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Including Terms and
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Securities identification number
(WKN):

Name WKN

iShares Dow Jones Industrial 628 939
Average (DE)

The most recent Sales Prospectus, the “"Gen-
eral Terms and Conditions”, and “Special
Conditions” form the basis for the purchase or
sale of fund units. It is not permitted to issue
information or statements differing from this
Sales Prospectus. Any purchase or sale of
units based on information or statements not
contained in the Sales Prospectus is at the
sole risk of the investor. This Sales Prospec-
tus is supplemented by the latest annual re-
port. If the reporting date of the latest annual
report is more than eight months ago, then
the most recent semi-annual report must be
offered to the purchaser prior to conclusion of
a sales contract.

The contractual relationship between the Invest-
ment Management Company and investor as well
as the pre-contractual relationship are subject to
German law. In accordance with Section 23 Para-
graph 2 of the “General Terms and Conditions”, if
the investor has no general place of jurisdiction in
Germany, the place of jurisdiction for disputes
arising from the contractual relationship shall be
the registered office of the Investment Manage-
ment Company. According to Section 123 Para-
graph 1 of the German Investment Act (InvG —
Investmentgesetz), all publications and promotion-
al literature must be drawn up in German or must
include a German translation. The Investment
Management Company shall furthermore conduct
all communication with its investors in German.

In the event of disputes connected with the provi-
sions of the Investment Act, consumers may ap-
peal to the Ombudsman’s office for investment
funds at the BVI Bundesverband Investment und
Asset Management e.V., Unter den Linden 42,
10117 Berlin. This does not affect the right to ap-
peal to courts of law.

In the event of any dispute arising from implemen-
tation of the provisions in the German Civil Code
[BGB], concerning distance-selling contracts for
financial services, the parties involved may contact
the Arbitration Board of the Deutsche Bundesbank,
P.O. Box 11 12 32 in 60047 Frankfurt/Main, tel.:
+49 (0) 69 2388-1907 or -1906, fax: +49 (0) 69
2388-1919, schlichtung@bundesbank.de. This does
not affect the right to appeal to courts of law
(please visit the BVI website www.bvi.de for addi-
tional contact information).



The Sales Prospectus was drawn up in German and
translated into several languages. Only the German
version is legally binding.

Unless regulated differently in individual cases, all
terms used in this Sales Prospectus correspond to
those used in the Investment Act (InvG).

Restrictions on the issue of units

The distribution of the information contained in this
Sales Prospectus and the offer of the units de-
scribed in this Sales Prospectus as part of a public
sale are only permissible in countries in which a
distribution licence has been granted.

In particular, units may not be distributed in the
United States of America or to U.S. citizens. Natu-
ral persons subject to taxation in the U.S. include,
for example, persons who

(a) were born in the U.S. or its territories or
possessions,

(b) are naturalised citizens (e.g. green card
holders),

©) were born abroad to citizens of the U.S.,
(d) are not citizens of the U.S., but who spend
the majority of their time in the U.S. or

(e) are married to a citizen of the U.S.

Legal persons subject to taxation in the U.S. in-
clude, for example,

(a) companies and corporations that were
incorporated under the laws of one of the 50 U.S.
states or the District of Columbia,

(b) a company or partnership incorporated
under an Act of Congress, or
©) pension funds incorporated as U.S. trusts.

The Investment Management Company may reject
subscription requests at its own discretion at any
time.
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Sales Prospectus.

1. General provisions

The investment fund iShares Dow Jones Industrial
Average (DE) (hereinafter referred to as the “In-
vestment Fund”) is a “Directive-Compliant Invest-
ment Fund” as defined by the German Investment
Act (InvG). It is managed by BlackRock Asset Man-
agement Deutschland AG (hereinafter referred to
as the “Company”).

Management of the Investment Fund consists pri-
marily of investing the money that investors have
deposited with the Company in various assets,
separated from the assets of the Company and in
accordance with the principle of risk diversification.
The Investment Fund does not form part of the
bankruptcy estate of the Investment Management
Company.

The German Investment Act and the Terms and
Conditions, which govern the legal relationship
between the investors and the Company, stipulate
in what kind of assets the Company may invest the
funds and which provisions it must follow in making
such investments. The Terms and Conditions com-
prise a General and a Special part (“General
Terms and Conditions” and “Special Condi-
tions”). The application of the Terms and Condi-
tions to an Investment Fund is subject to approval
by the German Federal Financial Supervisory Au-
thority (Bundesanstalt fur Finanzdienstleistung-
saufsicht — BaFin).

1.1. Sales documents

The Sales Prospectus, the Key Investor Infor-
mation, the Terms and Conditions, and the current
annual and semi-annual reports can be obtained
free of charge from BlackRock Asset Management
Deutschland AG, Max-Joseph-Str. 6, 80333 Munich,
Germany.

Additional information on the investment re-
strictions of this Investment Fund, risk manage-
ment methods and the latest developments con-
cerning risks and returns of the most important
categories of assets may be obtained in electronic
form from the Company.

1.2. Terms and Conditions

The Terms and Conditions are printed in this Sales
Prospectus.

The Company is entitled to change the Terms and
Conditions. Amendments to the Terms and Condi-
tions require the approval of BaFin. Amendments
to the investment principles of the Investment
Fund also require the approval of the Supervisory
Board of the Company.

All planned amendments shall be published in the
online Federal Gazette (Bundesanzeiger) and at
www.iShares.de. Investors will additionally be
informed via the institution maintaining their cus-
tody account in hard copy or electronically of any
amendments that concern fees and the reim-
bursement of expenses that may be withdrawn
from the fund, or the fund’s investment principles

or significant investor rights. This information in-
cludes the essential content of the proposed
amendments, their background, the rights of inves-
tors in connection with the amendment and an
indication about where and how additional infor-
mation can be obtained.

The amendments shall take effect no earlier than
the day after their publication. Amendments to
rules for fees and reimbursement of expenses shall
take effect no earlier than three months after their
publication, unless an earlier date was specified
with the consent of BaFin. Amendments to the
current investment policies of the Investment Fund
also take effect no earlier than three months after
their publication and are only permitted under the
condition that the Investment Management Com-
pany offers investors the opportunity to exchange
their units at no cost for units in investment funds
or EU investment funds with comparable invest-
ment principles, insofar as such investment funds
are managed by the Investment Management
Company or by another company that is part of the
same Group, or the Company offers investors the
opportunity to redeem their units without charging
a redemption fee before the amendments enter
into force.

2. Management Company

2.1. Company, legal form and regis-
tered office

The Investment Fund is managed by BlackRock
Asset Management Deutschland AG, whose regis-
tered office is in Munich, Germany. The Company
was incorporated on 23 October 2000.

BlackRock Asset Management Deutschland AG is an
Investment Management Company pursuant to the
German Investment Act (InvG). Its legal form is
that of a German public limited company (AG).
BlackRock Asset Management Deutschland AG has
been authorised to manage Security Index Invest-
ment Funds since 22 December 2000. Since 30
July 2004, following its conformance with the In-
vestment Act, the Company has been authorised to
manage Directive-Compliant Investment Funds and
Mixed Investment Funds (Non-Directive-Compliant
Security Index Investment Funds).

2.2. Shareholders’ equity, Superviso-
ry Board and Management Board
The share capital of the Company is EUR 5 million
and is fully paid up.
Liable equity amounts to EUR 7 million. No pay-
ments on subscribed shares are outstanding.
The Supervisory Board comprises three members:
— Joseph Linhares (Chairman)
BlackRock, Managing Director, Head of EMEA
iShares
— Derek Stein (Deputy Chairman)
BlackRock, Managing Director, Head of Business
Operations Group
— Prof. Dr. Markus Rudolf,
University Professor, WHU Otto Beisheim School
of Management.
The members of the Supervisory Board have unan-
imously appointed the following three persons as
members of the Management Board:



— Dr. Dirk Klee, Munich, born in 1964, BlackRock
Managing Director, Head of iShares Business for
Central & Eastern Europe, CEO BlackRock Asset
Management Deutschland AG, CEO iShares
(DE) I Investment Stock Company with Sub-
funds, formerly Managing Director of Allianz
Global Investors Deutschland GmbH (Holding)
and Allianz Global Investors Kapitalanlagege-
sellschaft GmbH,

— Michael Krautzberger, born in 1970, BlackRock
Managing Director, Head of Europe Fixed In-
come, CIO BlackRock Asset Management
Deutschland AG, CIO iShares (DE) | Investment
Stock Company with Sub-funds, formerly Head
of European Fixed Income Aggregate Portfolio
Team at Merrill Lynch Investment Managers,

— Dr. Thomas Groffmann, born in 1964,
BlackRock Managing Director, Chief Operating
Officer (COO) for Germany, Austria & Eastern
Europe, COO BlackRock Asset Management
Deutschland AG, COO iShares (DE) | Invest-
ment Stock Company with Sub-funds, formerly
Director and Head of European Pension Coordi-
nation at Allianz Global Investors Kapitalanla-
gegesellschaft GmbH and Head of European
Pensions at Allianz SE, Munchen.

