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The information in this Prospectus is not complete and may be changed. The Trust may not sell these securities
until the registration statement filed with the Securities and Exchange Commission is effective. This Prospectus
is not an offer to sell these securities and is not soliciting an offer to buy these securities in any jurisdiction
where the offer or sale is not permitted.

Subject to Completion

Preliminary Prospectus dated October 31, 2016

PROSPECTUS

[Date]

VanEck Vectors™
AMT-Free
National
Municipal Index
ETF (MUNY)

Principal U.S. Listing Exchange for the Fund: BATS Global Markets, Inc.

The U.S. Securities and Exchange Commission (“SEC”) has not approved or disapproved these securities or passed
upon the accuracy or adequacy of this Prospectus. Any representation to the contrary is a criminal offense.
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Summary Information

VanEck Vectors AMT-Free NATIONAL municipal index etf

Investment Objective

VanEck Vectors™ AMT-Free National Municipal Index ETF (the “Fund”) seeks to replicate as closely as possible, before
fees and expenses, the price and yield performance of the Bloomberg Barclays AMT-Free National Municipal Index
(the “Index”).

Fund Fees and Expenses

The following tables describe the fees and expenses that you may pay if you buy and hold shares of the Fund (“Shares”).

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 Fee [    ]%
Other Expenses(a) [    ]%
Total Annual Fund Operating Expenses(b) [    ]%

(a)“Other Expenses” are based on estimated amounts for the current fiscal year.

(b)

The investment management agreement between VanEck Vectors ETF Trust (the “Trust”) and Van Eck Associates
Corporation (the “Adviser”) provides that the Adviser will pay all expenses of the Fund, except for the fee payment
under the investment management agreement, interest expense, offering costs, trading expenses, taxes and
extraordinary expenses.

Expense Example

This example is intended to help you compare the cost of investing in the Fund with the cost of investing in other
funds. This example does not take into account brokerage commissions that you pay when purchasing or selling
Shares of the Fund.
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The example assumes that you invest $10,000 in the Fund for the time periods indicated and then redeem all of your
Shares at the end of those periods. The example also assumes that your investment has a 5% annual return 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:

YEAREXPENSES
1 $[  ]
3 $[  ]

Portfolio Turnover

The Fund will pay transaction costs, such as commissions, when it purchases and sells securities (or “turns over” its
portfolio). A higher portfolio turnover will cause the Fund to incur additional transaction costs and may result in
higher taxes when Fund Shares are held in a taxable account. These costs, which are not reflected in annual fund
operating expenses or in the example, may affect the Fund’s performance. Because the Fund is newly organized, no
portfolio turnover figures are available.

3
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Principal Investment Strategies

The Fund normally invests at least 80% of its total assets in securities that comprise the Fund’s benchmark index. The
Index is comprised of publicly traded municipal bonds that cover the U.S. dollar-denominated investment grade and
high yield tax-exempt bond market. The Index tracks the municipal bond market with a 75% weight in investment
grade municipal bonds (i.e., rated Baa3/BBB- rated or higher) and the high yield municipal bond market with a 25%
weight in non-investment grade municipal bonds (i.e., unrated or rated Ba1/BB+ or lower). The Fund’s 80%
investment policy is non-fundamental and may be changed without shareholder approval upon 60 days’ prior written
notice to shareholders.

The Fund has adopted a fundamental investment policy to invest at least 80% of its assets in municipal securities. For
purposes of this policy, the term “assets” means net assets plus the amount of any borrowings for investment purposes.
This percentage limitation applies at the time of the investment.

The Fund, using a “passive” or indexing investment approach, attempts to approximate the investment performance of
the Index. Because of the practical difficulties and expense of purchasing all of the securities in the Index, the Fund
does not purchase all of the securities in the Index. Instead, the Adviser utilizes a “sampling” methodology in seeking to
achieve the Fund’s objective. As such, the Fund may purchase a subset of the securities in the Index in an effort to hold
a portfolio of bonds with generally the same risk and return characteristics of the Index.

The Fund is classified as a non-diversified fund and, therefore, may invest a greater percentage of its assets in a
particular issuer. The Fund may concentrate its investments in a particular industry or group of industries to the extent
that the Index concentrates in an industry or group of industries. As of September 30, 2016, the health care, general
obligations, industrial development revenue, transportation and special tax (i.e., revenue bonds backed by a specific
tax) sectors each represented a significant portion of the Index.

As of September 30, 2016, approximately 18% of the Index consisted of municipal bonds issued by issuers located in
California and approximately 14% of the Index consisted of municipal bonds issued by issuers located in New York.

Principal Risks of Investing in the Fund

Investors in the Fund should be willing to accept a high degree of volatility in the price of the Fund’s Shares and
the possibility of significant losses. An investment in the Fund involves a substantial degree of risk. An
investment in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit
Insurance Corporation or any other government agency. Therefore, you should consider carefully the following
risks before investing in the Fund, each of which could significantly and adversely affect the value of an
investment in the Fund.
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Municipal Securities Risk. Municipal securities are subject to the risk that litigation, legislation or other political
events, local business or economic conditions or the bankruptcy of the issuer could have a significant effect on an
issuer’s ability to make payments of principal and/or interest. Certain municipalities may have difficulty meeting their
obligations due to, among other reasons, changes in underlying demographics. Municipal securities can be
significantly affected by political changes as well as uncertainties in the municipal market related to taxation,
legislative changes or the rights of municipal security holders. Because many municipal securities are issued to
finance similar projects, especially those relating to education, health care, transportation and utilities, conditions in
those sectors can affect the overall municipal market. In addition, changes in the financial condition of an individual
municipal insurer can affect the overall municipal market. Municipal securities may include revenue bonds, which are
generally backed by revenue from a specific project or tax. The issuer of a revenue bond makes interest and principal
payments from revenues generated from a particular source or facility, such as a tax on particular property or revenues
generated from a municipal water or sewer utility or an airport. Revenue bonds generally are not backed by the full
faith and credit and general taxing power of the issuer. The market for municipal bonds may be less liquid than for
taxable bonds. The value and liquidity of many municipal securities have decreased as a result of the recent financial
crisis, which has also adversely affected many municipal securities issuers and may continue to do so. There may be
less information available on the financial condition of issuers of municipal securities than for public corporations.

Credit Risk. Bonds are subject to credit risk. Credit risk refers to the possibility that the issuer or guarantor of a
security will be unable and/or unwilling to make timely interest payments and/or repay the principal on its debt or to
otherwise honor its obligations. Bonds are subject to varying degrees of credit risk, depending on the issuer’s financial
condition and on the terms

4
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of the securities, which may be reflected in credit ratings. There is a possibility that the credit rating of a bond may be
downgraded after purchase or the perception of an issuer’s credit worthiness may decline, which may adversely affect
the value of the security. The Fund may hold securities that are insured by a bond insurer. A downgrade of the credit
rating of such bond insurer may cause the value of the insured security to decline.

Interest Rate Risk. Bonds are also subject to interest rate risk. Interest rate risk refers to fluctuations in the value of a
bond resulting from changes in the general level of interest rates. When the general level of interest rates goes up, the
prices of most bonds go down. When the general level of interest rates goes down, the prices of most bonds go up.
The historically low interest rate environment increases the risk associated with rising interest rates, including the
potential for periods of volatility and increased redemptions. The Fund may face a heightened level of interest rate
risk, since the U.S. Federal Reserve Board recently ended its quantitative easing program and has begun to raise rates.
In addition, bonds with longer durations tend to be more sensitive to interest rate changes, usually making them more
volatile than bonds with shorter durations.

Call Risk. The Fund may invest in callable bonds. If interest rates fall, it is possible that issuers of callable securities
will “call” (or prepay) their bonds before their maturity date. If a call were exercised by the issuer during or following a
period of declining interest rates, the Fund is likely to have to replace such called security with a lower yielding
security. If that were to happen, it would decrease the Fund’s net investment income.

High Yield Securities Risk. Securities rated below investment grade are commonly referred to as high yield securities
or “junk bonds.” Junk bonds are often issued by issuers that are restructuring, are smaller or less creditworthy than other
issuers, or are more highly indebted than other issuers. Junk bonds are subject to greater risk of loss of income and
principal than higher rated securities and are considered speculative. The prices of junk bonds are likely to be more
sensitive to adverse economic changes or individual issuer developments than higher rated securities. During an
economic downturn or substantial period of rising interest rates, junk bond issuers may experience financial stress that
would adversely affect their ability to service their principal and interest payment obligations, to meet their projected
business goals or to obtain additional financing. In the event of a default, the Fund may incur additional expenses to
seek recovery. The secondary market for securities that are junk bonds may be less liquid than the markets for higher
quality securities and, as such, may have an adverse effect on the market prices of and the Fund’s ability to arrive at a
fair value for certain securities. The illiquidity of the market also could make it difficult for the Fund to sell certain
securities in connection with a rebalancing of the Index. In addition, periods of economic uncertainty and change may
result in an increased volatility of market prices of high yield securities and a corresponding volatility in the Fund’s net
asset value (“NAV”).

California Risk. The Fund may invest a significant portion of its assets in municipal obligations of issuers located in
the State of California. Consequently, the Fund may be affected by political, economic, regulatory and other
developments within California and by the financial condition of California’s political subdivisions, agencies,
instrumentalities and public authorities.

New York Risk. The Fund may invest a significant portion of its assets in municipal obligations of issuers located in
the State of New York and, therefore, will have greater exposure to negative political, economic, regulatory or other
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factors within the State of New York, including the financial condition of its public authorities and political
subdivisions, than a fund that invests in a broader base of securities. Unfavorable developments in any economic
sector may have a substantial impact on the overall New York municipal market. Certain issuers of New York
municipal bonds have experienced serious financial difficulties in the past and reoccurrence of these difficulties may
impair the ability of certain New York issuers to pay principal or interest on their obligations.

General Obligation Bond Risk. General obligation bonds are not backed by revenues from a specific project or source.
Instead, general obligation bonds are backed by the “full faith and credit” of the issuer, which has the power to tax
residents to pay bondholders. To the extent that general obligation bonds continue to represent a significant portion of
the Index, the Fund will be sensitive to changes in, and its performance may depend to a greater extent on, the overall
condition of the general obligation bond sector. Timely payments depend on the issuer’s credit quality, ability to raise
tax revenues and ability to maintain an adequate tax base.

Health Care Bond Risk. The health care industry is subject to regulatory action by a number of private and
governmental agencies, including federal, state and local governmental agencies. To the extent that the health care
sector continues to represent a significant portion of the Index, the Fund will be sensitive to changes in, and its
performance may depend to a greater extent on, the overall condition of the health care sector. A major source of
revenues for the health care industry is payments from Medicare and Medicaid programs. As a result, the industry is
sensitive to legislative changes and reductions in governmental spending for such programs. Numerous other factors
may also affect the industry and the value and credit quality
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of health care bonds, such as general and local economic conditions, demand for services, expenses (including
malpractice insurance premiums) and competition among health care providers. The following elements may
adversely affect health care facility operations: the implementation of national and/or state-specific health insurance
exchanges; other national, state or local health care reform measures; medical and technological advances which
dramatically alter the need for health services or the way in which such services are delivered; changes in medical
coverage which alter the traditional fee-for-service revenue stream; efforts by employers, insurers, and governmental
agencies to reduce the costs of health insurance and health care services; and increases and decreases in the cost and
availability of medical products.

Industrial Development Bond Risk. These revenue bonds are issued by or on behalf of public authorities to obtain
funds to finance various public and/or privately operated facilities, including those for business and manufacturing,
housing, sports, pollution control, airport, mass transit, port and parking facilities. To the extent that the industrial
development sector continues to represent a significant portion of the Index, the Fund will be sensitive to changes in,
and its performance may depend to a greater extent on, the overall condition of the industrial development sector.
These bonds are normally secured only by the revenues from the project and not by state or local government tax
payments. Consequently, the credit quality of these securities is dependent upon the ability of the user of the facilities
financed by the bonds and any guarantor to meet its financial obligations. Payment of interest on and repayment of
principal on such bonds are the responsibility of the user and/or any guarantor. These bonds are subject to a wide
variety of risks, many of which relate to the nature of the specific project. Generally, the value and credit quality of
these bonds are sensitive to the risks related to an economic slowdown.

Transportation Bond Risk. Transportation debt may be issued to finance the construction of airports, toll roads,
highways or other transit facilities. To the extent that the transportation sector continues to represent a significant
portion of the Index, the Fund will be sensitive to changes in, and its performance may depend to a greater extent on,
the overall condition of the transportation sector. Airport bonds are dependent on the general stability of the airline
industry and on the stability of a specific carrier who uses the airport as a hub. Air traffic generally follows broader
economic trends and is also affected by the price and availability of fuel. Toll road bonds are also affected by the cost
and availability of fuel as well as toll levels, the presence of competing roads and the general economic health of an
area. Fuel costs and availability also affect other transportation related securities, as do the presence of alternate forms
of transportation, such as public transportation. Municipal securities that are issued to finance a particular
transportation project often depend solely on revenues from that project to make principal and interest payments.
Adverse conditions and developments affecting a particular project may result in lower revenues to the issuer of the
municipal securities.

Special Tax Bond Risk. Special tax bonds are usually backed and payable through a single tax, or series of special
taxes such as incremental property taxes. To the extent that the special tax sector continues to represent a significant
portion of the Index, the Fund will be sensitive to changes in, and its performance may depend to a greater extent on,
the overall condition of the special tax sector. The failure of the tax levy to generate adequate revenue to pay the debt
service on the bonds may cause the value of the bonds to decline. Adverse conditions and developments affecting a
particular project may result in lower revenues to the issuer of the municipal securities, which may adversely affect
the value of the Fund’s portfolio.
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Sampling Risk. The Fund’s use of a representative sampling approach will result in its holding a smaller number of
securities than are in the Index. As a result, an adverse development respecting an issuer of securities held by the Fund
could result in a greater decline in NAV than would be the case if the Fund held all of the securities in the Index.
Conversely, a positive development relating to an issuer of securities in the Index that is not held by the Fund could
cause the Fund to underperform the Index. To the extent the assets in the Fund are smaller, these risks will be greater.

Tax Risk. There is no guarantee that the Fund’s income will be exempt from U.S. federal or state income taxes. Events
occurring after the date of issuance of a municipal bond or after the Fund’s acquisition of a municipal bond may result
in a determination that interest on that bond is includible in gross income for U.S. federal income tax purposes
retroactively to its date of issuance. Such a determination may cause a portion of prior distributions by the Fund to its
shareholders to be taxable to those shareholders in the year of receipt. Federal or state changes in income or alternative
minimum tax rates or in the tax treatment of municipal bonds may make municipal bonds less attractive as
investments and cause them to lose value.

Market Risk. The prices of the securities in the Fund are subject to the risks associated with investing in municipal
securities, including general economic conditions and sudden and unpredictable drops in value. An investment in the
Fund may lose money.

Index Tracking Risk. The Fund’s return may not match the return of the Index for a number of reasons. For example,
the Fund incurs a number of operating expenses not applicable to the Index and incurs costs associated with buying
and selling securities, especially when rebalancing the Fund’s securities holdings to reflect changes in the composition
of the Index and raising cash

6
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to meet redemptions or deploying cash with newly created Creation Units (defined herein). The Fund also bears the
costs and risks associated with buying and selling securities while such costs and risks are not factored into the return
of the Index, and transaction costs, including brokerage costs, will decrease the Fund’s NAV to the extent not offset by
the transaction fee payable by an AP (defined herein). The Fund may not be fully invested at times, either as a result
of cash flows into the Fund or reserves of cash held by the Fund to pay expenses. In addition, the Fund’s use of a
representative sampling approach may cause the Fund to not be as well correlated with the return of the Index as
would be the case if the Fund purchased all of the securities in the Index in the proportions in which they are
represented in the Index. The Fund is expected to value certain of its investments based on fair value prices. To the
extent the Fund calculates its NAV based on fair value prices and the value of the Index is based on securities’ closing
prices (i.e., the value of the Index is not based on fair value prices), the Fund’s ability to track the Index may be
adversely affected. For tax efficiency purposes, the Fund may sell certain securities, and such sale may cause the Fund
to realize a loss and deviate from the performance of the Index. In light of the factors discussed above, the Fund’s
return may deviate significantly from the return of the Index.

Authorized Participant Concentration Risk. The Fund may have a limited number of financial institutions that act as
Authorized Participants (“APs”), none of which are obligated to engage in creation or redemption transactions. To the
extent that those APs exit the business, or are unable to or choose not to process creation and/or redemption orders,
and no other AP is able to step forward to create and redeem, Shares may trade like closed-end funds at a discount to
NAV and possibly face trading halts and/or de-listing. The AP concentration risk may be heightened because APs
may be required to post collateral, which only certain APs may be able to do. To the extent that APs exit the business
or are unable to process creations or redemptions or similar activities, this may result in a significantly diminished
trading market for Shares.

Absence of Prior Active Market. The Fund is a newly organized series of an investment company and thus has no
operating history. While the Fund’s Shares are expected to be listed on BATS Global Markets, Inc. (“BATS”), there can
be no assurance that active trading markets for the Shares will develop or be maintained especially for recently
organized funds. Further, secondary markets may be subject to irregular trading activity, market dislocations, wide
bid/ask spreads and extended trade settlement periods in times of market stress because market makers and APs may
step away from making a market in the Shares and in executing creation and redemption orders, which could cause a
material decline in the Fund’s NAV.

Trading Issues. Trading in Shares on BATS may be halted due to market conditions or for reasons that, in the view of
BATS, make trading in Shares inadvisable. In addition, trading in Shares on BATS is subject to trading halts caused
by extraordinary market volatility pursuant to BATS’s “circuit breaker” rules. There can be no assurance that the
requirements of BATS necessary to maintain the listing of the Fund will continue to be met or will remain unchanged.

Replication Management Risk. An investment in the Fund involves risks similar to those of investing in any bond
fund, such as market fluctuations caused by such factors as economic and political developments, changes in interest
rates and perceived trends in security prices. However, because the Fund is not “actively” managed, unless a specific
security is removed from the Index, the Fund generally would not sell a security because the security’s issuer was in
financial trouble. Therefore, the Fund’s performance could be lower than funds that may actively shift their portfolio
assets to take advantage of market opportunities or to lessen the impact of a market decline or a decline in the value of
one or more issuers.
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Fund Shares Trading, Premium/Discount Risk and Liquidity Risk of Fund Shares. The market prices of the Shares
may fluctuate in response to the Fund’s NAV, the intraday value of the Fund’s holdings and supply and demand for
Shares. The Adviser cannot predict whether Shares will trade above, below, or at their most recent NAV. Disruptions
to creations and redemptions, the existence of market volatility or potential lack of an active trading market for Shares
(including through a trading halt), as well as other factors, may result in Shares trading at a significant premium or
discount to NAV or to the intraday value of the Fund’s holdings. If a shareholder purchases Shares at a time when the
market price is at a premium to the NAV or sells Shares at a time when the market price is at a discount to the NAV,
the shareholder may sustain losses. The securities held by the Fund may be traded in markets that close at a different
time than BATS. Liquidity in those securities may be reduced after the applicable closing times. Accordingly, during
the time when BATS is open but after the applicable market closing, fixing or settlement times, bid-ask spreads on
BATS and the resulting premium or discount to the Shares’ NAV may widen. Additionally, in stressed market
conditions, the market for the Fund’s Shares may become less liquid in response to deteriorating liquidity in the
markets for the Fund’s underlying portfolio holdings.

Non-Diversified Risk. The Fund is classified as a “non-diversified” investment company under the Investment Company
Act of 1940, as amended (the “1940 Act”). Therefore, the Fund may invest a relatively high percentage of its assets in a
smaller number of issuers or may invest a larger proportion of its assets in obligations of a single issuer. As a result,
the gains and losses on a single investment may have a greater impact on the Fund’s NAV and may make the Fund
more volatile than more diversified funds.
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Concentration Risk. The Fund’s assets may be concentrated in a particular sector or sectors or industry or group of
industries to the extent the Index concentrates in a particular sector or sectors or industry or group of industries. To the
extent that the Fund’s investments are concentrated in a particular sector or sectors or industry or group of industries,
the Fund will be subject to the risk that economic, political or other conditions that have a negative effect on that
sector or industry will negatively impact the Fund to a greater extent than if the Fund’s assets were invested in a wider
variety of sectors or industries.

Performance

The Fund has not yet commenced operations and therefore does not have a performance history. Once available, the
Fund’s performance information will be accessible on the Fund’s website at www.vaneck.com.

Portfolio Management

Investment Adviser. Van Eck Associates Corporation.

Portfolio Managers. The following individuals are jointly and primarily responsible for the day-to-day management of
the Fund’s portfolio:

Name Title with Adviser Date Began Managing the Fund
James T. Colby III
Eric J. Isenberg

Portfolio Manager
Portfolio Manager

[       ]
[       ]

Purchase and Sale of Fund Shares

The Fund issues and redeems Shares at NAV only in a large specified number of Shares, each called a “Creation Unit,”
or multiples thereof. A Creation Unit consists of 50,000 Shares.

Individual Shares of the Fund may only be purchased and sold in secondary market transactions through brokers.
Shares of the Fund are expected to be approved for listing, subject to notice of issuance, on BATS and because Shares
will trade at market prices rather than NAV, Shares of the Fund may trade at a price greater than or less than NAV.

Tax Information
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The Fund expects to distribute net investment income at least monthly, and any net realized long-term or short-term
capital gains annually. The Fund may also pay a special distribution at any time to comply with U.S. federal tax
requirements. Dividends paid by the Fund that are properly reported as exempt-interest dividends will not be subject
to regular U.S. federal income tax. The Fund intends to invest its assets in a manner such that a significant portion of
the Fund’s dividend distributions to shareholders will generally be exempt from U.S. federal income taxes, including
the federal alternative minimum tax for noncorporate shareholders. Such distributions will generally be subject to state
income taxes.

Distributions from the Fund’s net investment income (other than net tax-exempt income), including any net short-term
capital gains, if any, are taxable to you as ordinary income.

Payments to Broker-Dealers and Other Financial Intermediaries

The Adviser and its related companies may pay broker-dealers or other financial intermediaries (such as a bank) for
the sale of
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the Fund Shares and related services. These payments may create a conflict of interest by influencing your
broker-dealer or other intermediary or its employees or associated persons to recommend the Fund over another
investment. Ask your financial adviser or visit your financial intermediary’s website for more information.

Additional Information About the Fund’s Investment Strategies and Risks

Principal Investment Strategies

The Fund uses a sampling approach in seeking to achieve its investment objective. Sampling means that the Adviser
uses quantitative analysis to select a representative sample of securities that the Adviser believes collectively have an
investment profile similar to the Index. The Adviser seeks to select securities that will have, in the aggregate,
investment characteristics (such as return variability, duration, maturity or credit ratings and yield) and liquidity
measures similar to those of the Index. The quantity of holdings in the Fund will be based on a number of factors,
including asset size of the Fund. The Adviser generally expects the Fund to hold less than the total number of
securities in the Index, but reserves the right to hold as many securities as it believes necessary to achieve the Fund’s
investment objective. In addition, from time to time, securities are added to or removed from the Index. The Fund may
sell securities that are represented in the Index, or purchase securities that are not yet represented in the Index, in
anticipation of their removal from or addition to the Index. Further, the Adviser may choose to underweight or
overweight securities, purchase or sell securities not in the Index, or utilize various combinations of other available
investment techniques, in seeking to track the Index.

Fundamental and Non-Fundamental Policies

The Fund’s investment objective and each of its other investment policies are non-fundamental policies that may be
changed by the Board of Trustees without shareholder approval, except for the Fund’s fundamental investment policy
to invest at least 80% of its assets in investments suggested by its name (which may only be changed with shareholder
approval) or as otherwise noted in this Prospectus or the Statement of Additional Information (“SAI”) under the section
entitled “Investment Policies and Restrictions—Investment Restrictions.”

Risks of Investing in the Fund

The following section provides additional information regarding the principal risks identified under “Principal Risks of
Investing in the Fund” in the Fund’s “Summary Information” section followed by additional risk information.
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Investors in the Fund should be willing to accept a high degree of volatility in the price of the Fund’s Shares and
the possibility of significant losses. An investment in the Fund involves a substantial degree of risk. An
investment in the Fund is not a deposit with a bank and is not insured or guaranteed by the Federal Deposit
Insurance Corporation or any other government agency. Therefore, you should consider carefully the following
risks before investing in the Fund, each of which could significantly and adversely affect the value of an
investment in the Fund.

