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Excluding Mutual Funds for our 
discussion today 
  If publicly traded mutual fund/ETF, look at the 2640 
exemption to see if the fund qualifies for the exemption 
as either diversified §2640.201(a) or sector 
§2640.201(b) mutual fund. 

   ex: Fidelity Spartan 500 Fund 

   iShares Russell 2000 ETF 

  



Tracking Investments 
Key Characteristics 

 Track how a fund or index performs. 

 The investor does not hold shares of the 
companies that are being tracked.   

 The investor earns more or less money depending 
on how the tracked item does.    

 Frequently there are caps on how much the 
investor can gain or lose.   

  

  



Investment return is based on 
tracked asset/index 

 
 Most important item for our analysis is what is 
being tracked. 

  

 We will also want to know the issuer. 
 

  



EXAMPLE:  Investment Fund  
Tracks an Index 

 

A filer participates in a deferred compensation plan.  His fund mirrors 
the performance of the S&P 500.  

Filer does not hold, through the deferred compensation plan, shares 
of the companies listed on the S&P 500.  

Employer owes the filer a cash payment, and the employer will pay 5% 
interest if the S&P 500 performs well (>10%) or will pay only 2% if the 
S&P 500 performs poorly. 
  

  



 
Tracking an Index 

  

  
Description EIF Value Income 

Type 
Income 
Amount 

Foster Engineering, deferred 
compensation: tracks S&P 500 

N/A $50,001 - 
$100,000 

  None (or less 
than $201) 

 
 
  

 
 
 

    



 
Tracking an Index 

 Tracks diversified index or diversified mutual fund – no 
direct and predictable effect. 

  

 Tracks sector index or sector mutual fund – could present a 
problem. 

  

  



 
Tracking an Index 

  

  
 
 
  

 
 
Description 

 
 
EIF 

 
 
Value 

 
Income 
Type 

 
Income 
Amount 

Foster Engineering, deferred 
compensation:  
tracks Alerian MLP Index 

N/A $50,001 - 
$100,000 

  None (or less 
than $201) 

 
 
  

 
 
 
 
 
The Alerian MLP Index is the leading gauge of energy Master 
Limited Partnerships (MLPs).  

    



Exchange Traded Notes/Equity 
Linked Notes 

 
 
 
  

Debt instrument that provides interest payments based 
on the performance of an equity index.   
 
Sometimes the filer is provided a return of the principal 
and a guaranteed return.   
 
 
 
 
 
 
 



Exchange Traded Notes/Equity 
Linked Notes 

SP index Autocallable Step Up DB  (MLZPG) 
 
Autocallable Market-Linked Step Up Notes Linked to the S&P 500® 
Index issued by Deutsch Bank 



Exchange Traded Notes/Equity 
Linked Notes Reporting 

 
Autocallable Market-Linked Step Up Notes Linked to the S&P 500® 
Index issued by Deutsch Bank 
 
 
 
 
 
 
 
  

Description EIF Value Income 
Type 

Income Amount 

Note Linked to S&P500 
Index issued by Deutsch 
Bank 

N/A $1,001 - 
$15,000 

  None (or less than 
$201) 



Exchange Traded Notes/Equity 
Linked Notes 

Equity Index Basket Step UP issued by CS (MLZOQ) 
 
Market-Linked Step-Up Notes Linked to an Equity Index 
Basket 
 
 
 
 
 
 
  



Exchange Traded Notes/Equity 
Linked Notes 

 
 
 
 
 
  



Exchange Traded Notes/Equity 
Linked Notes 

 
 
 
 
 
 
 
  

Description EIF Value Income 
Type 

Income 
Amount 

Note linked to EURO STOXX 50 
and Dow Jones Industrial average 
issued by Credit Suisse 

N/A $1,001 - 
$15,000 

  None (or less 
than $201) 

Market-Linked Step-Up Notes Linked to an Equity Index 
Basket (Euro Stoxx 50 and Dow Jones Industrial) 



Exchange Traded Notes/Equity 
Linked Notes 

ARN Basket Technology sector 
Accelerated Return Note Linked to a Basket 3 Tech Sector Stocks 
 
BAC Stoxx600 Banks Europe 
 
 
 
 
 
 
  



BASKET OF THREE TECHNOLOGY 
SECTOR STOCKS ARN issued 

 
 
 
 
  

http://www.ml.com/publish/mkt/prospectus/pdfs/May2015/MLHMT.pdf
http://www.ml.com/publish/mkt/prospectus/pdfs/May2015/MLHMT.pdf


Exchange Traded Notes/Equity 
Linked Notes 

Accelerated Return Note Linked to a Basket 3 Tech Sector Stocks 
 
 
 
 
 
 
 
  

Description EIF Value Income 
Type 

Income 
Amount 

Note Linked to Apple, 
Facebook, and Twitter issued 
by Barclays 

N/A $1,001 - 
$15,000 

  None (or less 
than $201) 



STOXX Europe 600 Banks Step 
Up issued by BAC  

The Index includes companies in the banks supersector, which tracks companies providing a 
broad range of financial services, including retail banking, loans and money transmissions. 
The Index includes 47 stocks. 
 
Top Companies 
HSBC Holdings plc 
Banco Santander S.A.  
BNP Paribas 
UBS Group AG 
Barclays plc 
Lloyds Banking Group 
Banco Bilbao Vizcaya Argentaria, S.A.  
ING Group 
Intesa Sanpaolo 
Deutsche Bank 
 
 
  



Exchange Traded Notes/Equity 
Linked Notes 

STOXX Europe 600 Banks Step Up issued by BAC   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Description EIF Value Income 
Type 

Income 
Amount 

Note Linked to STOXX 
Europe 600 Banks issued by 
Bank of America 

N/A $1,001 - 
$15,000 

  None (or 
less than 
$201) 
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