3. Licensor and licence agreement

3.1. Licensor and licence agreement

The Dow Jones Industrial Average®™ (hereinafter
referred to as the “Underlying Index”) is a regis-
tered trademark of the Dow Jones & Company, Inc.
(hereinafter referred to as the “Licensor”) and is
thus protected against unauthorised use. The Li-
censor grants licences for the use of the Underlying
Index as a benchmark for capital market products.

The Company has concluded a licence agreement
with the Licensor which grants the Company the

right to use the index underlying the Investment
Fund.

3.2. Disclaimer of liability by the Li-
censor

The Investment Fund is not sponsored, promoted,
sold or distributed by the Licensor. Aside from the
licensing of the Underlying Index and the permitted
use of the trademark in connection with naming
the Investment Fund, the Licensor has no connec-
tion whatsoever with the Company.

The Licensor gives no guarantee of the accuracy or
the completeness of the Underlying Index and the
data contained therein. It assumes no liability for
errors, omissions or interruptions to the Underlying
Index. The Licensor gives no direct or indirect
guarantee concerning the results achieved by the
Company through the use of the Underlying Index
or of the other data contained therein. The Licensor
provides no direct or indirect guarantee and as-
sumes no liability as regards the marketability,
suitability or use for a specific purpose of the Un-
derlying Index or the data contained therein.
Notwithstanding any of the above, the Licensor
shall under no circumstances accept responsibility
for any damages caused by or in connection with
the Underlying Index or the Investment Fund it
underlies. This disclaimer of liability also applies to
indirect losses, special damages or consequential
losses (including loss of profits) in relation to the

Underlying Index or the Investment Fund it under-
lies, even if the Licensor has been made aware of
the assertion of such a claim.

No third party shall benefit from any contracts or
agreements between the Licensor and the Compa-
ny.

4. Custodian

4.1. General information

The Investment Act provides for the segregation of
duties between the management and the custody
of the Investment Fund. The Investment Manage-
ment Company has commissioned a credit institu-
tion as custodian of the assets of the Investment
Fund.

The Custodian Bank holds the assets in custody in
blocked investment accounts or in blocked ac-
counts. Specifically, the Custodian Bank must en-
sure that the issue and redemption of units and the
calculation of unit values comply with the provi-
sions of the Investment Act and the Terms and
Conditions. The Custodian Bank must also ensure
that the equivalent value for transactions under-
taken for the Investment Fund is placed in their
custody within the usual periods and that the in-
come from the Investment Fund is used in accord-
ance with the provisions of the Investment Act and
the Terms and Conditions. The Custodian Bank
must also examine whether the investment of
assets on blocked accounts or in blocked accounts
with another credit institution is consistent with the
Investment Act and the Terms and Conditions. If
this is the case, it is obliged to grant its approval
for the investment.

The Custodian Bank is, in principle, responsible for
all assets that it holds in custody or that are held in
custody by another institution with its consent, and
it is liable in case of loss. However, if securities are
held in custody abroad and the custodian there is
not Clearstream Banking AG or a foreign branch of
the custodian, the liability of the Custodian Bank is
limited to the careful selection and instruction of
the foreign custodian and the regular monitoring of
adherence to the selection criteria.

The Custodian Bank shall assess the value of the
Investment Fund and the value of the units in
cooperation with the Company.

4.2. Company, legal form, registered
office and main activities

State Street Bank GmbH, which has its registered
office at Brienner Str. 59, 80333 Munich, Germany,
shall act as the Custodian Bank for the Investment
Fund. The Custodian Bank is a credit institution
under German law. Its main activities are deposits
and securities transactions.

5. Launch date, term and invest-
ment objective of the Investment
Fund

5.1. Launch date and term

The Investment Fund was launched on 19 Septem-
ber 2001 and is of unlimited duration.

The investors own an equity interest in the assets

of the Investment Fund as co-owners in proportion
to the number of units held.



5.2. Investment objective

The objective of the Investment Fund is to achieve
the same investment performance as the Underly-
ing Index. For this purpose, it shall track the Un-
derlying Index as closely and as completely as
possible.

The Investment Fund shall adopt a passive man-
agement strategy to achieve these objectives. In
contrast to the active management approach, the
Underlying Index is used as the basis for making
decisions on the purchase and sale of assets and

their respective weightings in the Investment Fund.

The passive management strategy and the trading

of units on an exchange have the effect of limiting

management fees and transaction costs charged to
the Investment Fund.

5.3. Achievability of the investment
objective

No assurance can be given that the invest-
ment objective will be achieved.

One obstacle to replicating the performance of the
Underlying Index is the fact that the Underlying
Index is a statistical model based on certain as-
sumptions. These include that no transaction costs
will be incurred when securities are purchased or
sold. In addition, management fees and some tax
payments are deducted from the fund unit prices,
whereas they are ignored completely in the Under-
lying Index.

Detailed information about the Underlying Index
may be obtained in printed or electronic form from
the Company or from the Licensor.

6. Investment principles

6.1. General information

The Company may only acquire the following as-
sets for the Investment Fund:

a) Securities pursuant to Section 47 InvG,

b) Money market instruments pursuant to Section
48 InvG,

¢) Bank accounts pursuant to Section 49 InvG,
d) Derivatives pursuant to Section 51 InvG,

e) Other investment instruments pursuant to Sec-
tion 52 InvG,

f) Investment units pursuant to Section 50 InvG,

if they are oriented towards replicating the Under-

lying Index, while maintaining an appropriate risk

diversification. The Underlying Index is recognised

by BaFin and meets the following requirements of

the Investment Act:

— The composition of the index is sufficiently
diversified.

— The index represents an adequate benchmark
for the market to which it relates.

— The index is published in an appropriate man-
ner.

Details of the equities included in the Underlying
Index are also contained in the most recent annual
report or semi-annual report published for the
Investment Fund.

Because of the relationship between the In-

vestment Fund and the Underlying Index and
because certain issuer and investment limits
may be exceeded as a result, the principle of

risk diversification finds only limited applica-
tion.

6.2. Effects of index adjustments

In order to replicate the Underlying Index as close-
ly as possible, the aim is that fund management
shall replicate all changes in the composition and
weighting of the Underlying Index for the Invest-
ment Fund.

The fund management may, at its discretion, de-
termine the timeframes in which investment funds
should be adjusted and whether an adjustment is
appropriate in view of the investment objective.

6.3. Replication of the index and pri-
ority of direct duplication

To replicate the Underlying Index, only the follow-

ing assets may be acquired:

— securities included in the Security Index or
introduced to it following a change to the index
(index securities),

— securities issued on the Underlying Index (index
certificates),

— securities issued on individual stocks of the
Underlying Index (certificates on individual se-
curities),

— futures contracts on the Underlying Index (in-
dex futures),

— futures contracts on individual stocks of the
Underlying Index (futures on individual securi-
ties),

— warrants on the Underlying Index (index war-
rants),

— warrants on individual stocks of the Underlying
Index (warrants on individual securities), and

— investment fund units pursuant to Section 8 of
the “General Terms and Conditions”.

In replicating the Underlying Index, within the
meaning of a direct duplication of the index, priori-
ty shall be given to investments in index securities
over investments in other assets listed above ap-
proved for use in replicating indices. The Underly-
ing Index may only be replicated using assets that
indirectly replicate the index for purposes of main-
taining the investment restrictions listed in the
second sentence under Point 9.2.

6.4. Duplication percentage

In order to replicate the Underlying Index, the
duplication percentage must not be less than 95%
of the total assets in the Investment Fund as de-
fined in Point 6.3. Futures contracts shall be in-
cluded in the calculation of the duplication percent-
age with their weighted market risk using the sim-
ple approach in accordance with the regulation on
risk management and risk measurement in an
investment fund included in the InvG (hereinafter
referred to as “DerivateV”). The duplication per-
centage reflects the proportion of the above-named
securities, certificates, futures contracts, warrants
and investment fund units in the Investment Fund
which matches the weighting of the Underlying
Index.

7. Unit classes

The Investment Fund may comprise different unit
classes, i.e. the issued units certify different rights
depending on the class to which they belong. The



existing unit classes are listed in the "Overview of
existing unit classes" before the "General Terms
and Conditions" in this Sales Prospectus.

The unit classes may differ, in particular, with re-
spect to appropriation of income, issue premiums,
management fees, minimum investment amount,
currency of account, unit value, hedging transac-
tions, or a combination of these characteristics.

Due to the different setups, the economic result
obtained by an investor with his investment in the
Investment Fund may vary, depending on the unit
class of the units he has acquired.

This applies both to the returns obtained by the
investor before income tax and to the returns after
income tax. The purchase of assets is permissible
only en bloc for the Investment Fund as a whole,
and not for a single unit class or groups of unit
classes.