Municipal Securities Risk. Municipal securities are subject to the risk that litigation, legislation or other political
events, local business or economic conditions or the bankruptcy of the issuer could have a significant effect on an
issuer’s ability to make payments of principal and/or interest. In addition, there is a risk that, as a result of the current
economic crisis, the ability of any issuer to pay, when due, the principal or interest on its municipal bonds may be
materially affected. Certain municipalities may have difficulty meeting their obligations due to, among other reasons,
changes in underlying demographics. Municipal securities can be significantly affected by political changes as well as
uncertainties in the municipal market related to taxation, legislative changes or the rights of municipal security
holders. Because many municipal securities are issued to finance similar projects, especially those relating to
education, health care, transportation and utilities, conditions in those sectors can affect the overall municipal market.
In addition, changes in the financial condition of an individual municipal insurer can affect the overall municipal
market. Municipal securities may include revenue bonds, which are generally backed by revenue from a specific
project or tax. The issuer of a revenue bond makes interest and principal payments from revenues generated from a
particular source or facility, such as a tax on particular property or revenues generated from a municipal water or
sewer utility or an airport. Revenue bonds generally are not backed by the full faith and credit and general taxing
power of the issuer. Municipal securities backed by current or anticipated revenues from a specific project or specific
assets can be negatively affected by the
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discontinuance of the taxation supporting the project or assets or the inability to collect revenues for the project or
from the assets.

If the Internal Revenue Service (“IRS”) determines that an issuer of a municipal security has not complied with
applicable tax requirements, interest from the security could become taxable and the security could decline
significantly in value.

The market for municipal bonds may be less liquid than for taxable bonds. There may also be less information
available on the financial condition of issuers of municipal securities than for public corporations. This means that it
may be harder to buy and sell municipal securities, especially on short notice, and municipal securities may be more
difficult for the Fund to value accurately than securities of public corporations. Since the Fund invests a significant
portion of its portfolio in municipal securities, its portfolio may have greater exposure to liquidity risk than a fund that
invests in non-municipal securities. In addition, the value and liquidity of many municipal securities have decreased as
a result of the recent financial crisis, which has also adversely affected many municipal securities issuers and may
continue to do so. The markets for many credit instruments, including municipal securities, have experienced periods
of illiquidity and extreme volatility since the latter half of 2007. In response to the global economic downturn,
governmental cost burdens may be reallocated among federal, state and local governments. In addition, issuers of
municipal securities may seek protection under the bankruptcy laws. Many state and local governments that issue
municipal securities are currently under significant economic and financial stress and may not be able to satisfy their
obligations. The taxing power of any governmental entity may be limited and an entity’s credit may depend on factors
which are beyond the entity’s control.

Credit Risk. Bonds are subject to credit risk. Credit risk refers to the possibility that the issuer of a security will be
unable and/or unwilling to make timely interest payments and/or repay the principal on its debt or to otherwise honor
its obligations. Bonds are subject to varying degrees of credit risk which may be reflected in credit ratings. There is a
possibility that the credit rating of a bond may be downgraded after purchase or the perception of an issuer’s credit
worthiness may decline, which may adversely affect the value of the security. The Fund may hold securities that are
insured by a bond insurer. A downgrade of a credit rating of such bond insurer may cause the value of the insured
security to decline.

Interest Rate Risk. Bonds are also subject to interest rate risk. Interest rate risk refers to fluctuations in the value of a
bond resulting from changes in the general level of interest rates. When the general level of interest rates goes up, the
prices of most bonds go down. When the general level of interest rates goes down, the prices of most bonds go up.
The historically low interest rate environment increases the risk associated with rising interest rates, including the
potential for periods of volatility and increased redemptions. The Fund may face a heightened level of interest rate
risk, since the U.S. Federal Reserve Board recently ended its quantitative easing program and has begun to raise rates.
In addition, bonds with longer durations tend to be more sensitive to interest rate changes, usually making them more
volatile than bonds with shorter durations.

Call Risk. The Fund may invest in callable bonds. If interest rates fall, it is possible that issuers of callable securities
will “call” (or prepay) their bonds before their maturity date. If a call were exercised by the issuer during or following a
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period of declining interest rates, the Fund is likely to have to replace such called security with a lower yielding
security. If that were to happen, it would decrease the Fund’s net investment income.

High Yield Securities Risk. Securities rated below investment grade are commonly referred to as high yield securities
or “junk bonds.” Junk bonds are often issued by issuers that are restructuring, are smaller or less creditworthy than other
issuers, or are more highly indebted than other issuers. Junk bonds are subject to greater risk of loss of income and
principal than higher rated securities and are considered speculative. The prices of junk bonds are likely to be more
sensitive to adverse economic changes or individual issuer developments than higher rated securities. During an
economic downturn or substantial period of rising interest rates, junk bond issuers may experience financial stress that
would adversely affect their ability to service their principal and interest payment obligations, to meet their projected
business goals or to obtain additional financing. In the event of a default, the Fund may incur additional expenses to
seek recovery. The secondary market for securities that are junk bonds may be less liquid than the markets for higher
quality securities and, as such, may have an adverse effect on the market prices of and the Fund’s ability to arrive at a
fair value for certain securities. The illiquidity of the market also could make it difficult for the Fund to sell certain
securities in connection with a rebalancing of its Index. In addition, periods of economic uncertainty and change may
result in an increased volatility of market prices of high yield securities and a corresponding volatility in the Fund’s
NAV. In addition, adverse publicity and investor perceptions may decrease the values and liquidity of high yield
securities.

California Risk. The Fund may invest a significant portion of its assets in municipal obligations of issuers located in
the State of California. Consequently, the Fund may be affected by political, economic, regulatory and other
developments within California and by the financial condition of California’s political subdivisions, agencies,
instrumentalities and public authorities. The following is a summary of certain factors affecting the State’s current
financial situation that could, in turn,
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adversely affect the Fund’s investments in California municipal obligations.

Provisions of the California Constitution and State statutes limit the taxing and spending authority of California
governmental entities. Payments of certain municipal obligations may also be structurally subordinated to other
obligations as a matter of California law. These provisions may impair the ability of California issuers to pay principal
and/or interest on their obligations and the ability of the State and municipalities to address financial downturns,
including limitations on the ability of the State or municipalities to raise taxes, fees or charges without voter approval.
In addition, California has recently experienced financial and economic difficulties, which heighten the risks
associated with investing in bonds issued by the State of California and its political subdivisions, agencies,
instrumentalities and public authorities. Many local government agencies continue to face budget constraints due to
mandated expenditures for health, welfare and public safety, as well as the adverse impact local economic conditions
have had on property taxes and sales taxes, two major sources of revenue for local government. In particular, there is
an increased risk that payments to bondholders could be interrupted or that an issuer could default on its obligations.
A default or credit rating downgrade of a small number of California municipal security issuers could negatively
impact the market values and marketability of all California municipal securities held by the Fund. However, if the
State’s economy weakens the State’s budget deficit could continue to grow. Due to California’s ongoing economic
conditions, several major ratings agencies have downgraded the State’s general obligation bond rating in recent years.
Further downgrades could result in a reduction in the market value of California municipal obligations held by the
Fund. These developments could adversely affect the Fund’s income, NAV, liquidity and/or ability to preserve or
realize appreciation of capital.

New York Risk. The Fund may invest a significant portion of its assets in New York municipal bonds and, therefore,
will have greater exposure to negative political, economic, regulatory or other factors within the State of New York,
including the financial condition of its public authorities and political subdivisions, than a fund that invests in a
broader base of securities. Unfavorable developments in any economic sector may have a substantial impact on the
overall New York municipal market. Certain issuers of New York municipal bonds have experienced serious financial
difficulties in the past and reoccurrence of these difficulties may impair the ability of certain New York issuers to pay
principal or interest on their obligations. The financial health of New York City affects that of the state, and when
New York City experiences financial difficulty, it may have an adverse effect on New York municipal bonds held by
the Fund. The growth rate of New York has at times been somewhat slower than the nation overall. The economic and
financial condition of New York also may be affected by various financial, social, economic and political factors,
including the outcome of pending litigation including the state or its localities.

General Obligation Bond Risk. General obligation bonds are not backed by revenues from a specific project or source.
Instead, general obligation bonds are backed by the “full faith and credit” of the issuer, which has the power to tax
residents to pay bondholders. To the extent that general obligation bonds continue to represent a significant portion of
the Index, the Fund will be sensitive to changes in, and its performance may depend to a greater extent on, the overall
condition of the general obligation bond sector. Timely payments depend on the issuer’s credit quality, ability to raise
tax revenues and ability to maintain an adequate tax base.

Health Care Bond Risk. The health care industry is subject to regulatory action by a number of private and
governmental agencies, including federal, state and local governmental agencies. To the extent that the heath care
sector continues to represent a significant portion of the Index, the Fund will be sensitive to changes in, and its
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performance may depend to a greater extent on, the overall condition of the health care sector. A major source of
revenues for the health care industry is payments from Medicare and Medicaid programs. As a result, the industry is
sensitive to legislative changes and reductions in governmental spending for such programs. Numerous other factors
may also affect the industry and the value and credit quality of health care bonds, such as general and local economic
conditions, demand for services, expenses (including malpractice insurance premiums) and competition among health
care providers. The following elements may adversely affect health care facility operations: the implementation of
national and/or state-specific health insurance exchanges; other national, state or local health care reform measures;
medical and technological advances which dramatically alter the need for health services or the way in which such
services are delivered; changes in medical coverage which alter the traditional fee-for-service revenue stream; efforts
by employers, insurers, and governmental agencies to reduce the costs of health insurance and health care services;
and increases and decreases in the cost and availability of medical products.

Industrial Development Bond Risk. These revenue bonds are issued by or on behalf of public authorities to obtain
funds to finance various public and/or privately operated facilities, including those for business and manufacturing,
housing, sports, pollution control, airport, mass transit, port and parking facilities. To the extent that the industrial
development sector continues to represent a significant portion of the Index, the Fund will be sensitive to changes in,
and its performance may depend to a greater extent on, the overall condition of the industrial development sector.
These bonds are normally secured only by the revenues from the project and not by state or local government tax
payments. Consequently, the credit quality of these securities is dependent upon the ability of the user of the facilities
financed by the bonds and any guarantor to meet its
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financial obligations. Payment of interest on and repayment of principal on such bonds are the responsibility of the
user and/or any guarantor. These bonds are subject to a wide variety of risks, many of which relate to the nature of the
specific project. Generally, the value and credit quality of these bonds are sensitive to the risks related to an economic
slowdown.

Transportation Bond Risk. Transportation debt may be issued to finance the construction of airports, toll roads,
highways or other transit facilities. To the extent that the transportation sector continues to represent a significant
portion of the Index, the Fund will be sensitive to changes in, and its performance may depend to a greater extent on,
the overall condition of the transportation sector. Airport bonds are dependent on the general stability of the airline
industry and on the stability of a specific carrier who uses the airport as a hub. Air traffic generally follows broader
economic trends and is also affected by the price and availability of fuel. Toll road bonds are also affected by the cost
and availability of fuel as well as toll levels, the presence of competing roads and the general economic health of an
area. Fuel costs and availability also affect other transportation related securities, as do the presence of alternate forms
of transportation, such as public transportation. Municipal securities that are issued to finance a particular
transportation project often depend solely on revenues from that project to make principal and interest payments.
Adverse conditions and developments affecting a particular project may result in lower revenues to the issuer of the
municipal securities.

Special Tax Bond Risk. Special tax bonds are usually backed and payable through a single tax, or series of special
taxes such as incremental property taxes. To the extent that the special tax sector continues to represent a significant
portion of the Index, the Fund will be sensitive to changes in, and its performance may depend to a greater extent on,
the overall condition of the special tax sector. The failure of the tax levy to generate adequate revenue to pay the debt
service on the bonds may cause the value of the bonds to decline. Adverse conditions and developments affecting a
particular project may result in lower revenues to the issuer of the municipal securities, which may adversely affect
the value of the Fund’s portfolio.

Sampling Risk. The Fund’s use of a representative sampling approach will result in its holding a smaller number of
securities than are in the Index. As a result, an adverse development respecting an issuer of securities held by the Fund
could result in a greater decline in NAV than would be the case if the Fund held all of the securities in the Index.
Conversely, a positive development relating to an issuer of securities in the Index that is not held by the Fund could
cause the Fund to underperform the Index. To the extent the assets in the Fund are smaller, these risks will be greater.

Tax Risk. There is no guarantee that the Fund’s income will be exempt from U.S. federal or state income taxes. Events
occurring after the date of issuance of a municipal bond or after the Fund’s acquisition of a municipal bond may result
in a determination that interest on that bond is includible in gross income for U.S. federal income tax purposes
retroactively to its date of issuance. Such a determination may cause a portion of prior distributions by the Fund to its
shareholders to be taxable to those shareholders in the year of receipt. Federal or state changes in income or alternative
minimum tax rates or in the tax treatment of municipal bonds may make municipal bonds less attractive as
investments and cause them to lose value.
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Market Risk. The prices of securities in the Fund are subject to risks associated with investing in municipal securities,
including general economic conditions and sudden and unpredictable drops in value. Overall securities values could
decline generally or could underperform other investments. An investment in the Fund may lose money.

Index Tracking Risk. The Fund’s return may not match the return of the Index for a number of reasons. For example,
the Fund incurs a number of operating expenses not applicable to its Index and incurs costs associated with buying
and selling securities, especially when rebalancing the Fund’s securities holdings to reflect changes in the composition
of the Index and to the extent creations and redemptions are effected in cash) raising cash to meet redemptions or
deploying cash in connection with newly created Creation Units. The Fund also bears the costs and risks associated
with buying and selling securities while such costs are not factored into the return of the Index and transaction costs,
including brokerage costs, will decrease the Fund’s NAV to the extent not offset by the transaction fee payable by an
AP. In addition, the Fund’s use of a representative sampling approach may cause the Fund’s returns to not be as well
correlated with the return of its Index as would be the case if the Fund purchased all of the securities in its Index in the
proportions represented in such Index and can be expected to result in greater tracking error than if the Fund used a
replication indexing strategy. The Fund may not be fully invested at times as a result of (to the extent creations and
redemptions are effected in cash) cash flows into the Fund or reserves of cash held by the Fund to pay expenses and
(to the extent creations and redemptions are effected in cash) meet redemptions. In addition, the Fund may not be able
to invest in certain securities included in the Index, or invest in them in the exact proportions in which they are
represented in its Index, due to legal restrictions or limitations, a lack of liquidity on stock exchanges in which such
securities trade potential adverse tax consequences or other regulatory reasons. Moreover, the Fund may be delayed in
purchasing or selling securities included in the Index.

The Fund is expected to fair value certain of the securities it holds. To the extent the Fund calculates its NAV based
on fair
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value prices or on the prices that differ from those used in calculating the Index, the Fund’s ability to track the Index
may be adversely affected. The need to comply with the tax diversification and other requirements of the Internal
Revenue Code of 1986, as amended (“Internal Revenue Code”), may also impact the Fund’s ability to replicate the
performance of the Index. In addition, if the Fund utilizes derivative instruments, its return may not correlate as well
with the return of the Index as would be the case if the Fund purchased all the securities in the Index directly. For tax
efficiency purposes, the Fund may sell certain securities to realize losses causing it to deviate from the performance of
the Index. In light of the factors discussed above, the Fund’s return may deviate significantly from the return of the
Index.

Authorized Participant Concentration Risk. The Fund may have a limited number of financial institutions that act as
APs, none of which are obligated to engage in creation or redemption transactions. To the extent that those APs exit
the business, or are unable to or choose not to process creation and/or redemption orders, and no other AP is able to
step forward to create and redeem, Shares may trade like closed-end funds at a discount to NAV and possibly face
trading halts and/or de-listing. The AP concentration risk may be heightened because APs may be required to post
collateral, which only certain APs may be able to do. To the extent that APs exit the business or are unable to process
creations or redemptions or similar activities, this may result in a significantly diminished trading market for Shares.

Absence of Prior Active Market. The Fund is a newly organized series of an investment company and thus has no
operating history. While the Fund’s Shares are expected to be listed on BATS, there can be no assurance that active
trading markets for the Shares will develop or be maintained especially for recently organized funds. Further,
secondary markets may be subject to irregular trading activity, market dislocations, wide bid/ask spreads and extended
trade settlement periods in times of market stress because market makers and APs may step away from their
respective roles in making a market in the Shares and in executing creation and redemption orders, which could cause
a material decline in the Fund’s NAV. Van Eck Securities Corporation, the distributor of the Shares (the “Distributor”),
does not maintain a secondary market in the Shares. Investors purchasing and selling shares in the secondary market
may not experience investment results consistent with those experienced by those APs creating and redeeming directly
with the Fund.

Trading Issues. Trading in Shares on BATS may be halted due to market conditions or for reasons that, in the view of
BATS, make trading in Shares inadvisable. In addition, trading in Shares on BATS is subject to trading halts caused
by extraordinary market volatility pursuant to BATS’s “circuit breaker” rules. There can be no assurance that the
requirements of BATS necessary to maintain the listing of the Fund will continue to be met or will remain unchanged.

Replication Management Risk. Unlike many investment companies, the Fund is not “actively” managed. Therefore,
unless a specific security is removed from its Index, the Fund generally would not sell a security because the security’s
issuer is in financial trouble. If a specific security is removed from the Index, the Fund may be forced to sell such
security at an inopportune time or for prices other than at current market values. An investment in the Fund involves
risks similar to those of investing in any bond fund, such as market fluctuations caused by such factors as economic
and political developments, changes in interest rates and the possibility that the issuer of a security will be unable
and/or unwilling to make timely interest payments and/or repay the principal on its debt. The Index may not contain
the appropriate or a diversified mix of securities for any particular economic cycle. The timing of changes in the
securities of the Fund’s portfolio in seeking to replicate its Index could have a negative effect on the Fund. Unlike with
an actively managed fund, the Adviser does not use techniques or defensive strategies designed to lessen the effects of
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market volatility or to reduce the impact of periods of market decline. This means that, based on market and economic
conditions, the Fund’s performance could be lower than funds that may actively shift their portfolio assets to take
advantage of market opportunities or to lessen the impact of a market decline or a decline in the value of one or more
issuers.

Fund Shares Trading, Premium/Discount Risk, and Liquidity Risk of Fund Shares. Disruptions to creations and
redemptions, the existence of market volatility or potential lack of an active trading market for Shares (including
through a trading halt), as well as other factors, may result in Shares trading at a significant premium or discount to
NAV or the intraday value of the Fund’s holdings. The NAV of the Shares will fluctuate with changes in the market
value of the Fund’s securities holdings. The market prices of Shares will fluctuate, in some cases materially, in
accordance with changes in NAV and the intraday value of the Fund’s holdings, as well as supply and demand on
BATS. The Adviser cannot predict whether Shares will trade below, at or above their NAV. Given the fact that Shares
can be created and redeemed by APs in Creation Units, the Adviser believes that large discounts or premiums to the
NAV of Shares should not be sustained in the long-term. While the creation/redemption feature is designed to make it
likely that Shares normally will trade close to the value of the Fund’s holdings, market prices are not expected to
correlate exactly to the Fund’s NAV due to timing reasons, supply and demand and imbalances and other factors. The
price differences may be due, in large part, to the fact that supply and demand forces at work in the secondary trading
market for Shares will be closely related to, but not identical to, the same forces influencing the prices of the securities
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of the Fund’s Index trading individually or in the aggregate at any point in time. If a shareholder purchases Shares at a
time when the market price is at a premium to the NAV or sells Shares at a time when the market price is at a discount
to the NAV, the shareholder may sustain losses. Any of these factors, discussed above and further below, may lead to
the Shares trading at a premium or discount to the Fund’s NAV. In addition, because certain of the Fund’s underlying
securities trade on exchanges that are closed when BATS (i.e., the exchange that Shares of the Fund trade on) is open,
there are likely to be deviations between the current pricing of an underlying security and the closing security’s price
(i.e., the last quote from its closed foreign market) resulting in premiums or discounts to NAV that may be greater
than those experienced by other ETFs. In addition, the securities held by the Fund may be traded in markets that close
at a different time than BATS. Liquidity in those securities may be reduced after the applicable closing times.
Accordingly, during the time when BATS is open but after the applicable market closing, fixing or settlement times,
bid-ask spreads on BATS and the resulting premium or discount to the Shares’ NAV may widen. Additionally, in
stressed market conditions, the market for the Fund’s Shares may become less liquid in response to deteriorating
liquidity in the markets for the Fund’s underlying portfolio holdings.

When you buy or sell Shares of the Fund through a broker, you will likely incur a brokerage commission or other
charges imposed by brokers. In addition, the market price of Shares, like the price of any exchange-traded security,
includes a bid/ask spread charged by the market makers or other participants that trade the particular security. The
spread of the Fund’s Shares varies over time based on the Fund’s trading volume and market liquidity and may increase
if the Fund’s trading volume, the spread of the Fund’s underlying securities, or market liquidity decrease. In times of
severe market disruption, including when trading of the Fund’s holdings may be halted, the bid/ask spread may
increase significantly. This means that Shares may trade at a discount to the Fund’s NAV, and the discount is likely to
be greatest during significant market volatility.

Non-Diversified Risk. The Fund is a separate investment portfolio of VanEck Vectors ETF Trust (the “Trust”), which is
an open-end investment company registered under the 1940 Act. The Fund is classified as a “non-diversified”
investment company under the 1940 Act. As a result, the Fund is subject to the risk that it will be more volatile than a
diversified fund because the Fund may invest its assets in a smaller number of issuers or may invest a larger
proportion of its assets in obligations of a single issuer. As a result, the gains and losses on a single investment may
have a greater impact on the Fund’s NAV and may make the Fund more volatile than more diversified funds.

Concentration Risk. The Fund’s assets may be concentrated in a particular sector or sectors or industry or group of
industries to the extent that its respective Index concentrates in a particular sector or sectors or industry or group of
industries. The securities of many or all of the companies in the same sector or industry may decline in value due to
developments adversely affecting such sector or industry. By concentrating its assets in a particular sector or sectors
or industry or group of industries, the Fund is subject to the risk that economic, political or other conditions that have
a negative effect on that sector or industry will negatively impact the Fund to a greater extent than if the Fund’s assets
were invested in a wider variety of sectors or industries.

Additional Investment Strategies
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The Fund may invest in securities not included in the Index, money market instruments, including repurchase
agreements or other funds which invest exclusively in money market instruments and structured notes (notes on which
the amount of principal repayment and interest payments are based on the movement of one or more specified factors,
such as the movement of a particular stock or stock index) and certain derivatives, which the Adviser believes will
help the Fund track the Index. The Fund may also invest, to the extent permitted by the 1940 Act, in other affiliated
and unaffiliated funds, such as open-end or closed-end management investment companies, including other
exchange-traded funds. The Fund does not employ a temporary defensive strategy, and the Fund will not invest as part
of a temporary defensive strategy to protect against potential securities market declines.

Borrowing Money

The Fund may borrow money from a bank up to a limit of one-third of the market value of its assets. The Fund is
expected to enter into a credit facility to borrow money for temporary, emergency or other purposes, including the
funding of shareholder redemption requests, trade settlements and as necessary to distribute to shareholders any
income required to maintain the Fund’s status as a regulated investment company. To the extent that the Fund borrows
money, it will be leveraged; at such times, the Fund will appreciate or depreciate in value more rapidly than its Index.
Leverage generally has the effect of increasing the amount of loss or gain the Fund might realize, and may increase
volatility in the value of the Fund’s investments.
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Lending Portfolio Securities

The Fund may lend its portfolio securities to brokers, dealers and other financial institutions desiring to borrow
securities to complete transactions and for other purposes. In connection with such loans, the Fund receives liquid
collateral equal to at least 102% of the value of the portfolio securities being loaned. This collateral is
marked-to-market on a daily basis. Although the Fund will receive collateral in connection with all loans of its
securities holdings, the Fund would be exposed to a risk of loss should a borrower fail to return the borrowed
securities (e.g., the Fund would have to buy replacement securities and the loaned securities may have appreciated
beyond the value of the collateral held by the Fund) or become insolvent. The Fund may pay fees to the party
arranging the loan of securities. In addition, the Fund will bear the risk of loss of any cash collateral that it invests.

Additional Risks

Risk of Investing in Derivatives. Derivatives are financial instruments whose values are based on the value of one or
more reference assets or indicators, such as a security, currency, interest rate, or index. The Fund’s use of derivatives
involves risks different from, and possibly greater than, the risks associated with investing directly in securities and
other more traditional investments. Moreover, although the value of a derivative is based on an underlying asset or
indicator, a derivative typically does not carry the same rights as would be the case if the Fund invested directly in the
underlying securities, currencies or other assets.

Derivatives are subject to a number of risks, such as potential changes in value in response to market developments or,
in the case of “over-the-counter” derivatives, as a result of a counterparty’s credit quality and the risk that a derivative
transaction may not have the effect the Adviser anticipated. Derivatives also involve the risk of mispricing or
improper valuation and the risk that changes in the value of a derivative may not achieve the desired correlation with
the underlying asset or indicator. Derivative transactions can create investment leverage, may be highly volatile, and
the Fund could lose more than the amount it invests. The use of derivatives may increase the amount and affect the
timing and character of taxes payable by shareholders of the Fund.

Many derivative transactions are entered into “over-the-counter” (not on an exchange or contract market); as a result, the
value of such a derivative transaction will depend on, among other factors, the ability and the willingness of the Fund’s
counterparty to perform its obligations under the transaction. If a counterparty were to default on its obligations, the
Fund’s contractual remedies against such counterparty may be subject to bankruptcy and insolvency laws, which could
affect the Fund’s rights as a creditor (e.g., the Fund may not receive the net amount of payments that it is contractually
entitled to receive). A liquid secondary market may not always exist for the Fund’s derivative positions at any time.

