


U.S. Microcap Fund

Assets Valuation Input

Quoted Prices
in Active Significant
Markets for Other Significant

Identical Observable  Unobservable
Assets Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
COMMON STOCKS
Retailing §1602943 5§ — §— $ 1,602,943
Banks 1,531,118 — — 1,531,118
Technology Hardware & Equipment 1,284,937 — — 1,284,937
Semiconductors & Semiconductor Equipment 1,046,838 — — 1,046,838
Pharmaceuticals & Biotechnology 984,665 — — 984,665
Health Care Equipment & Services 958,101 — — 958,101
Transportation 880,614 — — 880,614
Materials 658,543 — — 658,543
Energy 568,033 — — 568,033
Capital Goods 524,265 — — 524,265
Software & Services 522,598 — — 522,598
Commercial & Professional Services 490,463 — — 490,463
Real Estate 452,523 — — 452,523
Automobiles & Components 296,918 — — 296,918
Diversified Financials 262,665 — — 262,665
Consumer Services 243,805 — — 243,805
TOTAL COMMON STOCKS 12,309,029 — — 12,309,029
REPURCHASE AGREEMENT — 430,620 — 430,620
TOTAL INVESTMENTS 12,309,029 430,620 — 12,739,649
TOTAL $12,309,029 $430,620 §— $12,739,649
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U.S. Smallcap Fund

Assets Valuation Input

Quoted Prices
in Active Significant
Markets for Other Significant

Identical Observable  Unobservable
Assets Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
COMMON STOCKS
Software & Services $ 8,071,432 L §— $ 8,071,432
Retailing 7,477,337 — — 7471337
Pharmaceuticals & Biotechnology 7,456,264 — — 7,456,264
Transportation 6,600,206 — — 6,600,206
Semiconductors & Semiconductor Equipment 6,494,762 — - 6,494,762
Materials 5,891,392 — — 5,891,392
Banks 5,842,094 — — 5,842,094
Diversified Financials 5,512,289 — — 5,512,289
Capital Goods 5,174,419 — — 5,174,419
Technology Hardware & Equipment 4,153,893 — — 4,153,893
Energy 3,942,815 — — 3,942,815
Insurance 3,441,889 — — 3,441,889
Health Care Equipment & Services 3,051,764 — — 3,051,764
Consumer Services 3,032,428 — — 3,032,428
Commercial & Professional Services 2,853,056 — — 2,853,056
Media 1,502,871 — — 1,502,871
Household & Personal Products 1,136,826 — — 1,136,826
Real Estate 1,135,710 — — 1,135,710
Food, Beverage & Tobacco 791,433 — — 791,433
TOTAL COMMON STOCKS 83,562,880 — — 83,562,880
REPURCHASE AGREEMENT — 937,203 — 937,203
TOTAL INVESTMENTS 83,562,880 937,203 — 84,500,083
TOTAL $83,562,880 §937,203 §— $84,500,083
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U.S. Midcap Fund

Assets Valuation Input

Quoted Prices
in Active Significant
Markets for Other Significant

Identical Observable  Unobservable
Assets Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
COMMON STOCKS
Capital Goods § 465512 § - $— § 465,512
Software & Services 452,593 — — 452,593
Materials 415,676 — — 415,676
Energy 402,040 — — 402,040
Technology Hardware & Equipment 379,701 — — 379,701
Diversified Financials 353,306 — — 353,306
Semiconductors & Semiconductor Equipment 331,153 — — 331,153
Consumer Durables & Apparel 303,261 - — 303,261
Pharmaceuticals & Biotechnology 270,649 — — 270,649
Food, Beverage & Tobacco 225,843 — — 225,843
Retailing 209,591 — — 209,591
Banks 199,232 — — 199,232
Automobiles & Components 158,064 — — 158,064
Health Care Equipment & Services 107,432 — — 107,432
Transportation 95,606 — — 95,606
Insurance 86,060 — — 86,060
Telecommunication Services 80,002 — — 80,002
Food & Staples Retailing 78,611 — — 78,611
Commercial & Professional Services 75,222 — — 75,222
Consumer Services 71,257 — — 71,257
Real Estate 56,937 — — 56,937
TOTAL COMMON STOCKS 4,817,748 — — 4,817,748
REPURCHASE AGREEMENT — 144,313 — 144,313
TOTAL INVESTMENTS 4,817,748 144,313 — 4,962,061
TOTAL $4,817,748 $144,313 §— $4,962,061
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U.S. Multicap Fund

