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F UN D SUMMARY
FUND FACTS

INVESTMENT OBJECTIVE

Seeks to achieve positive absolute returns

Inception Date (Class A)
Fund Managers

INVESTMENT STRATEGY

Invest in publicly announced mergers to capture the spread between the current price of a
target company and the announced offer price for that company

Jim Dondero,
CFA, Co-Founder, President
Brad Heiss, CFA
Managing Director

INVESTMENT RATIONALE



1/20/2015

Michael McLochlin
Managing Director

Alternative investment that seeks to reduce overall portfolio volatility and correlation
Potential alternative or complement to fixed income given similar levels of risk & volatility

Eric Fritz
Associate

RETURN S ( A S O F 1 2 / 3 1 / 1 8 )
SHARE CLASS/INDEX

YTD

1-YR

3-YR

Since Incept.

Class A

6.11

6.11

6.46

6.51

Class A (w/load)

0.29

0.29

4.47

5.00

Class C

5.48

5.48

5.76

5.98

Class C (w/load)

4.48

4.48

5.76

5.98

Class Z

6.48

6.48

6.68

6.67

Bloomberg Barclays Capital U.S. Aggregate Bond

0.01

0.01

2.06

1.34

IN VESTMEN T GRO W TH O F $10, 000 (SIN CE IN CEPTIO N )

AN N UALIZED RETURN S
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HMEZX + 6.67%
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11,500
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RISK METRICS 2
STANDARD
DEVIATION

BETA
(vs S&P 500)

CORRELATION
(vs S&P 500)

CORRELATION
(vs BARCLAYS AGG)

Highland Merger Arbitrage Z

4.31

0.01

0.02

0.01

Barclays Capital U.S. Aggregate Bond

2.72

-0.03

-0.13

1.00

Before investing in the Fund, you should carefully consider the Fund’s investment objectives, risks, charges and expense. For a copy of a
prospectus or summary prospectus, which contains this and other information, please visit our website at highlandfunds.com or call
1-877-665-1287. Please read the fund prospectus carefully before investing.
The performance data quoted here represents past performance and is no guarantee of future results. Investment returns and principal
value will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original cost. Current performance
may be lower or higher than the performance data quoted. For performance data current to the most recent month-end, please visit our
website at www.highlandfunds.com.
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NUMBER OF DEALS

TOP 10 DEALS (TARGET / ACQUIRER)
Valero Energy Partners / VLO Valero Energy Corp

15.4%

Sendgrid Inc / TWLO Twilio

10.4%

Longs

Nutrisystem Inc. / TVTY Tivity Health

7.1%

GEOGRAPHIC EXPOSURE

Athena Health / Elliott Management

6.7%

United States

Scana Corp / D Dominion Energy

6.3%

Dominion Energy Midstream / D Dominion Energy

5.5%

Express Scripts / CIGNA Corp

5.3%

Transmontaigne Partners / ArcLight Capital

5.0%

Bojangles’ Inc / The Jordan Company

5.0%

Tesaro Inc. / GSK LN GlaxoSmithKline

4.0%

29

100%

FEES AND EXPENSES
Gross: Class A: 4.77%, Class C: 5.51%, Class Z: 4.59%; Net: Class A: 3.97%, Class C: 4.72%, Class Z: 3.80%
SALES CHARGES
Class A Max Sales Charge: 5.50%. Class C Contingent Deferred Sales Charge (“CDSC”) is 1% within the first year from each purchase.
Performance results reflect the contractual waivers and/or reimbursements of fund expenses by the Advisor. Absent this limitation,
performance results would have been lower.
The Advisor has contractually agreed to limit the total annual operating expenses (exclusive of distribution and/or service (12b-1) fees, taxes,
such as deferred tax expenses, dividend expenses on short sales, interest payments, brokerage commissions and other transaction costs,
acquired fund fees and expenses and extraordinary expenses) of the Fund until at least October 31, 2019. Total net operating expenses
above were applicable to investors. Total net operating expenses include dividend expense on short sales and interest payments and
commitment fees on borrowed funds of Class A, C and Z shares of 2.03%, 2.18% and 2.28%, respectively).
R I S K C O N S I DE RA T IONS

On May 12, 2016, the Predecessor Fund transferred its assets to the Fund in exchange for the Fund’s Class Z shares. The investment policies, objectives, guidelines and restrictions of
the Fund are in all material respects equivalent to those of the Predecessor Fund. In addition, the Predecessor Fund’s portfolio manager is the current portfolio manager of the Fund. As
a mutual fund registered under the 1940 Act, the Fund is subject to certain restrictions under the 1940 Act and the Internal Revenue Code of 1986, as amended (the “Code”) to which
the Predecessor Fund was not subject. Had the Predecessor Fund been registered under the 1940 Act and been subject to the provisions of the 1940 Act and the Code, its investment
performance could have been adversely affected, but these restrictions are not expected to have a material effect on the Fund’s investment program.
Barclays US Aggregate Bond Index. The Barclays US Aggregate Bond Index is a broad-based, unmanaged, market‐weighted index that is comprised of investment grade, US dollardenominated, fixed-rate taxable debt instruments. Derivatives Risk. Derivatives, such as futures and options, are subject to the risk that changes in the value of a derivative may not
correlate perfectly with the underlying asset, rate or index. Derivatives also expose the Fund to the credit risk of the derivative counterparty. Derivative contracts may expire worthless
and the use of derivatives may result in losses to the Fund. Leverage Risk. Leverage may increase the risk of loss, cause fluctuations in the market value of the Fund’s portfolio to
have disproportionately large effects or cause the NAV of the Fund generally to decline faster than it would otherwise. Micro, Small and Mid-Cap Securities Risk. Investments in
securities of companies with micro, small or medium capitalizations involve certain risks that may differ from, or be greater than, those for larger companies, such as higher volatility,
lower trading volume, fewer business lines and lack of public information. Non-Diversification Risk. As a non-diversified fund, the Fund may invest a larger portion of its assets in the
securities of one or a few issuers than a diversified fund. A non-diversified fund’s investment in fewer issuers may result in the fund’s shares being more sensitive to the economic
results of those issuers. An investment in the Fund could fluctuate in value more than an investment in a diversified fund. Non-U.S. Securities Risk. Investments in securities of nonU.S. issuers involve certain risks not involved in domestic investments (for example, expropriation or political or economic instability). Short Sales Risk. The risk of short sales
theoretically involves unlimited loss potential since the market price of securities sold short may continuously increase. Hedging Risk. Although intended to limit or reduce investment
risk, hedging strategies may also limit or reduce the potential for profit. There is no assurance that hedging strategies will be successful.
All exposure and position size calculations based on percent of long market value. Long market value includes the notional value of swaps
1Only

eligible investors may purchase Class Z Shares. Please refer to the prospectus for information and conditions.

2Risk

Metrics: Risk statistics are based on Class Z monthly returns since inception through the date of this fact sheet. Only eligible investors may purchase Class Z Shares.
Please refer to the prospectus for information and conditions. Standard Deviation measures the volatility of the Fund’s returns. Higher standard deviation represents higher
volatility. Beta measures the Fund’s sensitivity to market movements; beta greater than 1 is more volatile than the market; beta less than 1 is less volatile than the market.
Maximum Drawdown is the largest peak-to-trough decline for the Fund based on monthly returns.
Source: SEI
Prepared by Highland Capital Funds Distributor, Member FINRA
NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE
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