Leverage Risk. To the extent that the Fund borrows money or utilizes certain derivatives, it may be leveraged.
Leveraging generally exaggerates the effect on NAV of any increase or decrease in the market value of the Fund’s
portfolio securities.
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TAX ADVANTAGED PRODUCT STRUCTURE

Unlike many conventional mutual funds which are only bought and sold at closing NAVs, the Shares of the Fund have
been designed to be tradable in a secondary market on an intra-day basis and to be created and redeemed principally
in-kind in Creation Units at each day’s market close. These in-kind arrangements are designed to mitigate the adverse
effects on the Fund’s portfolio that could arise from frequent cash purchase and redemption transactions that affect the
NAV of the Fund. Moreover, in contrast to conventional mutual funds, where frequent redemptions can have an
adverse tax impact on taxable shareholders because of the need to sell portfolio securities which, in turn, may generate
taxable gain, the in-kind redemption mechanism of the Fund, to the extent used, generally is not expected to lead to a
tax event for shareholders whose shares are not being redeemed.

PORTFOLIO HOLDINGS

A description of the Fund’s policies and procedures with respect to the disclosure of the Fund’s portfolio securities is
available in the Fund’s SAI.
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Management of the Fund

Board of Trustees. The Board of Trustees of the Trust has responsibility for the general oversight of the management
of the Fund, including general supervision of the Adviser and other service providers, but is not involved in the
day-to-day management of the Trust. A list of the Trustees and the Trust officers, and their present positions and
principal occupations, is provided in the Fund’s SAI.

Investment Adviser. Under the terms of an investment management agreement between the Trust and Van Eck
Associates Corporation with respect to the Fund (the “Investment Management Agreement”), Van Eck Associates
Corporation serves as the adviser to the Fund and, subject to the supervision of the Board of Trustees, is responsible
for the day-to-day investment management of the Fund. As of [ ], the Adviser managed approximately $[ ] billion in
assets. The Adviser has been an investment adviser since 1955 and also acts as adviser or sub-adviser to other mutual
funds, ETFs, other pooled investment vehicles and separate accounts. The Adviser’s principal business address is 666
Third Avenue, 9th Floor, New York, New York 10017.

A discussion regarding the Board of Trustees’ approval of the Investment Management Agreement will be available in
the Trust’s [semi-]annual report for the [period/year] ended [ ].

Pursuant to the Investment Management Agreement, the Adviser is responsible for all expenses of the Fund, including
the costs of transfer agency, custody, fund administration, legal, audit and other services, except for the fee payment
under the Investment Management Agreement, interest expense, offering costs, trading expenses, taxes and
extraordinary expenses. For its services to the Fund, the Fund has agreed to pay the Adviser an annual unitary
management fee equal to [ ]% of its average daily net assets. Offering costs excluded from the annual unitary
management fee are: (a) legal fees pertaining to the Fund’s Shares offered for sale; (b) SEC and state registration fees;
and (c) initial fees paid for Shares of the Fund to be listed on an exchange.

The Fund is responsible for all of its expenses, including the investment advisory fees, costs of transfer agency,
custody, legal, audit and other services, interest, taxes, any distribution fees or expenses, offering fees or expenses and
extraordinary expenses.

Manager of Managers Structure. The Adviser and the Trust may rely on an exemptive order (the “Order”) from the SEC
that permits the Adviser to enter into investment sub-advisory agreements with unaffiliated sub-advisers without
obtaining shareholder approval. The Adviser, subject to the review and approval of the Board of Trustees, may select
one or more sub-advisers for the Fund and supervise, monitor and evaluate the performance of each sub-adviser.

The Order also permits the Adviser, subject to the approval of the Board of Trustees, to replace sub-advisers and
amend investment sub-advisory agreements, including applicable fee arrangements, without shareholder approval
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whenever the Adviser and the Board of Trustees believe such action will benefit the Fund and its shareholders. The
Adviser thus would have the responsibility (subject to the oversight of the Board of Trustees) to recommend the hiring
and replacement of sub-advisers as well as the discretion to terminate any sub-adviser and reallocate the Fund’s assets
for management among any other sub-adviser(s) and itself. This means that the Adviser would be able to reduce the
sub-advisory fees and retain a larger portion of the management fee, or increase the sub-advisory fees and retain a
smaller portion of the management fee. The Adviser would compensate each sub-adviser out of its management fee.

Administrator, Custodian and Transfer Agent. Van Eck Associates Corporation is the administrator for the Fund (the
“Administrator”), and The Bank of New York Mellon is the custodian of the Fund’s assets and provides transfer agency
and fund accounting services to the Fund. The Administrator is responsible for certain clerical, recordkeeping and/or
bookkeeping services which are provided pursuant to the Investment Management Agreement.

Distributor. Van Eck Securities Corporation is the distributor of the Shares. The Distributor will not distribute Shares
in less than Creation Units, and does not maintain a secondary market in the Shares. The Shares are traded in the
secondary market.

Portfolio ManagerS

The portfolio managers currently responsible for the day-to-day management of the Fund’s portfolio are James T.
Colby III and Eric Isenberg. Mr. Colby has been employed by the Adviser since September 2007. Prior to joining the
Adviser, Mr. Colby served as Senior Portfolio Manager and Director of Municipal High Yield for Lord Abbett as well
as Director and Senior
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Portfolio Manager for Municipal Fixed Income at the John Hancock Funds in Boston. Mr. Colby graduated from
Brown University in 1972 with a Bachelor of Arts in Economics and International Relations; and from Hofstra
University in 1979 with a Masters of Business Administration in Finance. Mr. Isenberg has been employed by the
Adviser since 2015. Prior to joining the Adviser, Mr. Isenberg served as Americas Head of Index Products at Credit
Suisse, where he was responsible for the development and publication of benchmark and systematic investment
strategies across asset classes. He previously held Credit Suisse positions of Head of Fixed Income Index Products
and Head of Bond Indices. Mr. Isenberg received a BS in Computer Science and Economics from Binghamton
University. Messrs. Colby and Isenberg serve as portfolio managers of other funds of the Trust. See the Fund’s SAI for
additional information about the portfolio managers’ compensation, other accounts managed by the portfolio managers
and their ownership of Shares.

Shareholder Information

Determination of NAV

The NAV per Share for the Fund is computed by dividing the value of the net assets of the Fund (i.e., the value of its
total assets less total liabilities) by the total number of Shares outstanding. Expenses and fees, including the
management fee, are accrued daily and taken into account for purposes of determining NAV. The NAV of the Fund is
determined each business day as of the close of trading (ordinarily 4:00 p.m. Eastern time) on BATS. Any assets or
liabilities denominated in currencies other than the U.S. dollar are converted into U.S. dollars at the current market
rates on the date of valuation as quoted by one or more sources.

The values of the Fund’s portfolio securities are based on the securities’ closing prices on markets on which the
securities trade, when available. In the absence of a last reported sales price, or if no sales were reported, and for other
assets for which market quotes are not readily available, values may be based on quotes obtained from a quotation
reporting system, established market makers or by an outside independent pricing service. Fixed income securities are
normally valued on the basis of quotes from brokers or dealers, established market makers or an outside independent
pricing service using data reflecting the earlier closing of the principal markets for those securities. Prices obtained by
an outside independent pricing service may use information provided by market makers or estimates of market values
obtained from yield data related to investments or securities with similar characteristics and may use a computerized
grid matrix of securities and its evaluations in determining what it believes is the fair value of the portfolio securities.
Short-term investments having a maturity of 60 days or less are valued at amortized cost. If a market quotation for a
security is not readily available or the Adviser believes it does not otherwise accurately reflect the market value of the
security at the time the Fund calculates its NAV, the security will be fair valued by the Adviser in accordance with the
Trust’s valuation policies and procedures approved by the Board of Trustees. The Fund may also use fair value pricing
in a variety of circumstances, including but not limited to, situations when the value of a security in the Fund’s
portfolio has been materially affected by events occurring after the close of the market on which the security is
principally traded (such as a corporate action or other news that may materially affect the price of a security) or
trading in a security has been suspended or halted. Accordingly, the Fund’s NAV may reflect certain portfolio
securities’ fair values rather than their market prices at the time the exchanges on which they principally trade close.
Fair value pricing involves subjective judgments and it is possible that a fair value determination for a security is
materially different than the value that could be realized upon the sale of the security. In addition, fair value pricing
could result in a difference between the prices used to calculate the Fund’s NAV and the prices used by the Index. This

Edgar Filing: VanEck Vectors ETF Trust - Form 485APOS

33



may adversely affect the Fund’s ability to track the Index.

Intraday Value

The trading prices of the Fund’s Shares in the secondary market generally differ from the Fund’s daily NAV and are
affected by market forces such as the supply of and demand for Fund Shares and underlying securities held by the
Fund, economic conditions and other factors. Information regarding the intraday value of the Fund’s Shares (“IIV”) is
disseminated every 15 seconds throughout each trading day by the Exchange or by market data vendors or other
information providers. The IIV is based on the current market value of the securities and/or cash required to be
deposited in exchange for a Creation Unit. The IIV does not necessarily reflect the precise composition of the current
portfolio of securities held by the Fund at a particular point in time or the best possible valuation of the current
portfolio. Therefore, the IIV should not be viewed as a “real-time” update of the Fund’s NAV, which is computed only
once a day. The IIV is generally determined by using current market quotations and/or price quotations obtained from
broker-dealers and other market intermediaries that may trade in the portfolio securities held by the Fund and
valuations based on current market rates. The quotations and/or valuations of certain Fund holdings may not be
updated during U.S. trading hours if such holdings do not trade in the United States. The Fund is not involved in, or
responsible for, the calculation or dissemination of the IIV and makes no warranty as to its accuracy.
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Rule 144A and Other Unregistered Securities

An AP (i.e., a person eligible to place orders with the Distributor to create or redeem Creation Units of the Fund) that
is not a “qualified institutional buyer,” as such term is defined under Rule 144A of the Securities Act of 1933, as
amended (“Securities Act”), will not be able to receive, as part of a redemption, restricted securities eligible for resale
under Rule 144A or other unregistered securities.

Buying and Selling Exchange-Traded Shares

The Shares of the Fund are expected to be approved for listing on BATS, subject to notice of issuance. If you buy or
sell Shares in the secondary market, you will incur customary brokerage commissions and charges and may pay some
or all of the “spread,” which is any difference between the bid price and the ask price. The spread varies over time for
the Fund’s Shares based on the Fund’s trading volume and market liquidity, and is generally lower if the Fund has high
trading volume and market liquidity, and generally higher if the Fund has little trading volume and market liquidity
(which is often the case for funds that are newly launched or small in size). In times of severe market disruption or
low trading volume in the Fund’s Shares, this spread can increase significantly. It is anticipated that the Shares will
trade in the secondary market at prices that may differ to varying degrees from the NAV of the Shares. During periods
of disruptions to creations and redemptions or the existence of extreme market volatility, the market prices of Shares
are more likely to differ significantly from the Shares’ NAV.

The Depository Trust Company (“DTC”) serves as securities depository for the Shares. (The Shares may be held only in
book-entry form; stock certificates will not be issued.) DTC, or its nominee, is the record or registered owner of all
outstanding Shares. Beneficial ownership of Shares will be shown on the records of DTC or its participants (described
below). Beneficial owners of Shares are not entitled to have Shares registered in their names, will not receive or be
entitled to receive physical delivery of certificates in definitive form and are not considered the registered holder
thereof. Accordingly, to exercise any rights of a holder of Shares, each beneficial owner must rely on the procedures
of: (i) DTC; (ii) “DTC Participants,” i.e., securities brokers and dealers, banks, trust companies, clearing corporations
and certain other organizations, some of whom (and/or their representatives) own DTC; and (iii) “Indirect Participants,”
i.e., brokers, dealers, banks and trust companies that clear through or maintain a custodial relationship with a DTC
Participant, either directly or indirectly, through which such beneficial owner holds its interests. The Trust
understands that under existing industry practice, in the event the Trust requests any action of holders of Shares, or a
beneficial owner desires to take any action that DTC, as the record owner of all outstanding Shares, is entitled to take,
DTC would authorize the DTC Participants to take such action and that the DTC Participants would authorize the
Indirect Participants and beneficial owners acting through such DTC Participants to take such action and would
otherwise act upon the instructions of beneficial owners owning through them. As described above, the Trust
recognizes DTC or its nominee as the owner of all Shares for all purposes. For more information, see the section
entitled “Book Entry Only System” in the Fund’s SAI.

BATS is open for trading Monday through Friday and is closed on weekends and the following holidays: New Year’s
Day, Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, Memorial Day, Independence Day, Labor Day,
Thanksgiving Day and Christmas Day. Because non-U.S. exchanges may be open on days when the Fund does not
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price its Shares, the value of the securities in the Fund’s portfolio may change on days when shareholders will not be
able to purchase or sell the Fund’s Shares.

Market Timing and Related Matters. The Fund imposes no restrictions on the frequency of purchases and
redemptions. Frequent purchases and redemptions of Fund Shares may attempt to take advantage of a potential
arbitrage opportunity presented by a lag between a change in the value of the Fund’s portfolio securities after the close
of the primary markets for the Fund’s portfolio securities and the reflection of that change in the Fund’s NAV (“market
timing”). The Board of Trustees considered the nature of the Fund (i.e., a fund whose shares are expected to trade
intra-day), that the Adviser monitors the trading activity of APs for patterns of abusive trading, that the Fund reserves
the right to reject orders that may be disruptive to the management of or otherwise not in the Fund’s best interests, and
that the Fund may fair value certain of its securities. Given this structure, the Board of Trustees determined that it is
not necessary to impose restrictions on the frequency of purchases and redemptions for the Fund at the present time.

Distributions

Net Investment Income and Capital Gains. As a shareholder of the Fund, you are entitled to your share of the Fund’s
distributions of net investment income and net realized capital gains on its investments. The Fund pays out
substantially all of its net earnings to its shareholders as “distributions.”
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The Fund typically earns income from interest on municipal securities. These amounts, net of expenses, are typically
passed along to Fund shareholders as dividends from net investment income. The Fund generally realizes capital gains
or losses whenever it sells securities. Net capital gains are distributed to shareholders as “capital gain distributions.”
Dividends paid by the Fund that are properly designated as exempt-interest dividends will not be subject to regular
federal income tax. Distributions from the Fund’s net investment income (other than net tax exempt income), including
any net short term capital gains, if any, are taxable to you as ordinary income. Any long-term capital gains
distributions you receive from the Fund are taxable as long-term capital gains.

Net investment income, if any, is typically distributed to shareholders at least monthly while net realized capital gains,
if any, are typically distributed to shareholders at least annually. Dividends may be declared and paid more frequently
to improve index tracking or to comply with the distribution requirements of the Internal Revenue Code. In addition,
in situations where the Fund acquires investment securities after the beginning of a dividend period, the Fund may
elect to distribute at least annually amounts representing the full dividend yield net of expenses on the underlying
investment securities, as if the Fund owned the underlying investment securities for the entire dividend period. If the
Fund so elects, some portion of each distribution may result in a return of capital, which, for tax purposes, is treated as
a return on your investment in Shares. Record shareholders will be notified regarding the portion of the distribution
which represents a return of capital.

Distributions in cash may be reinvested automatically in additional Shares of the Fund only if the broker through
which you purchased Shares makes such option available.

Tax Information

As with any investment, you should consider how your Fund investment will be taxed. The tax information in this
Prospectus is provided as general information. You should consult your own tax professional about the tax
consequences of an investment in the Fund, including the possible application of foreign, state and local taxes. Unless
your investment in the Fund is through a tax-exempt entity or tax-deferred retirement account, such as a 401(k) plan,
you need to be aware of the possible tax consequences when: (i) the Fund makes distributions, (ii) you sell Shares in
the secondary market or (iii) you create or redeem Creation Units.

Taxes on Distributions. As noted above, the Fund expects to distribute net investment income, if any, at least monthly,
and any net realized long-term or short-term capital gains, if any, annually. The Fund may also pay a special
distribution at any time to comply with U.S. federal tax requirements.

Dividends paid by the Fund that are properly designated as exempt-interest dividends will not be subject to regular
U.S. federal income tax. The Fund intends to invest its assets in a manner such that a significant portion of its
dividend distributions to shareholders will generally be exempt from U.S. federal income taxes, including the federal
alternative minimum tax for noncorporate shareholders. Corporate shareholders should note that income that is
generally exempt from the federal alternative minimum tax may in certain situations nonetheless be relevant in
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determining their federal alternative minimum tax liability, if any. Depending on a shareholder’s state of residence,
exempt-interest dividends from interest earned on municipal securities of a state or its political subdivisions may be
exempt in the hands of such shareholder from income tax in that state. However, income from municipal securities of
states other than the shareholder’s state of residence generally will not qualify for tax-free treatment for such
shareholder.

In general, your non-tax-exempt distributions are subject to U.S. federal income tax when they are paid, whether you
take them in cash or reinvest them in the Fund. Distributions from the Fund’s net investment income (other than net
tax-exempt income), including any net short-term capital gains, if any, are taxable to you as ordinary income. Whether
distributions of capital gains represent long-term or short-term capital gains is determined by how long the Fund
owned the investments that generated them, rather than how long you have owned your Shares. Distributions of net
short-term capital gains in excess of net long–term capital losses, if any, are generally taxable as ordinary income.
Distributions of net long-term capital gains in excess of net short-term capital losses, if any, that are properly reported
as capital gain dividends are generally taxable as long-term capital gains. Long-term capital gains of a non-corporate
shareholder are generally taxable at a maximum rate of 15% or 20%, depending on whether the shareholder’s income
exceeds certain threshold amounts. The Fund does not expect that any of its distributions will be qualified dividends
eligible for lower tax rates or for the corporate dividends received deduction.

Exempt-interest dividends from the Fund are taken into account in determining the taxable portion of any Social
Security or railroad retirement benefits that you receive.
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Any interest on indebtedness incurred or continued to purchase or carry the Fund’s Shares to which exempt-interest
dividends are allocated is not deductible. Under certain applicable rules, the purchase or ownership of Shares may be
considered to have been made with borrowed funds even though such funds are not directly used for the purchase or
ownership of the Shares.

Distributions in excess of the Fund’s current and accumulated earnings and profits are treated as a tax-free return of
your investment to the extent of your basis in the Shares, and generally as capital gain thereafter. A return of capital,
which for tax purposes is treated as a return of your investment, reduces your basis in Shares, thus reducing any loss
or increasing any gain on a subsequent taxable disposition of Shares. A distribution will reduce the Fund’s NAV per
Share and may be taxable to you as ordinary income or capital gain even though, from an economic standpoint, the
distribution may constitute a return of capital.

Backup Withholding. The Fund may be required to withhold a percentage of your distributions and proceeds if you
have not provided a taxpayer identification number or social security number or otherwise established a basis for
exemption from backup withholding. The backup withholding rate for individuals is currently 28%. This is not an
additional tax and may be refunded, or credited against your U.S. federal income tax liability, provided certain
required information is furnished to the Internal Revenue Service.

Taxes on the Sale or Cash Redemption of Exchange Listed Shares. Currently, any capital gain or loss realized upon a
sale of Shares is generally treated as long term capital gain or loss if the Shares have been held for more than one year
and as a short -term capital gain or loss if held for one year or less. However, any capital loss on a sale of Shares held
for six months or less is treated as long-term capital loss to the extent that capital gain dividends were paid with
respect to such Shares. The ability to deduct capital losses may be limited. To the extent that a shareholder’s Shares are
redeemed for cash, this is normally treated as a sale for tax purposes.

Taxes on Creations and Redemptions of Creation Units. A person who exchanges securities for Creation Units
generally will recognize a gain or loss. The gain or loss will be equal to the difference between the market value of the
Creation Units at the time of exchange and the sum of the exchanger’s aggregate basis in the securities surrendered and
the amount of any cash paid for such Creation Units. A person who exchanges Creation Units for securities will
generally recognize a gain or loss equal to the difference between the exchanger’s basis in the Creation Units and the
sum of the aggregate market value of the securities received. The Internal Revenue Service, however, may assert that
a loss realized upon an exchange of primarily securities for Creation Units cannot be deducted currently under the
rules governing “wash sales,” or on the basis that there has been no significant change in economic position. Persons
exchanging securities for Creation Units or redeeming Creation Units should consult their own tax adviser with
respect to whether wash sale rules apply and when a loss might be deductible and the tax treatment of any creation or
redemption transaction.

Under current U.S. federal income tax laws, any capital gain or loss realized upon a redemption (or creation) of
Creation Units is generally treated as long-term capital gain or loss if the Shares (or securities surrendered) have been
held for more than one year and as a short-term capital gain or loss if the Shares (or securities surrendered) have been
held for one year or less.
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If you create or redeem Creation Units, you will be sent a confirmation statement showing how many Shares you
created or sold and at what price.

Medicare Tax. An additional 3.8% Medicare tax is imposed on certain net investment income (including ordinary
dividends and capital gain distributions received from the Fund and net gains from redemptions or other taxable
dispositions of Fund Shares) of U.S. individuals, estates and trusts to the extent that such person’s “modified adjusted
gross income” (in the case of an individual) or “adjusted gross income” (in the case of an estate or trust) exceeds certain
threshold amounts.

Non-U.S. Shareholders. If you are not a citizen or resident alien of the United States or if you are a non-U.S. entity,
the Fund’s ordinary income dividends (which include distributions of net short-term capital gains) 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.

As part of the Foreign Account Tax Compliance Act, (“FATCA”), the Fund may be required to withhold 30% on certain
types of U.S. sourced income (e.g., dividends, interest, and other types of passive income), and after January 1, 2019
proceeds from the sale or other disposition of property producing U.S. sourced income and certain capital gain
dividends to (i) foreign financial institutions (“FFIs”), including non-U.S. investment funds, unless they agree to collect
and disclose to the Internal Revenue Service (“IRS”) information regarding their direct and indirect U.S. account holders
and (ii) certain nonfinancial foreign entities (“NFFEs”), unless they certify certain information regarding their direct and
indirect U.S. owners. To avoid possible withholding, FFIs will need to enter into agreements with the IRS which state
that they will provide the IRS information, including the names, account numbers and balances, addresses and
taxpayer identification numbers of U.S.
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account holders and comply with due diligence procedures with respect to the identification of U.S. accounts as well
as agree to withhold tax on certain types of withholdable payments made to non-compliant foreign financial
institutions or to applicable foreign account holders who fail to provide the required information to the IRS, or similar
account information and required documentation to a local revenue authority, should an applicable intergovernmental
agreement be implemented. NFFEs will need to provide certain information regarding each substantial U.S. owner or
certifications of no substantial U.S. ownership, unless certain exceptions apply, or agree to provide certain information
to the IRS.

While some parts of the FATCA rules have not been finalized, the Fund may be subject to the FATCA withholding
obligation, and also will be required to perform due diligence reviews to classify foreign entity investors for FATCA
purposes. Investors are required to agree to provide information necessary to allow the Fund to comply with the
FATCA rules. If the Fund is required to withhold amounts from payments pursuant to FATCA, investors will receive
distributions that are reduced by such withholding amounts.

Non-U.S. shareholders are advised to consult their tax advisors with respect to the particular tax consequences to them
of an investment in the Fund, including the possible applicability of the U.S. estate tax.

The foregoing discussion summarizes some of the consequences under current U.S. federal income tax law of an
investment in the Fund. It is not a substitute for personal tax advice. Consult your own tax advisor about the potential
tax consequences of an investment in the Fund under all applicable tax laws.

Index Provider

The Index is published by Bloomberg Finance L.P. and its affiliates (the “Index Provider” or “Bloomberg”). The Index
Provider does not sponsor, endorse, or promote the Fund and bears no liability with respect to the Fund or any
security.
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BLOOMBERG Barclays amt-free National municipal index

The Index is a market size weighted index comprised of publicly traded municipal bonds that cover the U.S.
dollar-denominated investment grade and high yield tax-exempt bond markets. The majority of the Index’s constituents
are from the revenue sector. The revenue sector is divided into industry sectors that include but are not limited to the
following: electric, health care, transportation, education, water & sewer, resource recovery, leasing and special tax.
As of September 30, 2016, Index consisted of 50,141 bonds.

The Index is calculated using a market value weighting methodology. The Index tracks the municipal bond market
with a 75% weight in investment grade municipal bonds and a 25% weight in non-investment grade municipal bonds.
It is comprised of two total return, market size weighted benchmark indexes with weights as follows:

·

75% weight in Muni Investment-Grade Rated/$75 Million Deal Size Index. To be included in the Muni
Investment-Grade Rated/$75 Million Deal Size Index, a bond must be rated Baa3/BBB- or higher by at least two of
the following rating agencies if all three agencies rate the bond: Moody’s Investors Service (“Moody’s”), Standard &
Poor’s Ratings Services (“S&P”) and Fitch Ratings, Inc. (“Fitch”). If only two of the three agencies rate the bond, the
lower rating is used to determine index eligibility. If only one of the three agencies rates a security, the rating must be
Baa3/BBB- or higher. Bonds in the Muni Investment-Grade Rated/$75 Million Deal Size Index must have an
outstanding par value of at least $7 million and be issued as part of a transaction of at least $75 million.

