIC and could not cure
such failure, the Fund would be taxed in the same manner as an ordinary corporation subject to U.S. federal income tax on all its income at the fund level.
Under certain circumstances, the Fund may be able to cure a failure to meet the qualifying income requirement, but in order to do so, the Fund may incur
significant Fund-level taxes, which would effectively reduce (and could eliminate) the Fund’s returns. Many significant aspects of the U.S. federal income tax
treatment of investments in cryptocurrencies are uncertain. An investment in Bitcoin Futures, even indirectly, is not expected to produce income that is treated
as qualifying income for purposes of the income test applicable to RICs. Accordingly, to the extent the Fund invests in Bitcoin Futures that generate non-
qualifying income, it intends to do so through the Subsidiary. The IRS has issued final Treasury Regulations that conclude that income from a corporation
similar to the Subsidiary would be qualifying income, if the income is related to the Fund’s business of investing in stocks or securities. Although the Treasury
Regulations do not require distributions from the Subsidiary, the Fund intends to cause the Subsidiary to make distributions that would allow the Fund to make
timely distributions to its shareholders. The Fund generally will be required to include in its own taxable income the income of the Subsidiary for a tax year, if
applicable, regardless of whether the Fund receives a distribution of the Subsidiary’s income in that tax year, and this income would nevertheless be subject to
the distribution requirement for qualification as a RIC and would be taken into account for purposes of the 4% excise tax.
 
To comply with the asset diversification test applicable to a RIC, the Fund will limit its investments in the Subsidiary to 25% of the Fund’s total assets at the
end of each quarter. If the Fund’s investments in the Subsidiary were to exceed 25% of the Fund’s total assets at the end of a tax quarter, the Fund may no
longer be eligible to be treated as a RIC. The tax treatment of derivative instruments, such as Bitcoin Futures, may be adversely affected by changes in
legislation, regulations or other legally binding authority. Should the IRS issue guidance, or Congress enact legislation, that adversely affects the tax treatment
of the Fund’s use of the Subsidiary, it could limit the Fund’s ability to pursue its investment strategy and the Fund might not qualify as a RIC for one or more
years. In this event, the Fund’s Board may authorize a significant change in investment strategy or other action.
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In addition, certain of the Fund’s investments, such as Bitcoin Futures, when made directly may not produce qualifying income to the Fund for purposes of
satisfying the qualifying income test (as described in the SAI), which must be met in order for the Fund to maintain its status as a RIC under the Internal
Revenue Code. To the extent the Fund invests in Bitcoin Futures directly, the Fund will seek to restrict the resulting income from such instruments that do not
generate qualifying income to a maximum of 10% of its gross income (when combined with its other investments that produce non-qualifying income).
However, the Fund may generate more non-qualifying income than anticipated, may not be able to generate qualifying income in a particular taxable year at
levels sufficient to meet the qualifying income requirement, or may not be able to accurately predict the non-qualifying income from these investments.
Accordingly, the extent to which the Fund invests in Bitcoin Futures directly may be limited by the qualifying income requirement, which the Fund must
continue to satisfy to maintain its status as a RIC.
 
Trading Risk. Shares of the Fund may trade above or below their NAV. The NAV of shares will fluctuate with changes in the market value of the Fund’s
holdings. The trading prices of shares will fluctuate in accordance with changes in NAV, as well as market supply and demand. When the market price of the
Fund’s shares deviates significantly from NAV, you may pay significantly more or receive significantly less than the underlying value of the Fund’s shares.
However, given that shares can be created and redeemed only in Creation Units at NAV, the Advisor and Sub-Advisor do not believe that large discounts or
premiums to NAV will exist for extended periods of time. Although the Fund’s shares are currently listed on the Exchange, there can be no assurance that an
active trading market for shares will develop or be maintained. In addition, trading in shares of the Fund may be halted because of market conditions or for
reasons that, in the view of the Exchange, make trading in shares inadvisable.
 
OTHER INVESTMENT PRACTICES AND STRATEGIES
 
Temporary Defensive Positions. To respond to adverse market, economic, political or other conditions, the Fund may invest up to 100% of its total assets,
without limitation, in cash, high-quality, short-term debt securities and money market instruments. The Fund may be invested in this manner for extended
periods, depending on the Sub-Advisor’s assessment of market conditions. Debt securities and money market instruments include shares of other mutual funds,
including short duration fixed-income ETFs (including affiliated ETFs), commercial paper, certificates of deposit, bankers’ acceptances, U.S. government
securities, repurchase agreements, and bonds that are rated BBB or higher. While the Fund is in a defensive position, the Fund may not achieve its investment
objective. Furthermore, to the extent that the Fund invests in money market funds, the Fund would bear its pro rata portion of each such money market fund’s
advisory fees and operational expenses.
 
