ADVISORSHARES

Actively Managed ETFs

An Opportunity for Higher Yields without Interest Rate Risk

FLRT

AdvisorShares Pacific Asset Enhanced Floating Rate ETF

*

PACIFIC

ASSET MANAGEMENT
Sub-Advised by Pacific Asset Management




ADVISORSHARES

Actively Managed ETFs

Disclosures

Before investing you should carefully consider the F u n didvestment objectives, risks, charges and expenses. This and other
information is in the prospectus, a copy of which may be obtained by visiting the F u n dwebsite at flrt.advisorshares.com.
Please read the prospectus carefully before you invest. Foreside Fund Services, LLC, Distributor.

There is no guarantee that the Fund will achieve its investment objective. An investment in the Fund is subject to
risk, including the possible loss of principal amount invested. Investing in derivatives may be riskier than other
types of investments because they are more sensitive to change in economic or marketing conditions that could
result in losses that significantly exceed the F u n digsal investment. The Fund primarily invests in floating rate
loans and floating rate debt securities. The market for floating rate loans may be subject to irregular trading activity,
wide bid/ask spreads, and extended trade settlement periods. The floating rate feature of loans means that floating
rate loans will not generally experience capital appreciation in a declining interest rate environment. Declines in
interest rates may also increase prepayments of debt obligations and require the Fund to invest assets at lower
yields. Other Fund risks include market risk, leverage risk, foreign investment risk, liquidity risk, income and
interest rate risk, liquidity risk, management risk, high yield securities risk, loan participation risk, prepayment risk,
and trading risk. Please see the prospectus for details regarding risk.


http://flrt.advisorshares.com/
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Executive Summary

The AdvisorShares Pacific Asset Enhanced Floating Rate ETF (NYSE Arca: FLRT) seeks to provide high a level of
current income as is consistent with the preservation of capital, by investing primarily in the first lien bank debt of
non-investment grade companies.

A Floating Rate Strategy i FLRT offers investors a focused portfolio comprised of income producing
floating rate loans and floating rate debt securities which aims to provide a high level of current income

Yield i FLRT aims to provide a high level of current income

Liquid T The Portfolio Manager@ active management approach favors names that make up the most
liquid segment of the bank loan marketplace. This allows for more fluid entry and exit of positions as
needed

A Enhanced i To increase the yield and opportunity, FLRT may employ leverage on a security level basis
to enhance return potential
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Introduction to Bank Loans

A
A
A
A
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Bank loans are floating rate debt securities issued by non-investment grade corporations

The asset class developed in the late 1980s and today is a large, well developed credit market
Bank loans are ¢senior securedg, generally the senior obligation in a company@ capital structure
Bank loans have floating rate coupons, giving the asset class limited to no duration risk

Sample of bank loan issuers*:

RITE |Hefty/
P e

petcof e UNIVISION

* The logos shown are trademarks of their respective companies and not meant to be a representation of current fund holdings