·

25% weight in Muni High Yield/$20 Million Deal Size Index. To be included in the Muni High Yield/$20 Million
Deal Size Index, a bond must be unrated or rated Ba1/BB+ or lower by at least two of the following rating agencies if
all three agencies rate the bond: Moody’s, S&P and Fitch. If only two of the three agencies rate the bond, the lower
rating is used to determine index eligibility. If only one of the three agencies rates a security, the rating must be
Ba1/BB+ or lower. Bonds in the Muni High Yield/$20 Million Deal Size Index must have an outstanding par value
of at least $3 million and be issued as part of a transaction of at least $20 million.

All bonds must have a fixed rate, a dated date (i.e., the date when interest begins to accrue) after December 31, 1990,
and a nominal maturity of 1 to 30 years. Bonds subject to the alternative minimum tax, taxable municipal bonds,
bonds with floating rates, derivatives and municipal bonds of issuers from the territories of the United States (e.g.,
Puerto Rico) are excluded from the Index.

The composition of the Index is rebalanced monthly. Interest and principal payments earned by the component
securities are held in the Index without a reinvestment return until month end when they are removed from the Index.
Qualifying securities issued, but not necessarily settled, on or before the month end rebalancing date qualify for
inclusion in the Index in the following month. The Index is calculated and is available daily by Bloomberg.
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License Agreement and DisclaimerS

The information contained herein regarding the Index was provided by Bloomberg. The information contained herein
regarding the securities markets and DTC was obtained from publicly available sources.

BLOOMBERG is a trademark and service mark of Bloomberg Finance L.P. BARCLAYS is a trademark and service
mark of Barclays Bank Plc (collectively with Barclays Capital Inc. and their affiliates “Barclays”), used under license.
Bloomberg Finance L.P. and its affiliates (collectively, “Bloomberg”) or Bloomberg’s licensors own all proprietary rights
in the Bloomberg Barclays AMT-Free National Municipal Index (the “BLOOMBERG BARCLAYS INDEX”). The
BLOOMBERG BARCLAYS INDEX has been licensed for use in connection with the listing and trading of the
VanEck Vectors AMT-Free National Municipal Index ETF (the “VanEck Vectors ETF”) on BATS Global Markets, Inc.
(“BATS”). The VanEck Vectors ETF is not sponsored by, endorsed, sold or promoted by Bloomberg or Barclays and
neither Bloomberg nor Barclays makes any representation regarding the advisability of investing in it. The only
relationship to the Adviser with respect to the VanEck Vectors ETF is the licensing of certain trademarks and trade
names of Bloomberg and Barclays and the BLOOMBERG BARCLAYS INDEX that is determined, composed and
calculated by Bloomberg without regard to the Adviser or any investor in the VanEck Vectors ETF.

Neither Bloomberg nor Barclays guarantee the timeliness, accuracy or completeness of any data or information
relating to the BLOOMBERG BARCLAYS INDEX or make any warranty, express or implied, as to the
BLOOMBERG BARCLAYS INDEX or any data or values relating thereto or results to be obtained therefrom, and
expressly disclaims all warranties of merchantability and fitness for a particular purpose with respect thereto. It is not
possible to invest directly in an index. Back-tested performance is not actual performance. Past performance is not an
indication of future results. To the maximum extent allowed by law, Bloomberg and its licensors, including Barclays,
and their respective employees, contractors, agents, suppliers and vendors shall have no liability or responsibility
whatsoever for any injury or damages - whether direct, indirect, consequential, incidental, punitive or otherwise -
arising in connection with BLOOMBERG BARCLAYS INDEX or any data or values relating thereto - whether
arising from their negligence or otherwise. Nothing in the BLOOMBERG BARCLAYS INDEX shall constitute or be
construed as an offering of financial instruments or as investment advice or investment recommendations (i.e.,
recommendations as to whether or not to “buy,” “sell,” “hold” or enter into any other transaction involving a specific
interest) by Bloomberg or its affiliates or licensors or a recommendation as to an investment or other strategy. Data
and other information available via the BLOOMBERG BARCLAYS INDEX should not be considered as information
sufficient upon which to base an investment decision. All information provided by the BLOOMBERG BARCLAYS
INDEX is impersonal and not tailored to the needs of any specific person, entity or group of persons. Bloomberg and
its affiliates express no opinion on the future or expected value of any security or other interest and do not explicitly or
implicitly recommend or suggest an investment strategy of any kind. In addition, Barclays is not the issuer or producer
of the BLOOMBERG BARCLAYS INDEX and has no responsibilities, obligations or duties to investors in any
products based on the index. Investors in products based on the BLOOMBERG BARCLAYS INDEX do not enter
into any relationship with Barclays and Barclays does not sponsor, endorse, sell or promote, and Barclays makes no
representation regarding the advisability or use of, the BLOOMBERG BARCLAYS INDEX or any data included
therein. Customers should consider obtaining independent advice before making any financial decisions.
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Financial Highlights

The Fund has not yet commenced operations as of the date of this Prospectus and therefore it does not have a financial
history.
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Premium/Discount Information

The Fund has not yet commenced operations and, therefore, does not have information about the differences between
the Fund’s daily market price on BATS and its NAV. Information regarding how often the Shares of the Fund traded
on BATS at a price above (i.e., at a premium) or below (i.e., at a discount) the NAV of the Fund during the past four
calendar quarters, as applicable, can be found at www.vaneck.com.
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General Information

Continuous Offering

The method by which Creation Units are created and traded may raise certain issues under applicable securities laws.
Because new Creation Units are issued and sold by the Trust on an ongoing basis, a “distribution,” as such term is used
in the Securities Act, may occur at any point. Broker dealers and other persons are cautioned that some activities on
their part may, depending on the circumstances, result in their being deemed participants in a distribution in a manner
which could render them statutory underwriters and subject them to the prospectus delivery and liability provisions of
the Securities Act.

For example, a broker dealer firm or its client may be deemed a statutory underwriter if it takes Creation Units after
placing an order with the Distributor, breaks them down into constituent Shares, and sells such Shares directly to
customers, or if it chooses to couple the creation of a supply of new Shares with an active selling effort involving
solicitation of secondary market demand for Shares. A determination of whether one is an underwriter for purposes of
the Securities Act must take into account all the facts and circumstances pertaining to the activities of the broker
dealer or its client in the particular case, and the examples mentioned above should not be considered a complete
description of all the activities that could lead to a categorization as an underwriter.

Broker dealers who are not “underwriters” but are participating in a distribution (as contrasted to ordinary secondary
trading transactions), and thus dealing with Shares that are part of an “unsold allotment” within the meaning of Section
4(3)(C) of the Securities Act, would be unable to take advantage of the prospectus delivery exemption provided by
Section 4(3) of the Securities Act. This is because the prospectus delivery exemption in Section 4(3) of the Securities
Act is not available in respect of such transactions as a result of Section 24(d) of the 1940 Act. As a result, broker
dealer firms should note that dealers who are not underwriters but are participating in a distribution (as contrasted with
ordinary secondary market transactions) and thus dealing with the Shares that are part of an overallotment within the
meaning of Section 4(3)(A) of the Securities Act would be unable to take advantage of the prospectus delivery
exemption provided by Section 4(3) of the Securities Act. Firms that incur a prospectus delivery obligation with
respect to Shares are reminded that, under Rule 153 of the Securities Act, a prospectus delivery obligation under
Section 5(b)(2) of the Securities Act owed to an exchange member in connection with a sale on BATS is satisfied by
the fact that the prospectus is available at BATS upon request. The prospectus delivery mechanism provided in Rule
153 is only available with respect to transactions on an exchange.

In addition, certain affiliates of the Fund and the Adviser may purchase and resell Fund shares pursuant to this
Prospectus.

Other Information
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The Trust was organized as a Delaware statutory trust on March 15, 2001. Its Declaration of Trust currently permits
the Trust to issue an unlimited number of Shares of beneficial interest. If shareholders are required to vote on any
matters, each Share outstanding would be entitled to one vote. Annual meetings of shareholders will not be held
except as required by the 1940 Act and other applicable law. See the Fund’s SAI for more information concerning the
Trust’s form of organization. Section 12(d)(1) of the 1940 Act restricts investments by investment companies in the
securities of other investment companies, including Shares of the Fund. Registered investment companies are
permitted to invest in the Fund beyond the limits set forth in Section 12(d)(1) subject to certain terms and conditions
set forth in an SEC exemptive order issued to the Trust, including that such investment companies enter into an
agreement with the Fund.

The Prospectus, SAI and any other Fund communication do not create any contractual obligations between the Fund’s
shareholders and the Trust, the Fund, the Adviser and/or the Trustees. Further, shareholders are not intended
third-party beneficiaries of any contracts entered into by (or on behalf of) the Fund, including contracts with the
Adviser or other parties who provide services to the Fund.

Dechert LLP serves as counsel to the Trust, including the Fund. [ ] serves as the Trust’s independent registered public
accounting firm and will audit the Fund’s financial statements annually.

Additional Information

This Prospectus does not contain all the information included in the Registration Statement filed with the SEC with
respect to the Fund’s Shares. Information about the Fund can be reviewed and copied at the SEC’s Public Reference
Room and information on the operation of the Public Reference Room may be obtained by calling the SEC at
1.202.551.8090. The Fund’s
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Registration Statement, including this Prospectus, the Fund’s SAI and the exhibits may be examined at the offices of
the SEC (100 F Street, NE, Washington, DC 20549) or on the EDGAR database at the SEC’s website
(http://www.sec.gov), and copies may be obtained, after paying a duplicating fee, by electronic request at the
following email address: publicinfo@sec.gov, or by writing the SEC’s Public Reference Section, Washington, DC
20549-1520. These documents and other information concerning the Trust also may be inspected at the offices of
BATS (8050 Marshall Drive, Lenexa, KS 66214 USA).

The SAI for the Fund, which has been filed with the SEC, provides more information about the Fund. The SAI for the
Fund is incorporated herein by reference and is legally part of this Prospectus. Additional information about the Fund’s
investments will be available in the Fund’s annual and semi-annual reports to shareholders. In the Fund’s annual report,
when available, you will find a discussion of the market conditions and investment strategies that significantly
affected the Fund’s performance during its last fiscal year. The SAI and the Fund’s annual and semi-annual reports may
be obtained without charge by writing to the Fund at Van Eck Securities Corporation, the Fund’s distributor, at 666
Third Avenue, 9th Floor, New York, New York 10017 or by calling the distributor at the following number: Investor
Information: 800-826-2333.

Shareholder inquiries may be directed to the Fund in writing to 666 Third Avenue, 9th Floor, New York, New York
10017 or by calling 800-826-2333.

The Fund’s SAI will be available at www.vaneck.com.

(Investment Company Act file no. 811-10325)
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For more detailed information about the Fund, see the SAI dated [ ], which is incorporated by reference into this
Prospectus. Additional information about the Fund’s investments will be available in the Fund’s annual and
semi-annual reports to shareholders. In the Fund’s annual report, when available, you will find a discussion of the
market conditions and investment strategies that significantly affected the Fund’s performance during its last fiscal
year.

Call VanEck at 800-826-2333 to request, free of charge, the annual or semi-annual reports, when available, the SAI,
or other information about the Fund or to make shareholder inquiries. You may also obtain the SAI or the Fund’s
annual or semi-annual reports, when available, by visiting the VanEck website at www.vaneck.com.

Information about the Fund (including the SAI) can also be reviewed and copied at the SEC Public Reference Room
in Washington, D.C. Information about the operation of the Public Reference Room may be obtained by calling
202.551.8090.

Reports and other information about the Fund are available on the EDGAR Database on the SEC’s internet site at
http://www.sec.gov. In addition, copies of this information may be obtained, after paying a duplicating fee, by
electronic request at the following email address: publicinfo@sec.gov, or by writing the SEC’s Public Reference
Section, Washington, DC 20549-0102.

Transfer Agent: The Bank of New York Mellon
SEC Registration Number: 333-123257
1940 Act Registration Number: 811-10325

800.826.2333

vaneck.com
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The information in this Statement of Additional Information is not complete and may be changed. The Trust may not
sell these securities until the registration statement filed with the Securities and Exchange Commission is effective.
This Statement of Additional Information is not an offer to sell these securities and is not soliciting an offer to buy
these securities in any jurisdiction where the offer or sale is not permitted.

Subject to Completion

Preliminary Statement of Additional Information dated October 31, 2016

VANECK VECTORS ETF TRUST

STATEMENT OF ADDITIONAL INFORMATION

Dated [      ]

This Statement of Additional Information (“SAI”) is not a prospectus. It should be read in conjunction with the
Prospectus dated [      ] (the “Prospectus”) for the VanEck Vectors ETF Trust (the “Trust”), relating to the series of the
Trust listed below, as it may be revised from time to time.

Fund Principal U.S. Listing Exchange Ticker
VanEck Vectors AMT-Free National Municipal Index ETF BATS Global Markets, Inc. MUNY

A copy of the Prospectus may be obtained without charge by writing to the Trust or the Distributor. The Trust’s
address is 666 Third Avenue, 9th Floor, New York, New York 10017. Capitalized terms used herein that are not
defined have the same meaning as in the Prospectus, unless otherwise noted.
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GENERAL DESCRIPTION OF THE TRUST

The Trust is an open-end management investment company. The Trust currently consists of [ ] investment portfolios.
This SAI relates to one investment portfolio, VanEck Vectors AMT-Free National Municipal Index ETF (the “Fund”).
The Fund is classified as a non-diversified fund under the Investment Company Act of 1940, as amended (“1940 Act”),
and, as a result, is not required to meet certain diversification requirements under the 1940 Act. The Trust was
organized as a Delaware statutory trust on March 15, 2001. The shares of the Fund are referred to herein as “Shares.”

The Fund will offer and issue Shares at its net asset value (“NAV”) only in aggregations of a specified number of Shares
(each, a “Creation Unit”). Similarly, Shares will be redeemable by the Fund only in Creation Units. The Shares of the
Fund are expected to be approved for listing, subject to notice of issuance, on the BATS Global Markets, Inc. (“BATS”
or the “Exchange”), and will trade in the secondary market at market prices that may differ from the Shares’ NAV. A
Creation Unit consists of 50,000 Shares. The Trust reserves the right to permit or require a “cash” option for creations
and redemptions of Shares (subject to applicable legal requirements) to the extent such Shares are not created and
redeemed in cash.
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INVESTMENT POLICIES AND RESTRICTIONS

Municipal Securities

The Fund may invest in securities issued by states, municipalities and other political subdivisions, agencies,
authorities and instrumentalities of states and multi-state agencies or authorities. Municipal securities share the
attributes of debt/fixed income securities in general, but are generally issued by states, municipalities and other
political subdivisions, agencies, authorities and instrumentalities of states and multi-state agencies or authorities. The
municipal securities which the Fund may purchase include general obligation bonds and limited obligation bonds (or
revenue bonds), including industrial development bonds issued pursuant to former federal tax law. General obligation
bonds are obligations involving the credit of an issuer possessing taxing power and are payable from such issuer’s
general revenues and not from any particular source. Limited obligation bonds are payable only from the revenues
derived from a particular facility or class of facilities or, in some cases, from the proceeds of a special excise or other
specific revenue source. Tax-exempt industrial development bonds generally are also revenue bonds and thus are not
payable from the issuer’s general revenues. The credit and quality of industrial development bonds are usually related
to the credit of the corporate user of the facilities. Payment of interest on and repayment of principal of such bonds is
the responsibility of the corporate user (and/or any guarantor). In addition, the Fund may invest in lease obligations.
Lease obligations may take the form of a lease or an installment purchase contract issued by public authorities to
acquire a wide variety of equipment and facilities. The securities of state and municipal governments and their
political subdivisions are not considered to be issued by members of any industry.

Repurchase Agreements

The Fund may invest in repurchase agreements with commercial banks, brokers or dealers to generate income from its
excess cash balances and to invest securities lending cash collateral. A repurchase agreement is an agreement under
which the Fund acquires a money market instrument (generally a security issued by the U.S. Government or an
agency thereof, a banker’s acceptance or a certificate of deposit) from a seller, subject to resale to the seller at an
agreed upon price and date (normally, the next business day). A repurchase agreement may be considered a loan
collateralized by securities. The resale price reflects an agreed upon interest rate effective for the period the instrument
is held by the Fund and is unrelated to the interest rate on the underlying instrument.

In these repurchase agreement transactions, the securities acquired by the Fund (including accrued interest earned
thereon) must have a total value at least equal to the value of the repurchase agreement and are held by the Trust’s
custodian bank until repurchased. In addition, the Trust’s Board of Trustees (“Board” or “Trustees”) has established
guidelines and standards for review of the creditworthiness of any bank, broker or dealer counterparty to a repurchase
agreement with the Fund. No more than an aggregate of 15% of the Fund’s net assets will be invested in repurchase
agreements having maturities longer than seven days.

Edgar Filing: VanEck Vectors ETF Trust - Form 485APOS

56



The use of repurchase agreements involves certain risks. For example, if the other party to the agreement defaults on
its obligation to repurchase the underlying security at a time when the value of the security has declined, the Fund may
incur a loss upon disposition of the security. If the other party to the agreement becomes insolvent and subject to
liquidation or reorganization under the Bankruptcy Code or other laws, a court may determine that the underlying
security is collateral not within the control of the Fund and, therefore, the Fund may incur delays in disposing of the
security and/or may not be able to substantiate its interest in the underlying security and may be deemed an unsecured
creditor of the other party to the agreement.
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Futures Contracts and Options

Futures contracts generally provide for the future purchase or sale of a specified instrument, index or commodity at a
specified future time and at a specified price. Bond index futures contracts and other types of futures contracts are
settled daily with a payment by one party to the other of a cash amount based on the difference between the level of
the bond index or other underlying instrument specified in the contract from one day to the next. Futures contracts are
standardized as to maturity date and underlying instrument and are traded on futures exchanges. The Fund may use
futures contracts and options on futures contracts based on other indexes or combinations of indexes that Van Eck
Associates Corporation (the “Adviser”) believes to be representative of the Fund’s benchmark index (the “Index”).

An option is a contract that provides the holder of the option the right to buy or sell shares or other assets at a fixed
price, within a specified period of time. An American call option gives the option holder the right to buy the
underlying security from the option writer at the option exercise price at any time prior to the expiration of the option.
A European call option gives the option holder the right to buy the underlying security from the option writer only on
the option expiration date. An American put option gives the option holder the right to sell the underlying security to
the option writer at the option exercise price at any time prior to the expiration of the option. A European put option
gives the option holder the right to sell the underlying security to the option writer at the option exercise price only on
the option expiration date.

Although futures contracts (other than cash settled futures contracts including most bond index futures contracts) by
their terms call for actual delivery or acceptance of the underlying instrument or commodity, in most cases the
contracts are closed out before the maturity date without the making or taking of delivery. Closing out an open futures
position is done by taking an opposite position (buying the same contract which was previously sold or selling the
same contract previously purchased) in an identical contract to terminate the position. Brokerage commissions are
incurred when a futures contract position is opened or closed.

Futures traders are required to make a good faith margin deposit (typically in cash or government securities) with a
broker or custodian to initiate and maintain open positions in futures contracts. A margin deposit is intended to assure
completion of the contract (delivery or acceptance of the underlying instrument or commodity or payment of the cash
settlement amount) if it is not terminated prior to the specified delivery date. Brokers may establish deposit
requirements that are higher than the exchange minimums. Futures contracts are customarily purchased and sold on
margin deposits which may range upward from less than 5% of the value of the contract being traded.

After a futures contract position is opened, the value of the contract is marked-to-market daily. If the futures contract
price changes to the extent that the margin on deposit does not satisfy margin requirements, payment of additional
“variation” margin will be required.

Conversely, a change in the contract value may reduce the required margin, resulting in a repayment of excess margin
to the contract holder. Variation margin payments are made to and from the futures broker for as long as the contract
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remains open. The Fund expects to earn interest income on its margin deposits in the form of cash.

The Fund may use futures contracts and options thereon, together with positions in cash and money market
instruments, to simulate full investment in the Index. Under such circumstances, the Adviser may seek to utilize other
instruments that it believes to be correlated to the Index components or a subset of the components. Liquid futures
contracts may not be currently available for the Index.
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Positions in futures contracts and options may be closed out only on an exchange that provides a secondary market
therefor. However, there can be no assurance that a liquid secondary market will exist for any particular futures
contract or option at any specific time. Thus, it may not be possible to close a futures or options position. In the event
of adverse price movements, the Fund would continue to be required to make daily cash payments to maintain its
required margin. In such situations, if the Fund has insufficient cash, it may have to sell portfolio securities to meet
daily margin requirements at a time when it may be disadvantageous to do so. In addition, the Fund may be required
to make delivery of the instruments underlying futures contracts it has sold.

The Fund will seek to minimize the risk that it will be unable to close out a futures or options contract by only
entering into futures and options for which there appears to be a liquid secondary market.

The risk of loss in trading futures contracts or uncovered call options in some strategies (e.g., selling uncovered bond
index futures contracts) is potentially unlimited. The Fund does not plan to use futures and options contracts in this
way. The risk of a futures position may still be large as traditionally measured due to the low margin deposits
required. In many cases, a relatively small price movement in a futures contract may result in immediate and
substantial loss or gain to the investor relative to the size of a required margin deposit.

Utilization of futures transactions by the Fund involves the risk of imperfect or even negative correlation to the Index
if the index underlying the futures contracts differs from the Index. There is also the risk of loss by the Fund of margin
deposits in the event of the bankruptcy or other similar insolvency with respect to a broker with whom the Fund has an
open position in the futures contract or option.

Certain financial futures exchanges limit the amount of fluctuation permitted in futures contract prices during a single
trading day. The daily limit establishes the maximum amount that the price of a futures contract may vary either up or
down from the previous day’s settlement price at the end of a trading session. Once the daily limit has been reached in
a particular type of contract, no trades may be made on that day at a price beyond that limit. The daily limit governs
only price movements during a particular trading day and therefore does not limit potential losses, because the limit
may prevent the liquidation of unfavorable positions. Futures contract prices have occasionally moved to the daily
limit for several consecutive trading days with little or no trading, thereby preventing prompt liquidation of future
positions and subjecting some futures traders to substantial losses.

Except as otherwise specified in the Fund’s Prospectus or this SAI, there are no limitations on the extent to which the
Fund may engage in transactions involving futures and options thereon. The Fund will take steps to prevent its futures
positions from “leveraging” its securities holdings. When the Fund has a long futures position requiring physical
settlement, it will maintain with its custodian bank, cash or liquid securities having a value equal to the notional value
of the contract (less any margin deposited in connection with the position). When the Fund has a short futures position
requiring physical settlement, the Fund will maintain with its custodian bank assets substantially identical to those
underlying the contract or cash and liquid securities (or a combination of the foregoing) having a value equal to the
net obligation of the Fund under the contract (less the value of any margin deposits in connection with the position).
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Swaps

Over-the-counter (“OTC”) swap agreements are contracts between parties in which one party agrees to make payments
to the other party based on the change in market value or level of a specified index or asset. In return, the other party
agrees to make payments to the first party based on the return of a different specified index or asset, usually an interest
rate. Although OTC swap agreements entail the
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risk that a party will default on its payment obligations thereunder, the Fund seeks to reduce this risk generally by
receiving (or paying) collateral daily and entering into agreements that involve payments no less frequently than
quarterly. The net amount of the excess, if any, of the Fund’s obligations over its entitlements with respect to each
swap is accrued on a daily basis and an amount of cash or highly liquid securities having an aggregate value at least
equal to the accrued excess is maintained in an account at the Trust’s custodian bank.

The Fund may enter into interest rate swaps and credit default swaps. Interest rate swaps are typically exchange-traded
contracts in which a party agrees to make periodic payments on certain referenced interest rates (e.g., a fixed rate or a
floating rate) applied to a specified notional amount. A credit default swap on a security is a bilateral contract that
enables an investor to buy or sell protection against a defined-issuer credit event. Credit default swaps referencing
fixed income indices are generally traded on exchanges. The Fund may enter into credit default swap agreements
either as a buyer or a seller. The Fund may buy protection to attempt to mitigate the risk of default or credit quality
deterioration in one or more of its individual holdings or in a segment of the fixed income securities market to which it
has exposure, or to take a “short” position in individual bonds or market segments which it does not own. The Fund may
sell protection in an attempt to gain exposure to the credit quality characteristics of particular bonds or market
segments without investing directly in those bonds or market segments. As the protection seller in a credit default
swap, the Fund effectively adds economic leverage to its portfolio because, in addition to being subject to investment
exposure on its total net assets, the Fund is subject to investment exposure on the notional amount of the swap.