Lending of Portfolio Securities. The Fund may lend portfolio securities to brokers, dealers and other financial organizations that meet capital and other credit
requirements or other criteria established by the Board. These loans, if and when made, may not exceed 331/3% of the total asset value of the Fund (including
the loan collateral). Such loans may be terminated at any time. Any such loans must be continuously secured by collateral maintained on a current basis in an
amount at least equal to the market value of the securities loaned by the Fund. In a loan transaction, as compensation for lending its securities, the Fund will
receive a portion of the dividends or interest accrued on the securities held as collateral or, in the case of cash collateral, a portion of the income from the
investment of such cash. In addition, the Fund will receive the amount of all dividends, interest and other distributions on the loaned securities. However, the
borrower has the right to vote the loaned securities. The Fund will call loans to vote proxies if a material issue affecting the investment is to be voted upon.
Loans are made only to borrowers that are deemed by the securities lending agent to be of good financial standing. Should the borrower of the securities fail
financially, the Fund may experience delays in recovering the securities or exercising its rights in the collateral. In a loan transaction, the Fund will also bear the
risk of any decline in value of securities acquired with cash collateral. The Fund will attempt to minimize this risk by limiting the investment of cash collateral
to high quality instruments of short maturity.
 
Please see the SAI for a more complete list of portfolio investment strategies, permitted investments and related risks.
 
PORTFOLIO HOLDINGS
 
A description of the Fund’s policies and procedures with respect to the disclosure of Fund portfolio securities is available (i) in the SAI and (ii) on the Trust’s
website at www.advisorshares.com. The Fund’s daily portfolio holdings information also is available on the Trust’s website.
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MANAGEMENT OF THE FUND
 
INVESTMENT ADVISOR
AdvisorShares Investments, LLC, located at 4800 Montgomery Lane, Suite 150, Bethesda, Maryland 20814, serves as investment adviser of the Fund. As of
September 30, 2022, the Advisor had approximately $1.3 billion in assets under management.
 
The Advisor continuously reviews, supervises and administers the Fund’s investment program. In particular, the Advisor provides investment and operational
oversight of the Sub-Advisor. The Board supervises the Advisor and establishes policies that the Advisor must follow in its day-to-day management activities.
Pursuant to an investment advisory agreement between the Trust and the Advisor, the Advisor is entitled to receive an annual advisory fee of 0.90% based on
the average daily net assets of the Fund. The Advisor pays the Sub-Advisor out of the advisory fee it receives from the Fund. For the most recent fiscal year, the
Fund paid the Advisor 0% after waiver/reimbursement based on its average daily net assets.
 
The Advisor bears all of its own costs associated with providing these advisory services and the expenses of the members of the Board who are affiliated with
the Advisor. The Advisor may make payments from its own resources to broker-dealers and other financial institutions in connection with the sale of Fund
shares.
 
The Advisor has contractually agreed to waive its fees and/or reimburse expenses in order to keep net expenses (excluding amounts payable pursuant to any
plan adopted in accordance with Rule 12b-1, interest expense, taxes, brokerage commissions, acquired fund fees and expenses, other expenditures which are
capitalized in accordance with generally accepted accounting principles, and extraordinary expenses) from exceeding 1.49% of the Fund’s average daily net
assets for at least one year from the date of this Prospectus. The expense limitation agreement may be terminated without payment of any penalty (i) by the
Trust for any reason and at any time and (ii) by the Advisor, for any reason, upon ninety (90) days’ prior written notice to the Trust, such termination to be
effective as of the close of business on the last day of the then-current one-year period. If at any point it becomes unnecessary for the Advisor to waive fees or
reimburse expenses, the Board may permit the Advisor to retain the difference between the Fund’s total annual operating expenses and the expense limitation
currently in effect, or, if lower, the expense limitation that was in effect at the time of the waiver and/or reimbursement, to recapture all or a portion of its prior
fee waivers or expense reimbursements within three years of the date they were waived or reimbursed.
 
The Advisor may hire one or more sub-advisers to oversee the day-to-day portfolio management activities of the Fund. The sub-advisers would be subject to
oversight by the Advisor. Pursuant to an exemptive order from the U.S. Securities and Exchange Commission (the “SEC”), the Advisor, subject to certain
conditions, has the right, without shareholder approval, to hire a new unaffiliated sub-adviser or materially amend the terms of a sub-advisory agreement with
an unaffiliated sub-adviser when the Board and the Advisor believe that a change would benefit the Fund. The Prospectus will be supplemented when there is a
significant change in the Fund’s sub-advisory arrangement.
 
A discussion regarding the basis for the Board’s most recent approval of the Fund’s investment advisory agreement is available in the Trust’s Annual Report to
Shareholders dated June 30, 2022.
 
INVESTMENT SUB-ADVISOR
Morgan Creek Capital Management, LLC is a registered investment advisory firm located at 301 W. Barbee Chapel Road, Suite 200, Chapel Hill, North
Carolina 27517. The Sub-Advisor provides investment advisory services to separately managed accounts and sub-advisory services to institutional clients, in
addition to providing investment advisory services to the Fund. As of September 30, 2022, the Sub-Advisor had approximately $1.8 billion in assets under
management.
 
The Sub-Advisor is responsible for selecting the Fund’s investments in accordance with the Fund’s investment objective, policies and restrictions.
 
A discussion regarding the basis for the Board’s most recent approval of the Fund’s investment sub-advisory agreement is available in the Trust’s Annual
Report to Shareholders dated June 30, 2022.
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PORTFOLIO MANAGER
The following portfolio manager is primarily responsible for the day-to-day portfolio management of the Fund.
 