Nevertheless, the formation of additional unit clas-
ses does not affect the rights of investors who have
acquired units in existing unit classes. The costs
incurred in introducing a unit class may only be
charged to the investors in this new unit class.

8. Investment instruments in de-
tail

8.1. Securities

Provided that the “Special Conditions” do not in-
clude any additional restrictions, the Company
may, subject to Section 52 InvG, only acquire
securities if:

1. they are admitted for trading on a stock ex-
change in a member state of the European Un-
ion or in another state that is a party to the
Agreement on the European Economic Area, or
they are admitted for trading or included in an-
other regulated market in a member state of
the European Union or in another state that is a
party to the Agreement on the European Eco-
nomic Area;

2. they are admitted for trading exclusively on a
stock exchange outside the member states of
the European Union or outside other states that
are party to the Agreement on the European
Economic Area, or they are admitted for trading
or included in another regulated market outside
the member states of the European Union or
outside other states that are party to the
Agreement on the European Economic Area,
provided the choice of such stock exchange or
regulated market is permitted by the German
Federal Financial Supervisory Authority (BaF-
in)*;

3. their terms of issue require application for ad-
mission to trading on a stock exchange in a
member state of the European Union or in an-
other state that is a party to the Agreement on
the European Economic Area, or admission to
trading or inclusion in another regulated market
in a member state of the European Union or in
another state that is a party to the Agreement
on the European Economic Area, and admission

1 The list of stock exchanges is published on the BaFin website.

www.bafin.de
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or inclusion of these securities takes place with-
in one year after their issue;

their terms of issue require application for ad-
mission to trading on a stock exchange or ad-
mission to trading or inclusion in another regu-
lated market outside the member states of the
European Union or outside other states that are
party to the Agreement on the European Eco-
nomic Area, provided the choice of such stock
exchange or regulated market is permitted by
BaFin and admission or inclusion of these secu-
rities takes place within one year after their is-
sue;

they are equities to which the Investment Fund
is entitled in a capital increase from Company
assets;

they were acquired in exercising subscription
rights belonging to the Investment Fund;

they are units in closed funds that meet the
criteria listed in Section 47 Paragraph 1 Sen-
tence 1 No. 7 InvG;

they are financial instruments that meet the
criteria listed in Section 47 Paragraph 1 Sen-
tence 1 No. 8 InvG.

Securities may only be acquired in accordance with
Sentence 1 letters a) to d) if additionally the re-
quirements of Section 47 Paragraph 1 Sentence 2
InvG are met.

8.2. Money market instruments

Money market instruments are instruments nor-
mally traded on the money market as well as inter-
est-bearing securities with a term or residual term
of no more than 397 days at the time of their ac-
quisition for the Investment Fund. If their term is
more than 397 days, their interest rate must be
regularly adjusted to reflect current market condi-
tions, at least once in each 397-day period.

Money market instruments include instruments
whose risk profile corresponds to the risk profile of
this type of securities.

Money market instruments may be acquired for the
Investment Fund,

1.

if they are admitted for trading on a stock ex-
change in a member state of the European Un-
ion or in another state that is a party to the
Agreement on the European Economic Area, or
they are admitted for trading or included in an-
other regulated market in a member state of
the European Union or in another state that is a
party to the Agreement on the European Eco-
nomic Area,

if they are admitted for trading on a stock ex-
change approved by BaFin or are admitted to or
included in a regulated market approved by
BaFin,

if they are issued or guaranteed by the Europe-
an Communities, the German Federal Govern-
ment, a special-purpose fund of the German
Federal Government, a German federal state,
another member state or another central, re-
gional or local authority or by a central bank of
an EU member state, the European Central
Bank or the European Investment Bank, a non-
EU member state or, in case of a federal state,
by one of the members making up the federa-
tion, or by a public international body to which
one or more EU member states belong;



4. if they are issued by a company whose securi-
ties are traded on the markets referred to in
Nos. 1 and 2,

5. if they are issued or guaranteed by a credit
institution that is subject to supervision that
meets the criteria defined by European Com-
munity Law, or a credit institution that is sub-
ject to the prudential rules considered by BaFin
as equivalent to those laid down in Community
Law, and which complies with such rules,

6. if they are issued by other bodies and the re-
spective issuer is

a) a company with capital and reserves
amounting to a minimum of EUR 10 million
and which presents and publishes its annual
financial statements in accordance with the
Fourth Council Directive 78/660/EEC of 25
July 1978 on the annual accounts of compa-
nies having certain specific legal structures,
last amended by Article 49 of the Directive
of the European Parliament and of the
Council 2006/43/EC of 17 May 2006,

b) a legal entity which, within a group of com-
panies comprising one or more listed com-
panies, is responsible for financing this
group, or

c) a legal entity which is intended to finance
securitisation vehicles through a credit line
extended by a bank. Article 7 of Directive
2007/16/EC applies to the securitisation ve-
hicles and the credit line extended by a
bank.

All the cited money market instruments may only
be acquired if they comply with the requirements
of Article 4 Paragraphs 1 and 2 of Directive
2007/16/EC. Article 4 Paragraph 3 of Directive
2007/16/EC applies in addition to money market
instruments as defined in Paragraph 1 No. 1 and 2.

Deposits and investors must be adequately pro-
tected in respect of money market instruments as
defined in Paragraph 1 No. 3 to 6, e.g. in the form
of an investment grade rating, and additionally the
criteria stipulated in Article 5 of Directive
2007/16/EC must be met. "Investment grade" is
deemed to be a rating of "BBB" or "Baa" or better
as part of a credit check by a rating agency.

Article 5 Paragraph 2 of Directive 2007/16/EC
applies to the acquisition of money market instru-
ments that are issued by a regional or local author-
ity of an EU member state, or by a public interna-
tional body as defined in Paragraph 1 No. 3, but
are neither guaranteed by such member state nor,
if it is a federal state, by one of the members mak-
ing up the federation, and to the acquisition of
money market instruments in accordance with
Paragraph 1 No. 4 and 6; Article 5 Paragraph 4 of
Directive 2007/16/EC applies to the acquisition of
all other money market instruments in accordance
with Paragraph 1 No. 3 apart from money market
instruments that were issued or guaranteed by the
European Central Bank or the central bank of a
member state of the European Union. Article 5
Paragraph 3 applies to the acquisition of money
market instruments as defined in Paragraph 1 No.
5 and, if they are money market instruments that
are issued or guaranteed by a credit institution that
is subject to the prudential rules considered by
BaFin as equivalent to those laid down in Commu-

nity Law, and which complies with such rules, Arti-
cle 6 of Directive 2007/16/EC shall apply.

8.3. Bank accounts

No more than 5% of the value of the Investment
Fund may be invested in bank accounts with a
maturity not exceeding 12 months. These ac-
counts, which must be in the form of blocked ac-
counts, must be maintained at a credit institution
that has its registered office in a member state of
the European Union or in a state that is a party to
the Agreement on the European Economic Area.
Subject to the “General Terms and Conditions”,
they may also be held with a credit institution that
has its registered office in a non-member state.

8.4. Derivatives

The Company may invest, subject to a suitable risk
management system, in any derivatives or financial
instruments with derivative components as defined
in Article 10 Para. 1 of Directive 2007/16/EC that
may be acquired for the Investment Fund from
assets or that are derived from financial indices as
defined in Article 9 Para. 1 of Directive
2007/16/EC, interest rates, exchange rates or
currencies. In particular, this includes options,
futures contracts and swaps as well as combina-
tions thereof.

For purposes of efficient portfolio management, the
Company may enter into derivative transactions for
account of the Investment Fund.

No transactions for the Investment Fund may be
made for purposes of hedging. The Company shall
use derivatives for purposes of efficient replication
of the Underlying Index, when and to the extent
that it is contractually permissible and in the inter-
ests of the investors. Currency hedge transactions
may only be concluded for a single currency unit
class. The only permissible currency hedge instru-
ments are foreign currency forward transactions,
currency futures, currency option transactions and
currency swaps, as well as other currency hedge
transactions to the extent that they are analogous
to the derivatives pursuant to Section 51 Para-
graph 1 InvG (German investment act). Expenses
and income based on a currency hedge transaction
shall be allocated exclusively to the respective
currency unit class.

It is permitted to increase the potential market risk
of the Investment Fund through the use of deriva-
tives. However, this risk may not exceed a maxi-
mum of 200% of the market risk potential of a
derivative-free benchmark.

