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MLP & ENERGY INFRASTRUCTURE FUND 

PRINCIPAL RISKS OF INVESTING 
 
 

The Fund’s principal risks are mentioned below in alphabetical order. Before you decide whether to 

invest in the Fund, carefully consider these risk factors and special considerations associated with 

investing in the Fund, which may cause you to lose part or all of your investment in the Fund. 

 
Capital Markets Risk. MLPs normally pay out the majority of their operating cash flows to partners. 

Therefore, MLPs and other issuers in which the Fund invests may rely significantly on capital markets for 

access to equity and debt financing in order to fund organic growth projects and acquisitions. Should 

market conditions limit issuers’ access to capital markets, their distribution growth prospects could be at 

risk. 

  

Counterparty Risk. Counterparty risk is the risk that the other party or parties to an agreement or a 

participant to a transaction, such as a broker, might default on a contract or fail to perform by failing to 

pay amounts due or failing to fulfill the obligations of the contract or transaction. 

 

Credit Risk. If an issuer or guarantor of a debt security held by the Fund or a counterparty to a financial 

contract with the Fund defaults or is downgraded or is perceived to be less creditworthy, or if the value 

of the assets underlying a security declines, the value of the Fund’s portfolio will typically decline. 

 

Cybersecurity Risk. Cybersecurity incidents may allow an unauthorized party to gain access to Fund 

assets, customer data (including private shareholder information), or proprietary information, or cause the 

Fund, the Advisor, and/or other service providers (including custodians, sub-custodians, transfer agents 

and financial intermediaries) to suffer data breaches, data corruption or loss of operational functionality. 

In an extreme case, a shareholder’s ability to exchange or redeem Fund shares may be affected. 

 

Derivatives Risk. Derivatives include instruments and contracts that are based on and valued in relation 

to one or more underlying securities, financial benchmarks, indices, or other reference obligations or 

measures of value. Depending on how the Fund uses derivatives and the relationship between the market 

value of the derivative and the underlying instrument, the use of derivatives could increase or decrease 

the Fund’s exposure to the risks of the underlying instrument. Using derivatives can have a leveraging 

effect and increase fund volatility. A small investment in derivatives could have a potentially large impact 

on the Fund’s performance. Derivatives transactions can be highly illiquid and difficult to unwind or value, 
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and changes in the value of a derivative held by the Fund may not correlate with the value of the underlying 

instrument or the Fund’s other investments. Many of the risks applicable to trading the instruments 

underlying derivatives are also applicable to derivatives trading. However, additional risks are associated 

with derivatives trading that are possibly greater than the risks associated with investing directly in the 

underlying instruments. These additional risks include but are not limited to, illiquidity risk and 

counterparty credit risk. For derivatives that are required to be cleared by a regulated clearinghouse, other 

risks may arise from the Fund’s relationship with a brokerage firm through which it submits derivatives 

trades for clearing, including in some cases from other clearing customers of the brokerage firm. The 

Fund would also be exposed to counterparty risk with respect to the clearinghouse. Financial reform laws 

have changed many aspects of financial regulation applicable to derivatives. Once implemented, new 

regulations, including margin, clearing, and trade execution requirements, may make derivatives more 

costly, may limit their availability, may present different risks or may otherwise adversely affect the value 

or performance of these instruments. The extent and impact of these regulations are not yet fully known 

and may not be known for some time. 

 

Energy and Natural Resource Company Risk. Under normal circumstances, the Fund concentrates its 

investments in the energy infrastructure sector and may invest a significant portion of its assets in the 

natural resources sector of the economy, which includes a number of risks, including the following: supply 

and demand risk, depletion and exploration risk, marine transportation companies risk, regulatory risk, 

commodity pricing risk, weather risk, cash flow risk, affiliated party risk, catastrophe risk, acquisition risk, 

and natural resources sector risk. For example, recent decreases in oil prices may have have had a 

substantial impact on the prices of publicly-traded equity securities of energy infrastructure companies. 

 

Equity Risk. The value of the equity securities held by the Fund may fall due to general market and 

economic conditions, perceptions regarding the industries in which the issuers of securities held by the 

Fund participate, or factors relating to specific companies in which the Fund invests. 

