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A. Structure of the wikifolio index certificates  

Lang & Schwarz Aktiengesellschaft (“L&S AG”), Düsseldorf issues open-ended 
certificates linked to wikifolio indices, known as “wikifolio index certificates”. 
The index tracks the performance of a notional reference portfolio consisting 
of securities and cash funds in different currencies (“WIKIFOLIO CURRENCIES”). A 
wikifolio index certificate is issued under base prospectuses of L&S AG for de-
rivative products (including various supplements) and the relevant “Final 
Terms”. Certificates are currently being issued under the base prospectus of 
12 June 2019. In legal terms the wikifolio index certificates are bearer notes.
L&S AG has continuously changing liabilities (“WIKIFOLIO LIABILITIES”) towards 
holders of wikifolio index certificates issued by L&S AG (“WIKIFOLIO 

HOLDERS“).WIKIFOLIO LIABILITIES are denominated in the respective WIKIFOLIO 

CURRENCY. 

L&S AG uses the proceeds from the sales of the wikifolo index certificates di-
rectly in such a way that they reflect the current notional reference portfolios 
underlying the wikifolio index certificates as indices to the greatest possible 
extent. To this end, L&S AG acquires the securities (“WIKIFOLIO SECURITIES”) un-
derlying the relevant wikifolio index certificate, i.e. the notional reference 
portfolio, through Lang & Schwarz TradeCenter AG & Co. KG (“L&S KG”), Düs-
seldorf, as the service provider on an intraday basis immediately and without 
delay (“HEDGING TRANSACTION”) using the proceeds from the sale of a wikifolio 
index certificate.1

The HEDGING TRANSACTIONS are cleared at L&S KG on behalf of L&S AG through 
trading accounts (“TRADING ACCOUNTS”) and securities accounts (“SECURITIES 

ACCOUNTS”), both of which are maintained at HSBC Trinkaus & Burkhardt AG 
(“CUSTODIAN BANK”). The holder of the WIKIFOLIO SECURITIES posted to the 
SECURITIES ACCOUNTS at the CUSTODIAN BANK is L&S KG. L&S KG uses the TRADING 

ACCOUNTS and SECURITIES ACCOUNTS also for other securities transactions. The 
WIKIFOLIO SECURITIES are separated internally by L&S KG from other securities 
portfolios, which are held due to other securities transactions.  

1
 It is possible that the number calculated does not correspond to complete units of a financial in-
strument. This is a mathematical result of the HEDGING TRANSACTION having to be divided up in pro-
portion to the notional reference portfolios if its value does not correspond to the full value of 
such a reference portfolio. From a threshold of 0.5 units, L&S AG rounds up the number used for 
the HEDGING TRANSACTIONS to complete units so that the mismatch can merely amount to 0.5 units 
(positive or negative) for each WIKIFOLIO SECURITY for the above reason. With regards to financial in-
struments issued by HSBC Trinkaus & Burkhardt AG, Société Générale and UBS, Hedging Transac-
tions are only cleared if they lead to the purchase / sale of a certain (low) quantity of the respec-
tive financial instruments, however at the latest on the last trading day of a week or month, re-
spectively. 
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The sums not used for the HEDGING TRANSACTIONS (“WIKIFOLIO CREDIT BALANCES”) 
are kept in the TRADING ACCOUNTS and various other bank accounts (the latter 
the “ACCOUNTS”) of L&S AG at other credit institutions (“BANKS”), with the 
WIKIFOLIO CREDIT BALANCES being held in the respective WIKIFOLIO CURRENCY. The 
ACCOUNTS are used exclusively for depositing the WIKIFOLIO CREDIT BALANCES to be 
maintained with the BANKS.  

If the notional reference portfolios underlying the indices referenced by the 
current outstanding wikifolio index certificates change, these changes will be 
reflected in the TRADING ACCOUNTS, the ACCOUNTS and the SECURITIES ACCOUNTS. 

Therefore, at L&S AG asset pools in the form of credit balances as well as secu-
rities (the WIKIFOLIO SECURITIES in the SECURITIES ACCOUNTS) commercially offset the 
WIKIFOLIO LIABILITIES (the risk regarding the changes in the prices of such liabili-
ties, respectively).  

B. Pledges as security for WIKIFOLIO LIABILITIES

TEAM Treuhand GmbH was appointed by L&S AG to act as a TRUSTEE (“TRUSTEE”) 
on behalf of WIKIFOLIO HOLDERS under a trust agreement dated 20 February 2017, 
amended on 26 November 20182 (“TRUST AGREEMENT”). With security agreement 
dated 20 February 2017, amended on 26 November 20183 (“SECURITY 

AGREEMENT”) between L&S AG and L&S KG as pledgors and the TRUSTEE as 
pledgee, L&S AG and L&S KG pledged to the TRUSTEE in favour of WIKIFOLIO 

HOLDERS (a.) WIKIFOLIO SECURITIES, (b.) ACCOUNTS, and (c.) the credit claim arising 
for L&S AG and L&S KG against the CUSTODIAN BANK after netting of all current 
accounts existing at the CUSTODIAN BANK. Netting is carried out separately for all 
WIKIFOLIO CURRENCIES. Currently, the WIKIFOLIO CURRENCIES are the Euro and the 
Swiss Franc. The credit claim arising for L&S AG against the CUSTODIAN BANK re-
sulting from the netting of the accounts in Euro is referred to below as “EURO 

CLAIM S” and the credit claim arising for L&S KG resulting from the netting of 
the account in Swiss Francs is referred to as “CHF CLAIM S”. The credit arising for 
L&S KG against the CUSTODIAN BANK resulting from the netting of the accounts in 
Euro is referred to below as “EURO CLAIM P” and from the netting of the ac-
counts in Swiss Francs as “CHF CLAIM P” (EURO/CHF CLAIM S and EURO/CHF CLAIM P
are jointly also referred to as “NETTED CLAIMS”.