Market risk is the risk associated with the unfa-
vourable performance of market prices for the
Investment Fund. In calculating the market risk
potential for the use of derivatives, the Company
uses the qualifying approach as defined in Deri-
vateV (German derivatives ordinance). The risks
associated with the use of derivatives are con-
trolled by a risk management method that makes it
possible to monitor and measure the risk associat-
ed with the investment position and the respective
share in the overall risk profile of the investment
portfolio at all times. For funds whose overall risk
connected with derivatives is calculated using the
qualified approach, the Company also uses the
total nominal value of all derivatives or their equiv-
alents to calculate an expected average value (lev-
erage as part of the qualified approach). The actual
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total nominal value of the derivatives may at times
exceed the expected total nominal value of the
derivatives or it may change in the future. The
total nominal value of the derivatives depends on
market fluctuations and when the value is calculat-
ed no distinction is made between the different
objectives set for the use of derivatives. For this
reason, the expected total nominal value of the
derivatives does not provide a reliable indication of
the market risk contained in the investment fund.
The expected total nominal value of the derivatives
in the investment fund is 0 %.

The derivative-free benchmark is a virtual portfolio
whose value always corresponds exactly to that of
the Investment Fund, but that does not increase or
hedge market risk through the use of derivatives.
The composition of the benchmark must otherwise
correspond to the investment objectives and in-
vestment policy that apply to the Investment Fund.
The virtual benchmark consists primarily of the
securities contained in the corresponding bench-
mark index.

8.4.1. Futures contracts

The Company may acquire futures contracts as
defined in Point 6.3 on behalf of the Investment
Fund.

Futures contracts are agreements which uncondi-
tionally bind both contracting partners to buy or
sell a certain volume of a given underlying security
at a previously agreed price on a specified date
(maturity date), or within a specified period.

8.4.2. Option contracts

The Company may conclude option contracts as
defined in Point 6.3 on behalf of the Investment
Fund.

In option contracts, a third party is granted the
right, in exchange for consideration (option premi-
um), to request the delivery or acceptance of as-
sets or the payment of a balancing adjustment at a
previously agreed price (underlying price) on a
specified date or at the end of a specified period, or
to acquire the corresponding option rights.

8.4.3. Swaps

In the framework of the investment principles, the

Company may enter into

— interest-rate,

— currency,

- equity

— and credit default swaps for account of the
Investment Fund.

Swaps are agreements whereby the payment flows
or risks underlying the transaction are swapped
between the contracting parties.

8.4.4. Swaptions

Swaptions are options on swaps. A swaption is the
right, but not the obligation, to enter into a swap
with precisely specified terms and conditions at a
specified point in time or within a specified period.

8.4.5. Credit default swaps

Credit default swaps are credit derivatives enabling
a potential volume of credit defaults to be trans-
ferred to other parties. In return for transfer of the
credit default risk, the seller of the risk pays a
premium to its contracting partner.
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In all other respects the comments on swaps apply
accordingly.

8.4.6. Securitised financial instruments

The Company may also acquire the financial in-
struments described above if these instruments are
securitised. Contracts on only partially securitised
financial instruments (e.g. bonds with warrants)
may also be included. The statements concerning
opportunities and risks also apply to such secu-
ritised financial instruments; however it should be
noted that the risk of loss with securitised financial
instruments is limited to the value of the security.

8.4.7. Limitation of market risk

Futures contracts and option contracts are subject
to the market risk associated with the unfavourable
development of market prices for the Investment
Fund. In calculating the potential market risk aris-
ing from the acquisition of futures contracts and
option contracts, the Company uses the qualified
approach as defined in DerivateV. It is permitted to
increase the potential market risk exposure of the
Investment Fund through the use of futures con-
tracts and option contracts.

8.4.8. Over-the-counter (OTC) transactions

The Company may enter into derivative transac-
tions that are either admitted for trading on a stock
exchange or that are included in another regulated
market as well as over-the-counter (OTC) deriva-
tives.

Derivatives that are not admitted for trading on a
stock exchange or in another regulated market
may only be transacted by the Company with suit-
able banks and financial institutions on the basis of
standardised master agreements. For derivatives
not traded on an exchange, the counterparty risk
of a contract party is limited to 5% of the value of
the Investment Fund. If the counterparty is a credit
institution that has its registered office in the Euro-
pean Union, the European Economic Area or a state
that is not a member of either of those organisa-
tions but has comparable levels of governmental
supervision, the counterparty risk may total 10%
of the value of the Investment Fund. Derivative
transactions traded other than on an exchange that
are concluded with a central clearinghouse of a
stock exchange or another regulated market are
not included when determining the counterparty
limit if the derivatives are valued daily at market
prices with a daily margin settlement. Claims of the
Investment Fund against an intermediary are
counted against the limits, however, even if the
derivative is traded on an exchanged or on another
organised market.

9. Issuer limits and investment
restrictions

9.1. Issuer limits

1. The Company may invest no more than 10% of
the Investment Fund in securities and money
market instruments from the same issuer
(debtor). The total value of the securities and
money market instruments of these issuers
(debtors) may not exceed 40% of the Invest-
ment Fund. Furthermore, only 5% of the In-
vestment Fund may be invested in securities
and money market instruments from the same
issuer (debtor).



2. If the Investment Company sets up a security
index sub-fund in accordance with Section 63
InvG, the Investment Stock Company may in-
vest up to 20% of the assets of the Sub-fund in
securities from a single issuer (debtor).

3. The limit specified in No. 2 may be increased to
up to 35% of the value of the assets of the
Sub-fund for securities from a single issuer
(debtor). An investment up to the limit speci-
fied in Sentence 1 above is permissible only for
one individual issuer (debtor).

4. The Company may invest no more than 35% of
the value of the Investment Fund each in
bonds, borrowers' notes and money market in-
struments of particular public issuers as defined
in Section 60 Paragraph 2 Sentence 1 InvG.

5. The Company may invest up to 25% of the
value of the Investment Fund in covered bonds.
If more than 5% of the value of the Investment
Fund is invested in such bonds from the same
issuer, the total value of these bonds may not
exceed 80% of the value of the Investment
Fund.

6. The Company may invest no more than 20% of
the value of the Investment Fund in a combina-
tion of the following assets:

securities or money market instruments issued by

one and the same institution,

deposits at this institution,

the weighted counterparty risk of the transactions

entered into with this institution in derivatives,

securities lending and securities repurchase
agreements,

in the case of particular public issuers as defined in

Section 60 Paragraph 2 Sentence 1 InvG, a combi-

nation of the assets specified in Sentence 1 may

not exceed 35% of the value of the Investment

Fund.

The respective individual upper limits remain unaf-

fected in both cases.

7. The Company may invest no more than 10% of
the assets of the Investment Fund in
a) securities not admitted for trading on an ex-
change or admitted for trading on or includ-
ed in another regulated market, but which
meet the criteria set out in Section 52 Para.
1 No. 1 InvG,

b) money market instruments from issuers
that do not fulfil the requirements of Sec-
tion 48, provided the money market instru-
ments comply with the requirements of Sec-
tion 52 Para. 1 No. 2 InvG,

c) new issues of shares whose planned admis-
sion has not yet taken place,

d) bonds that can be assigned at least twice
after acquisition for the Investment Fund
and which were granted:

to the German Federal Government or
one of its special-purpose entities, to a
German federal state, to the European
Communities or to a member state of
the Organisation for Economic Co-
operation and Development;

to another domestic local or regional au-
thority, or to a regional government or
local or regional authority of another
member state of the European Union, or
to another state that is a party to the

Agreement on the European Economic
Area, for which a zero weighting has
been published in accordance with Arti-
cle 44 of Directive 2000/12/EC of the
European Parliament and of the Council
of 20 March 2000 relating to the taking
up and pursuit of the business of credit
institutions;

to another authority or public body with
a registered office in Germany or in an-
other member state of the European Un-
ion or in another state that is a party to
the Agreement on the European Eco-
nomic Area;

to companies that have issued securities
that have been admitted for trading on a
regulated market as defined in Section 2
Para. 5 of the German Securities Trading
Act (Wertpapierhandelsgesetz) or are
admitted for trading on another regulat-
ed market which meets the main re-
quirements for regulated markets as de-
fined in guidelines listed in Section 52
Para. 1 No. 4(d) InvG, or

to other debtors, provided that one of
the agencies listed in letters a) to c) has
guaranteed the payment of interest and
principal.
For assets based on the Underlying Index, the
market price of the index securities shall be at-
tributed to the respective issuer limits on a pro rata
basis. Futures contracts and option contracts shall
be attributed to the issuer limits in accordance with
Section 18 DerivateV.

9.2. Investment restrictions

The Company may invest no more than 5% in bank
accounts and money market instruments in ac-
cordance with the “General Terms and Conditions”.
A minimum of 95% of the Investment Fund must
be invested in assets based on the Security Index,
as defined in Point 6.3.

If in order to replicate the Underlying Index, the
Company acquires index certificates or certificates
on individual equities as defined in Point 6.3, no
more than 10% of the value of the Investment
Fund may be invested in such certificates as de-
fined in Point 6.3, which are not admitted for offi-
cial trading on a stock exchange or listed on a
regulated market.

The Company may invest up to 10% of the value of
the Investment Fund in units of other investment
funds. The Terms and Conditions of these other
investment funds may permit them to invest up to
10% in units of other investment funds. Units of
domestic Directive-compliant investment funds and
non-Directive-compliant investment funds may be
acquired, as well as Directive-compliant EC invest-
ment units and other foreign investment units. The
units must be redeemable at any time.