 

ETF Risk. Investing in an ETF will provide the Fund with exposure to the securities comprising the index 

on which the ETF is based and will expose the Fund to risks similar to those of investing directly in those 

securities. Shares of ETFs typically trade on securities exchanges and may at times trade at a premium 

or discount to their net asset values. In addition, an ETF may not replicate exactly the performance of the 

benchmark index it seeks to track for a number of reasons, including transaction costs incurred by the 

ETF, the temporary unavailability of certain index securities in the secondary market or discrepancies 

between the ETF and the index with respect to the weighting of securities or the number of securities 

held. Investing in ETFs, which are investment companies, involves duplication of advisory fees and certain 

other expenses. The Fund will pay brokerage commissions in connection with the purchase and sale of 

shares of ETFs. 
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ETN Risk. ETNs are debt securities that combine certain aspects of ETFs and bonds. ETNs are not 

investment companies and thus are not regulated under the 1940 Act. ETNs, like ETFs, are traded on 

stock exchanges and generally track specified market indices, and their value depends on the 

performance of the underlying index and the credit rating of the issuer. ETNs may be held to maturity, but 

unlike bonds there are no periodic interest payments and principal is not protected. 

 

Fixed Income Securities Risk. The prices of fixed income securities respond to economic developments, 

particularly interest rate changes, as well as to changes in an issuer’s credit rating or market perceptions 

about the creditworthiness of an issuer. Generally fixed income securities decrease in value if interest 

rates rise and increase in value if interest rates fall, and longer-term and lower rated securities are more 

volatile than shorter-term and higher rated securities. 

 

Foreign Investment Risk. The prices of foreign securities may be more volatile than the prices of 

securities of U.S. issuers because of economic and social conditions abroad, political developments, and 

changes in the regulatory environments of foreign countries. In addition, changes in exchange rates and 

interest rates may adversely affect the values of the Fund’s foreign investments. Foreign companies are 

generally subject to different legal and accounting standards than U.S. companies, and foreign financial 

intermediaries may be subject to less supervision and regulation than U.S. financial firms. Foreign 

securities include ADRs. Unsponsored ADRs are organized independently and without the cooperation of 

the foreign issuer of the underlying securities, and involve additional risks because U.S. reporting 

requirements do not apply. In addition, the issuing bank may deduct shareholder distribution, custody, 

foreign currency exchange, and other fees from the payment of dividends. 

 

General MLP Risk. MLPs historically have shown sensitivity to interest rate movements. In an increasing 

interest rate environment, MLPs may experience upward pressure on their yields in order to stay 

competitive with other interest rate sensitive securities. Also, a significant portion of the market value of 

an MLP may be based upon its current yield. Accordingly, the prices of MLP units may be sensitive to 

fluctuations in interest rates and may decline when interest rates rise. 

  

Hedging Risk. It is not possible to hedge fully or perfectly against any risk. While hedging can reduce 

losses, it can also reduce or eliminate gains or cause losses if the market moves in a different manner 

than anticipated by the Fund or if the cost of the derivative outweighs the benefit of the hedge. Hedging 

also involves the risk that changes in the value of the derivative will not match those of the holdings being 

hedged as expected by the Fund, in which case any losses on the holdings being hedged may not be 

reduced or may be increased. There can be no assurance that the Fund’s hedging strategies will be 

effective or that hedging transactions will be available to the Fund. The Fund is not required to engage in 

hedging transactions at any given time or from time to time, even under volatile market environment and 
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the Fund may choose not to do so from time to time. 

 

High Yield (“Junk”) Bond Risk. High yield bonds are debt securities rated below investment grade (often 

called “junk bonds”). Junk bonds are speculative, involve greater risks of default, downgrade, or price 

declines and are more volatile and tend to be less liquid than investment-grade securities. Companies 

issuing high yield bonds are less financially strong, are more likely to encounter financial difficulties, and 

are more vulnerable to adverse market events and negative sentiments than companies with higher credit 

ratings. 

 

Interest Rate Risk. MLPs and other higher yield securities historically have shown sensitivity to interest 

rate movements. In an increasing interest rate environment, these types of securities may experience 

upward pressure on their yields in order to stay competitive with other interest rate sensitive securities. 

Also, significant portions of the market value of MLPs and other higher yield securities may be based 

upon their current yields. Accordingly, the prices of these securities may be sensitive to fluctuations in 

interest rates and may decline when interest rates rise. 

  

IPO Risk. The market value of IPO shares will fluctuate considerably due to factors such as the absence 

of a prior public market, unseasoned trading, the small number of shares available for trading and limited 

information about the issuer. The purchase of IPO shares may involve high transaction costs. IPO shares 

are subject to market risk and liquidity risk. 

 

Leveraging Risk. Certain transactions, including the use of derivatives, may give rise to a form of 

leverage. To mitigate leveraging risk, the Fund’s custodian will segregate or identify liquid assets or 

otherwise cover the transactions that may give rise to such risk.    Leveraging may cause the Fund to 

liquidate portfolio positions to satisfy its obligations or to meet segregation requirements when it may not 

be advantageous to do so. Leveraging may cause the Fund to be more volatile than if the Fund had not 

been leveraged.    