Mark Yusko, Founder, Chief Executive Officer & Chief Investment Officer
Mr. Yusko is the Founder, CEO and Chief Investment Officer of the Sub-Advisor. He is also the Managing Partner of Morgan Creek Digital. Prior to founding
the Sub-Advisor in 2004, Mr. Yusko was CIO and Founder of UNC Management Company, the endowment investment office for the University of North
Carolina at Chapel Hill. Before that, he was Senior Investment Director for the University of Notre Dame Investment Office. Mr. Yusko has been at the
forefront of institutional investing throughout his career. An early investor in alternative asset classes at Notre Dame, he brought the Endowment Model of
investing to UNC, which contributed to significant performance gains for the Endowment. Mr. Yusko is again at the forefront of investing through Morgan
Creek Digital, which was formed in 2018. Morgan Creek Digital is an early stage investor in blockchain technology, digital currency and digital assets through
the firm’s Venture Capital and Digital Asset Index Fund. Mr. Yusko received a BA with Honors from the University of Notre Dame and an MBA in Accounting
and Finance from the University of Chicago. Additional information about the portfolio manager’s compensation, other accounts managed by the portfolio
manager, and the portfolio manager’s ownership of securities in the Fund is available in the SAI.
 
OTHER SERVICE PROVIDERS
Foreside Fund Services, LLC (the “Distributor”) is the principal underwriter and distributor of the Fund’s shares. The Distributor’s principal address is Three
Canal Plaza, Suite 100, Portland, Maine 04101. The Distributor will not distribute shares in less than whole Creation Units, and it does not maintain a
secondary market in the shares. The Distributor is a broker-dealer registered under the Securities Exchange Act of 1934 and a member of the Financial Industry
Regulatory Authority, Inc. The Distributor is not affiliated with the Advisor, Sub-Advisor, The Bank of New York Mellon or any of their respective affiliates.
 
The Bank of New York Mellon, located at 240 Greenwich Street, New York, New York 10286, serves as the administrator, custodian, transfer agent and fund
accounting agent for the Fund.
 
Morgan, Lewis & Bockius LLP, located at 1111 Pennsylvania Avenue, N.W., Washington, D.C. 20004, serves as legal counsel to the Trust.
 
Tait, Weller & Baker LLP, located at Two Liberty Place, 50 South 16th Street, Suite 2900, Philadelphia, Pennsylvania 19102, serves as the Fund’s independent
registered public accounting firm. The independent registered public accounting firm is responsible for auditing the annual financial statements of the Fund.
 
SHAREHOLDER INFORMATION
 
CALCULATING NET ASSET VALUE
The Fund calculates NAV by (i) taking the current market value of its total assets, (ii) subtracting any liabilities, and (iii) dividing that amount by the total
number of shares owned by shareholders.
 
The Fund calculates NAV once each business day as of the regularly scheduled close of normal trading on the New York Stock Exchange, LLC (the “NYSE”)
(normally 4:00 p.m. Eastern Time). The NYSE is typically closed on weekends and most national holidays.
 
In calculating NAV, the Fund generally values its portfolio investments at their current market value as reflected by readily available market quotations. When
market quotations are not readily available, the Advisor will determine their fair value as described below and such fair valuations will be used in calculating
the Fund’s NAV.
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FAIR VALUE PRICING
The Board has adopted valuation policies and procedures pursuant to which it has designated the Advisor to determine the fair value of the Fund’s investments,
subject to the Board’s oversight, when market prices for those investments are not readily available, including when they are determined by the Advisor to be
unreliable. Such circumstances may arise when: (i) a security has been de-listed or its trading is halted or suspended; (ii) a security’s primary pricing source is
unable or unwilling to provide a price; (iii) a security’s primary trading market is closed during regular market hours; or (iv) a security’s value has been
materially affected by events occurring after the close of the security’s primary trading market and before the Fund calculates its NAV. Generally, when
determining the fair value of the Fund investment, the Advisor will take into account all reasonably available information that may be relevant to a particular
valuation including, but not limited to, fundamental analytical data regarding the issuer, information relating to the issuer’s business, recent trades or offers of
the security, general and/or specific market conditions and the specific facts giving rise to the need to fair value the security. Fair value determinations are made
in good faith and in accordance with the fair value methodologies established by the Advisor. Due to the subjective and variable nature of determining the fair
value of a security or other investment, there can be no assurance that the Advisor’s determined fair value will match or closely correlate to any market
quotation that subsequently becomes available or the price quoted or published by other sources. In addition, the Fund may not be able to obtain the fair value
assigned to an investment if the Fund were to sell such investment at or near the time its fair value is determined.
 
PREMIUM/DISCOUNT AND BID/ASK SPREAD INFORMATION
The price of the Fund’s shares is based on market price, which may differ from the Fund’s daily NAV per share and can be affected by market forces of supply
and demand, economic conditions and other factors. Information showing the number of days that the market price of the Fund’s shares was greater than the
Fund’s NAV per share (i.e., at a premium) and the number of days it was less than the Fund’s NAV per share (i.e., at a discount) for various time periods is
available by visiting the Fund’s website at www.advisorshares.com. Also available on the Fund’s website is information about bid-ask spreads.
 
DIVIDENDS AND DISTRIBUTIONS
The Fund pays out dividends and distributes its net capital gains, if any, to shareholders at least annually.
 