The Company may acquire on behalf of the In-
vestment Fund no more than 25% of issued units
of another investment fund.
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10. Loans and securities repur-
chase agreements

10.1. Securities loans

Assets contained in the Investment Fund may be
lent to third parties at market rates. If the securi-
ties are transferred to a third party for an unlimited
period, the Company may give notice to terminate
the loan at any time. It must be agreed contractu-
ally that assets of the same type, value and vol-
ume shall be returned to the Investment Fund at
the end of the loan period. It is required for an
asset transfer loan that sufficient collateral be
granted to the Investment Fund. Cash balances
can be assigned or pledged or cash payments can
be made or securities or money market instru-
ments can be assigned or pledged to satisfy this
requirement. The Investment Fund shall receive
the income from the invested collateral.

The borrower is also obliged to pay the interest
accrued on the borrowed securities upon maturity
of the loan to the Custodian Bank on behalf of the
Investment Fund. If securities are lent for a fixed
period, such lending is limited to 15% of the value
of the Investment Fund. The securities transferred
to one borrower may not exceed 10% of the value
of the Investment Fund.

The Investment Management Company may not
grant cash loans to third parties on behalf of the
Investment Fund.

10.2. Securities repurchase agree-
ments

The Company may conclude security repurchase
transactions for the account of the Investment
Fund with credit institutions and financial services
institutions for a maximum period of twelve
months. Repurchase transactions are only permit-
ted in the form of so-called real repurchase trans-
actions. The borrower thereby assumes the obliga-
tion to transfer the assets back at a specific time or
at a time to be determined by the lender.

11. Borrowing

On behalf of all the investors, the Company may
subscribe to short-term loans for amounts of up to
10% of the Investment Fund, if the terms of the
loan are at market rates and subject to approval of
the conditions of the loan by the Custodian Bank.

12. Valuation

12.1. General rules for asset valua-
tion

12.1.1. Assets admitted for trading on a stock
exchange or traded on a regulated market

Assets admitted for trading on stock exchanges or
admitted to another regulated market or included
in such market as well as subscription rights for the
Investment Fund are valued at their respective
market values unless otherwise indicated under
“Special valuation rules”.

12.1.2. Assets not listed on stock exchanges
or traded on regulated markets or assets
without a tradable value

Assets not admitted for trading on stock exchanges
nor admitted to another regulated market or in-
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cluded in such market, or for which no tradable
value is available, are valued at current market
values, which shall be assessed with due care using
appropriate valuation models and taking into con-
sideration current market conditions, unless other-
wise indicated under “Special valuation rules”.

12.2. Special valuation rules for in-
dividual assets

12.2.1. Unlisted bonds and borrowers’ notes

For the valuation of bonds not admitted for trading
on an exchange or admitted to or included on an-
other official market (e.g. unlisted bonds, commer-
cial paper and certificates of deposit ) and for the
valuation of borrowers' notes the prices will be
based on the prices agreed for comparable bonds
and borrowers' notes and, where applicable, the
prices of bonds from comparable issuers with a
corresponding term and interest rate with, if nec-
essary, a deduction to take into account the re-
duced saleability.

12.2.2. Money market instruments

In the case of the money market instruments in
the Investment Fund, interest and related income
as well as expenses (e.g. management fees,
Ccstodian bank fees, auditors' fees, publication
costs etc.) shall be taken into account up to and
including the day prior to the value date.

12.2.3. Derivatives

The option rights belonging to a fund and the liabil-
ities resulting from option rights granted to a third
party which are admitted for trading on a stock
exchange or included in another regulated market
shall be valued at the prices determined most re-
cently.

The same applies to claims and liabilities resulting
from futures contracts sold on behalf of the In-
vestment Fund. The initial margins charged to the
Investment Fund shall be added to the value of the
Investment Fund, including the valuation gains and
valuation losses determined on the exchange trad-
ing day.

12.2.4. Bank accounts, time deposits, invest-
ment units and loans

As a rule, bank accounts are stated at face value.
Time deposits are valued at the yield price if the
time deposit can be terminated at any time and
repayment upon termination is at the yield price.
Investment fund units are valued at redemption
price. Exchange-traded investment units may also
be valued at their most recent trading price.

The market price of lent securities shall be applied
in the valuation of repayment claims arising from
securities loans.

12.2.5. Securities repurchase agreements

If assets are lent for repurchase for account of a
sub-fund, they will continue to be included in the
valuation. In addition, the amount received under a
repurchase transaction for account of the relevant
Sub-fund shall be reported as liquid assets (bank
accounts).

If assets are borrowed under a repurchase transac-
tion for account of a sub-fund, they will not be
included in the valuation. Because of the payment
made by the relevant Sub-fund, a receivable due to
the securities lender for the amount of the dis-



counted repayment claims shall be included in the
valuation.

12.2.6. Assets denominated in foreign curren-
cies

Assets denominated in foreign currencies shall be
converted to euros on a same-day basis, using the

afternoon fix (5:00 p.m. GMT) for the currency
from The WM Company.

13. Performance

The chart shows the performance of the Underlying
Index and the Investment Fund over the last seven
years from 1 January 2003.

50% Dow Jones Industrial Average: Total Return Index vs. Fund
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Past performance of the Investment Fund is
not a predictor of future results for the In-
vestment Fund.

14. Risk warnings

14.1. General information

The assets in which the Investment Management
Company invests on behalf of the Investment Fund
contain both opportunities for growth and risks.
Losses may be incurred if the market value of the
assets decreases in relation to the purchase price.
If the investor sells units in the Investment Fund at
a point in time at which the value of the assets
owned by the Investment Fund has decreased in
relation to the purchase price, he may receive only
part of the money he invested in the Investment
Fund or none of it. Although each Investment Fund
seeks steady growth, such growth cannot be guar-
anteed. However, investor risk is limited to the
amount invested. The investor will not be required
to make any payments beyond the sum invested.

14.2. Risk of loss

If the Underlying Index decreases in value, the
unitholder is fully exposed to the risk of falling
market prices of his fund units. The Company will
not use hedging transactions to limit losses (no
active management).

14.3. Risk of deviation

Temporary unavailability of certain equities on the
market or other exceptional circumstances may
lead to a deviation from the exact index perfor-
mance. Furthermore, the Investment Fund incurs

transaction costs and other costs, fees or taxes and
duties when tracking the Underlying Index, which
are not reflected in calculating the index. As a
result, the Investment Fund may not be able to
replicate completely the performance of the Under-
lying Index. Exceptional circumstances also include
restrictions on buying and selling related to compli-
ance with statutory limits resulting from member-
ship of the BlackRock Group.

14.4. Concentration risk

The Underlying Index of the Investment Fund con-
centrates investments on a particular national
market. This makes the Investment Fund exclu-
sively dependent on the performance of this na-
tional market and not on the overall market.

14.5. Market risk

The price or market value performance of financial
products is especially dependent on the perfor-
mance of the capital markets, which in turn are
influenced by the general state of the global econ-
omy and by the economic and political conditions in
the respective countries. Irrational factors such as
sentiment, opinions and rumours have an effect on
general price performance, particularly on a stock
exchange.

14.6. Liquidity risk

Assets which are not admitted for official trading on
a stock exchange or listed on a regulated market
may also be acquired for the Fund. Acquiring as-
sets of this type incurs the risk that there may in
particular be problems in selling the assets on to
third parties.

14.7. Risk of default

The default of an issuer or of counterparty may
result in losses for the Investment Fund. Issuer risk
describes the effect of the particular developments
concerning the respective issuer which, in addition
to the general trends on the capital markets, have
an effect on the price of a security. Even if securi-
ties are carefully selected, losses may result if
issuers become insolvent. Counterparty risk is the
risk that a counterparty to a contract partially or
completely defaults on its liabilities. This applies to
all contracts that are entered into on behalf of an
investment fund.

14.8. Settlement risk

There is a risk that settlement will not be executed
as expected via a transfer system due to a coun-
terparty failing to pay or deliver on time or in ac-
cordance with the agreement, particularly when
unlisted securities are acquired.

14.9. Currency risk

If assets of an Investment Fund are invested in
currencies other than the fund currency, the In-
vestment Fund receives yields, repayment and
proceeds from such investments in the respective
currency. If the value of this currency falls in rela-
tion to the fund currency, this reduces the value of
the Investment Fund.

14.10. Custodial risk

When assets are held in custody, especially in

foreign countries, there is a risk of loss resulting
from the insolvency, violation of due diligence or
improper behaviour on the part of the Custodian
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Bank or sub-custodian. The Custodian Bank does
not bear unlimited liability for the loss or destruc-
tion of assets that are held in custody by other
custodians abroad (see Section “Custodian Bank™).

14.11. Inflation risk

All assets are subject to devaluation through infla-
tion.