 

Liquidity Risk. The Fund may not be able to sell some or all of the investments that it holds due to a lack 

of demand in the marketplace or other factors such as market turmoil, or if the Fund is forced to sell an 

illiquid asset to meet redemption requests or other cash needs it may only be able to sell those 

investments at a loss. In addition, the reduction in dealer market-making capacity in the fixed income 

markets that has occurred in recent years has the potential to decrease the liquidity of the Fund’s 

investments. Illiquid assets may also be difficult to value. 

 

Management and Strategy Risk. The value of your investment depends on the judgment of the Advisor 

about the quality, relative yield, value or market trends affecting a particular security, industry, sector or 
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region, which may prove to be incorrect. Investment strategies employed by the Advisor in selecting 

investments for the Fund may not result in an increase in the value of your investment or in overall 

performance equal to other investments. 

 

Market Risk. The market price of a security or instrument may decline, sometimes rapidly or 

unpredictably, due to general market conditions that are not specifically related to a particular company, 

such as real or perceived adverse economic or political conditions throughout the world, changes in the 

general outlook for corporate earnings, changes in interest or currency rates or adverse investor sentiment 

generally. The market value of a security or instrument also may 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. 

 

MLP Units Risk. An investment in MLP units involves some risks which differ from an investment in the 

common stock of a corporation. Holders of MLP units generally have limited control and voting rights on 

matters affecting the partnership. The value of the Fund’s investment in MLPs depends largely on the 

MLPs being treated as partnerships for U.S. federal income tax purposes. If an MLP does not meet current 

legal requirements to maintain partnership status, or if it is unable to do so because of tax law changes, 

it would be taxed as a corporation and there could be a material decrease in the value of its securities. 

 

Non-Diversification Risk. The Fund is classified as “non-diversified,” which means the Fund may invest 

a larger percentage of its assets in the securities of a smaller number of issuers than a diversified fund. 

Investment in securities of a limited number of issuers exposes the Fund to greater market risk and 

potential losses than if its assets were diversified among the securities of a greater number of issuers. 

 

Options Risk. Purchasing and writing put and call options are highly specialized activities and entail 

greater than ordinary investment risks. The Fund may not fully benefit from or may lose money on an 

option if changes in its value do not correspond as anticipated to changes in the value of the underlying 

securities. If the Fund is not able to sell an option held in its portfolio, it would have to exercise the option 

to realize any profit and would incur transaction costs upon the purchase or sale of the underlying 

securities. Ownership of options involves the payment of premiums, which may adversely affect the 

Fund’s performance. To the extent that the Fund invests in over-the-counter options, the Fund may be 

exposed to counterparty risk. 

 

Preferred Stock Risk. Preferred stock represents an equity interest in a company that generally entitles 

the holder to receive, in preference to the holders of other stocks such as common stock, dividends and 

a fixed share of the proceeds resulting from a liquidation of the company. The market value of preferred 

stock is subject to company-specific and market risks applicable generally to equity securities and is also 
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sensitive to changes in the company’s creditworthiness, the ability of the company to make payments on 

the preferred stock, and changes in interest rates, typically declining in value if interest rates rise. 

 

Small-Cap and Mid-Cap Company Risk. The securities of small-capitalization and mid-capitalization 

companies may be subject to more abrupt or erratic market movements and may have lower trading 

volumes or more erratic trading than securities of larger, more established companies or market averages 

in general. In addition, such companies typically are more likely to be adversely affected than large 

capitalization companies by changes in earning results, business prospects, investor expectations or poor 

economic or market conditions. 

 

Tax Risk. The Fund has elected to be, and intends to qualify each year for treatment as, a “regulated 

investment company” under the Code. To maintain qualification for federal income tax purposes as a 

regulated investment company under the Code, the Fund must meet certain source-of-income, asset 

diversification and annual distribution requirements, as discussed in detail in the prospectus under 

“Federal Income Tax Consequences.” 

 

Depreciation or other cost recovery deductions passed through to the Fund from investments in MLPs in 

a given year will generally reduce the Fund’s taxable income, but those deductions may be recaptured in 

the Fund’s income in one or more subsequent years. When recognized and distributed, recapture income 

will generally be taxable to shareholders at the time of the distribution at ordinary income tax rates, even 

though those shareholders might not have held shares in the Fund at the time the deductions were taken 

by the Fund, and even though those shareholders will not have corresponding economic gain on their 

shares at the time of the recapture. In order to distribute recapture income or to fund redemption requests, 

the Fund may need to liquidate investments, which may lead to additional recapture income. 