ACTIVE INVESTORS AND MARKET TIMING
Shares of the Fund are listed for trading on the Exchange, which allows retail investors to purchase and sell individual shares at market prices throughout the
trading day similar to other publicly traded securities. Because these secondary market trades do not involve the Fund directly, it is unlikely that secondary
market trading would cause any harmful effects of market timing, such as dilution, disruption of portfolio management, increases in the Fund’s trading costs or
realization of capital gains. The Board has determined not to adopt policies and procedures designed to prevent or monitor for frequent purchases and
redemptions of the Fund’s shares because the Fund sells and redeems its shares at NAV only in Creation Units pursuant to the terms of a participant agreement
between the Distributor and an authorized participant, either in exchange for (i) a basket of securities that mirrors the composition of the Fund’s portfolio and a
specified amount of cash or (ii) cash. The Fund also imposes transaction fees on such Creation Unit transactions that are designed to offset the Fund’s transfer
and other transaction costs associated with the issuance and redemption of the Creation Unit shares.
 
BOOK-ENTRY
Shares of the Fund are held in book-entry form, which means that no stock certificates are issued. Depository Trust Company (“DTC”), or its nominee, is the
record owner of all outstanding shares of the Fund and is recognized as the owner of all shares.
 
Investors owning shares of the Fund are beneficial owners as shown on the records of DTC or its participants. DTC serves as the securities depository for all
shares. Participants in DTC include securities brokers and dealers, banks, trust companies, clearing corporations and other institutions that directly or indirectly
maintain a custodial relationship with DTC. As a beneficial owner of shares, you are not entitled to receive physical delivery of stock certificates or to have
shares registered in your name, and you are not considered a registered owner of shares. Therefore, to exercise any right as an owner of shares, you must rely
upon the procedures of DTC and its participants (e.g., broker-dealers, banks, trust companies, or clearing companies). These procedures are the same as those
that apply to any stocks that you hold in book-entry or “street name” through your brokerage account.
 
INVESTING IN THE FUND
For more information on how to buy and sell shares of the Fund, call the Trust at 877.843.3831 or visit the Fund’s website at www.advisorshares.com.
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DISTRIBUTION PLAN
 
The Fund has adopted a Distribution Plan pursuant to Rule 12b-1 under the 1940 Act that allows the Fund to pay distribution fees to the Distributor and other
firms that provide distribution services. The Fund will pay distribution fees to the Distributor at an annual rate not to exceed 0.25% of its average daily net
assets. If a service provider provides distribution services, the Distributor will pay the service provider out of its distribution fees.
 
No distribution fees are currently charged to the Fund; there are no plans to impose distribution fees, and no distribution fees will be charged for at least one
year from the date of this Prospectus. However, to the extent distribution fees are charged in the future, because the Fund would pay these fees out of assets on
an ongoing basis, over time these fees may cost you more than other types of sales charges and would increase the cost of your investment. At such time as
distribution fees are charged, the Fund will notify investors by adding disclosure to the Fund’s website and in the Fund’s Prospectus. Any distribution fees will
be approved by the Board.
 
ADDITIONAL TAX INFORMATION
 
The following is a summary of some important tax issues that affect the Fund and its shareholders. The summary is based on current tax law, which may be
changed by legislative, judicial or administrative action. The summary is very general, and does not address investors subject to special rules, such as investors
who hold shares through an IRA, 401(k) or other tax-advantaged accounts. More information about taxes is located in the SAI.
 
You are urged to consult your tax advisor regarding specific questions as to U.S. federal, state and local income taxes.
 
Tax Status of the Fund
The Fund intends to elect and qualify each year for the special tax treatment afforded to a RIC under the Internal Revenue Code. As long as the Fund qualifies
for treatment as a RIC, it pays no federal income tax on the earnings it timely distributes to shareholders. However, the Fund’s failure to qualify as a RIC or to
meet minimum distribution requirements would result (if certain relief provisions were not available) in fund-level taxation and, consequently, a reduction in
income available for distribution to shareholders.
 
Unless you are a tax-exempt entity or your investment in Fund shares is made through a tax-deferred retirement account, such as an IRA, you need to be aware
of the possible tax consequences when:
 

● the Fund makes distributions;
 

● you sell Fund shares; and
 

● you purchase or redeem Creation Units (authorized participants only).
 
Tax Status of Distributions
The Fund intends to distribute, at least annually, substantially all of its net investment income and net capital gains income.
 
The Fund’s distributions from income and net short-term capital gains will generally be taxed to you as ordinary income. For non-corporate shareholders,
dividends reported by the Fund as qualified dividend income are generally eligible for reduced tax rates applicable to long-term capital gains, provided holding
period and other requirements are met. Qualified dividend income generally is income derived from dividends paid by U.S. corporations or certain foreign
corporations that are either incorporated in a U.S. possession or eligible for tax benefits under certain U.S. income tax treaties. In addition, dividends that the
Fund receives in respect of stock of certain foreign corporations may be qualified dividend income if that stock is readily tradable on an established U.S.
securities market. For such dividends to be taxed as qualified dividend income to a non-corporate shareholder, the Fund must satisfy certain holding period
requirements with respect to the underlying stock and the non-corporate shareholder must satisfy holding period requirements with respect to his or her
ownership of the Fund’s shares. Holding periods may be suspended for these purposes for stock that is hedged. In general, dividends received by the Fund from
another ETF taxable as a RIC may be distributed and reported as qualified dividend income by the Fund to the extent the dividend distributions are distributed
and reported as qualified dividend income by the other ETF. Certain of the Fund’s investment strategies will limit its ability to distribute dividends eligible to
be reported as qualified dividend income.
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Corporate shareholders may be entitled to a dividends received deduction for the portion of dividends they receive that are attributable to dividends received by
the Fund from U.S. corporations, subject to certain limitations. The Fund’s investment strategies will limit its ability to distribute dividends eligible for the
dividends received deduction for corporate shareholders.
 