http://www.google.com/imgres?q=rite+aid+logo&hl=en&safe=active&biw=1069&bih=699&tbm=isch&tbnid=6A4XNP5dtrG21M:&imgrefurl=http://acadianasthriftymom.com/2012/10/12/rite-aid-freebies-and-deals-starting-1014/rite-aid-logo-3/&docid=7hcM6AM1jW1tpM&imgurl=http://acadianasthriftymom.com/wp-content/uploads/2012/10/rite-aid-logo1.jpg&w=323&h=275&ei=Wm2IUKy9Cujz0gGesYC4Ag&zoom=1&iact=hc&vpx=124&vpy=153&dur=1092&hovh=207&hovw=243&tx=77&ty=91&sig=108074108393223145675&page=1&tbnh=148&tbnw=174&start=0&ndsp=14&ved=1t:429,r:0,s:0,i:69
http://www.google.com/imgres?q=rite+aid+logo&hl=en&safe=active&biw=1069&bih=699&tbm=isch&tbnid=6A4XNP5dtrG21M:&imgrefurl=http://acadianasthriftymom.com/2012/10/12/rite-aid-freebies-and-deals-starting-1014/rite-aid-logo-3/&docid=7hcM6AM1jW1tpM&imgurl=http://acadianasthriftymom.com/wp-content/uploads/2012/10/rite-aid-logo1.jpg&w=323&h=275&ei=Wm2IUKy9Cujz0gGesYC4Ag&zoom=1&iact=hc&vpx=124&vpy=153&dur=1092&hovh=207&hovw=243&tx=77&ty=91&sig=108074108393223145675&page=1&tbnh=148&tbnw=174&start=0&ndsp=14&ved=1t:429,r:0,s:0,i:69
http://www.google.com/imgres?imgurl=http://gsuryalss.files.wordpress.com/2010/12/chrysler-logo.jpg&imgrefurl=http://gsuryalss.wordpress.com/quiz/logos/auto/cars/&h=768&w=1024&sz=84&tbnid=nXShOkKlCYx2ZM:&tbnh=90&tbnw=120&prev=/search?q=chrysler+logo+change&tbm=isch&tbo=u&zoom=1&q=chrysler+logo+change&docid=_87ChD0k5fPknM&hl=en&sa=X&ei=mq8VT_TMGsru0gGXnN2zAw&sqi=2&ved=0CEIQ9QEwBQ&dur=983
http://www.google.com/imgres?imgurl=http://gsuryalss.files.wordpress.com/2010/12/chrysler-logo.jpg&imgrefurl=http://gsuryalss.wordpress.com/quiz/logos/auto/cars/&h=768&w=1024&sz=84&tbnid=nXShOkKlCYx2ZM:&tbnh=90&tbnw=120&prev=/search?q=chrysler+logo+change&tbm=isch&tbo=u&zoom=1&q=chrysler+logo+change&docid=_87ChD0k5fPknM&hl=en&sa=X&ei=mq8VT_TMGsru0gGXnN2zAw&sqi=2&ved=0CEIQ9QEwBQ&dur=983
http://www.google.com/imgres?q=hertz+logo&hl=en&safe=active&biw=1069&bih=699&tbm=isch&tbnid=ypJOoZpqwd7ehM:&imgrefurl=http://logos.wikia.com/wiki/Hertz&docid=2Id_jRlwnbUizM&imgurl=http://images2.wikia.nocookie.net/__cb20100514093653/logopedia/images/f/fb/Hertz_logo.svg&w=684&h=196&ei=mjKIULvQIYSB0QGr8IH4Bw&zoom=1&iact=hc&vpx=264&vpy=360&dur=171&hovh=120&hovw=420&tx=208&ty=68&sig=108074108393223145675&page=1&tbnh=58&tbnw=203&start=0&ndsp=12&ved=1t:429,r:5,s:0,i:85
http://www.google.com/imgres?q=hertz+logo&hl=en&safe=active&biw=1069&bih=699&tbm=isch&tbnid=ypJOoZpqwd7ehM:&imgrefurl=http://logos.wikia.com/wiki/Hertz&docid=2Id_jRlwnbUizM&imgurl=http://images2.wikia.nocookie.net/__cb20100514093653/logopedia/images/f/fb/Hertz_logo.svg&w=684&h=196&ei=mjKIULvQIYSB0QGr8IH4Bw&zoom=1&iact=hc&vpx=264&vpy=360&dur=171&hovh=120&hovw=420&tx=208&ty=68&sig=108074108393223145675&page=1&tbnh=58&tbnw=203&start=0&ndsp=12&ved=1t:429,r:5,s:0,i:85
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High Yield Bonds vs Bank Loans

A Bank loans have many similarities to high yield bonds but two important differentiations; seniority in the
capital structure and floating rate coupons.

A Being senior in the capital structure has historically led to higher recovery rates (approximately $60 for
bank loans vs $40 range for high yield bonds*) in the event of default. This leads to lower downside risk
relative to unsecured high yield bonds.

A Bank loans have floating rate coupons, generally determined from two components, a short term interest
rate (generally LIBOR) and a spread compensating the lender for the credit risk of an issuer. Because the
coupon generally resets every 30-90 days, bank loans carry little to no duration risk.