14.12. Country or transfer risk

Country risk is the risk that, in spite of the ability
to pay, a foreign debtor cannot make payments
when due or at all because the country in which his
registered offices are located lacks the ability or
willingness to make transfers. For example, pay-
ments to which the Investment Fund has a claim
are not made or are made in a currency that is no
longer convertible owing to currency restrictions.

14.13. Legal and tax risk

The legal and tax treatment of investment funds
may change in ways that cannot be predicted or
influenced. A change in mistakenly established tax
bases of the Investment Fund for previous financial
years (e.g. by the external auditor) may lead,
when a correction is essentially disadvantageous to
the investor, to the investor having to bear the tax
burden for previous financial years even though
that investor may not have been invested in the
Investment Fund at that time. Conversely, the
situation may arise where an investor may no
longer benefit from an essentially advantageous
correction relating to the current and the previous
financial years in which he was invested in the
Investment Fund because he has redeemed or sold
his units before the related change is implemented.

Furthermore, a correction to tax data may lead to
taxable income or tax advantages being assessed
in a tax year other than the one to which it/they
actually relate and to this having a negative effect
on the individual investor.

14.14. Change in investment policy

A change to the investment policy within the legally
and contractually permitted investment spectrum
can change the substance of the risk associated
with the Investment Fund.

14.15. Changes to the Terms and
Conditions; liquidation or merger

In the Terms and Conditions for the Investment
Fund, the Company reserves the right to change
those Terms and Conditions. In addition, the Com-
pany may, in accordance with the Terms and Con-
ditions, completely liquidate the Investment Fund
or merge it with another investment fund. For the
investor, this entails the risk that the holding peri-
od planned by the investor will not be realised.

14.16. Risk of suspension of redemp-
tion

Investors may request the redemption of their
units from the Company on any valuation day. The
Company may, however, temporarily suspend
redemption of units for a limited time in exception-
al circumstances and then redeem the units at a
later date at the applicable price at that time. This
price may be lower than the price before suspen-
sion of redemption.
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14.17. Risk in connection with deriv-
ative transactions

The purchase and sale of options and futures con-
tracts is associated with the following risks:

Price changes of the underlying instrument can
reduce the value of an option right or futures con-
tract until it becomes worthless. The change in
value of the asset underlying a swap may also lead
to losses in the Investment Fund.

The possible necessity of an offsetting transaction
(settlement) is associated with costs.

The leverage effect of options can influence the
value of the Investment Fund more strongly than is
the case with a direct purchase of the underlying
assets.

The purchase of options is associated with the risk
that the option is not exercised because the prices
of the underlying assets do not develop as ex-
pected, causing the option premium paid by the
Investment Fund to be forfeited.

Futures contracts entail the risk that the Invest-
ment Fund will endure losses upon maturity due to
an unanticipated development of the market price.

14.18. Risk of investment re-
strictions

As a result of the investments of the BlackRock
Group, the possible investment strategies of the
Investment Fund may be subject to investment
restrictions. In this connection, the investments of
the BlackRock Group are also considered to be
investments for account of accounts managed by
the BlackRock Group, the Barclays Group or the
PNC Group.

For example, there may be overall investment
limits that may not be exceeded arising from the
definition under corporate or supervisory law of the
ownership of regulated companies in regulated
markets.

Violation of these investment limits without the
issue of a corresponding authorisation or other
regulatory or corporate approval may have disad-
vantages or transaction restrictions for the
BlackRock Group and the investment funds.
Reaching any such overall investment limits may
have as a result that the Investment Fund will no
longer be in a position, for regulatory or other
reasons, to make or sell investments or to exercise
the rights of such investments.

In view of possible regulatory restrictions of owner-
ship rights or other restrictions that result from
reaching the investment limits, the Company is
therefore entitled to restrict the acquisition of in-
vestments, the disposal of existing investments or
the exercise of rights (including voting rights) in
any other way.

15. Profile of a typical investor

An investment in the Investment Fund is suitable
for investors who already have some experience in
the financial markets. The investor must be willing
and able to accept significant fluctuations in the
value of the units and the possibility of a significant
loss of capital. The investment horizon should be at
least five years.



16. Units

The rights of the investors are registered exclusive-
ly in global certificates when the Investment Fund
is created. These global certificates shall be held in
custody by a central depository for securities. No
claim can be made by an investor for the delivery
of individual unit certificates. The acquisition of
units is only possible in conjunction with depository
custody. The units are bearer fund units and certify
the claims of the owner vis-a-vis the Company.

17. Issue and redemption of units
by the Company

17.1. Issue of units

In principle, the number of units issued is not re-
stricted. Units may be acquired from the Designat-
ed Sponsors listed on the inside cover. Units shall
be issued by the Custodian Bank at the issue price,
which corresponds to the net asset value per unit
plus an issue premium. The Company reserves the
right to temporarily suspend or terminate the issue
of units.

17.2. Redemption of units

Investors may demand the redemption of units on
any valuation day. Redemption orders must be
submitted to the Custodian Bank or the Company.
The Company is obliged to redeem the units at the
currently valid redemption price that corresponds
to the unit value less a redemption fee, if applica-
ble.

17.3. Settlement of issue and re-
demption of units

In principle, purchase and redemption orders re-
ceived by the order acceptance deadline set by the
Company will be settled at the issue or redemption
price determined on the following trading day.

17.4. Suspension of redemption of
units

The Company may temporarily suspend the re-
demption of units in exceptional circumstances
when suspension appears necessary to protect the
interests of the investors. Exceptional circumstanc-
es include, for example, if there is an unscheduled
closing of a stock exchange on which a significant
portion of the securities of the Investment Fund is
traded or if the assets of the Investment Fund
cannot be valued.

The Company reserves the right to redeem or
exchange the units at the current price only after it
has promptly sold assets held by the Investment
Fund with due consideration of the interests of all
investors.

The Company shall inform investors of the suspen-
sion and resumption of redemption of units through
publication in the online Bundesanzeiger and on
the Internet at www.iShares.de. Information will
also be provided to investors via their custodian in
hard copy or electronically.

18. Exchanges and markets

18.1. General information

The units of the Investment Fund are admitted for
trading on the following stock exchanges:

Frankfurt Stock Exchange
Deutsche Boérse AG

Neue Borsenstr. 1

60487 Frankfurt/Main, Germany
Telephone: +49 (0) 69 - 211 -0
Fax: +49 (0) 69 - 211 - 11021

The possibility of units being traded on other mar-
kets cannot be excluded.

Deutsche Borse AG calculates the indicative net
asset value of the Investment Fund continuously
during trading hours. The Company provides
Deutsche Bérse AG once a day with the information
required to calculate the indicative net asset value.
The market price underlying exchange trading or
dealing in other markets is not determined exclu-
sively by the value of the assets held in the In-
vestment Fund. Supply and demand are also con-
tributing factors. For this reason, the market price
may deviate from the calculated price of the units.

18.2. Function of the Designated
Sponsors

The Designated Sponsors, also known as Market
Makers or Permanent Liquidity Providers, ensure
sufficient liquidity for both buyers and sellers. A
Designated Sponsor provides a purchase (bid)
price and a sales (ask) price at which investors can
purchase or sell fund units at any time.

18.3. Risks of exchange trading

The obligation of the Designated Sponsors to main-
tain liquidity is limited to certain volumes (mini-
mum quotation volumes) at maximum spreads.
The minimum quotation periods of bid and offer
prices do not usually extend to the entire effective
trading period. This may lead to a brief interruption
in the setting of the price. This can result in the
execution of orders that do not meet the quality
criteria established for that stock exchange.

18.4. Issue and redemption of units
on the stock exchange

Investors can place orders on the relevant stock
exchange with their banks or brokers to purchase
or sell units of the Investment Fund. Investors are
generally charged for this service. The Company
has no control over these charges.

No issue premiums or redemption fees apply to
units purchased or sold on an exchange. Normal
costs and fees associated with exchange trading
and custody are not affected by the above.

19. Issue and redemption prices
and expenses

19.1. Issue and redemption prices

On each valuation day, the Custodian Bank shall
determine the value of the assets of the Invest-
ment Fund less liabilities (the net asset value) for
the purpose of calculating the issue and redemp-
tion prices for the units.

The value per unit is calculated by dividing the net
asset value by the number of units in circulation.
The unit value is calculated separately for each unit
class by allocating the costs of launching new unit
classes and the management fee incurred by a
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particular unit class, including income adjustment if
applicable, exclusively to this unit class.

All exchange trading days are valuation days for
units of the Investment Fund. On public holidays
under the Investment Act that are stock exchange
days and 24 and 31 December each year, the In-
vestment Management Company and the Custodi-
an Bank may interrupt their daily price calculation.
At present, prices are not calculated on 1 January,
Good Friday, Easter Monday, 1 May, 24 December,
Christmas, Boxing Day and 31 December.