Taxes on distributions of capital gains (if any) are determined by how long the Fund owned the investments that generated them, rather than how long a
shareholder has owned their shares. Sales of assets held by the Fund for more than one year generally result in long-term capital gains and losses, and sales of
assets held by the Fund for one year or less generally result in short-term capital gains and losses. Distributions from the Fund’s short-term capital gains are
generally taxable as ordinary income. Any distributions of net capital gain (the excess of the Fund’s net long-term capital gains over its net short-term capital
losses) that you receive from the Fund generally are taxable as long-term capital gains regardless of how long you have owned your shares. Long-term capital
gains are taxed to non-corporate shareholders at reduced tax rates.
 
Dividends and distributions are generally taxable to you whether you receive them in cash or reinvest them in additional shares.
 
In general, your distributions are subject to federal income tax for the year in which they are paid. However, distributions paid in January but declared by the
Fund in October, November or December of the previous year may be taxable to you in the previous year.
 
A RIC that receives business interest income may pass through its net business interest income for purposes of the tax rules applicable to the interest expense
limitations under Section 163(j) of the Internal Revenue Code. A RIC’s total “Section 163(j) Interest Dividend” for a tax year is limited to the excess of the
RIC’s business interest income over the sum of its business interest expense and its other deductions properly allocable to its business interest income. A RIC
may, in its discretion, designate all or a portion of ordinary dividends as Section 163(j) Interest Dividends, which would allow the recipient shareholder to treat
the designated portion of such dividends as interest income for purposes of determining such shareholder’s interest expense deduction limitation under
Section 163(j). This can potentially increase the amount of a shareholder’s interest expense deductible under Section 163(j). In general, to be eligible to treat a
Section 163(j) Interest Dividend as interest income, you must have held your shares in the Fund for more than 180 days during the 361-day period beginning on
the date that is 180 days before the date on which the share becomes ex-dividend with respect to such dividend. Section 163(j) Interest Dividends, if so
designated by the Fund, will be reported to your financial intermediary or otherwise in accordance with the requirements specified by the IRS.
 
Shortly after the close of each calendar year, the Fund (or your broker) will inform you of the amount of your ordinary income dividends, qualified dividend
income, foreign tax credits, and net capital gain distributions received from the Fund.
 
You may wish to avoid investing in the Fund shortly before a dividend or other distribution, because such a distribution will generally be taxable even though it
may economically represent a return of a portion of your investment.
 
Taxes on Exchange-Listed Share Sales
Any capital gain or loss realized upon a sale of shares held by a shareholder as a capital asset is generally treated as long-term capital gain or loss if the shares
have been held for more than one year and as short-term capital gain or loss if the shares have been held for one year or less, except that any capital loss on the
sale of shares held for six months or less is treated as long-term capital loss to the extent of amounts treated as distributions of long-term capital gains to the
shareholder with respect to such shares. Any loss realized on a sale will be disallowed to the extent shares of the Fund are acquired, including through
reinvestment of dividends, within a 61-day period beginning 30 days before and ending 30 days after the disposition of Fund shares. The ability to deduct
capital losses may be limited.
 
Derivatives and Complex Securities
The Fund may invest in complex securities such as futures contracts. These investments may be subject to numerous and complex tax rules. These rules could
affect the Fund’s ability to qualify as a RIC, affect whether gains and losses recognized by the Fund are treated as ordinary income or loss or capital gain or
loss, accelerate the recognition of income to the Fund, cause income or gain to be recognized even though corresponding cash is not received by the Fund
and/or defer the Fund’s ability to recognize losses. In turn, those rules may affect the amount, timing or character of the income distributed by the Fund.
Additional information regarding the Fund’s investments in complex securities can be found in the Fund’s SAI.
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In order for the Fund to qualify as a RIC under Subchapter M of the Internal Revenue Code, the Fund must, among other requirements detailed in the SAI,
derive at least 90% of its gross income each taxable year from qualifying income and must satisfy certain asset diversification requirements (as described in
more detail in the SAI). The Fund will attempt to restrict its income from investments that it believes do not generate qualifying income including Bitcoin
Futures, to a maximum of 10% of its gross income. However, the Fund may generate more non-qualifying income than anticipated, may not be able to generate
qualifying income in a particular taxable year at levels sufficient to meet the qualifying income requirement, or may not be able to accurately predict the non-
qualifying income from these investments.
 
To comply with the asset diversification test applicable to a RIC, when applicable, the Fund will limit its investments in the Subsidiary to 25% of the Fund’s
total assets at the end of each quarter. If the Fund’s investments in the Subsidiary were to exceed 25% of the Fund’s total assets at the end of a tax quarter, the
Fund may no longer be eligible to be treated as a RIC. The tax treatment of derivative instruments, such as Bitcoin Futures, may be adversely affected by
changes in legislation, regulations or other legally binding authority. Should the IRS issue guidance, or Congress enact legislation, that adversely affects the tax
treatment of the Fund’s use of the Subsidiary, it could limit the Fund’s ability to pursue its investment strategy and the Fund might not qualify as a RIC for one
or more years. In this event, the Fund’s Board may authorize a significant change in investment strategy or other action.
 
