Invesco ETF Securities Lending
For investors in the UK

90% of revenue
from securities
lending goes to
the ETF

About our Securities Lending programme
Invesco is launching a programme in November 2019 whereby selected ETFs may engage in securities lending
for the purpose of enhancing overall performance for the benefit of investors. This document provides details
of the Securities Lending programme, but please contact us if you have further queries.
What is Securities Lending?

Only Invesco US
Treasury Bond
UCITS ETFs
included from outset

Securities Lending is a well-established practice involving the short-term transfer (loan) of securities, for
either a defined or open-ended time period. The borrower of the securities posts collateral and pays an agreed
fee for the duration of the loan as well as returning any dividends or coupons received from those securities.
On termination of the loan, the borrower is obliged to return the securities. Invesco’s Securities Lending
programme will be administered and managed by a third-party Lending Agent, Bank of New York Mellon (BNY Mellon).
Who receives revenues from Invesco’s programme?
The Invesco ETF will receive 90% of the revenue arising from securities lending, with the remaining 10%
deducted by the Lending Agent for its fees and to cover direct and indirect operational costs. Invesco will not
receive any revenue from the programme. Revenue is accrued daily within the fund.
Example: how it works

Indemnification
provided by
BNY Mellon

Invesco ETF

Dividends / coupons received on
borrowed security
90% of fees
(accrued daily)
+
dividends /
coupons paid out
during loan period

Fees throughout loan period

BNY Mellon
(Lending Agent)

Security
Collateral

Borrower

For illustrative purposes only

Which Invesco ETFs will engage in securities lending?
Only the Invesco US Treasury UCITS ETFs range will be involved in securities lending from the outset. Other
Invesco ETFs may be included in the programme in future as determined on a case-by-case basis. The decision
for each ETF will be based on a variety of factors such as expected level of returns to shareholders, portfolio
size, holdings, investment guidelines, operational responsibilities, market conditions, tax implications and
equity ratios.
ETFs with an environmental, social and corporate governance (ESG) focus will be excluded from the Securities
Lending programme. This decision is due to the ETF being unable to exercise its voting rights while the
securities are on loan, unless the shares can be recalled for the purposes of voting.
To see whether a specific Invesco ETF is involved in securities lending, please see the relevant product page
at etf.invesco.com, where the involvement (or not) will be clearly stated. The website will be updated as and
when further ETFs are added to the programme.
How will this affect my investment?
Only those Invesco ETFs that are engaged in securities lending will be affected. The objective of the
programme is to enhance performance of the ETF(s) with the revenues received from borrowers. The amount
of revenues – and in turn the potential performance enhancement – will vary depending on the amount of the
ETF’s securities being loaned as well as the terms negotiated by the Lending Agent.
Securities lending involves additional risks, including the risk that the borrower is unable to return the
securities at the end of the loan period or that the ETF is unable to sell the collateral provided to it if the
borrower defaults. This “counterparty risk” is being mitigated through the credit analysis and approval process
of potential borrowers, as well as maintenance of suitable collateral and, ultimately, indemnification provided
by BNY Mellon. Details follow below.
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Programme parameters
The proportion of assets per ETF that may be subject to securities lending will be up to a maximum of 50% for
fixed income ETFs and up to a maximum of 15% for equity ETFs.
A maximum of 90% of an individual security held by an ETF will be subject to securities lending.
For collateral posted by borrowers, the following concentration limit will apply:
• Maximum 10% of the loan per single security
In addition, the following parameters will apply in respect of equity collateral:
• Maximum 1 x 90-day average daily traded volume (ADTV) per security
• Maximum 1% of the market capitalisation per security
• Maximum 10% of the collateral value per issuer (issuer concentration in a collateral pool of a single
borrower may not exceed 10% per issuer)
• Sector concentration restricted to 25%
Collateral haircuts*:
Collateral type
Securities loaned
Equities

Equities

Government, Supranational and
Agency bonds

105-110%

102-105%

Government bonds

110%

102-105%

Corporate bonds

110%

102-105%

*Please note the Lending Agent may require additional collateral from the borrower in certain circumstances, such as when the collateral and
loaned security are in different currencies. For example, a borrower of USD-denominated Treasuries would have to post collateral of 102% of
the loan value if using USD-denominated bonds, or 105% of the value if using bonds in another currency. The additional collateral can provide
cushion for the ETF in the event of adverse foreign exchange movements during the loan period.