19.2. Suspension of calculation of
issue and redemption prices

The Company may temporarily suspend calculation
of the issue and redemption prices under the same
conditions as for redemption of units. Please see
Point 17.4 (Suspension of redemption of units) for
information about this.

19.3. Issue premium

When the issue price is determined, an issue pre-
mium shall be added to the unit value. The issue
premium is up to 2% of the unit value. The issue
premiums for the respective unit classes are listed
in the "Overview of existing unit classes" directly
before the “General Terms and Conditions”. This
issue premium may reduce or completely offset
performance gains, particularly on short-term in-
vestments. The issue premium is basically a fee for
the distribution of the units of the Investment
Fund. The Company may pass on the issue premi-
um as compensation for services provided by in-
termediaries.

19.4. Redemption fee

When a redemption price is determined, a redemp-
tion fee is deducted from the unit value. The re-
demption fee is up to 1% of the unit value. The
redemption fees for the respective unit classes are
listed in the "Overview of existing unit classes"
directly before the “General Terms and Conditions”.
This redemption fee may reduce or completely
offset performance gains, particularly on short-
term investments. The Company shall receive the
redemption fee.

19.5. Publication of issue and re-
demption prices

The issue and redemption prices are published
regularly at www.iShares.de.

19.6. Costs incurred on the issue and
redemption of units

No additional charges shall be levied for the issue
and redemption of units by the Company or the
Custodian Bank. Issue and redemption shall take
place at the issue price (unit value plus issue pre-
mium) and the redemption price (unit value less
redemption fee, if applicable), respectively.

If units are redeemed via third parties, there may
be charges associated with the redemption of units.
If units are purchased via third parties, there may
also be additional costs beyond the issue price.
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20. Management and miscellane-
ous expenses

20.1. Fixed fee

The Company receives a fixed fee from the In-
vestment Fund, the amount of which depends on
the respective unit class.

The actual amount of the fixed fee is listed in the

"Overview of existing unit classes" directly before

the “General Terms and Conditions”.

This fixed fee covers the following fees and ex-

penses:

— fee for the management of the Investment
Fund (fund management, administrative activi-
ties);

— custodian fee;

— expenses for the publication and mailing of the
annual and semi-annual reports prepared for
investors;

— expenses for publication of the annual and
semi-annual reports, issue and redemption
prices and distributions, if applicable;

— fees for the audit of the Investment Fund by
the Company’s auditor;

— expenses for the publication of the bases of
taxation and of certification that the tax infor-
mation was determined in accordance with
German tax law;

— fees payable for the licence agreement;
— distribution costs.

The fixed fee will be paid in advance in monthly
instalments out of the Investment Fund.

20.2. Other expenses

In addition to the fixed fee, the following expenses
may also be charged to the Investment Fund:

— expenses resulting from the purchase and sale
of assets;

— customary bank custody fees, including cus-
tomary bank charges for the custody of foreign
securities abroad and related taxes, if applica-
ble;

— expenses related to day-to-day account man-
agement;

— expenses incurred in the assertion and en-
forcement of the legal claims of the Investment
Fund;

— expenses for providing information to investors
of the Investment Fund by means of a durable
medium, with the exception of expenses for
providing information in the case of fund mer-
gers.

The Company may receive up to 40% of the in-

come from the conclusion of securities lending

transactions for account of the Investment Fund as

a fixed overall fee to cover expenses incurred in

the preparation and execution of such securities

lending transactions.

The Company may receive up to 30% of the net

settlement, net damages and/or net compensation

payments arising from participation in domestic
and foreign securities class-action suits or similar
suits as a fixed overall fee to cover expenses in-
curred by the Company in connection with such
suits.



The Management Company may receive a fee of up
to 40% of the excess returns that exceed net divi-
dend payments as a fixed overall fee to cover ex-
penses incurred in connection with the preparation
and execution of the underlying dividend optimisa-
tion transactions.

20.3. Composition of the Total Ex-
pense Ratio

The management costs incurred by the Investment
Fund (excluding transaction costs) in the financial
year are disclosed in the annual report and are
expressed as the total expense ratio (TER). The
TER is composed of:

— operating expenses for management of the
Investment Fund in accordance with Point
20.1.;

— delivery fees for index adjustments;

— customary bank custody fees, including the
customary bank charges for the custody of for-
eign securities abroad and related taxes, if ap-
plicable;

— expenses related to day to day account man-
agement.

Not included are costs resulting from the purchase

and sale of assets.

21. Details on the acquisition of
other investment fund units

In addition to the fee for managing the Investment
Fund, a management fee is charged for the other
investment fund units held by the Investment
Fund.

This management fee can, but is not required to,
include the costs listed under Point 20.1. In addi-
tion, other fees, expenses, taxes, commissions and
other expenses not included in the management
fee are to be paid separately by investors in the
Investment Fund. In addition to the expenses listed
under points 20.1 and 20.2, fees may also be
charged for the assertion and enforcement of legal
claims and for taxes arising in connection with the
management and custody of the other investment
fund units. It is also possible that a significant
portion of the fees paid will be passed on as a
portfolio commission to the brokers of the other
investment fund units.

Issue premiums and redemption fees that have
been charged to the Investment Fund for the pur-
chase and redemption of units in other investment
funds are published in the annual and semi-annual
reports. Also published are the fees charged to the
Investment Fund as a management fee for units
held in the Investment Fund, when such fees are
charged by a domestic or foreign investment man-
agement company or a company to which the
Company is linked by an equity interest.

22. Sub-funds

The Investment Fund is not a sub-fund of an um-
brella fund.

23. Rules for the calculation and
appropriation of income

The Company applies a so-called income netting
procedure for the Investment Fund. This means
that the proportional income accruing during the

financial year which the acquirer of the fund units
must pay as part of the issue price and which the
seller of the units receives as payment as part of
the redemption price is continuously netted. The
expenses incurred are accounted for in the calcula-
tion of the income netting procedure.

The income netting procedure serves to adjust for
fluctuations in the relationship between income and
other assets, which are caused by net inflow or
outflow of funds resulting from the sale or redemp-
tion of units. Otherwise, every net inflow of funds
would reduce the return on net assets of the In-
vestment Fund and every outflow would increase
those returns.

The overall effect of the income netting procedure
is that the amount of the distribution per unit is not
influenced by the unpredictable performance of the
Investment Fund or the number of units in circula-
tion. In income netting, it is accepted that inves-
tors who buy units shortly before the dividend
distribution date receive the portion of the issue
price attributed to income and are liable to pay
taxes on it, despite the fact that the capital paid in
by them did not contribute to the returns.

24. Financial year and distribu-
tions

24.1. Financial year

The financial year of the Investment Fund begins
on 1 May and ends on 30 Apiril.

24.2. Distribution mechanism

The Company generally distributes, net of costs,
the interest, dividends and income from investment
fund units, as well as fees from loans and securities
repurchase agreements received on behalf of the
Investment Fund. Capital gains and other income
may also be used for distributions.

The final distribution takes place within three
months after the close of the financial year. In
addition, the Company may carry out interim dis-
tributions during the year.

The interim distribution amount is at the discretion
of the Company. The Company is not obliged to
distribute all distributable income accumulated up
to the date of the interim distribution; it may carry
ordinary income forward to the next interim distri-
bution date.

Interim distributions are intended to minimise any
discrepancy between the performance of the In-
vestment Fund and that of the Underlying Index.

If units are held in custody at the Custodian Bank,
the Custodian Bank’s branches shall credit the
distributions to the account at no charge. If the
investment account is maintained at another bank
or savings bank, there may be additional expenses.

25. Liquidation and transfer of the
Investment Fund

25.1. General information

Investors are not entitled to demand the liquidation
of the Investment Fund. However, the Company
may, upon six months’ notice, cease management
of an investment fund through publication in the
online Bundesanzeiger and in the annual report or
semi-annual report. Information on termination will
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also be provided to investors via their custodian in
hard copy or electronically. A corresponding proce-
dure may also be followed in respect of one or
more unit classes of the Investment Fund.

Moreover, the right of the Company to manage the
Investment Fund shall expire if insolvency proceed-
ings concerning the assets of the Company are
opened, or with the entering into legal force of the
court decision by which a petition to open insolven-
cy proceedings is rejected for lack of assets in
accordance with Section 26 of the Insolvency Stat-
ute (Insolvenzordnung — InsO). In these cases,
powers over the Investment Fund’s assets will be
transferred to the Custodian Bank, which will liqui-
date the Investment Fund, or, with the authorisa-
tion of BaFin, transfer the management of the
Investment Fund to another investment manage-
ment company.

25.2. Procedure for the liquidation of
an investment fund

The issue and redemption of fund units will be
discontinued.

Proceeds from the sale of Investment Fund assets,
less the Investment Fund'’s liabilities and liquidation
costs, will be distributed to the investors, where-
upon investors shall be entitled to claim their share
of the proceeds on sale of the Investment Fund’s
assets in proportion to fund units owned.

After a period of twelve months, the Custodian
Bank is entitled to deposit unclaimed liquidation
proceeds at the competent district court for the
Company.