The use of such swap agreements involves certain risks. For example, if the counterparty under an OTC swap
agreement defaults on its obligation to make payments due from it as a result of its bankruptcy or otherwise, the Fund
may lose such payments altogether or collect only a portion thereof, which collection could involve costs or delays.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) and related regulatory
developments require the clearing and exchange-trading of certain standardized OTC derivative instruments that the
Commodity Futures Trading Commission (“CFTC”) and Securities and Exchange Commission (“SEC”) defined as “swaps”
and “security-based swaps,” respectively. Mandatory exchange-trading and clearing is occurring on a phased-in basis
based on the type of market participant and CFTC approval of contracts for central clearing and exchange trading. In a
cleared swap, the Fund’s ultimate counterparty is a central clearinghouse rather than a swap dealer, bank or other
financial institution. The Fund enters into cleared swaps through an executing broker. Such transactions are then
submitted for clearing and, if cleared, will be held at regulated futures commission merchants (“FCMs”) that are
members of the clearinghouse that serves as the central counterparty. When the Fund enters into a cleared swap, it
must deliver to the central counterparty (via an FCM) an amount referred to as “initial margin.” Initial margin
requirements are determined by the central counterparty, but an FCM may require additional initial margin above the
amount required by the central counterparty. During the term of the swap agreement, a “variation margin” amount may
also be required to be paid by the Fund or may be received by the Fund in accordance with margin controls set for
such accounts, depending upon changes in the price of the underlying reference asset subject to the swap agreement.
At the conclusion of the term of the swap agreement, if the Fund has a loss equal to or greater than the margin amount,
the margin amount is paid to the FCM along with any loss in excess of the margin amount. If the Fund has a loss of
less than the margin amount, the excess margin is returned to the Fund. If the Fund has a gain, the full margin amount
and the amount of the gain is paid to the Fund.
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Central clearing is designed to reduce counterparty credit risk compared to uncleared swaps because central clearing
interposes the central clearinghouse as the counterparty to each participant’s swap, but it does not eliminate those risks
completely. There is also a risk of loss by the Fund of the
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initial and variation margin deposits in the event of bankruptcy of the FCM with which the Fund has an open position
in a swap contract. The assets of the Fund may not be fully protected in the event of the bankruptcy of the FCM or
central counterparty because the Fund might be limited to recovering only a pro rata share of all available funds and
margin segregated on behalf of an FCM’s customers or central counterparty’s clearing members. If the FCM does not
provide accurate reporting, the Fund is also subject to the risk that the FCM could use the Fund’s assets, which are held
in an omnibus account with assets belonging to the FCM’s other customers, to satisfy its own financial obligations or
the payment obligations of another customer to the central counterparty. Certain swaps have begun trading on
exchanges called swap execution facilities. Exchange-trading is expected to, but may not necessarily, increase the
liquidity of swaps trading.

In addition, with respect to cleared swaps, the Fund may not be able to obtain as favorable terms as it would be able to
negotiate for an uncleared swap. In addition, an FCM may unilaterally impose position limits or additional margin
requirements for certain types of swaps in which the Fund may invest. Central counterparties and FCMs generally can
require termination of existing cleared swap transactions at any time, and can also require increases in margin above
the margin that is required at the initiation of the swap agreement. Margin requirements for cleared swaps vary on a
number of factors, and the margin required under the rules of the clearinghouse and FCM may be in excess of the
collateral required to be posted by the Fund to support its obligations under a similar uncleared swap. However,
regulators recently adopted rules imposing certain margin requirements, including minimums, on uncleared swaps.

The Fund is also subject to the risk that, after entering into a cleared swap with an executing broker, no FCM or
central counterparty is willing or able to clear the transaction. In such an event, the central counterparty would void
the trade. Before the Fund can enter into a new trade, market conditions may become less favorable to the Fund.

The Adviser will continue to monitor developments regarding trading and execution of cleared swaps on exchanges,
particularly to the extent regulatory changes affect the Fund’s ability to enter into swap agreements and the costs and
risks associated with such investments.

Warrants and Subscription Rights

Warrants are equity securities in the form of options issued by a corporation which give the holder the right, but not
the obligation, to purchase stock, usually at a price that is higher than the market price at the time the warrant is
issued. A purchaser takes the risk that the warrant may expire worthless because the market price of the common stock
fails to rise above the price set by the warrant.

Currency Forwards
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A currency forward transaction is a contract to buy or sell a specified quantity of currency at a specified date in the
future at a specified price which may be any fixed number of days from the date of the contract agreed upon by the
parties. Currency forward contracts may be used to increase or reduce exposure to currency price movements.

The use of currency forward transactions involves certain risks. For example, if the counterparty under the contract
defaults on its obligation to make payments due from it as a result of its bankruptcy or otherwise, the Fund may lose
such payments altogether or collect only a portion thereof, which collection could involve costs or delays.
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Structured Notes

A structured note is a derivative security for which the amount of principal repayment and/or interest payments is
based on the movement of one or more “factors.” These factors include, but are not limited to, currency exchange rates,
interest rates (such as the prime lending rate or LIBOR), referenced bonds and stock indices. Some of these factors
may or may not correlate to the total rate of return on one or more underlying instruments referenced in such notes.
Investments in structured notes involve risks including interest rate risk, credit risk and market risk. Depending on the
factor(s) used and the use of multipliers or deflators, changes in interest rates and movement of such factor(s) may
cause significant price fluctuations. Structured notes may be less liquid than other types of securities and more volatile
than the reference factor underlying the note.

Participation Notes

Participation notes (“P-Notes”) are issued by banks or broker-dealers and are designed to offer a return linked to the
performance of a particular underlying equity security or market. P-Notes can have the characteristics or take the form
of various instruments, including, but not limited to, certificates or warrants. The holder of a P-Note that is linked to a
particular underlying security is entitled to receive any dividends paid in connection with the underlying security.
However, the holder of a P-Note generally does not receive voting rights as it would if it directly owned the
underlying security. P-Notes constitute direct, general and unsecured contractual obligations of the banks or
broker-dealers that issue them, which therefore subject the Fund to counterparty risk, as discussed below. Investments
in P-Notes involve certain risks in addition to those associated with a direct investment in the underlying foreign
securities or foreign securities markets whose return they seek to replicate. For instance, there can be no assurance that
the trading price of a P-Note will equal the value of the underlying foreign security or foreign securities market that it
seeks to replicate. As the purchaser of a P-Note, the Fund is relying on the creditworthiness of the counterparty issuing
the P-Note and has no rights under a P-Note against the issuer of the underlying security. Therefore, if such
counterparty were to become insolvent, the Fund would lose its investment. The risk that the Fund may lose its
investments due to the insolvency of a single counterparty may be amplified to the extent the Fund purchases P-Notes
issued by one issuer or a small number of issuers. P-Notes also include transaction costs in addition to those
applicable to a direct investment in securities. In addition, the Fund’s use of P-Notes may cause the Fund’s performance
to deviate from the performance of the portion of the Index to which the Fund is gaining exposure through the use of
P-Notes.

Due to liquidity and transfer restrictions, the secondary markets on which P-Notes are traded may be less liquid than
the markets for other securities, which may lead to the absence of readily available market quotations for securities in
the Fund’s portfolio and may cause the value of the P-Notes to decline. The ability of the Fund to value its securities
becomes more difficult and the Adviser’s judgment in the application of fair value procedures may play a greater role
in the valuation of the Fund’s securities due to reduced availability of reliable objective pricing data. Consequently,
while such determinations will be made in good faith, it may nevertheless be more difficult for the Fund to accurately
assign a daily value to such securities.

Future Developments
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The Fund may take advantage of opportunities in the area of options, futures contracts, options on futures contracts,
warrants, swaps and any other investments which are not presently contemplated for use or which are not currently
available, but which may be developed, to the extent such investments are considered suitable for the Fund by the
Adviser.
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Investment Restrictions

The Trust has adopted the following investment restrictions as fundamental policies with respect to the Fund. These
restrictions cannot be changed without the approval of the holders of a majority of the Fund’s outstanding voting
securities. For purposes of the 1940 Act, a majority of the outstanding voting securities of the Fund means the vote, at
an annual or a special meeting of the security holders of the Trust, of the lesser of (1) 67% or more of the voting
securities of the Fund present at such meeting, if the holders of more than 50% of the outstanding voting securities of
the Fund are present or represented by proxy, or (2) more than 50% of the outstanding voting securities of the Fund.
Under these restrictions:

1.

The Fund may not make loans, except that the Fund may (i) lend portfolio securities, (ii) enter into repurchase
agreements, (iii) purchase all or a portion of an issue of debt securities, bank loan or participation interests, bank
certificates of deposit, bankers’ acceptances, debentures or other securities, whether or not the purchase is made
upon the original issuance of the securities and (iv) participate in an interfund lending program with other
registered investment companies;

2.The Fund may not borrow money, except as permitted under the 1940 Act, and as interpreted or modified byregulation from time to time;

3.The Fund may not issue senior securities, except as permitted under the 1940 Act, and as interpreted or modified byregulation from time to time;

4.The Fund may not purchase a security (other than obligations of the U.S government, its agencies orinstrumentalities) if, as a result, 25% or more of its total assets would be invested in a single issuer;

5.

The Fund may not purchase or sell real estate, except that the Fund may (i) invest in securities of issuers that invest
in real estate or interests therein; (ii) invest in mortgage-related securities and other securities that are secured by
real estate or interests therein; and (iii) hold and sell real estate acquired by the Fund as a result of the ownership of
securities;

6.

The Fund may not engage in the business of underwriting securities issued by others, except to the extent that the
Fund may be considered an underwriter within the meaning of the Securities Act of 1933, as amended (the
“Securities Act”), in the disposition of restricted securities or in connection with its investments in other investment
companies;

7.

The Fund may not purchase or sell commodities, unless acquired as a result of owning securities or other
instruments, but it may purchase, sell or enter into financial options and futures, forward and spot currency
contracts, swap transactions and other financial contracts or derivative instruments and may invest in securities or
other instruments backed by commodities; and

8.

The Fund may not purchase any security if, as a result of that purchase, 25% or more of its total assets would be
invested in securities of issuers having their principal business activities in the same industry except that the Fund
may invest 25% or more of the value of its total assets in securities of issuers in any one industry or group of
industries if the index that the Fund replicates concentrates in an industry or group of industries. This limit does not
apply to securities issued or guaranteed by the U.S. Government, its agencies or instrumentalities.
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In addition, the Fund has adopted a fundamental investment policy to invest at least 80% of its assets in municipal
securities. For purposes of this policy, the term “assets” means net assets plus the amount of borrowings for investment
purposes.

In addition to the investment restrictions and investment policy adopted as fundamental policies as set forth above, the
Fund observes the following non-fundamental investment restrictions, which may be changed by the Board without a
shareholder vote. Under these restrictions:

1.
The Fund will not invest in securities which are “illiquid” securities, including repurchase agreements maturing in
more than seven days and options traded over-the-counter, if the result is that more than 15% of the Fund’s net
assets would be invested in such securities.

2.The Fund will not make short sales of securities.

3.
The Fund will not purchase any security on margin, except for such short-term loans as are necessary for clearance
of securities transactions. The deposit or payment by the Fund or initial or variation margin in connection with
futures contracts or related options thereon is not considered the purchase of a security on margin.

4.
The Fund will not participate in a joint or joint-and-several basis in any trading account in securities, although
transactions for the Fund and any other account under common or affiliated management may be combined or
allocated between the Fund and such account.

5.

The Fund will not purchase securities of open-end or closed-end investment companies except in compliance with
the 1940 Act or an exemption or other relief applicable to the Fund from the provisions of the 1940 Act, as
amended from time to time, although the Fund may not acquire any securities of registered open-end investment
companies or registered unit investment trusts in reliance on Sections 12(d)(1)(F) or 12(d)(1)(G) of the 1940 Act.

If a percentage limitation is adhered to at the time of investment or contract, a later increase or decrease in percentage
resulting from any change in value or total or net assets will not result in a violation of such restriction, except that the
percentage limitations with respect to the borrowing of money described above in fundamental restriction 2 will be
continuously complied with.

With respect to fundamental restriction 2, the 1940 Act permits the Fund to borrow money from banks in an amount
up to one-third of its total assets (including the amount borrowed) less its liabilities (not including any borrowings but
including the fair market value at the time of computation of any other senior securities then outstanding). The Fund
may also borrow an additional 5% of its total assets without regard to the foregoing limitation for temporary purposes
such as clearance of portfolio transactions. Practices and investments that may involve leverage but are not considered
to be borrowings are not subject to the policy.

With respect to fundamental restriction 3, the 1940 Act prohibits the Fund from issuing senior securities, except that
the Fund may borrow money in amounts of up to one-third of the Fund’s total assets from banks for any purpose. The
Fund may also borrow money or engage in economically similar transactions if those transactions do not constitute
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“senior securities” under the 1940 Act. The policy
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above will be interpreted not to prevent collateral arrangements with respect to swaps, options, forward or futures
contracts or other derivatives, or the posting of initial or variation margin.

The Fund may invest its remaining assets in securities not included in the Index, money market instruments or funds
which reinvest exclusively in money market instruments, in bonds that are in the relevant market but not the Index,
and/or in combinations of certain bond index futures contracts, options on such futures contracts, bond options, bond
index options, options on the Shares, and bond index swaps and swaptions, each with a view towards providing the
Fund with exposure to the securities in the Index. These investments may be made to invest uncommitted cash
balances or, in limited circumstances, to assist in meeting shareholder redemptions of Creation Units. The Fund will
not invest in money market instruments as part of a temporary defensive strategy to protect against potential bond
market declines.

10
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SPECIAL CONSIDERATIONS AND RISKS

A discussion of the risks associated with an investment in the Fund is contained in the Prospectus under the headings
“Summary Information-Principal Risks of Investing in the Fund” and “Additional Information About the Fund’s
Investment Strategies and Risks-Risks of Investing in the Fund.” The discussion below supplements, and should be
read in conjunction with, such sections of the Prospectus.

General

Investment in the Fund should be made with an understanding that the value of the Fund’s portfolio securities may
fluctuate in accordance with changes in the financial condition of the issuers of the portfolio securities, the value of
securities generally and other factors.

An investment in the Fund should also be made with an understanding of the risks inherent in an investment in fixed
income securities. An issuer may have the right to redeem or “call” a bond before maturity, in which case the investor
may have to reinvest the proceeds at lower market rates. Most bonds bear interest income at a “coupon” rate that is fixed
for the life of the bond. The value of a fixed rate bond usually rises when market interest rates fall, and falls when
market interest rates rise. Accordingly, a fixed rate bond’s yield (income as a percent of the bond’s current value) may
differ from its coupon rate as its value rises or falls. Other types of bonds bear income at an interest rate that is
adjusted periodically. Because of their adjustable interest rates, the values of “floating-rate” or “variable-rate” bonds
generally fluctuate less in response to market interest rate movements than the value of similar fixed rate bonds. The
Fund may treat some of these bonds as having a shorter maturity for purposes of calculating the weighted average
maturity of its investment portfolio. Generally, prices of higher quality issues tend to fluctuate more with changes in
market interest rates than prices of lower quality issues and prices of longer maturity issues tend to fluctuate more than
prices of shorter maturity issues. Bonds may be senior or subordinated obligations. Senior obligations generally have
the first claim on a corporation’s earnings and assets and, in the event of liquidation, are paid before subordinated
obligations. Bonds may be unsecured (backed only by the issuer’s general creditworthiness) or secured (also backed by
specified collateral).

The Fund is not actively managed by traditional methods, and therefore the adverse financial condition of any one
issuer will not result in the elimination of its securities from the securities held by the Fund unless the securities of
such issuer are removed from the Index.

An investment in the Fund should also be made with an understanding that the Fund will not be able to replicate
exactly the performance of the Index because the total return generated by the securities will be reduced by transaction
costs incurred in adjusting the actual balance of the securities and other Fund expenses, whereas such transaction costs
and expenses are not included in the calculation of the Index. In addition, the Fund’s use of a representative sampling
approach may cause the Fund to not be as well correlated with the return of the Index as would be the case if the Fund
purchased all of the securities in the Index in the proportions represented in the Index. The risk of non-correlation may
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be higher than other exchange-traded funds which utilize a sampling approach to the extent that the Fund invests a
portion of its assets in securities that have economic characteristics that are substantially identical to the securities
comprising the Index, but which are not included in the Index. It is also possible that for periods of time, the Fund
may not fully replicate the performance of the Index due to the temporary unavailability of certain Index securities in
the secondary market or due to other extraordinary circumstances. It is also possible that the composition of the Fund
may not exactly replicate the composition of the Index if the Fund has to adjust its portfolio holdings in order to
continue to qualify as a “regulated investment company” under the U.S. Internal Revenue Code of 1986, as amended
(the “Internal Revenue Code”).
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Regulatory developments affecting the exchange-traded and OTC derivatives markets may impair the Fund’s ability to
manage or hedge its investment portfolio through the use of derivatives. The Dodd-Frank Act and the rules
promulgated thereunder may limit the ability of the Fund to enter into one or more exchange-traded or OTC
derivatives transactions.

The Trust, on behalf of the Fund, has filed a notice of eligibility with the National Futures Association claiming an
exclusion from the definition of the term “commodity pool operator” (“CPO”) pursuant to CFTC Regulation 4.5, as
promulgated under the Commodity Exchange Act (“CEA”), with respect to the Fund’s operations. Therefore, neither the
Fund nor the Adviser (with respect to the Fund) is subject to registration or regulation as a commodity pool or CPO
under the CEA. If the Fund becomes subject to these requirements, the Fund may incur additional compliance and
other expenses.

The Fund’s use of derivatives may also be limited by the requirements of the Internal Revenue Code for qualification
as a regulated investment company for U.S. federal income tax purposes.

With respect to investments in swap transactions, commodity futures, commodity options or certain other derivatives
used for purposes other than bona fide hedging purposes, an investment company must meet one of the following tests
under the amended regulations in order to claim an exemption from being considered a “commodity pool” or CPO. First,
the aggregate initial margin and premiums required to establish an investment company’s positions in such investments
may not exceed five percent (5%) of the liquidation value of the investment company’s portfolio (after accounting for
unrealized profits and unrealized losses on any such investments). Alternatively, the aggregate net notional value of
such instruments, determined at the time of the most recent position established, may not exceed one hundred percent
(100%) of the liquidation value of the investment company’s portfolio (after accounting for unrealized profits and
unrealized losses on any such positions). In addition to meeting one of the foregoing trading limitations, the
investment company may not market itself as a commodity pool or otherwise as a vehicle for trading in the
commodity futures, commodity options or swaps and derivatives markets. In the event that the Adviser is required to
register as a CPO, the disclosure and operations of the Fund would need to comply with all applicable CFTC
regulations. Compliance with these additional registration and regulatory requirements would increase operational
expenses. Other potentially adverse regulatory initiatives could also develop.

Municipal Securities Risk

The market for municipal bonds may be less liquid than for taxable bonds. There may also be less information
available on the financial condition of issuers of municipal securities than for public corporations. This means that it
may be harder to buy and sell municipal securities, especially on short notice, and municipal securities may be more
difficult for the Fund to value accurately than securities of public corporations. Since the Fund invests a significant
portion of its portfolio in municipal securities, the Fund’s portfolio may have greater exposure to liquidity risk than a
fund that invests in non-municipal securities.
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Municipal securities may include revenue bonds, which are generally backed by revenue from a specific project or
tax. The issuer of a revenue bond makes interest and principal payments from revenues generated from a particular
source or facility, such as a tax on particular property or revenues generated from a municipal water or sewer utility or
an airport. Revenue bonds generally are not backed by the full faith and credit and general taxing power of the issuer.
Municipal securities backed by current or anticipated revenues from a specific project or specific assets can be
negatively affected by the discontinuance of the taxation supporting the project or assets or the inability to collect
revenues for the project or from the assets due to factors such as lower property tax collections as a result of lower
home values, lower sales tax revenues as a result of consumers cutting back spending and lower income tax revenue as
a result of a higher unemployment rate. In addition, since some municipal obligations may be secured or guaranteed
by banks and other institutions, the risk to the Fund could increase if the banking or financial sector suffers an
economic downturn and/or if the credit ratings of the institutions issuing the guarantee are downgraded or at risk of
being downgraded by a national rating organization.

If the Internal Revenue Service (“IRS”) determines that an issuer of a municipal security has not complied with
applicable tax requirements, interest from the security could become taxable and the security could decline
significantly in value.

Some longer-term municipal securities give the investor the right to “put” or sell the security at par (face value) within a
specified number of days following the investor’s request - usually one to seven days. This demand feature enhances a
security’s liquidity by shortening its effective maturity and enables
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it to trade at a price equal to or very close to par. If a demand feature terminates prior to being exercised, the Fund
would hold the longer-term security, which could experience substantially more volatility.

Municipal securities are subject to credit and market risk. Generally, prices of higher quality issues tend to fluctuate
more with changes in market interest rates than prices of lower quality issues and prices of longer maturity issues tend
to fluctuate more than prices of shorter maturity issues.

Prices and yields on municipal securities are dependent on a variety of factors, including general money-market
conditions, the financial condition of the issuer, general conditions of the municipal securities market, the size of a
particular offering, the maturity of the obligation and the rating of the issue. A number of these factors, including the
ratings of particular issues, are subject to change from time to time. Available information about the financial
condition of an issuer of municipal securities may not be as extensive as that which is made available by corporations
whose securities are publicly traded. As a result, municipal securities may be more difficult to value than securities of
public corporations.

Lease Obligations Risk

Lease obligations may have risks not normally associated with general obligation or other revenue bonds. Leases and
installment purchase or conditional sale contracts (which may provide for title to the leased asset to pass eventually to
the issuer) have developed as a means for governmental issuers to acquire property and equipment without the
necessity of complying with the constitutional statutory requirements generally applicable for the issuance of debt.
Certain lease obligations contain “non-appropriation” clauses that provide that the governmental issuer has no obligation
to make future payments under the lease or contract unless money is appropriated for that purpose by the appropriate
legislative body on an annual or other periodic basis. Consequently, continued lease payments on those lease
obligations containing “nonappropriation” clauses are dependent on future legislative actions. If these legislative actions
do not occur, the holders of the lease obligation may experience difficulty in exercising their rights, including
disposition of the property. In such circumstances, the Fund might not recover the full principal amount of the
obligation.

Tobacco Bond Risk

Tobacco settlement revenue bonds are generally neither general nor legal obligations of a state or any of its political
subdivisions and neither the full faith and credit nor the taxing power nor any other assets or revenues of a state or of
any political subdivision will be pledged to the payment of any such bonds. In addition, tobacco companies’ profits
from the sale of tobacco products are inherently variable and difficult to estimate. There can be no guarantee that
tobacco companies will earn enough revenues to cover the payments due under tobacco bonds. The revenues of
tobacco companies may be adversely affected by the adoption of new legislation and/or by litigation.
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Education Bond Risk

In general, there are two types of education-related bonds: those issued to finance projects for public and private
colleges and universities, and those representing pooled interests in student loans. Bonds issued to supply educational
institutions with funds are subject to the risk of unanticipated revenue decline, primarily the result of decreasing
student enrollment or decreasing state and federal funding. Among the factors that may lead to declining or
insufficient revenues are restrictions on students’ ability to pay tuition, availability of state and federal funding, and
general economic conditions. Student loan revenue bonds are generally offered by state (or sub-state) authorities or
commissions and are backed by pools of student loans. Underlying student loans may be guaranteed by state
guarantee agencies and may be subject to reimbursement by the United States Department of Education through its
guaranteed student
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loan program. Others may be private, uninsured loans made to parents or students which are supported by reserves or
other forms of credit enhancement. Recoveries of principal due to loan defaults may be applied to redemption of
bonds or may be used to re-lend, depending on program latitude and demand for loans. Cash flows supporting student
loan revenue bonds are impacted by numerous factors, including the rate of student loan defaults, seasoning of the
loan portfolio and student repayment deferral periods of forbearance. Other risks associated with student loan revenue
bonds include potential changes in federal legislation regarding student loan revenue bonds, state guarantee agency
reimbursement and continued federal interest and other program subsidies currently in effect.

Electric Utilities Bond Risk

The electric utilities industry has been experiencing, and will continue to experience, increased competitive pressures.
Federal legislation may open transmission access to any electricity supplier, although it is not presently known to what
extent competition will evolve. Other risks include: (a) the availability and cost of fuel; (b) the availability and cost of
capital; (c) the effects of conservation on energy demand; (d) the effects of rapidly changing environmental, safety and
licensing requirements, and other federal, state and local regulations, (e) timely and sufficient rate increases and
governmental limitations on rates charged to customers; (f) the effects of opposition to nuclear power; (h) increases in
operating costs; and (i) obsolescence of existing equipment, facilities and products.

Housing Bond Risk

Housing revenue bonds are generally issued by a state, county, city, local housing authority or other public agency.
They generally are secured by the revenues derived from mortgages purchased with the proceeds of the bond issue. It
is extremely difficult to predict the supply of available mortgages to be purchased with the proceeds of an issue or the
future cash flow from the underlying mortgages. Consequently, there are risks that proceeds will exceed supply,
resulting in early retirement of bonds, or that homeowner repayments will create an irregular cash flow. Many factors
may affect the financing of multi-family housing projects, including acceptable completion of construction, proper
management, occupancy and rent levels, economic conditions and changes to current laws and regulations.