Accordingly, the extent to which the Fund invests in Bitcoin Futures directly may be limited by the requirements of Subchapter M of the Internal Revenue
Code, which the Fund must continue to satisfy to maintain its status as a RIC. Failure to comply with such requirements would have significant negative tax
consequences to Fund shareholders. Under certain circumstances, the Fund may be able to cure a failure to meet the qualifying income requirement, but in
order to do so the Fund may incur significant Fund-level taxes, which would effectively reduce (and could eliminate) the Fund’s returns.
 
A U.S. person, including the Fund, who owns (directly or indirectly) 10% or more of the total combined voting power of all classes of stock of 10% or more of
the total value of shares of all classes of stock of a foreign corporation is a “U.S. Shareholder” for purposes of the controlled foreign corporation (“CFC”)
provisions of the Internal Revenue Code. A CFC is a foreign corporation that, on any day of its taxable year, is owned (directly, indirectly, or constructively)
more than 50% (measured by voting power or value) by U.S. Shareholders. Because of its investment in the Subsidiary, the Fund is a U.S. Shareholder in a
CFC. As a U.S. Shareholder, the Fund is required to include in gross income for U.S. federal income tax purposes for each taxable year of the Fund its pro rata
share of its CFC’s “Subpart F” income (discussed further below) and any “global intangible low-taxed income” (“GILTI”) for the CFC’s taxable year ending
within the Fund’s taxable year whether or not such income is actually distributed by the CFC. GILTI generally includes the active operating profits of the CFC,
reduced by a deemed return on the tax basis of the CFC’s depreciable tangible assets.
 
The Fund may gain some of its exposure to the bitcoin markets through its investment in its own Subsidiary, which invests directly in Bitcoin Futures. The
Fund’s investment in the Subsidiary is expected to provide the Fund with exposure to the bitcoin markets within the limitations of the federal tax requirements
of Subchapter M of the Internal Revenue Code for qualification as a RIC. The “Subpart F” income (defined in Section 951 of the Internal Revenue Code to
include passive income, including from commodity-linked derivatives) of the Fund attributable to its investment in the Subsidiary is “qualifying income” to the
Fund to the extent that such income is derived with respect to the Fund’s business of investing in stock, securities or currencies. The Fund expects its “Subpart
F” income attributable to its investment in its Subsidiary to be derived with respect to the Fund’s business of investing in stock, securities or currencies and
accordingly expects its “Subpart F” income attributable to its investment in the Subsidiary to be treated as “qualifying income.” In addition, the Fund intends to
cause the Subsidiary to make distributions that would allow the Fund to make timely distributions to its shareholders. The Fund generally will be required to
include in its own taxable income the income of the Subsidiary for a tax year, if applicable, regardless of whether the Fund receives a distribution of the
Subsidiary’s income in that tax year, and this income would nevertheless be subject to the distribution requirement for qualification as a RIC and would be
taken into account for purposes of the 4% excise tax. The Advisor will carefully monitor the Fund’s investments in the Subsidiary to ensure that no more than
25% of the Fund’s assets are invested in the Subsidiary.
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Subpart F income and GILTI are treated as ordinary income, regardless of the character of the CFC’s underlying income. Net losses incurred by a CFC during a
tax year do not flow through to the Fund and thus will not be available to offset income or capital gain generated from the Fund’s other investments. In
addition, net losses incurred by a CFC during a tax year generally cannot be carried forward by the CFC to offset gains realized by it in subsequent taxable
years. To the extent the Fund invests in the Subsidiary and recognizes “Subpart F” income or GILTI in excess of actual cash distributions from the Subsidiary,
if any, it may be required to sell assets (including when it is not advantageous to do so) to generate the cash necessary to distribute as dividends to its
shareholders all of its income and gains and therefore to eliminate any tax liability at the Fund level. “Subpart F” income also includes the excess of gains over
losses from transactions (including futures, forward and other similar transactions) in commodities.
 
The Fund’s recognition of any “Subpart F” income or GILTI from an investment in the Subsidiary will increase the Fund’s tax basis in the Subsidiary.
Distributions by the Subsidiary to the Fund, including in redemption of the Subsidiary’s shares, will be tax free, to the extent of the Subsidiary’s previously
undistributed “Subpart F” income or GILTI, and will correspondingly reduce the Fund’s tax basis in the Subsidiary, and any distributions in excess of the
Fund’s tax basis in the Subsidiary will be treated as realized gain. Any losses with respect to the Fund’s shares of the Subsidiary will not be currently
recognized. The Fund’s investment in the Subsidiary will potentially have the effect of accelerating the Fund’s recognition of income and causing its income to
be treated as ordinary income, regardless of the character of the Subsidiary’s income. If a net loss is realized by the Subsidiary, such loss is generally not
available to offset the income earned by the Fund. In addition, the net losses incurred during a taxable year by the Subsidiary cannot be carried forward by the
Subsidiary to offset gains realized by it in subsequent taxable years. The Fund will not receive any credit in respect of any non-U.S. tax borne by the
Subsidiary.
 