Notwithstanding the pledges, L&S AG and L&S KG are entitled to dispose over 
the credit balances in the TRADING ACCOUNTS and the ACCOUNTS and securities in 
the SECURITIES ACCOUNTS in the ordinary course of business.  

2 The amendment to the Trust Agreement dated 26 November 2018 stipulats that reference portfo-
lios may also consist of other currencies (in particular Swiss Francs). 

3
 The amendment to the Security Agreement dated 26 November 2018 stipulates that reference 
portfolios may also consist of other currencies (in particular Swiss Francs).
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In the event of realisation as described in the SECURITY AGREEMENT, the TRUSTEE

will realise the liens for the benefit of the WIKIFOLIO HOLDERS, who are entitled to 
realise these themselves if the TRUSTEE is unable to do so for legal or practical 
reasons. The costs for such realisation will be paid from the proceeds resulting 
from the realisation process and will therefore slightly reduce the return. 

C. TRUSTEE’S audit work 

The TRUSTEE is entitled to hold and manage and, if and to the extent that the 
relevant preconditions under the SECURITY AGREEMENT are met, release the 
pledges in accordance with the TRUST AGREEMENT in the interests of the WIKIFOLIO 

HOLDERS, or to realise them in the best interests of and for the benefit of the 
WIKIFOLIO HOLDERS. The TRUSTEE is required to check the market value of the 
pledges on a regular basis and to submit reports on this every three months. In 
addition, the TRUSTEE is entitled to carry out up to four special audits a year un-
announced.  

The objective of the audits is to establish to what extent the credit balances in 
the ACCOUNTS, the NETTED CLAIMS as well as the WIKIFOLIO SECURITIES are sufficient 
to allow the WIKIFOLIO HOLDERS’ claims to be settled in the event of realisation. 
For this purpose, the TRUSTEE reviews the data provided to it by L&S AG for the 
audit to ensure that it is correct using control data from the CUSTODIAN BANK,
the BANKS and wikifolio Financial Technologies AG, Vienna.  

1. Determining the WIKIFOLIO LIABILITIES and composition of the underlying indices 

During this audit, the TRUSTEE inspects a list of wikifolio index certificates 
at L&S AG which are outstanding on the reference date and the market 
values of these index certificates, and in this way is able to determine the 
WIKIFOLIO LIABILITIES on a daily basis. Liabilities denominated in other cur-
rencies may be converted into euros at the reference rate of the Europe-
an Central Bank on the audit date. The TRUSTEE checks that this list is ac-
curate by inspecting information from the CUSTODIAN BANK regarding wiki-
folio index certificates sold. 

The independent company wikifolio Financial Technologies AG forwards 
the exact composition of the outstanding wikifolio index certificates on 
the reference date to the TRUSTEE. 

Thus in this way the TRUSTEE is able to see how high the WIKIFOLIO LIABILITIES 

are, which specific securities are necessary to hedge them and how high 
the value is that does not have to be maintained in securities but in ac-
count balances in the WIKIFOLIO CURRENCIES. 
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2. Reviewing the wikifolio Securities 

The information forwarded to the TRUSTEE by the CUSTODIAN BANK shows 
what securities are being used as WIKIFOLIO SECURITIES to hedge the 
WIKIFOLIO LIABILITIES. Thus the TRUSTEE can check whether the actual compo-
sition of the securities available for hedging the WIKIFOLIO LIABILITIES corre-
sponds to the composition of the outstanding wikifolio index certificates.  

3. Reviewing the Pledged Balances 

The TRUSTEE checks to what degree the WIKIFOLIO LIABILITIES are secured by 
(a) WIKIFOLIO CREDIT BALANCES and (b) the NETTED CLAIMS ((a) and (b) jointly
“PLEDGED BALANCES”). For this purpose, the TRUSTEE obtains account state-
ments for the ACCOUNTS and a report by the CUSTODIAN BANK on the current 
status of the NETTED CLAIMS on the date of the audit respectively. NETTED 

CLAIMS denominated in other currencies are converted at the reference 
rate of the European Central Bank on the audit date. 

D. Trustee’s report 

The TRUSTEE carried out the activities described above for the reference date 
28 June 2019 as the last trading day of the second quarter of the year 2019. 
Based on the audit performed, the TRUSTEE comes to the following conclusion:  

All the processes and transactions reviewed were in the proper 
form and complied with the provisions in the SECURITY AGREEMENT,
the TRUST AGREEMENT and the structure of the wikifolio index certifi-
cates and pledges for WIKIFOLIO LIABILITIES as securities explained un-
der A. and B.  

100% of the WIKIFOLIO SECURITIES have been pledged for the benefit of 
the WIKIFOLIO HOLDERS. These WIKIFOLIO SECURITIES amount to 78.83% of 
the WIKIFOLIO LIABILITIES as of 28 June 2019. The PLEDGED BALANCES cor-
respond to 18.15% of the WIKIFOLIO LIABILITIES as of 28 June 2019. 

Thus, on 28 June 2019 the degree by which the WIKIFOLIO LIABILITIES

are secured by the pledges created amounts to  

a total of 96.98%4. 

4
 For the avoidance of doubt, we would like to point out that this valuation reflects the current value 
and that deviating values may be possible in any future realisation scenario, in particular due to 
price fluctuations. 