Transportation Bond Risk

Transportation debt may be issued to finance the construction of airports, toll roads, highways or other transit
facilities. Airport bonds are dependent on the general stability of the airline industry and on the stability of a specific
carrier who uses the airport as a hub. Air traffic generally follows broader economic trends and is also affected by the
price and availability of fuel. Toll road bonds are also affected by the cost and availability of fuel as well as toll levels,
the presence of competing roads and the general economic health of an area. Fuel costs and availability also affect
other transportation-related securities, as do the presence of alternate forms of transportation, such as public
transportation. Municipal securities that are issued to finance a particular transportation project often depend solely on
revenues from that project to make principal and interest payments. Adverse conditions and developments affecting a
particular project may result in lower revenues to the issuer of the municipal securities.
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Water and Sewer Bond Risk

Water and sewer revenue bonds are often considered to have relatively secure credit as a result of their issuer’s
importance, monopoly status and generally unimpeded ability to raise rates. Despite this, lack of water supply due to
insufficient rain, run-off or snow pack is a concern that has led to past defaults. Further, public resistance to rate
increases, costly environmental litigation, and federal environmental mandates are challenges faced by issuers of
water and sewer bonds.
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Industrial Development Bond Risk

Industrial developments bonds are revenue bonds issued by or on behalf of public authorities to obtain funds to
finance various public and/or privately operated facilities, including those for business and manufacturing, housing,
sports, pollution control, airport, mass transit, port and parking facilities. These bonds are normally secured only by
the revenues from the project and not by state or local government tax payments. Consequently, the credit quality of
these securities is dependent upon the ability of the user of the facilities financed by the bonds and any guarantor to
meet its financial obligations. Payment of interest on and repayment of principal of such bonds are the responsibility
of the user and/or any guarantor. These bonds are subject to a wide variety of risks, many of which relate to the nature
of the specific project. Generally, the value and credit quality of these bonds are sensitive to the risks related to an
economic slowdown.

Resource Recovery Bond Risk

Resource recovery bonds are a type of revenue bond issued to build facilities such as solid waste incinerators or
waste-to-energy plants. Typically, a private corporation is involved, at least during the construction phase, and the
revenue stream is secured by fees or rents paid by municipalities for use of the facilities. These bonds are normally
secured only by the revenues from the project and not by state or local government tax receipts. Consequently, the
credit quality of these securities is dependent upon the ability of the user of the facilities financed by the bonds and
any guarantor to meet its financial obligations. The viability of a resource recovery project, environmental protection
regulations, and project operator tax incentives may affect the value and credit quality of resource recovery bonds.

Special Tax Bond Risk

Special tax bonds are usually backed and payable through a single tax, or series of special taxes such as incremental
property taxes. The failure of the tax levy to generate adequate revenue to pay the debt service on the bonds may cause
the value of the bonds to decline. Adverse conditions and developments affecting a particular project may result in
lower revenues to the issuer of the municipal securities, which may adversely affect the value of the Fund’s portfolio.

Health Care Bond Risk

The health care industry is subject to regulatory action by a number of private and governmental agencies, including
federal, state and local governmental agencies. A major source of revenues for the health care industry is payments
from Medicare and Medicaid programs. As a result, the industry is sensitive to legislative changes and reductions in
governmental spending for such programs. Numerous other factors may also affect the industry and the value and
credit quality of health care bonds, such as general and local economic conditions, demand for services, expenses
(including malpractice insurance premiums) and competition among health care providers. The following elements
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may adversely affect health care facility operations: the implementation of national and/or state-specific health
insurance exchanges; other national, state or local health care reform measures; medical and technological advances
which dramatically alter the need for health services or the way in which such services are delivered; changes in
medical coverage which alter the traditional fee-for-service revenue stream; efforts by employers, insurers, and
governmental agencies to reduce the costs of health insurance and health care services; and increases and decreases in
the cost and availability of medical products.
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Tax Risks

As with any investment, you should consider how your investment in Shares of the Fund will be taxed. The tax
information in the Prospectus and SAI is provided as general information. You should consult your own tax
professional about the tax consequences of an investment in Shares of the Fund.

There is no guarantee that the Fund’s income will be exempt from federal or state income taxes. Events occurring after
the date of issuance of a municipal bond or after the Fund’s acquisition of a municipal bond may result in a
determination that interest on that bond is includible in gross income for U.S. federal income tax purposes
retroactively to its date of issuance. Such a determination may cause a portion of prior distributions by the Fund to its
shareholders to be taxable to those shareholders in the year of receipt. Federal or state changes in income or alternative
minimum tax rates or in the tax treatment of municipal bonds may make municipal bonds less attractive as
investments and cause them to lose value.

Municipal Market Disruption Risk

The value of municipal securities may be affected by uncertainties in the municipal market related to legislation or
litigation involving the taxation of municipal securities or the rights of municipal securities holders in the event of a
bankruptcy. Proposals to restrict or eliminate the federal income tax exemption for interest on municipal securities are
introduced before Congress from time to time. Proposals also may be introduced before state legislatures that would
affect the state tax treatment of a municipal fund’s distributions. If such proposals were enacted, the availability of
municipal securities and the value of a municipal fund’s holdings would be affected. Municipal bankruptcies are
relatively rare, and certain provisions of the U.S. Bankruptcy Code governing such bankruptcies are unclear and
remain untested. Further, the application of state law to municipal issuers could produce varying results among the
states or among municipal securities issuers within a state. These legal uncertainties could affect the municipal
securities market generally, certain specific segments of the market, or the relative credit quality of particular
securities. There is also the possibility that as a result of litigation or other conditions, the power or ability of issuers to
meet their obligations for the payment of interest and principal on their municipal securities may be materially
affected or their obligations may be found to be invalid or unenforceable. Such litigation or conditions may from time
to time have the effect of introducing uncertainties in the market for municipal securities or certain segments thereof,
or of materially affecting the credit risk with respect to particular bonds. Adverse economic, business, legal or
political developments might affect all or a substantial portion of the Funds’ municipal securities in the same manner.
Any of these effects could have a significant impact on the prices of some or all of the municipal securities held by the
Fund.

U.S. Federal Tax Treatment of Futures Contracts and Certain Option Contracts

The Fund may be required for federal income tax purposes to mark-to-market and recognize as income for each
taxable year its net unrealized gains and losses on certain futures contracts and option contracts as of the end of the
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year as well as those actually realized during the year. Gain or loss from futures contracts required to be
marked-to-market will be 60% long-term and 40% short-term capital gain or loss. Application of this rule may alter
the timing and character of distributions to shareholders. The Fund may be required to defer the recognition of losses
on futures contracts or certain option contracts to the extent of any unrecognized gains on related positions held by the
Fund.

In order for the Fund to continue to qualify for U.S. federal income tax treatment as a regulated investment company,
at least 90% of its gross income for a taxable year must be derived from qualifying income, i.e., dividends, interest,
income derived from loans of securities, gains from the sale of securities or of foreign currencies or other income
derived with respect to the Fund’s business of investing in
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securities. It is anticipated that any net gain realized from the closing out of futures contracts or certain option
contracts will be considered gain from the sale of securities and therefore will be qualifying income for purposes of
the 90% requirement.

The Fund distributes to shareholders annually any net capital gains which have been recognized for U.S. federal
income tax purposes (including unrealized gains at the end of the Fund’s fiscal year on certain futures transactions and
certain option contracts). Such distributions are combined with distributions of capital gains realized on the Fund’s
other investments and shareholders are advised on the nature of the distributions.

Concentration Considerations

In the event that the Fund’s investments are concentrated in a particular sector or sectors or industry or group of
industries to the extent that the Index concentrates in such sector and/or industry, the Fund will be subject to the risk
that economic, political or other conditions that have a negative effect on that sector or industry will negatively impact
the Fund to a greater extent than if the Fund’s assets were invested in a wider variety of sectors or industries. The
securities of state and municipal governments and their political subdivisions are not considered to be issued by
members of any industry.

Cyber Security

The Fund, its service providers, BATS and Authorized Participants (defined below) are susceptible to cyber security
risks that include, among other things, theft, unauthorized monitoring, release, misuse, loss, destruction or corruption
of confidential and highly restricted data; denial of service attacks; unauthorized access to relevant systems,
compromises to networks or devices that the Fund and its service providers use to service the Fund’s operations; or
operational disruption or failures in the physical infrastructure or operating systems that support the Fund and its
service providers. Cyber attacks against or security breakdowns of the Fund, its service providers, BATS or
Authorized Participants may adversely impact the Fund and its shareholders, potentially resulting in, among other
things, financial losses; the inability of Fund shareholders to transact business and the Fund to process transactions;
inability to calculate the Fund’s NAV; violations of applicable privacy and other laws; regulatory fines, penalties,
reputational damage, reimbursement or other compensation costs; and/or additional compliance costs. The Fund may
incur additional costs for cyber security risk management and remediation purposes. In addition, cyber security risks
may also impact issuers of securities in which the Fund invests, which may cause the Fund’s investment in such issuers
to lose value. There can be no assurance that the Fund, its service providers, BATS or Authorized Participants will not
suffer losses relating to cyber attacks or other information security breaches in the future.
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EXCHANGE LISTING AND TRADING

A discussion of exchange listing and trading matters associated with an investment in the Fund is contained in the
Prospectus under the headings “Summary Information-Principal Risks of Investing in the Fund,” “Additional Information
About the Fund’s Investment Strategies and Risks-Risks of Investing in the Fund,” “Shareholder
Information-Determination of NAV” and “Shareholder Information-Buying and Selling Exchange-Traded Shares.” The
discussion below supplements, and should be read in conjunction with, such sections of the Prospectus.

The Shares of the Fund are expected to be approved for listing on BATS, subject to notice of issuance, and will trade
in the secondary market at prices that may differ to some degree from their NAV. The Exchange may but is not
required to remove the Shares of the Fund from listing if: (1) following the initial twelve-month period beginning
upon the commencement of trading of the Fund, there are fewer than 50 beneficial holders of the Shares for 30 or
more consecutive trading days, (2) the value of the Index or portfolio of securities on which the Fund is based is no
longer calculated or available or (3) such other event shall occur or condition exists that, in the opinion of the
Exchange, makes further dealings on the Exchange inadvisable. In addition, the Exchange will remove the Shares
from listing and trading upon termination of the Trust. There can be no assurance that the requirements of the
Exchange necessary to maintain the listing of Shares of the Fund will continue to be met.

As in the case of other securities traded on the Exchange, brokers’ commissions on secondary market transactions in
Shares of the Fund will be based on negotiated commission rates at customary levels.

In order to provide investors with a basis to gauge whether the market price of the Shares on the Exchange is
approximately consistent with the current value of the assets of the Fund on a per Share basis, an updated value of the
Fund’s Shares is disseminated intra-day (“IIV” and also known as the Indicative Optimized Portfolio Value) through the
facilities of the Consolidated Tape Association’s Network B. IIVs are disseminated every 15 seconds during regular
Exchange trading hours based on the most recently reported prices of Fund Securities. The Fund is not involved in or
responsible for the calculation or dissemination of the IIV and makes no warranty as to the accuracy of the IIV.

The IIV has a net other assets value component, which consists of estimates of all other assets and liabilities of the
Fund including, among others, current day estimates of interest income and expense accruals. The net other assets
value component is divided by the total estimated Fund Shares outstanding, including Shares expected to be issued by
the Fund on that day, to arrive at an IIV.
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BOARD OF TRUSTEES OF THE TRUST

Trustees and Officers of the Trust

The Board of the Trust consists of five Trustees, four of whom are not “interested persons” (as defined in the 1940 Act),
of the Trust (the “Independent Trustees”). Mr. David H. Chow, an Independent Trustee, serves as Chairman of the
Board. The Board is responsible for overseeing the management and operations of the Trust, including general
supervision of the duties performed by the Adviser and other service providers to the Trust. The Adviser is responsible
for the day-to-day administration and business affairs of the Trust.

The Board believes that each Trustee’s experience, qualifications, attributes or skills on an individual basis and in
combination with those of the other Trustees lead to the conclusion that the Board possesses the requisite skills and
attributes to carry out its oversight responsibilities with respect to the Trust. The Board believes that the Trustees’
ability to review, critically evaluate, question and discuss information provided to them, to interact effectively with the
Adviser, other service providers, counsel and independent auditors, and to exercise effective business judgment in the
performance of their duties, support this conclusion. The Board also has considered the following experience,
qualifications, attributes and/or skills, among others, of its members in reaching its conclusion: such person’s character
and integrity; length of service as a board member of the Trust; such person’s willingness to serve and willingness and
ability to commit the time necessary to perform the duties of a Trustee; and as to each Trustee other than Mr. van Eck,
his status as not being an “interested person” (as defined in the 1940 Act) of the Trust. In addition, the following specific
experience, qualifications, attributes and/or skills apply as to each Trustee: Mr. Chow, significant business and
financial experience, particularly in the investment management industry, experience with trading and markets
through his involvement with the Pacific Stock Exchange, and service as a chief executive officer, board member,
partner or executive officer of various businesses and non-profit organizations; Mr. Short, business and financial
experience, particularly in the investment management industry, and service as a president, board member or
executive officer of various businesses; Mr. Sidebottom, business and financial experience, particularly in the
investment management industry, and service as partner and/or executive officer of various businesses; Mr.
Stamberger, business and financial experience and service as the president and chief executive officer of SmartBrief
Inc., a media company; and Mr. van Eck, business and financial experience, particularly in the investment
management industry, and service as a president, executive officer and/or board member of various businesses,
including the Adviser, Van Eck Securities Corporation, and Van Eck Absolute Return Advisers Corporation.
References to the experience, qualifications, attributes and skills of Trustees are pursuant to requirements of the SEC,
do not constitute holding out of the Board or any Trustee as having any special expertise or experience, and shall not
impose any greater responsibility or liability on any such person or on the Board by reason thereof.

The Trustees of the Trust, their addresses, positions with the Trust, year of birth, term of office and length of time
served, principal occupations during the past five years, the number of portfolios in the Fund Complex overseen by
each Trustee and other directorships, if any, held by the Trustees, are set forth below.
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Independent Trustees

Name,
Address1
and Year
of
Birth

Position(s)
Held with
the Trust

Term
of
Office2
and
Length
of
Time
Served

Principal
Occupation(s) During
Past Five Years

Number of
Portfolios
in
Fund
Complex3
Overseen

Other
Directorships
Held By
Trustee During
Past Five
Years

David H.
Chow,
1957*†

Chairman
Trustee

Since
2008
Since
2006

Founder and CEO,
DanCourt Management
LLC (financial/strategy
consulting firm and
Registered Investment
Adviser), March 1999 to
present.

[  ]

Director, Forward Management LLC and Audit
Committee Chairman, May 2008 to June 2015;
Trustee, Berea College of Kentucky and
Vice-Chairman of the Investment Committee,
May 2009 to present; Member of the Governing
Council of the Independent Directors Council,
October 2012 to present; President, July 2013 to
present; and Board Member of the CFA Society
of Stamford, July 2009 to present; Advisory
Board member, MainStay Fund Complex4, June
2015 to December 2015; Trustee, MainStay
Fund Complex4, January 2016 to present.
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Name,
Address1
and Year of
Birth

Position(s)
Held with
the Trust

Term
of
Office2
and
Length
of
Time
Served

Principal
Occupation(s) During
Past Five Years

Number of
Portfolios
in
Fund
Complex3
Overseen

Other
Directorships
Held By
Trustee During
Past Five
Years

R. Alastair
Short, 1953*†Trustee

Since
2006

President, Apex Capital Corporation
(personal investment vehicle), January
1988 to present; Vice Chairman, W.P.
Stewart & Co., Inc. (asset management
firm), September 2007 to September
2008; and Managing Director, The
GlenRock Group, LLC (private equity
investment firm), May 2004 to
September 2007.

[  ]

Chairman and Independent
Director, EULAV Asset
Management, January 2011 to
present; Independent Director,
Tremont offshore funds, June
2009 to present; Director,
Kenyon Review.

Peter J.
Sidebottom,
1962*† 

Trustee Since
2012

Partner, PWC/Strategy & Financial
Services Advisory, February 2015 to
present; Founder and Board Member,
AspenWoods Risk Solutions,
September 2013 to present;
Independent consultant, June
2013-February 2015; Partner, Bain &
Company (management consulting
firm), April 2012 to December 2013;
Executive Vice President and Senior
Operating Committee Member, TD
Ameritrade (on-line brokerage firm),
February 2009 to January 2012.

[  ]

Board Member, Special
Olympics, New Jersey,
November 2011 to September
2013; Director, The Charlotte
Research Institute, December
2000 to present; Board
Member, Social Capital
Institute, University of North
Carolina Charlotte, November
2004 to January 2012; Board
Member, NJ-CAN, July 2014 to
present.

Richard D.
Stamberger,
1959*†

Trustee Since
2006

Director, President and CEO,
SmartBrief, Inc. (media company). [  ] Director, Food and Friends,

Inc., 2013 to present.

1The address for each Trustee and officer is 666 Third Avenue, 9th Floor, New York, New York 10017.
2Each Trustee serves until resignation, death, retirement or removal. Officers are elected yearly by the Trustees.
3The Fund Complex consists of the VanEck Funds, VanEck VIP Trust and the Trust.

4
The MainStay Fund Complex consists of MainStay Funds Trust, MainStay Funds, MainStay VP Funds Trust,
Private Advisors Alternative Strategies Master Fund, Private Advisors Alternative Strategies Fund and MainStay
DefinedTerm Municipal Opportunities Fund.
*Member of the Audit Committee.
†Member of the Nominating and Corporate Governance Committee.
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Interested Trustee

Name,
Address1
and Year
of
Birth

Position(s)
Held with
the Trust

Term of
Office2 and
Length of
Time Served

Principal
Occupation(s) During
Past Five Years

Number of
Portfolios
in
Fund
Complex3
Overseen

Other
Directorships
Held By
Trustee During
Past Five Years

Jan F. van
Eck, 19634

Trustee,
President and
Chief
Executive
Officer

Trustee (Since
2006); President
and Chief
Executive
Officer (Since
2009)

Director, President, Chief Executive
Officer and Owner of the Adviser, Van
Eck Associates Corporation; Director,
President and Chief Executive Officer,
Van Eck Securities Corporation (“VESC”);
Director, President and Chief Executive
Officer, Van Eck Absolute Return
Advisers Corp. (“VEARA”).

[  ]

Director, National
Committee on
US-China
Relations.

1The address for each Trustee and officer is 666 Third Avenue, 9th Floor, New York, New York 10017.
2Each Trustee serves until resignation, death, retirement or removal. Officers are elected yearly by the Trustees.
3The Fund Complex consists of the VanEck Funds, VanEck VIP Trust and the Trust.
4“Interested person” of the Trust within the meaning of the 1940 Act. Mr. van Eck is an officer of the Adviser.

Officer Information

The Officers of the Trust, their addresses, positions with the Trust, year of birth and principal occupations during the
past five years are set forth below.

Officer’s
Name,
Address1
and Year of
Birth

Position(s) Held
with the Trust

Term of
Office2
and
Length
of
Time
Served

Principal Occupation(s) During The Past Five
Years

Matthew A.
Babinsky,
1983

Assistant Vice
President and
Assistant Secretary

Since
2016

Assistant Vice President and Assistant General Counsel of the Adviser,
VESC and VEARA (since 2016); Associate, Clifford Chance US LLP
(October 2011 to April 2016); Officer of other investment companies
advised by the Adviser.

Russell G.
Brennan, 1964

Assistant Vice
President and
Assistant Treasurer

Since
2008

Assistant Vice President and Assistant Treasurer of the Adviser (since
2008); Manager (Portfolio Administration) of the Adviser, September
2005 to October 2008; Officer of other investment companies advised
by the Adviser.

Edgar Filing: VanEck Vectors ETF Trust - Form 485APOS

89



Charles T.
Cameron,
1960

Vice President Since
2006

Director of Trading (since 1995) and Portfolio Manager (since 1997) for
the Adviser; Officer of other investment companies advised by the
Adviser.
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Officer’s
Name,
Address1
and Year of
Birth

Position(s) Held
with the Trust

Term of
Office2 and
Length of
Time Served

Principal Occupation(s) During The Past Five
Years

Simon Chen,
1971

Assistant Vice
President Since 2012

Greater China Director of the Adviser (since January
2012); General Manager, SinoMarkets Ltd. (June 2007 to
December 2011).

John J.
Crimmins,
1957

Vice President,
Treasurer, Chief
Financial Officer and
Principal Accounting
Officer

Vice President, Chief
Financial Officer and
Principal Accounting
Officer (Since 2012);
Treasurer (Since 2009)

Vice President of Portfolio Administration of the Adviser,
June 2009 to present; Vice President of VESC and
VEARA, June 2009 to present; Chief Financial, Operating
and Compliance Officer, Kern Capital Management LLC,
September 1997 to February 2009; Officer of other
investment companies advised by the Adviser.

Uwe Eberle,
1965 Vice President Since 2016 Managing Director of Van Eck Switzerland AG (since

2010).

Eduardo
Escario,
1975

Vice President Since 2012

Regional Director, Business Development/Sales for
Southern Europe and South America of the Adviser (since
July 2008); Regional Director (Spain, Portugal, South
America and Africa) of Dow Jones Indexes and STOXX
Ltd. (May 2001 - July 2008).

Susan C.
Lashley,
1955

Vice President Since 2006 Vice President of the Adviser and VESC; Officer of other
investment companies advised by the Adviser.

Laura I.
Martínez,
1980

Vice President and
Assistant Secretary

Vice President (Since
2016) and Assistant
Secretary (Since 2008)

Vice President (since 2016), Associate General Counsel
and Assistant Secretary (since 2008) and Assistant Vice
President (2008 to 2016) of the Adviser, VESC and
VEARA (since 2008); Associate, Davis Polk & Wardwell
(October 2005 - June 2008); Officer of other investment
companies advised by the Adviser.

Ferat
Oeztuerk,
1983

Assistant Vice
President Since 2012

Sales Associate, VanEck (Europe) GmbH (since
November 2011); Account Manager, Vodafone Global
Enterprise Limited (January 2011 to October 2011).

James
Parker, 1969 Assistant Treasurer Since June 2014

Manager (Portfolio Administration) of the Adviser (since
June 2010); Vice President of JPMorgan Chase & Co.
(April 1999-January 2010).

Philipp
Schlegel,
1974

Vice President Since 2016 Senior Director of Van Eck Switzerland AG (since 2010).
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Officer’s
Name,
Address1
and Year of
Birth

Position(s) Held
with the Trust

Term of
Office2 and
Length of
Time Served

Principal Occupation(s) During The Past Five
Years

Jonathan R.
Simon, 1974

Senior Vice
President,
Secretary and
Chief Legal
Officer

Senior Vice President
(Since 2016) and
Secretary and Chief
Legal Officer (Since
2014)

Senior Vice President (since 2016), General Counsel and
Secretary (since 2014) and Vice President (2006 to 2016) of
the Adviser, VESC and VEARA; Officer of other investment
companies advised by the Adviser.

Bruce J.
Smith, 1955

Senior Vice
President Since 2006

Senior Vice President, Chief Financial Officer, Treasurer and
Controller of the Adviser, VESC and VEARA (since 1997);
Director of the Adviser, VESC and VEARA (since October
2010); Officer of other investment companies advised by the
Adviser.

Janet
Squitieri,
1961

Chief Compliance
Officer Since September 2013

Vice President, Global Head of Compliance of the Adviser,
VESC and VEARA (since September 2013); Chief
Compliance Officer and Senior Vice President North America
of HSBC Global Asset Management NA (August 2010 -
September 2013); Chief Compliance Officer North America of
Babcock & Brown LP (July 2008 - June 2010).

1The address for each Officer is 666 Third Avenue, 9th Floor, New York, New York 10017.
2Officers are elected yearly by the Trustees.

The Board has an Audit Committee consisting of four Trustees who are Independent Trustees. Messrs. Chow, Short,
Sidebottom and Stamberger currently serve as members of the Audit Committee and each of Messrs. Chow, Short and
Stamberger has been designated as an “audit committee financial expert” as defined under Item 407 of Regulation S-K
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Mr. Short is the Chairman of the Audit
Committee. The Audit Committee has the responsibility, among other things, to: (i) oversee the accounting and
financial reporting processes of the Trust and its internal control over financial reporting; (ii) oversee the quality and
integrity of the Trust’s financial statements and the independent audit thereof; (iii) oversee or, as appropriate, assist the
Board’s oversight of the Trust’s compliance with legal and regulatory requirements that relate to the Trust’s accounting
and financial reporting, internal control over financial reporting and independent audit; (iv) approve prior to
appointment the engagement of the Trust’s independent registered public accounting firm and, in connection therewith,
to review and evaluate the qualifications, independence and performance of the Trust’s independent registered public
accounting firm; and (v) act as a liaison between the Trust’s independent registered public accounting firm and the full
Board. The Audit Committee met [   ] times during the fiscal year ended [      ].