If the Fund fails to qualify as a RIC and to avail itself of certain relief provisions, it would be subject to tax at the regular corporate rate without any deduction
for distributions to shareholders, and its distributions would generally be taxable as dividends. Please see the SAI for a more detailed discussion, including the
availability of certain relief provisions for certain failures by the Fund to qualify as a RIC.
 
Net Investment Income Tax
U.S. individuals with income exceeding certain thresholds are subject to a 3.8% tax on all or a portion of their “net investment income,” including interest,
dividends, and certain capital gains (generally including capital gain distributions and capital gains realized on the sale or exchange of shares). This 3.8% tax
also applies to all or a portion of the undistributed net investment income of certain shareholders that are estates and trusts.
 
Non-U.S. Investors
If you are not a citizen or permanent resident of the United States, the Fund’s ordinary income dividends will generally be subject to a 30% U.S. withholding
tax, unless a lower treaty rate applies or unless such income is effectively connected with a U.S. trade or business. The 30% withholding tax generally will not
apply to distributions of net capital gain. The Fund may, under certain circumstances, report all or a portion of a dividend as an “interest-related dividend” or a
“short-term capital gain dividend,” which would generally be exempt from this 30% U.S. withholding tax, provided certain other requirements are met. Short-
term capital gain dividends received by a nonresident alien individual who is present in the U.S. for a period or periods aggregating 183 days or more during
the taxable year are not exempt from this 30% withholding tax. Different tax consequences may result if you are a foreign shareholder engaged in a trade or
business within the United States or if you are a foreign shareholder entitled to claim the benefits of a tax treaty.
 
Foreign Taxes
Dividends, interest, and other income received by the Fund and the ETFs in which the Fund invests with respect to foreign securities may give rise to
withholding and other taxes imposed by foreign countries. Tax conventions between certain countries and the United States may reduce or eliminate such taxes.
 
Foreign tax credits, if any, received by the Fund as a result of an investment in another RIC (including an ETF which is taxable as a RIC) will not be passed
through to you unless the Fund qualifies as a “qualified fund of funds” under the Internal Revenue Code. The Fund will be treated as a “qualified fund of
funds” under the Internal Revenue Code if at least 50% of the value of the Fund’s total assets (at the close of each quarter of the Fund’s taxable year) is
represented by interests in other RICs. The Fund (or its administrative agent) will notify you if it makes any of the aforementioned elections and provide you
with the information necessary to reflect foreign taxes paid on your income tax return.
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Backup Withholding
The Fund (or financial intermediaries, such as brokers, through which shareholders own Fund shares) will be required in certain cases to withhold (as “backup
withholding”) on amounts payable to any shareholder who (1) has provided the Fund either an incorrect tax identification number or no number at all, (2) is
subject to backup withholding by the IRS for failure to properly report payments of interest or dividends, (3) has failed to certify to the Fund that such
shareholder is not subject to backup withholding, or (4) has not certified that such shareholder is a U.S. person (including a U.S. resident alien). The backup
withholding rate is 24%. Backup withholding will not, however, be applied to payments that have been subject to the 30% withholding tax applicable to
shareholders who are neither citizens nor residents of the United States.
 
Taxes on Creation and Redemption of Creation Units
An authorized participant who purchases a Creation Unit by exchanging securities in-kind generally will recognize a gain or loss equal to the difference
between (a) the sum of the market value of the Creation Units at the time and any net cash received, and (b) the sum of the purchaser’s aggregate basis in the
securities surrendered and any net cash paid for the Creation Units. An authorized participant who redeems Creation Units will generally recognize a gain or
loss equal to the difference between (x) the sum of the redeemer’s basis in the Creation Units and any net cash paid, and (y) the sum of the aggregate market
value of the securities received and any net cash received. The IRS, however, may assert that a loss that is realized upon an exchange of securities for Creation
Units may not be currently deducted under the rules governing “wash sales” by an authorized participant that does not mark-to-market its holdings, or on the
basis that there has been no significant change in economic position. Authorized participants should consult their own tax advisor with respect to whether wash
sales rules apply and when a loss might be deductible.
 
The Fund has the right to reject an order for Creation Units if the purchaser (or a group of purchasers) would, upon obtaining the shares so ordered, own 80% or
more of the outstanding shares of the Fund and if, pursuant to section 351 of the Internal Revenue Code, the Fund would have a basis in the deposit securities
different from the market value of such securities on the date of deposit. The Fund also has the right to require information necessary to determine beneficial
share ownership for purposes of the 80% determination. If the Fund does issue Creation Units to a purchaser (or a group of purchasers) that would, upon
obtaining the Creation Units so ordered, own 80% or more of the outstanding shares of the Fund, the purchaser (or a group of purchasers) will not recognize
gain or loss upon the exchange of securities for Creation Units.
 
The Fund may include cash when paying the redemption price for Creation Units in addition to, or in place of, the delivery of a basket of securities. The Fund
may be required to sell portfolio securities in order to obtain the cash needed to distribute redemption proceeds. This may cause the Fund to recognize
investment income and/or capital gains or losses that it might not have recognized if it had completely satisfied the redemption in-kind. As a result, the Fund
may be less tax efficient if it includes such a cash payment than if the in-kind redemption process was used.
 