Collateral
Borrowers must post suitable collateral of at least the amount specified in the table above, as a percentage of
the securities being borrowed. This mitigates the risk to the ETF and its investors from the unlikely event of
the borrower being unable to return the securities at the end of the loan period. The collateral is held by the
Depositary, BNY Mellon Trust Company (Ireland).
Acceptable types of collateral include debt obligations and securities issued by the government or agencies of
an OECD member country or select supranational organisations, or equities listed on one of the approved US,
European or Japanese indices specified in the programme. Full details of acceptable collateral are available on
request.
Please note that cash is not currently permitted as collateral.
Indemnification
The indemnity provided by BNY Mellon allows for full replacement of the securities lent if the collateral received
does not cover the value of the securities loaned in the event of a borrower default.
Lending Agent
We have selected BNY Mellon to manage and administer the Securities Lending programme. They have the
industry’s largest securities lending programme, with US$4 trillion of lendable assets and US$430 billion on
loan. BNY Mellon’s credit rating is Aa2/AA-1.
As lending agent, BNY Mellon will be responsible for conducting credit analysis on each of the potential
borrowers approved by Invesco. BNY Mellon will also be responsible for negotiating terms of the loans with
borrowers, indemnifying the ETFs in the event of borrower default or delay and monitoring the securities and
collateral.
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Source: BNY Mellon, as at
September 2019.

BNY Mellon will provide the revenue earned from the loans to the ETF(s) on a monthly basis in the currency
earned, 10 business days after month end. They will provide a daily earnings report to allow daily accruals
to be booked.
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Further information

Who can borrow

Portman Square House,
43-45 Portman Square,
London W1H 6LY

Each potential borrower goes through both a credit analysis conducted by BNY Mellon and formal approval
process by Invesco before being accepted into the programme. All borrowers are required to have and maintain
a minimum credit rating of A2 (Standard & Poor’s) / P2 (Moody’s). The list of approved borrowers will be
reviewed by BNY Mellon and Invesco on an ongoing basis.

etf.invesco.com

BNY Mellon provides the ETF with indemnity in case of default or delay by the borrower. BNY Mellon is
responsible for making the ETF “whole” for any costs incurred because of a delay or default from a borrower in
returning loaned securities or any dividends / coupons paid.
Obligations of the borrower
When a security is loaned, the title and ownership are transferred to the borrower, who is obligated to return
the same amount and type of security on termination of the loan. The borrower is also obligated to return all
dividends and coupons received on the borrowed securities, including any result of corporate actions.
BNY Mellon will contractually settle all income and dividends on loaned securities on the same day that it
would have otherwise been credited had the securities not been on loan, in accordance with the pay standards
of each country. BNY Mellon then takes the responsibility for collection of the income or dividend from the
borrower.
Details of what has been loaned and collateral being held
Details of the securities and percentages on loan as well as the collateral held will be reported on a monthly
basis. The report can be found on the relevant product page at etf.invesco.com.
Investment risks
Investment strategies involve numerous risks. Investors should note that the price of your investment may go
down as well as up. As a result, you may not get back the amount of capital you invest.
Important information
This document contains information that is for discussion purposes only and is intended for investors in the UK.
Data as at 14 October 2019, unless otherwise stated.
All investment decisions must be based only on the most up to date legal offering documents. The legal offering documents (fund and share class
specific Key Investor Information Document (KIID), prospectus, annual & semi-annual reports, articles & trustee deed) are available free of charge
on our website etf.invesco.com and from the issuers.
This document should not be considered financial advice. Persons interested in acquiring the product should inform themselves as to (i) the
legal requirements in the countries of their nationality, residence, ordinary residence or domicile; (ii) any foreign exchange controls and (iii) any
relevant tax consequences.
UCITS ETF’s units / shares purchased on the secondary market cannot usually be sold directly back to UCITS ETF. Investors must buy and sell units
/ shares on a secondary market with the assistance of an intermediary (e.g. a stockbroker) and may incur fees for doing so. In addition, investors
may pay more than the current net asset value when buying units / shares and may receive less than the current net asset value when selling
them.
For the full objectives and investment policy please consult the current prospectus.
Communicated by Invesco Asset Management Limited, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, Oxfordshire, RG9 1HH, UK,
which is authorised and regulated by the Financial Conduct Authority.
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