On the day on which its right to manage lapses,
the Company shall prepare a liquidation report that
meets the requirements of an annual report. No
later than three months after the date of liquida-
tion of the Investment Fund, the liquidation report
shall be published in the online Bundesanzeiger.
While the Custodian Bank liquidates the Invest-
ment Fund, it shall prepare a report annually, and
on the date on which the liquidation is completed,
that meets the requirements of an annual report.
These reports are to be published in the online
Bundesanzeiger no later than three months after
the reporting date.

25.3. Transfer of an investment fund

All assets of the Investment Fund may be trans-
ferred to another existing investment fund, or to an
investment fund created through a merger, at the
end of the financial year (transfer date). The In-
vestment Fund may also be merged with an in-
vestment fund that was launched in another EU or
EEA country and which also complies with the pro-
visions of Directive 2009/65/EC. A different trans-
fer date may be specified with the consent of BaF-
in. In addition, all assets of another investment
fund or of a foreign, Directive-compliant invest-
ment fund may be transferred to the Investment
Fund at the end of the financial year or on another
transfer date. Finally, it is also possible for the
assets of a foreign, Directive-compliant investment
fund, without its liabilities, to be transferred to the
Investment Fund.

25.4. Procedure for the transfer of
an investment fund

No fewer than 35 working days before the planned
transfer date, investors shall receive from their

20

custodians information in hard copy or electronical-
ly on the reasons for the merger, its potential im-
pact on investors, their rights in connection with
the merger and significant aspects of the procedure
to the investors. Investors shall also receive the
Key Investor Information for the remaining invest-
ment fund or the investment fund that is created
through the merger.

Investors have until five working days before the
scheduled transfer date to redeem their units with-
out a redemption fee or to exchange their units for
units of another investment fund or a foreign in-
vestment fund that is also managed by the In-
vestment Management Company or a company
from the same Group and which has a similar in-
vestment policy to that of the Investment Fund.

On the transfer date, the values of the acquiring
and the transferring investment funds are calculat-
ed, the exchange ratio is established, and the en-
tire procedure is reviewed by an auditor. The ex-
change ratio is determined based on the ratio be-
tween the net asset value of the transferred in-
vestment fund and that of the acquired investment
fund as of the date of the transfer. The investor
receives the number of units in the new investment
fund whose value corresponds to the value of his
units in the transferred investment fund. Investors
in the transferring investment fund also have the
option of having up to 10% of the value of their
units paid out in cash. If the merger takes place
during the current financial year of the transferring
investment fund, the company managing that fund
on the transfer date must draw up a report that
meets the requirements of an annual report. The
Company shall announce in the online Bundesan-
zeiger and at www.iShares.de when the Invest-
ment Fund has absorbed another fund and the
merger comes into force. If the Investment Fund is
absorbed in a merger, the company that manages
the absorbing fund or the newly created fund
makes this announcement.

All the assets of this Investment Fund may only be
transferred to another investment fund or to an-
other foreign investment fund with the authorisa-
tion of BaFin.

26. Summary of tax regulations
applying to investors.

All statements regarding tax regulations ap-
ply exclusively to investors who are fully tax-
able in Germany. We recommend that, before
acquiring units in the Investment Fund described in
this Sales Prospectus, foreign investors consult
their tax advisors in order to clarify possible tax
implications arising in his own country of residence
as a result of the acquisition of units.

As a special purpose fund (Zweckvermdgen), the
Investment Fund is exempt from German corpora-
tion tax and trade tax. Taxable income of the In-
vestment Fund is, however, treated as investment
income (EinkUnfte aus Kapitalvermdgen) in the tax
returns of individual investors insofar as it, togeth-
er with other investment income, exceeds the
annual saver’s allowance of EUR 801 (for single
persons or spouses assessed separately) or

EUR 1,602 (for spouses assessed jointly).
Investment income is generally subject to a with-
holding tax of 25% (plus solidarity surcharge and,
if applicable, church tax). Investment income in-



cludes income distributed by the Investment Fund,
deemed distribution income, interim profits as well
as profits from the sale and acquisition of fund
units, provided they were/are acquired after 31
December 2008.2

The tax deducted generally has a compensatory
effect (so-called Abgeltungssteuer (withholding
tax)) on individual investors and as a result in-
vestment income does not normally have to be
declared on the income tax return. When the tax is
withheld, the Custodian Bank will generally already
have offset losses and taken foreign withholding
taxes into account.

However, the tax deducted does not have a com-
pensatory effect if the personal income tax rate is
lower than the withholding rate of 25%. In this
case, investment income may be declared on the
income tax return. The tax authorities then apply
the lower personal income tax rate and offset the
tax withheld against the personal tax debt (so-
called "assessment on the basis of the most fa-
vourable provision for the taxpayer").

If investment income is not subject to the with-
holding tax (e.g. because profit from the sale of a
stock was generated at a foreign custodian bank),
this should be indicated in the tax return. The in-
vestment income is then also subject to the with-
holding tax rate of 25% or the lower personal tax
rate.

In spite of the withholding tax and higher personal
tax rate, details on investment income may be
required if extraordinary charges or expenses (e.g.
donations) are claimed on the income tax return.
If the units are included in operating assets (Be-
triebsvermogen), the income will be taxable as
operating income (Betriebseinnahmen). Under
current tax law, the taxable income and taxable
investment income components are calculated
differently.

26.1. Units held in personal assets
(taxpayers resident in Germany)

26.1.1. Gains from the sale of securities, gains
from futures contracts and income from writ-
ing options

Gains from the sale of shares, equity-like participa-
tion rights and investment units, gains from futures
contracts and gains from writing options that are
generated at the level of the Investment Fund are
not reported by the investor until they are distrib-
uted. In addition, gains from the sale of capital
assets listed in Section 1 Para. 3 sentence 3 no.
1(a) to (f) InvStG are not attributed to the investor
until they are distributed.

This includes the following capital assets:
a) capital assets that have yield on new issues;

b) "normal” bonds and unsecuritised claims with
fixed-coupon as well as down-rating bonds,
floaters and reverse floaters;

c) risk certificates that exactly track the price of
a share or a public index for a number of
shares;

d) reverse convertible bonds, exchangeable
bonds and convertible bonds;

2 Gains from the sale of fund units acquired before 1 January

2009 are tax exempt for private investors if the time period be-
tween acquisition and disposal is longer than one year.

e) flat income bonds and debt participation
rights; and
) bonds cum warrants.

If gains from the sale of the securities/capital as-
sets described above, gains from futures contracts
and income from writing options are distributed,
they are liable to tax and, if the units are held in
Germany, subject to a 25% withholding tax (plus
solidarity surcharge and, if applicable, church tax).
However, gains distributed on the sale of securities
and from futures contracts are tax free, if the secu-
rities were acquired at Investment Fund level be-
fore 1 January 2009 or the futures contracts were
entered into before 1 January 2009.

Income from the sale of capital assets not included
in the above list is taxed like interest (see below).

26.1.2. Interest and related income as well as
foreign dividends

The investor is required to pay taxes on interest
and related income as well as foreign dividends.
This is true independent of whether these gains are
accumulated or distributed.

Distributed or reinvested interest and related in-
come as well as foreign dividends of the Invest-
ment Fund are generally subject to the withholding
tax of 25% (plus solidarity surcharge and, if appli-
cable, church tax).

The withholding tax will not apply if the investor is
resident in Germany for tax purposes and submits
an application for a tax allowance (Freistellung-
sauftrag), provided that the taxable income con-
cerned does not exceed EUR 801 (for single per-
sons or spouses assessed separately) or EUR 1,602
(for spouses assessed jointly).

The same applies to those who submit a tax ex-
emption certificate (NV-Bescheinigung), and to
foreign investors upon verification of their status as
non-resident taxpayers.

If the units of a distributing or partially accumulat-
ing investment fund that is subject to tax are held
by a domestic investor in a domestic investment
account with the Investment Management Compa-
ny or at another credit institution (custody ar-
rangement), withholding tax will not be withheld by
the institution maintaining the custody account if
an official application for a tax allowance made out
in a sufficiently high amount or a tax exemption
certificate issued by the tax authorities for a maxi-
mum period of three years is presented before the
specified distribution date. In this case, the gross
amount of the distribution will be credited to the
investor.

In the case of a reinvesting investment fund that is
subject to tax, the tax deduction on accumulated
interest and similar income as well as foreign divi-
dends of the Investment Fund in the amount of
25% (plus solidarity surcharge) is deducted by the
Investment Management Company itself on rein-
vestments before 1 January 2012. Issue and re-
demption prices of the fund units will be corre-
spondingly reduced by the tax deducted at the end
of the financial year. Since the investors are gen-
erally not known to the Investment Management
Company, no church tax can be withheld. As a
result, investors subject to the church tax must
indicate this in their income tax return.

For reinvestments made after 31 December 2011,
the Investment Fund shall make available 