Persons exchanging securities or non-U.S. currency for Creation Units should consult their own tax advisors with respect to the tax treatment of any creation or
redemption transaction. If you purchase or redeem Creation Units, you will be sent a confirmation statement showing how many Fund shares you purchased or
redeemed and at what price.
 
The foregoing discussion summarizes some of the consequences under current federal tax law of an investment in the Fund. It is not a substitute for personal
tax advice. Consult your personal tax advisor about the potential tax consequences to you of an investment in the Fund under all tax laws applicable to you.
 
More information about taxes is in the SAI.
 
FINANCIAL HIGHLIGHTS
 
The financial highlights table is intended to help you understand the Fund’s financial performance since the Fund commenced operations. Certain information
reflects financial results for a single Fund share. The total returns in the table represent the rate that an investor would have earned or lost on an investment in
the Fund (assuming reinvestment of all dividends and distributions). This information has been derived from the financial statements audited by Tait, Weller &
Baker LLP, an independent registered public accounting firm, whose report, along with the Fund’s financial statements, are included in the Fund’s Annual
Report, which is available upon request.
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ADVISORSHARES TRUST — Financial Highlights
 

 
 

 

For the period
 April 27,

 2022* to  
  June 30,  
AdvisorShares Managed Bitcoin Strategy ETF  2022  
Selected Data for a Share of Capital Stock Outstanding     
Net Asset Value, Beginning of Year/Period  $ 25.00 
Investment Operations     
Net Investment Loss(1)   (0.01)
Net Realized and Unrealized Loss   (10.23)

Net Decrease in Net Assets Resulting from Investment Operations(2)   (10.24)
Net Asset Value, End of Year/Period  $ 14.76 
Market Value, End of Year/Period  $ 14.73 
Total Return     
Total Investment Return Based on Net Asset Value(3)   (40.95)%
Total Investment Return Based on Market(3)   (41.08)%
Ratios/Supplemental Data     
Net Assets, End of Year/Period (000’s omitted)  $ 517 
Ratio to Average Net Assets of: (5)     
Expenses, net of expense waivers and reimbursements(4)   1.49%
Expenses, prior to expense waivers and reimbursements(4)   59.15%
Net Investment Loss(4)   (0.37)%
Portfolio Turnover Rate(6)   42%
 
 

* Commencement of operations.
(1) Based on average shares outstanding.
(2) The amount shown for a share distribution throughout the period may not correlate with the Statement of Operations for the period due to the timing of

sales and repurchases of Fund Shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.
(3) Net asset value total investment return is calculated assuming an initial investment made at the net asset value at the beginning of the period, reinvestment

of all dividends and distributions on ex-date, if any, at net asset value during the period, and redemption on the last day of the period. Periods less than one
year are not annualized. Market value total return is calculated assuming an initial investment made at the market value at the beginning of the period,
reinvestment of all dividends and distributions at market value during the period on pay date, and sale at the market value on the last day of the period.

(4) Ratios of periods of less than one year have been annualized. Excludes expenses incurred by the underlying investments in other funds.
(5) The Fund invests in other funds and indirectly bear their proportionate shares of fees and expenses incurred by the funds in which the Fund is invested.

These ratios do not include these indirect fees and expenses.
(6) Portfolio turnover rate is not annualized and excludes the value of portfolio securities received or delivered as in-kind creations or redemptions of the

Fund’s capital shares.
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ADVISORSHARES MANAGED BITCOIN STRATEGY ETF

 

Advisor
AdvisorShares Investments, LLC
4800 Montgomery Lane, Suite 150

Bethesda, Maryland 20814

Sub-Advisor
Morgan Creek Capital Management, LLC

301 West Barbee Chapel Road, Suite 200
Chapel Hill, North Carolina 27517

Distributor
Foreside Fund Services, LLC
Three Canal Plaza, Suite 100

Portland, Maine 04101

Legal Counsel
Morgan, Lewis & Bockius LLP
1111 Pennsylvania Avenue, NW

Washington, DC 20004

Administrator, Custodian & Transfer Agent
The Bank of New York Mellon

240 Greenwich Street
New York, New York 10286

 
ADDITIONAL INFORMATION
 
Additional and more detailed information about the Fund is included in the Fund’s SAI. The SAI has been filed with the SEC and is incorporated by reference
into this Prospectus and, therefore, legally forms a part of this Prospectus. The SEC maintains the EDGAR database on its website (http://www.sec.gov), which
contains the SAI, material incorporated by reference, and other information about the Fund. You may request documents from the SEC, upon payment of a
duplication fee, by emailing the SEC at publicinfo@sec.gov.
 
You may obtain a copy of the SAI and the Annual and Semi-Annual Reports without charge by calling 877.843.3831, visiting the website at
www.advisorshares.com, or writing to the Trust at 4800 Montgomery Lane, Suite 150, Bethesda, Maryland 20814. Additional information about the Fund’s
investments is available in the Fund’s Annual and Semi-Annual Reports. Also in the Fund’s Annual Report is a discussion of the market conditions and
investment strategies that significantly affected the Fund’s performance during the last fiscal year.
 
No one has been authorized to give any information or to make any representations not contained in this Prospectus or in the SAI in connection with the
offering of Fund shares. Do not rely on any such information or representations as having been authorized by the Fund. This Prospectus does not
constitute an offering by the Fund in any jurisdiction where such an offering is not lawful.
 
The Trust’s SEC Investment Company Act File Number is 811-22110.
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