Coupons Floating Rate (LIBOR + Spread) Fixed Rate

Duration Around 3 months 3 to 10 years

Callable At any time Usually after 3-5 years

Seniority First lien Subordinated

Security Secured Unsecured

Covenants Deal Specific No 5

* Source: Moody's average recovery for secured loans and unsecured high yield bonds
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The Case For Bank Loans

Interest Rate Hedge
A Bank loans have shown positive returns in historical periods of rising rates

A The recent move higher in Treasury yields showed the benefits of bank loans relative to many interest
rate sensitive sectors. Only bank loans and high yield bonds have shown positive total returns

year-to-date

Limited Duration and Low Correlation to Most Asset Correlations
A Bank loans provide credit risk over interest rate risk in the bond market

A With unique structural characteristics, bank loans have limited correlations to most major asset classes,
providing portfolio diversification across various fixed income and equity asset classes

Source: Credit Suisse, Barclays. Past performance is not indicative of future results.
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FLRT® role in a diversified portfolio

FLRT may serve as a yield enhancing, compliment to core fixed income positions. Floating rate funds
often offer yields that are competitive with the high yield segment but with the added opportunity of potential
protection against rising rates.

This is possible due to the nature of the floating rate market which is that the interest rate is adjusted on
a regular schedule to attract investor demand. If interest rates in the broad market head higher then the
interest rates charged to the borrower will be adjusted higher as well with a modest time lag.
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FLRT® Investment Philosophy

The FLRT Investment Philosophy is anchored by a top-down market assessment:

Top Down

Market Assessment

The Portfolio Manager employs a Top
Down market assessment to provide a
framework for their bottom-up analysis

Fundamental Analysis Capital Preservation

Fundamental credit analysis is the The Portfolio Manager focuses on
cornerstone of the Portfolio Manager’s companies that they believe will meet
investment process their debt obligations, in an effort to

mitigate downside risk and preserve
investor capital

Team Approach
The Portfolio Manager employs a robust Selective Construction

process, where all members of the investment
team review, challenge and share investment Building portfolios utilizing selective
ideas construction allows the Portfolio Manager
to articulate their views on a security 8
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FLRT Investment Process

The Portfolio Manager assesses the economic climate to identify potential headwinds and
Market Assessment tailwinds. This assessment is used to provide a framework for FLRT’s investable universe
and a framework to determine portfolio leverage positioning.

The Portfolio Manager assesses the economic climate and outlook to form a broad
Leverage Target determination of an overall target of portfolio risk and leverage target to employ in FLRT
for the near term.

The Portfolio Manager utilizes a team approach with close communication between
Portfolio Management and Research to promote idea generation.

- The bottom-up approach comes into play during FLRT’s portfolio construction. The
Investment Decision Portfolio Manager performs fundamental credit analysis to construct a portfolio with
what they believe have the most favorable risk/reward characteristics.

The Portfolio Manager consistently monitors the FLRT portfolio and utilizes performance
attribution analysis as a quantitative check on the results of their decision making process.

Source: Pacific Asset Management 9
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FLRT Investment Process - Detall

Top-Down
Market
Assessment

* Portfolio Risk
Position
Assessment

Macro Landscape
- Market technicals
- Trends in Flows

- Interest rates

- Economic activity
- Corporate Health
- Relative Value

- Government
policy

K Global Events

\

7

Leverage
Target

i

[ Leverage Target
Ranging between 80
—130% Determined

Sector Weightings

[ Current Holdings

Short/Long Term
outlook

Key Themes

Industry Dynamics
Investment Thesis

A J

Source: Pacific Asset Management

Screen

(Initial screen by
Portfolio Managers &
Research Team

* Investable universe will
be comprised of the
largest loans in the
Credit Suisse
Institutional Loan
Index

Investment
opportunities focused
on larger issuers and
facilities

— Primary market

— Secondary market

\- Research

\ /Credit Underwriting

s

Investment
Decision

Process
* Industry dynamics
* Competitive position
¢ Cost structure
* Management
» Collateral
» Capital Structure
— Risk/Reward Profile
— Relative Value
— Catalyst
— Investment Horizon

Final decision and
weighting determined by
Portfolio Managers

s

Monitor

\

Daily discussion of
market variables

Daily credit meetings
Portfolio reviews

Written assessment
of quarterly earnings
and material events

Distressed credits are
re-underwritten by
analyst and
committee

w

10
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FLRT Loan Selection Process

Source: Pacific Asset Management