The Board also has a Nominating and Corporate Governance Committee consisting of four Independent Trustees.
Messrs. Chow, Short, Sidebottom and Stamberger currently serve as members of the Nominating and Corporate
Governance Committee. Mr. Stamberger is the Chairman of the Nominating and Corporate Governance Committee.
The Nominating and Corporate Governance Committee has the responsibility, among other things, to: (i) evaluate, as
necessary, the composition of the Board, its committees and sub-committees and make such recommendations to the
Board as deemed appropriate by the Committee; (ii) review and define Independent Trustee qualifications; (iii) review
the qualifications of individuals serving as Trustees on the Board and its committees; (iv) evaluate, recommend and
nominate qualified individuals for election or appointment as members of the Board and recommend the appointment
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of members and chairs of each Board committee and subcommittee; and (v)
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review and assess, from time to time, the performance of the committees and subcommittees of the Board and report
the results to the Board. The Nominating and Corporate Governance Committee met [   ] times during the fiscal year
ended [      ].

The Board has determined that its leadership structure is appropriate given the business and nature of the Trust. In
connection with its determination, the Board considered that the Chairman of the Board is an Independent Trustee.
The Chairman of the Board can play an important role in setting the agenda of the Board and also serves as a key
point person for dealings between management and the other Independent Trustees. The Independent Trustees believe
that the Chairman’s independence facilitates meaningful dialogue between the Adviser and the Independent Trustees.
The Board also considered that the Chairman of each Board committee is an Independent Trustee, which yields
similar benefits with respect to the functions and activities of the various Board committees. The Independent Trustees
also regularly meet outside the presence of management and are advised by independent legal counsel. The Board has
determined that its committees help ensure that the Trust has effective and independent governance and oversight. The
Board also believes that its leadership structure facilitates the orderly and efficient flow of information to the
Independent Trustees from management of the Trust, including the Adviser. The Board reviews its structure on an
annual basis.

As an integral part of its responsibility for oversight of the Trust in the interests of shareholders, the Board, as a
general matter, oversees risk management of the Trust’s investment programs and business affairs. The function of the
Board with respect to risk management is one of oversight and not active involvement in, or coordination of,
day-to-day risk management activities for the Trust. The Board recognizes that not all risks that may affect the Trust
can be identified, that it may not be practical or cost-effective to eliminate or mitigate certain risks, that it may be
necessary to bear certain risks (such as investment-related risks) to achieve the Trust’s goals, and that the processes,
procedures and controls employed to address certain risks may be limited in their effectiveness. Moreover, reports
received by the Trustees that may relate to risk management matters are typically summaries of the relevant
information.

The Board exercises oversight of the risk management process primarily through the Audit Committee, and through
oversight by the Board itself. The Trust faces a number of risks, such as investment-related and compliance risks. The
Adviser’s personnel seek to identify and address risks, i.e., events or circumstances that could have material adverse
effects on the business, operations, shareholder services, investment performance or reputation of the Trust. Under the
overall supervision of the Board or the applicable Committee of the Board, the Trust, the Adviser, and the affiliates of
the Adviser employ a variety of processes, procedures and controls to identify such possible events or circumstances,
to lessen the probability of their occurrence and/or to mitigate the effects of such events or circumstances if they do
occur. Different processes, procedures and controls are employed with respect to different types of risks. Various
personnel, including the Trust’s Chief Compliance Officer, as well as various personnel of the Adviser and other
service providers such as the Trust’s independent accountants, may report to the Audit Committee and/or to the Board
with respect to various aspects of risk management, as well as events and circumstances that have arisen and
responses thereto.

The officers and Trustees of the Trust, in the aggregate, own less than 1% of the Shares of the Fund as of the date of
this SAI.
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For each Trustee, the dollar range of equity securities beneficially owned (including ownership through the Trust’s
Deferred Compensation Plan) by the Trustee in the Trust and in all registered investment companies advised by the
Adviser (“Family of Investment Companies”) that are overseen by the Trustee is shown below.
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Name of Trustee

Dollar Range of Equity Securities in
VanEck Vectors AMT-Free National
Municipal
Index ETF
(As of [     ])

Aggregate Dollar Range of Equity
Securities in all Registered
Investment
Companies Overseen By Trustee In
Family of Investment Companies
(As of [    ])

David H. Chow None []
R. Alastair Short None []
Peter J. Sidebottom None []
Richard D. Stamberger None []
Jan F. van Eck None []

As to each Independent Trustee and his immediate family members, no person owned beneficially or of record
securities in an investment manager or principal underwriter of the Fund, or a person (other than a registered
investment company) directly or indirectly controlling, controlled by or under common control with the investment
manager or principal underwriter of the Fund.

Remuneration of Trustees

The Trust pays each Independent Trustee an annual retainer of $80,000, a per meeting fee of $15,000 for scheduled
quarterly meetings of the Board and each special meeting of the Board and a per meeting fee of $7,500 for telephonic
meetings. Additionally, the Trust pays the Chairman of the Board an annual retainer of $45,500, the Chairman of the
Audit Committee an annual retainer of $19,500 and the Chairman of the Governance Committee an annual retainer of
$13,000. The Trust also reimburses each Trustee for travel and other out-of-pocket expenses incurred in attending
such meetings. No pension or retirement benefits are accrued as part of Trustee compensation.

The table below shows the estimated compensation to be paid to the Trustees by the Trust for the fiscal year ended [ ].
Annual Trustee fees may be reviewed periodically and changed by the Trust’s Board.

Name of Trustee

Aggregate
Compensation
From the
Trust

Deferred
Compensation
From the
Trust

Pension or
Retirement
Benefits
Accrued as Part
of the Trust’s
Expenses(2)

Estimated
Annual Benefits
Upon
Retirement

Total
Compensation
From the
Trust
and the Fund
Complex(1)
Paid
to Trustee(2)

David H. Chow $ [  ] $ [  ] N/A N/A $ [  ]
R. Alastair Short $ [  ] $ [  ] N/A N/A $ [  ]
Peter J. Sidebottom $ [  ] $ [  ] N/A N/A $ [  ]
Richard D. Stamberger $ [  ] $ [  ] N/A N/A $ [  ]
Jan F. van Eck(3) $ [  ] $ [  ] N/A N/A $ [  ]
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(1)The “Fund Complex” consists of VanEck Funds, VanEck VIP Trust and the Trust.

(2)Because the funds of the Fund Complex have different fiscal year ends, the amounts shown are presented on acalendar year basis.
(3)“Interested person” under the 1940 Act.

PORTFOLIO HOLDINGS DISCLOSURE

The Fund’s portfolio holdings are publicly disseminated each day the Fund is open for business through financial
reporting and news services, including publicly accessible Internet web sites and the Fund’s website, at
www.vaneck.com. In addition, a basket composition file, which includes the security names and share quantities to
deliver in exchange for Creation Units, together with estimates and actual cash components is publicly disseminated
daily prior to the opening of the Exchange via the National Securities Clearing Corporation (the “NSCC”), a clearing
agency that is registered with the SEC. The basket represents one Creation Unit of the Fund. The Trust, Adviser,
Custodian and Distributor will not disseminate non-public information concerning the Trust.

26

Edgar Filing: VanEck Vectors ETF Trust - Form 485APOS

97



QUARTERLY PORTFOLIO SCHEDULE

The Trust is required to disclose, after its first and third fiscal quarters, the complete schedule of the Fund’s portfolio
holdings with the SEC on Form N-Q. Form N-Q for the Fund will be available on the SEC’s website at
http://www.sec.gov. The Fund’s Form N-Q may also be reviewed and copied at the SEC’s Public Reference Room in
Washington, D.C. and information on the operation of the Public Reference Room may be obtained by calling
202.551.8090. The Fund’s Form N-Q will be available through the Fund’s website, at www.vaneck.com or by writing
to 666 Third Avenue, 9th Floor, New York, New York 10017.

POTENTIAL CONFLICTS OF INTEREST

The Adviser (and its principals, affiliates or employees) may serve as investment adviser to other client accounts and
conduct investment activities for their own accounts. Such “Other Clients” may have investment objectives or may
implement investment strategies similar to those of the Fund, or may track the same index the Fund tracks. When the
Adviser implements investment strategies for Other Clients that are similar or directly contrary to the positions taken
by the Fund, the prices of the Fund’s securities may be negatively affected. For example, when purchase or sales orders
for the Fund are aggregated with those of other funds and/or Other Clients and allocated among them, the price that
the Fund pays or receives may be more in the case of a purchase or less in a sale than if the Adviser served as adviser
to only the Fund. When Other Clients are selling a security that the Fund owns, the price of that security may decline
as a result of the sales. The compensation that the Adviser receives from Other Clients may be higher than the
compensation paid by the Fund to the Adviser. The Adviser has implemented procedures to monitor trading across the
funds and its Other Clients.

CODE OF ETHICS

The Fund, the Adviser and the Distributor have each adopted a Code of Ethics pursuant to Rule 17j-1 under the 1940
Act (“Rule 17j-1”). Such Codes of Ethics require, among other things, that “access persons” (as defined in Rule 17j-1)
conduct personal securities transactions in a manner that avoids any actual or potential conflict of interest or any abuse
of a position of trust and responsibility. The Codes of Ethics allow such access persons to invest in securities that may
be purchased and held by the Fund, provided such investments are done consistently with the provisions of the Codes
of Ethics.

PROXY VOTING POLICIES AND PROCEDURES

The Fund’s proxy voting record will be available upon request and on the SEC’s website at http://www.sec.gov. Proxies
for the Fund’s portfolio securities are voted in accordance with the Adviser’s proxy voting policies and procedures,
which are set forth in Appendix A to this SAI.
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The Trust is required to disclose annually the Fund’s complete proxy voting record on Form N-PX covering the period
July 1 through June 30 and file it with the SEC no later than August 31. Form N-PX for the Fund will be available
through the Fund’s website, at www.vaneck.com, or by writing to 666 Third Avenue, 9th Floor, New York, New York
10017. The Fund’s Form N-PX will also be available on the SEC’s website at www.sec.gov.

MANAGEMENT

The following information supplements and should be read in conjunction with the section in the Prospectus entitled
“Management of the Fund.”
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Investment Adviser

Van Eck Associates Corporation acts as investment adviser to the Fund and, subject to the general supervision of the
Board, is responsible for the day-to-day investment management of the Fund. The Adviser is a private company with
headquarters in New York and manages numerous pooled investment vehicles and separate accounts. The Adviser has
been wholly owned by members of the van Eck family since its founding in 1955 and its shares are held by the
Adviser’s Chief Executive Officer, Jan van Eck, and his family. Mr. van Eck’s positions with the Trust and the Adviser
are discussed above.

The Adviser serves as investment adviser to the Fund pursuant to an investment management agreement between the
Trust and the Adviser (the “Investment Management Agreement”). Under the Investment Management Agreement, the
Adviser, subject to the supervision of the Board and in conformity with the stated investment policies of the Fund,
manages the investment of the Fund’s assets. The Adviser is responsible for placing purchase and sale orders and
providing continuous supervision of the investment portfolio of the Fund.

Indemnification. Pursuant to the Investment Management Agreement, the Trust has agreed to indemnify the Adviser
for certain liabilities, including certain liabilities arising under the federal securities laws, unless such loss or liability
results from willful misfeasance, bad faith or gross negligence in the performance of its duties or the reckless
disregard of its obligations and duties.

Compensation. Under the Investment Management Agreement, the Adviser is responsible for all expenses of the
Fund, including the costs of transfer agency, custody, fund administration, legal, audit and other services, except for
the fee payment under the Investment Management Agreement, interest expense, offering costs, trading expenses,
taxes and extraordinary expenses. For its services to the Fund, the Fund has agreed to pay the Adviser an annual
unitary management fee equal to [ ]% of its average daily net assets. Offering costs excluded from the annual unitary
management fee are: (a) legal fees pertaining to the Fund’s Shares offered for sale; (b) SEC and state registration fees;
and (c) initial fees paid for Shares of the Fund to be listed on an exchange.

Term. The Investment Management Agreement is subject to annual approval by (1) the Board or (2) a vote of a
majority of the outstanding voting securities (as defined in the 1940 Act) of the Fund, provided that in either event
such continuance also is approved by a majority of the Board who are not interested persons (as defined in the 1940
Act) of the Trust by a vote cast in person at a meeting called for the purpose of voting on such approval. The
Investment Management Agreement is terminable without penalty, on 60 days’ notice, by the Board or by a vote of the
holders of a majority (as defined in the 1940 Act) of the Fund’s outstanding voting securities. The Investment
Management Agreement is also terminable upon 60 days’ notice by the Adviser and will terminate automatically in the
event of its assignment (as defined in the 1940 Act).

The Administrator
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Van Eck Associates Corporation also serves as administrator for the Trust pursuant to the Investment Management
Agreement. Under the Investment Management Agreement, the Adviser is obligated on a continuous basis to provide
such administrative services as the Board of the Trust reasonably deems necessary for the proper administration of the
Trust and the Fund. The Adviser will generally assist in all aspects of the Trust’s and the Fund’s operations; supply and
maintain office facilities, statistical and research data, data processing services, clerical, bookkeeping and record
keeping services (including without limitation the maintenance of such books and records as are required under the
1940 Act and the rules thereunder, except as maintained by other agents), internal auditing, executive and
administrative services, and stationery and office supplies; prepare reports to shareholders or
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investors; prepare and file tax returns; supply financial information and supporting data for reports to and filings with
the SEC and various state Blue Sky authorities; supply supporting documentation for meetings of the Board; provide
monitoring reports and assistance regarding compliance with the Declaration of Trust, by-laws, investment objectives
and policies and with federal and state securities laws; arrange for appropriate insurance coverage; calculate NAVs,
net income and realized capital gains or losses; and negotiate arrangements with, and supervise and coordinate the
activities of, agents and others to supply services. Van Eck Associates Corporation owns 100% of the common stock
of Van Eck Securities Corporation (the “Distributor”).

Custodian and Transfer Agent

The Bank of New York Mellon (“The Bank of New York”), located at 101 Barclay Street, New York, New York 10286,
serves as custodian for the Fund pursuant to a Custodian Agreement. As Custodian, The Bank of New York holds the
Fund’s assets. As compensation for these custodial services, The Bank of New York receives, among other items,
transaction fees, asset-based safe keeping fees and overdraft charges and may be reimbursed by the Fund for its
out-of-pocket expenses. The Bank of New York serves as the Fund’s transfer agent (in such capacity, the “Transfer
Agent”) pursuant to a Transfer Agency Agreement. In addition, The Bank of New York provides various accounting
services to the Fund pursuant to a fund accounting agreement.

The Distributor

Van Eck Securities Corporation is the principal underwriter and distributor of Shares. Its principal address is 666
Third Avenue, New York, New York 10017 and investor information can be obtained by calling 800-826-2333. The
Distributor has entered into an agreement with the Trust which will continue from its effective date unless terminated
by either party upon 60 days’ prior written notice to the other party by the Trust and the Adviser, or by the Distributor,
or until termination of the Trust or the Fund offering its Shares, and which is renewable annually thereafter (the
“Distribution Agreement”), pursuant to which it distributes Shares. Shares will be continuously offered for sale by the
Trust through the Distributor only in Creation Units, as described below under “Creation and Redemption of Creation
Units-Procedures for Creation of Creation Units.” Shares in less than Creation Units are not distributed by the
Distributor. The Distributor will deliver a prospectus to persons purchasing Shares in Creation Units and will maintain
records of both orders placed with it and confirmations of acceptance furnished by it. The Distributor is a
broker-dealer registered under the Exchange Act and a member of the Financial Industry Regulatory Authority
(“FINRA”). The Distributor has no role in determining the investment policies of the Trust or which securities are to be
purchased or sold by the Trust.

The Distributor may also enter into sales and investor services agreements with broker-dealers or other persons that
are Participating Parties and DTC Participants (as defined below) to provide distribution assistance, including
broker-dealer and shareholder support and educational and promotional services but must pay such broker-dealers or
other persons, out of its own assets.
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The Distribution Agreement provides that it may be terminated at any time, without the payment of any penalty: (i) by
vote of a majority of the Independent Trustees or (ii) by vote of a majority (as defined in the 1940 Act) of the
outstanding voting securities of the Fund, on at least 60 days’ written notice to the Distributor. The Distribution
Agreement is also terminable upon 60 days’ notice by the Distributor and will terminate automatically in the event of
its assignment (as defined in the 1940 Act).
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Other Accounts Managed by the Portfolio Managers

As of the date indicated below, Messrs. Colby and Isenberg managed the following other accounts:

Name of
Portfolio
Manager

Other Accounts Managed

(As of [   ])

Accounts with respect to
which the
advisory fee is based on
the
performance of the
account

Category of
Account

Number of
Accounts in
Category

Total Assets in
Accounts in
Category

Number of
Accounts in
Category

Total Assets in
Accounts in
Category

James T. Colby III
Registered investment companies [   ] [   ] [   ] [   ]
Other pooled investment vehicles [   ] [   ] [   ] [   ]
Other accounts [   ] [   ] [   ] [   ]

Eric J. Isenberg
Registered investment companies [   ] [   ] [   ] [   ]
Other pooled investment vehicles [   ] [   ] [   ] [   ]
Other accounts [   ] [   ] [   ] [   ]

Although the funds in the Trust that are managed by Messrs. Colby and Isenberg may have different investment
strategies, each has an investment objective of seeking to replicate as closely as possible, before fees and expenses, the
price and yield performance of its respective underlying index. The Adviser does not believe that management of the
various accounts presents a material conflict of interest for Messrs. Colby or Isenberg or the Adviser.

Portfolio Manager Compensation

The portfolio managers are paid a fixed base salary and a bonus. The bonus is based upon the quality of investment
analysis and the management of the funds. The quality of management of the funds includes issues of replication,
rebalancing, portfolio monitoring and efficient operation, among other factors. Portfolio managers who oversee
accounts with significantly different fee structures are generally compensated by discretionary bonus rather than a set
formula to help reduce potential conflicts of interest. At times, the Adviser and its affiliates manage accounts with
incentive fees. The portfolio managers may serve as portfolio managers to other clients. Such “Other Clients” may have
investment objectives or may implement investment strategies similar to those of the Fund, or may track the same
index the Fund tracks. When the portfolio managers implement investment strategies for Other Clients that are similar
or directly contrary to the positions taken by the Fund, the prices of the Fund’s securities may be negatively affected.
The compensation that the Fund’s portfolio managers receive for managing other client accounts may be higher than
the compensation the portfolio managers receive for managing the Fund. The Adviser has implemented procedures to
monitor trading across funds and its Other Clients.
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Portfolio Manager Share Ownership

As of the date of this SAI, Messrs. Colby and Isenberg did not beneficially own any Shares of the Fund.

BROKERAGE TRANSACTIONS

When selecting brokers and dealers to handle the purchase and sale of portfolio securities, the Adviser looks for
prompt execution of the order at a favorable price. Generally, the Adviser works with recognized dealers in these
securities, except when a better price and execution of the order can be obtained elsewhere. The Fund will not deal
with affiliates in principal transactions unless permitted by exemptive order or applicable rule or regulation. The
Adviser owes a duty to its clients to seek best execution on trades effected. Since the investment objective of the Fund
is investment performance that corresponds to that of the Index, the Adviser does not intend to select brokers and
dealers for the purpose of receiving research services in addition to a favorable price and prompt execution either from
that broker or an unaffiliated third party.

The Adviser assumes general supervision over placing orders on behalf of the Trust for the purchase or sale of
portfolio securities. If purchases or sales of portfolio securities of the Trust and one or more other investment
companies or clients supervised by the Adviser are considered at or about the same time, transactions in such
securities are allocated among the several investment companies and clients in a manner deemed equitable to all by
the Adviser. In some cases, this procedure could have a detrimental effect on the price or volume of the security so far
as the Trust is concerned. However, in other cases, it is possible that the ability to participate in volume transactions
and to negotiate lower brokerage commissions will be beneficial to the Trust. The primary consideration is best
execution.

Portfolio turnover may vary from year to year, as well as within a year. High turnover rates are likely to result in
comparatively greater brokerage expenses and taxable distributions. The overall reasonableness of brokerage
commissions is evaluated by the Adviser based upon its knowledge of available information as to the general level of
commissions paid by other institutional investors for comparable services.

Because the Fund commenced operations on or following the date of this SAI, there have been no payments by the
Fund for brokerage commissions.

BOOK ENTRY ONLY SYSTEM
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The following information supplements and should be read in conjunction with the section in the Prospectus entitled
“Shareholder Information-Buying and Selling Exchange-Traded Shares.”

The Depository Trust Company (“DTC”) acts as securities depositary for the Shares. Shares of the Fund are represented
by securities registered in the name of DTC or its nominee and deposited with, or on behalf of, DTC. Certificates will
not be issued for Shares.

DTC, a limited-purpose trust company, was created to hold securities of its participants (the “DTC Participants”) and to
facilitate the clearance and settlement of securities transactions among the DTC Participants in such securities through
electronic book-entry changes in accounts of the DTC Participants, thereby eliminating the need for physical
movement of securities certificates. DTC Participants include securities brokers and dealers, banks, trust companies,
clearing corporations and certain other organizations, some of whom (and/or their representatives) own DTC. More
specifically, DTC is owned by a number of its DTC Participants and by the New York Stock Exchange and FINRA.
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Access to the DTC system is also available to others such as banks, brokers, dealers and trust companies that clear
through or maintain a custodial relationship with a DTC Participant, either directly or indirectly (the “Indirect
Participants”).

Beneficial ownership of Shares is limited to DTC Participants, Indirect Participants and persons holding interests
through DTC Participants and Indirect Participants. Ownership of beneficial interests in Shares (owners of such
beneficial interests are referred to herein as “Beneficial Owners”) is shown on, and the transfer of ownership is effected
only through, records maintained by DTC (with respect to DTC Participants) and on the records of DTC Participants
(with respect to Indirect Participants and Beneficial Owners that are not DTC Participants). Beneficial Owners will
receive from or through the DTC Participant a written confirmation relating to their purchase of Shares.

Conveyance of all notices, statements and other communications to Beneficial Owners is effected as follows. Pursuant
to the Depositary Agreement between the Trust and DTC, DTC is required to make available to the Trust upon request
and for a fee to be charged to the Trust a listing of the Shares holdings of each DTC Participant. The Trust shall
inquire of each such DTC Participant as to the number of Beneficial Owners holding Shares, directly or indirectly,
through such DTC Participant. The Trust shall provide each such DTC Participant with copies of such notice,
statement or other communication, in such form, number and at such place as such DTC Participant may reasonably
request, in order that such notice, statement or communication may be transmitted by such DTC Participant, directly
or indirectly, to such Beneficial Owners. In addition, the Trust shall pay to each such DTC Participant a fair and
reasonable amount as reimbursement for the expenses attendant to such transmittal, all subject to applicable statutory
and regulatory requirements.

Share distributions shall be made to DTC or its nominee, Cede & Co., as the registered holder of all Shares. DTC or
its nominee, upon receipt of any such distributions, shall credit immediately DTC Participants’ accounts with payments
in amounts proportionate to their respective beneficial interests in Shares as shown on the records of DTC or its
nominee. Payments by DTC Participants to Indirect Participants and Beneficial Owners of Shares held through such
DTC Participants will be governed by standing instructions and customary practices, as is now the case with securities
held for the accounts of customers in bearer form or registered in a “street name,” and will be the responsibility of such
DTC Participants.

The Trust has no responsibility or liability for any aspects of the records relating to or notices to Beneficial Owners, or
payments made on account of beneficial ownership interests in such Shares, or for maintaining, supervising or
reviewing any records relating to such beneficial ownership interests or for any other aspect of the relationship
between DTC and the DTC Participants or the relationship between such DTC Participants and the Indirect
Participants and Beneficial Owners owning through such DTC Participants.

DTC may determine to discontinue providing its service with respect to the Shares at any time by giving reasonable
notice to the Trust and discharging its responsibilities with respect thereto under applicable law. Under such
circumstances, the Trust shall take action either to find a replacement for DTC to perform its functions at a
comparable cost or, if such a replacement is unavailable, to issue and deliver printed certificates representing
ownership of Shares, unless the Trust makes other arrangements with respect thereto satisfactory to the Exchange.
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CREATION AND REDEMPTION OF CREATION UNITS

General

The Fund will issue and sell Shares only in Creation Units on a continuous basis through the Distributor, without an
initial sales load, at their NAV next determined after receipt, on any Business Day (as defined herein), of an order in
proper form. An Authorized Participant (defined below) that is not a “qualified institutional buyer,” as such term is
defined under Rule 144A of the Securities Act of 1933, will not be able to receive, as part of a redemption, restricted
securities eligible for resale under Rule 144A.

A “Business Day” with respect to the Fund is any day on which the Exchange is open for business. As of the date of the
Prospectus, the Exchange observes the following holidays: New Year’s Day, Martin Luther King, Jr. Day, President’s
Day (Washington’s Birthday), Good Friday, Memorial Day (observed), Independence Day, Labor Day, Thanksgiving
Day and Christmas Day.

Fund Deposit

The consideration for a purchase of Creation Units generally consists of the in-kind deposit of a designated portfolio
of fixed income securities (the “Deposit Securities”) that comprise the Index and an amount of cash computed as
described below (the “Cash Component”) or, as permitted or required by the Fund, of cash. The Cash Component
together with the Deposit Securities, as applicable, are referred to as the “Fund Deposit,” which represents the minimum
initial and subsequent investment amount for Shares. The Cash Component represents the difference between the
NAV of a Creation Unit and the market value of Deposit Securities and may include a Dividend Equivalent Payment.
The “Dividend Equivalent Payment” enables the Fund to make a complete distribution of dividends on the next dividend
payment date, and is an amount equal, on a per Creation Unit basis, to the dividends on all the securities held by the
Fund (“Fund Securities”) with ex-dividend dates within the accumulation period for such distribution (the “Accumulation
Period”), net of expenses and liabilities for such period, as if all of the Fund Securities had been held by the Trust for
the entire Accumulation Period. The Accumulation Period begins on the ex-dividend date for the Fund and ends on
the next ex-dividend date.

The Administrator, through the NSCC, makes available on each Business Day, immediately prior to the opening of
business on the Exchange (currently 9:30 a.m. Eastern time), the list of the names and the required number of shares
of each Deposit Security to be included in the current Fund Deposit (based on information at the end of the previous
Business Day) as well as the Cash Component for the Fund. Such Fund Deposit is applicable, subject to any
adjustments as described below, in order to effect creations of Creation Units of the Fund until such time as the
next-announced Fund Deposit composition is made available.
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The identity and number of shares of the Deposit Securities required for the Fund Deposit for the Fund changes as
rebalancing adjustments and corporate action events are reflected from time to time by the Adviser with a view to the
investment objective of the Fund. The composition of the Deposit Securities may also change in response to
adjustments to the weighting or composition of the securities constituting the Index. In addition, the Trust reserves the
right to accept a basket of securities or cash that differs from Deposit Securities or to permit or require the substitution
of an amount of cash (i.e., a “cash in lieu” amount) to be added to the Cash Component to replace any Deposit Security
which may, among other reasons, not be available in sufficient quantity for delivery, not be permitted to be
re-registered in the name of the Trust as a result of an in-kind creation order pursuant to local law or market
convention or which may not be eligible for transfer through the Clearing Process (described below), or which may
not be eligible for trading by a Participating Party (defined below). In light of the foregoing, in order to
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seek to replicate the in-kind creation order process, the Trust expects to purchase the Deposit Securities represented by
the cash in lieu amount in the secondary market (“Market Purchases”). In such cases where the Trust makes Market
Purchases because a Deposit Security may not be permitted to be re-registered in the name of the Trust as a result of
an in-kind creation order pursuant to local law or market convention, or for other reasons, the Authorized Participant
will reimburse the Trust for, among other things, any difference between the market value at which the securities were
purchased by the Trust and the cash in lieu amount (which amount, at the Adviser’s discretion, may be capped),
applicable registration fees and taxes. Brokerage commissions incurred in connection with the Trust’s acquisition of
Deposit Securities will be at the expense of the Fund and will affect the value of all Shares of the Fund; but the
Adviser may adjust the transaction fee to the extent the composition of the Deposit Securities changes or cash in lieu
is added to the Cash Component to protect ongoing shareholders. The adjustments described above will reflect
changes, known to the Adviser on the date of announcement to be in effect by the time of delivery of the Fund
Deposit, in the composition of the Index or resulting from stock splits and other corporate actions.

In addition to the list of names and numbers of securities constituting the current Deposit Securities of the Fund
Deposit, the Administrator, through the NSCC, also makes available (i) on each Business Day, the Dividend
Equivalent Payment, if any, and the estimated Cash Component effective through and including the previous Business
Day, per outstanding Shares of the Fund, and (ii) on a continuous basis throughout the day, the Indicative Per Share
Portfolio Value.

Procedures for Creation of Creation Units

To be eligible to place orders with the Distributor to create Creation Units of the Fund, an entity or person either must
be (1) a “Participating Party,” i.e., a broker-dealer or other participant in the Clearing Process through the Continuous
Net Settlement System of the NSCC; or (2) a DTC Participant (see “Book Entry Only System”); and, in either case,
must have executed an agreement with the Distributor and the Transfer Agent with respect to creations and
redemptions of Creation Units (as it may be amended from time to time in accordance with its terms) (“Participant
Agreement”) (discussed below). A Participating Party and DTC Participant are collectively referred to as an “Authorized
Participant.” All Creation Units of the Fund, however created, will be entered on the records of the Depository in the
name of Cede & Co. for the account of a DTC Participant.

All orders to create Creation Units must be placed in multiples of 50,000 Shares of the Fund (i.e., a Creation Unit). All
orders to create Creation Units, whether through the Clearing Process or outside the Clearing Process, must be
received by the Distributor no later than the closing time of the regular trading session on the Exchange (“Closing
Time”) (ordinarily 4:00 p.m. Eastern time) on the date such order is placed in order for creation of Creation Units to be
effected based on the NAV of the Fund as determined on such date. A “Custom Order” may be placed by an Authorized
Participant in the event that the Trust permits or requires the substitution of an amount of cash to be added to the Cash
Component to replace any Deposit Security which may not be available in sufficient quantity for delivery or which
may not be eligible for trading by such Authorized Participant or the investor for which it is acting, or other relevant
reason. The Business Day on which a creation order (or order to redeem as discussed below) is placed is herein
referred to as the “Transmittal Date.” Orders must be transmitted by telephone or other transmission method acceptable
to the Distributor pursuant to procedures set forth in the Participant Agreement, as described below (see “-Placement of
Creation Orders Using Clearing Process”). Severe economic or market disruptions or changes, or telephone or other
communication failure, may impede the ability to reach the Distributor, a Participating Party or a DTC Participant.
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Creation Units may be created in advance of the receipt by the Trust of all or a portion of the Fund Deposit. In such
cases, the Authorized Participant will remain liable for the full deposit of the
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missing portion(s) of the Fund Deposit and will be required to post collateral with the Trust consisting of cash at least
equal to a percentage of the marked-to-market value of such missing portion(s) that is specified in the Participant
Agreement. The Trust may use such collateral to buy the missing portion(s) of the Fund Deposit at any time and will
subject such Authorized Participant to liability for any shortfall between the cost to the Trust of purchasing such
securities and the value of such collateral. The Trust will have no liability for any such shortfall. The Trust will return
any unused portion of the collateral to the Authorized Participant once the entire Fund Deposit has been properly
received by the Distributor and deposited into the Trust.

Orders to create Creation Units of the Fund shall be placed with a Participating Party or DTC Participant, as
applicable, in the form required by such Participating Party or DTC Participant. Investors should be aware that their
particular broker may not have executed a Participant Agreement, and that, therefore, orders to create Creation Units
of the Fund may have to be placed by the investor’s broker through a Participating Party or a DTC Participant who has
executed a Participant Agreement. At any given time there may be only a limited number of broker-dealers that have
executed a Participant Agreement. Those placing orders to create Creation Units of the Fund through the Clearing
Process should afford sufficient time to permit proper submission of the order to the Distributor prior to the Closing
Time on the Transmittal Date.

Orders for creation that are effected outside the Clearing Process are likely to require transmittal by the DTC
Participant earlier on the Transmittal Date than orders effected using the Clearing Process. Those persons placing
orders outside the Clearing Process should ascertain the deadlines applicable to DTC and the Federal Reserve Bank
wire system by contacting the operations department of the broker or depository institution effectuating such transfer
of Deposit Securities and Cash Component.

Placement of Creation Orders Using Clearing Process

Fund Deposits must be delivered through a DTC Participant that has executed a Participant Agreement with the
Distributor and with the Trust. A DTC Participant who wishes to place an order creating Creation Units of the Fund
need not be a Participating Party, but such orders must state that the creation of Creation Units will be effected
through a transfer of securities and cash. The Fund Deposit transfer must be ordered by the DTC Participant in a
timely fashion so as to ensure the delivery of the requisite number of Deposit Securities through DTC to the account
of the Trust by no later than 4:00 p.m. Eastern time, on the Settlement Date. The “Settlement Date” for the Fund is
generally the third Business Day following the Transmittal Date. All questions as to the number of Deposit Securities
to be delivered, and the validity, form and eligibility (including time of receipt) for the deposit of any tendered
securities, will be determined by the Trust, whose determination shall be final and binding. The cash equal to the Cash
Component must be transferred directly to the Distributor through the Federal Reserve wire system in a timely manner
so as to be received by the Distributor no later than 4:00 p.m. Eastern time, on the next Business Day immediately
following the Transmittal Date. An order to create Creation Units of the Fund is deemed received by the Distributor
on the Transmittal Date if (i) such order is received by the Distributor not later than the Closing Time on such
Transmittal Date; and (ii) all other procedures set forth in the Participant Agreement are properly followed. Upon
written notice to the Distributor, such cancelled order may be resubmitted the following Business Day using a Fund
Deposit as newly constituted to reflect the current NAV of the Fund. The delivery of Creation Units so created will
occur no later than the third (3rd) Business Day following the day on which the creation order is deemed received by
the Distributor.
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Placement of Creation Orders Outside Clearing Process

Fund Deposits created outside the Clearing Process must be delivered through a DTC Participant that has executed a
Participant Agreement. A DTC Participant who wishes to place an order creating Creation Units of the Fund to be
effected outside the Clearing Process need not be a Participating Party, but such orders must state that the DTC
Participant is not using the Clearing Process and that the creation of Creation Units will instead be effected through a
transfer of securities and cash. The Fund Deposit transfer must be ordered by the DTC Participant in a timely fashion
so as to ensure the delivery of the requisite number of Deposit Securities through DTC to the account of the Trust by
no later than 11:00 a.m. Eastern time, of the next Business Day immediately following the Transmittal Date. All
questions as to the number of Deposit Securities to be delivered, and the validity, form and eligibility (including time
of receipt) for the deposit of any tendered securities, will be determined by the Trust, whose determination shall be
final and binding. The cash equal to the Cash Component must be transferred directly to the Distributor through the
Federal Reserve wire system in a timely manner so as to be received by the Distributor no later than 2:00 p.m. Eastern
time, on the next Business Day immediately following the Transmittal Date. An order to create Creation Units of the
Fund outside the Clearing Process is deemed received by the Distributor on the Transmittal Date if (i) such order is
received by the Distributor not later than the Closing Time on such Transmittal Date; and (ii) all other procedures set
forth in the Participant Agreement are properly followed. However, if the Distributor does not receive both the
requisite Deposit Securities and the Cash Component in a timely fashion on the next Business Day immediately
following the Transmittal Date, such order will be cancelled. Upon written notice to the Distributor, such cancelled
order may be resubmitted the following Business Day using a Fund Deposit as newly constituted to reflect the current
NAV of the Fund. The delivery of Creation Units so created will occur no later than the third (3rd) Business Day
following the day on which the creation order is deemed received by the Distributor.

Additional transaction fees may be imposed with respect to transactions effected outside the Clearing Process (through
a DTC participant) and in circumstances in which any cash can be used in lieu of Deposit Securities to create Creation
Units. (See “Creation Transaction Fee” section below.)

Acceptance of Creation Orders

The Trust reserves the absolute right to reject a creation order transmitted to it by the Distributor if, for any reason, (a)
the order is not in proper form; (b) the creator or creators, upon obtaining the Shares, would own 80% or more of the
currently outstanding Shares of the Fund; (c) the Deposit Securities delivered are not as specified by the
Administrator, as described above; (d) the acceptance of the Deposit Securities would have certain adverse tax
consequences to the Fund; (e) the acceptance of the Fund Deposit would, in the opinion of counsel, be unlawful; (f)
the acceptance of the Fund Deposit would otherwise, in the discretion of the Trust or the Adviser, have an adverse
effect on the Trust or the rights of beneficial owners; or (g) in the event that circumstances outside the control of the
Trust, the Distributor and the Adviser make it for all practical purposes impossible to process creation orders.
Examples of such circumstances include, without limitation, acts of God or public service or utility problems such as
earthquakes, fires, floods, extreme weather conditions and power outages resulting in telephone, telecopy and
computer failures; wars; civil or military disturbances, including acts of civil or military authority or governmental
actions; terrorism; sabotage; epidemics; riots; labor disputes; market conditions or activities causing trading halts;
systems failures involving computer or other information systems affecting the Trust, the Adviser, the Distributor,
DTC, the NSCC or any other participant in the creation process, and similar extraordinary events. The Transfer Agent
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will notify a prospective creator of its rejection of the order of such person. The Trust, the Custodian, any
subcustodian, the Distributor and the Transfer Agent are under no duty, however, to give notification of any defects or
irregularities in the delivery of Fund
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Deposits to Authorized Participants nor shall any of them incur any liability to Authorized Participants for the failure
to give any such notification.

All questions as to the number of shares of each security in the Deposit Securities and the validity, form, eligibility
and acceptance for deposit of any securities to be delivered shall be determined by the Trust, and the Trust’s
determination shall be final and binding.

Creation Transaction Fee

A fixed creation transaction fee of $500 payable to the Custodian is imposed on each creation transaction regardless of
the number of Creation Units purchased in the transaction. In addition, a variable charge for cash creations or for
creations outside the Clearing Process currently of up to four times the basic creation transaction fee may be imposed.
In the case of cash creations or where the Trust permits or requires a creator to substitute cash in lieu of depositing a
portion of the Deposit Securities, the creator may be assessed an additional variable charge to compensate the Fund
for the costs associated with purchasing the applicable securities. (See “Fund Deposit” section above.) As a result, in
order to seek to replicate the in-kind creation order process, the Trust expects to purchase, in the secondary market or
otherwise gain exposure to, the portfolio securities that could have been delivered as a result of an in-kind creation
order pursuant to local law or market convention, or for other reasons (“Market Purchases”). In such cases where the
Trust makes Market Purchases, the Authorized Participant will reimburse the Trust for, among other things, any
difference between the market value at which the securities and/or financial instruments were purchased by the Trust
and the cash in lieu amount (which amount, at the Adviser’s discretion, may be capped), applicable registration fees,
brokerage commissions and certain taxes. The Adviser may adjust the transaction fee to the extent the composition of
the creation securities changes or cash in lieu is added to the Cash Component to protect ongoing shareholders.
Creators of Creation Units are responsible for the costs of transferring the securities constituting the Deposit Securities
to the account of the Trust.

Redemption of Creation Units

Shares may be redeemed only in Creation Units at their NAV next determined after receipt of a redemption request in
proper form by the Distributor, only on a Business Day and only through a Participating Party or DTC Participant who
has executed a Participant Agreement. The Trust will not redeem Shares in amounts less than Creation Units.
Beneficial Owners also may sell Shares in the secondary market, but must accumulate enough Shares to constitute a
Creation Unit in order to have such Shares redeemed by the Trust. There can be no assurance, however, that there will
be sufficient liquidity in the public trading market at any time to permit assembly of a Creation Unit. Investors should
expect to incur brokerage and other costs in connection with assembling a sufficient number of Shares to constitute a
redeemable Creation Unit. See the section entitled “Summary Information-Principal Risks of Investing in the Fund” and
“Additional Information About the Fund’s Investment Strategies and Risks-Risks of Investing in the Fund” in the
Prospectus.
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The Administrator, through NSCC, makes available immediately prior to the opening of business on the Exchange
(currently 9:30 a.m. Eastern time) on each day that the Exchange is open for business, the Fund Securities that will be
applicable (subject to possible amendment or correction) to redemption requests received in proper form (as defined
below) on that day. An Authorized Participant submitting a redemption request is deemed to represent to the Trust that
it (or its client) (i) owns outright or has full legal authority and legal beneficial right to tender for redemption the
requisite number of Fund Shares to be redeemed and can receive the entire proceeds of the redemption, and (ii) the
Fund Shares to be redeemed have not been loaned or pledged to another party nor are they the subject of a repurchase
agreement, securities lending agreement or such other arrangement that would preclude the delivery of
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such Fund Shares to the Trust. The Trust reserves the right to verify these representations at its discretion, but will
typically require verification with respect to a redemption request from the Fund in connection with higher levels of
redemption activity and/or short interest in the Fund. If the Authorized Participant, upon receipt of a verification
request, does not provide sufficient verification of its representations as determined by the Trust, the redemption
request will not be considered to have been received in proper form and may be rejected by the Trust.

Unless cash redemptions are permitted or required for the Fund, the redemption proceeds for a Creation Unit generally
consist of Fund Securities as announced by the Administrator on the Business Day of the request for redemption, plus
cash in an amount equal to the difference between the NAV of the Shares being redeemed, as next determined after a
receipt of a request in proper form, and the value of the Fund Securities, less the redemption transaction fee and
variable fees described below. Should the Fund Securities have a value greater than the NAV of the Shares being
redeemed, a compensating cash payment to the Trust equal to the differential plus the applicable redemption
transaction fee will be required to be arranged for by or on behalf of the redeeming shareholder. The Fund reserves the
right to honor a redemption request by delivering a basket of securities or cash that differs from the Fund Securities.

Redemption Transaction Fee

The basic redemption transaction fee of $500 is the same no matter how many Creation Units are being redeemed
pursuant to any one redemption request. An additional charge up to four times the redemption transaction fee will be
charged with respect to cash redemptions or redemptions outside of the Clearing Process. An additional variable
charge for cash redemptions or partial cash redemptions (when cash redemptions are permitted or required for the
Fund) may also be imposed to compensate the Fund for the costs associated with selling the applicable securities. As a
result, in order to seek to replicate the in-kind redemption order process, the Trust expects to sell, in the secondary
market, the portfolio securities or settle any financial instruments that may not be permitted to be re-registered in the
name of the Participating Party as a result of an in-kind redemption order pursuant to local law or market convention,
or for other reasons (“Market Sales”). In such cases where the Trust makes Market Sales, the Authorized Participant will
reimburse the Trust for, among other things, any difference between the market value at which the securities and/or
financial instruments were sold or settled by the Trust and the cash in lieu amount (which amount, at the Adviser’s
discretion, may be capped), applicable registration fees, brokerage commissions and certain taxes (“Transaction Costs”).
The Adviser may adjust the transaction fee to the extent the composition of the redemption securities changes or cash
in lieu is added to the Cash Component to protect ongoing shareholders. In no event will fees charged by the Fund in
connection with a redemption exceed 2% of the value of each Creation Unit. Investors who use the services of a
broker or other such intermediary may be charged a fee for such services. To the extent the Fund cannot recoup the
amount of Transaction Costs incurred in connection with a redemption from the redeeming shareholder because of the
2% cap or otherwise, those Transaction Costs will be borne by the Fund’s remaining shareholders and negatively affect
the Fund’s performance.

Placement of Redemption Orders

Orders to redeem Creation Units of the Fund must be delivered through a DTC Participant that has executed a
Participant Agreement with the Distributor and with the Trust. A DTC Participant who wishes to place an order for
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redemption of Creation Units of the Fund to be effected need not be a Participating Party, but such orders must state
that redemption of Creation Units of the Fund will instead be effected through transfer of Creation Units of the Fund
directly through DTC. An order to redeem Creation Units of the Fund is deemed received by the Administrator on the
Transmittal Date if (i) such order is received by the Administrator not later than 4:00 p.m. Eastern time on such
Transmittal Date;
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(ii) such order is preceded or accompanied by the requisite number of Shares of Creation Units specified in such order,
which delivery must be made through DTC to the Administrator no later than 11:00 a.m. Eastern time, on such
Transmittal Date (the “DTC Cut-Off-Time”); and (iii) all other procedures set forth in the Participant Agreement are
properly followed.

After the Administrator has deemed an order for redemption received, the Administrator will initiate procedures to
transfer the requisite Fund Securities (or contracts to purchase such Fund Securities) which are expected to be
delivered within three Business Days and the cash redemption payment to the redeeming Beneficial Owner by the
third Business Day following the Transmittal Date on which such redemption order is deemed received by the
Administrator.

Placement of Redemption Orders Outside Clearing Process

Orders to redeem Creation Units of the Fund outside the Clearing Process must be delivered through a DTC
Participant that has executed a Participant Agreement. A DTC Participant who wishes to place an order for
redemption of Creation Units of the Fund to be effected outside the Clearing Process need not be a Participating Party,
but such orders must state that the DTC Participant is not using the Clearing Process and that redemption of Creation
Units of the Fund will instead be effected through transfer of Creation Units of the Fund directly through DTC. An
order to redeem Creation Units of the Fund outside the Clearing Process is deemed received by the Administrator on
the Transmittal Date if (i) such order is received by the Administrator not later than 4:00 p.m. Eastern time on such
Transmittal Date; (ii) such order is preceded or accompanied by the requisite number of Shares of Creation Units
specified in such order, which delivery must be made through DTC to the Administrator no later than 11:00 a.m.
Eastern time, on such Transmittal Date (the “DTC Cut-Off-Time”); and (iii) all other procedures set forth in the
Participant Agreement are properly followed.

After the Administrator has deemed an order for redemption outside the Clearing Process received, the Administrator
will initiate procedures to transfer the requisite Fund Securities (or contracts to purchase such Fund Securities) which
are expected to be delivered within three Business Days and the cash redemption payment to the redeeming Beneficial
Owner by the third Business Day following the Transmittal Date on which such redemption order is deemed received
by the Administrator. An additional variable redemption transaction fee of up to four times the basic transaction fee is
applicable to redemptions outside the Clearing Process.
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DETERMINATION OF NET ASSET VALUE

The following information supplements and should be read in conjunction with the section in the Prospectus entitled
“Shareholder Information-Determination of NAV.”

The NAV per Share for the Fund is computed by dividing the value of the net assets of the Fund (i.e., the value of its
total assets less total liabilities) by the total number of Shares outstanding. Expenses and fees, including the
management fee, are accrued daily and taken into account for purposes of determining NAV. The NAV of the Fund is
determined each business day as of the close of trading (ordinarily 4:00 p.m., Eastern time) on the Exchange. Any
assets or liabilities denominated in currencies other than the U.S. dollar are converted into U.S. dollars at the current
market rates on the date of valuation as quoted by one or more sources.

The values of the Fund’s portfolio securities are based on the securities’ closing prices, on the markets on which the
securities trade, when available. In the absence of a last reported sales price, or if no sales were reported, and for other
assets for which market quotes are not readily available, values may be based on quotes obtained from a quotation
reporting system, established market makers or by an outside independent pricing service. Fixed income securities are
normally valued on the basis of quotes from brokers or dealers, established market makers or an outside independent
pricing service using data reflecting the earlier closing of the principal markets for those securities. Prices obtained by
an outside independent pricing service may use information provided by market makers or estimates of market values
obtained from yield data related to investments or securities with similar characteristics and may use a computerized
grid matrix of securities and its evaluations in determining what it believes is the fair value of the portfolio securities.
Short-term investments having a maturity of 60 days or less are valued at amortized cost. If a market quotation for a
security is not readily available or the Adviser believes it does not otherwise accurately reflect the market value of the
security at the time the Fund calculates its NAV, the security will be fair valued by the Adviser in accordance with the
Trust’s valuation policies and procedures approved by the Board of Trustees. The Fund may also use fair value pricing
in a variety of circumstances, including but not limited to, situations when the value of a security in the Fund’s
portfolio has been materially affected by events occurring after the close of the market on which the security is
principally traded (such as a corporate action or other news that may materially affect the price of a security) or
trading in a security has been suspended or halted. In addition, the Fund currently expects that it will fair value certain
of such securities held by the Fund, if any, each day the Fund calculates its NAV, except those securities principally
traded on exchanges that close at the same time the Fund calculates its NAV. Accordingly, the Fund’s NAV may
reflect certain portfolio securities’ fair values rather than their market prices at the time the exchanges on which they
principally trade close. Fair value pricing involves subjective judgments and it is possible that a fair value
determination for a security is materially different than the value that could be realized upon the sale of the security. In
addition, fair value pricing could result in a difference between the prices used to calculate the Fund’s NAV and the
prices used by the Index. This may adversely affect the Fund’s ability to track the Index.
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DIVIDENDS AND DISTRIBUTIONS

The following information supplements and should be read in conjunction with the section in the Prospectus entitled
“Shareholder Information-Distributions.”

General Policies

Dividends from net investment income, if any, are declared and paid monthly by the Fund. Distributions of net
realized capital gains, if any, generally are declared and paid once a year, but the Trust may make distributions on a
more frequent basis for the Fund to improve its Index tracking or to comply with the distribution requirements of the
Internal Revenue Code, in all events in a manner consistent with the provisions of the 1940 Act. It is currently
expected that the Fund will distribute virtually all of its net income (interest less expenses) monthly while capital
gains distributions will generally occur annually in December. In addition, in situations where the Fund acquired
investment securities after the beginning of the dividend period, the Fund may elect to distribute at least annually
amounts representing the full dividend yield on the underlying portfolio securities of the Fund, net of expenses of the
Fund, as if the Fund owned such underlying portfolio securities for the entire dividend period. If the Fund so elects, in
which case some portion of each distribution may result in a return of capital, which, for tax purposes, is treated as a
return of your investment in Shares.
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