Assets Valuation Input

Quoted Prices
in Active Significant
Markets for Other Significant

Identical Observable  Unobservable
Assets Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
COMMON STOCKS
Materials § 451,630 $— $— § 451,630
Diversified Financials 416,111 — — 416,111
Capital Goods 388,377 — — 388,377
Technology Hardware & Equipment 370,502 — — 370,502
Energy 364,532 — — 364,532
Software & Services 318,989 — — 318,989
Pharmaceuticals & Biotechnology 281,976 — — 281,976
Semiconductors & Semiconductor Equipment 247,041 — o 247,041
Health Care Equipment & Services 240,311 — — 240,311
Retailing 222,443 — — 222,443
Food, Beverage & Tobacco 163,099 — — 163,099
Commercial & Professional Services 161,648 — — 161,648
Automobiles & Components 131,555 — — 131,555
Banks 128,125 — — 128,125
Insurance 117,234 — — 117,234
Consumer Durables & Apparel 101,509 — — 101,509
Consumer Services 83,101 — — 83,101
Food & Staples Retailing 75,758 — — 75,758
TOTAL COMMON STOCKS 4,263,941 — — 4,263,941
TOTAL INVESTMENTS 4,263,941 — — 4,263,941
TOTAL §4,263,941 $— §— §4,263,941

b) Repurchase agreements: The Funds may engage in repurchase agreement trans-
actions. Under the terms of a typical repurchase agreement, a Fund takes possession
of an underlying debt obligation in return for the use of the Fund’s available cash,
subject to an agreement by the seller to repurchase and the Fund to resell the
obligation, at an agreed-upon price and time. Thus, the yield during the Fund’s
holding period is determinable. The value of the collateral is equal to at least 102%
of the total amount of the repurchase obligations, including accrued interest. In the
event of counterparty default, the Fund has the right to use the collateral to offset
losses incurred. There is potential loss to a Fund in the event a Fund is delayed or
prevented from exercising its rights to dispose of the collateral securities, including
the risk of a possible decline in the value of the underlying securities during the
period in which the Fund seeks to assert its rights. The Funds’ investment adviser
reviews the value of the collateral and the creditworthiness of those banks and
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dealers with whom the Funds enter into repurchase agreements to evaluate
potential risks. The Funds primarily engage in repurchase agreements with Fixed
Income Clearing Corporation (FICC) through their custodian to accommodate
cash sweeps of any residual U.S. dollars held in a particular portfolio.

¢) Foreign currency: The books and records of the Funds are maintained in U.S. dol-
lars. Foreign currencies and investments and other assets and liabilities denominated
in foreign currencies are translated into U.S. dollars at the exchange rates prevailing
at the end of the period as defined by the Funds’ Valuation Procedures. Purchases
and sales of investment securities and income and expenses are translated on the
respective dates of such transactions. Unrealized gains or losses on investments
denominated in foreign currencies which result from changes in foreign currencies
have been included in the net unrealized appreciation or depreciation of invest-
ments. Net realized currency gains and losses include foreign currency gains and
losses occurring between trade date and settlement date on investment securities
transactions, gains and losses from foreign currency transactions and the gains and
losses from differences between the amounts of interest and dividends recorded on
the books of the Funds and the amounts actually received. The portion of foreign
currency gains and losses related to fluctuations in exchange rates between the
purchase settlement date and sale trade date is included in realized gains and losses on

security transactions.

d) Forward foreign currency contracts: As part of their investment strategy, Funds
entered into forward foreign currency contracts to manage the portfolio holdings
against currency risks. The Funds also utilized forward foreign currency contracts to
reduce or eliminate underweighted positions in a currency relative to its benchmark
when purchasing underlying investments denominated in that currency is not
deemed suitable by the Adviser. The Funds may use forward foreign currency
contracts as a substitute for taking a position in the underlying asset and/or as a part
of a strategy to reduce interest rate risk, currency risk, and price risk. Forward
foreign currency contracts are valued at the interpolated forward rate and are
marked-to-market at each valuation date in the manner set forth by the Funds’
Valuation Procedures. The change in fair value is recorded by a Fund as an
unrealized gain or loss. When the contract is closed, a Fund records a realized
gain or loss equal to the difference between the value of the contract at the time it
was opened and the value at the time it was closed. Such imperfect correlation may
prevent the Fund from achieving the intended hedge or expose the Fund to the risk

of currency exchange loss.
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The use of forward foreign currency contracts does not eliminate fluctuations in the
underlying prices of a Fund’s portfolio securities, but it does establish a rate of
exchange that can be achieved in the future. Although forward foreign currency
contracts to sell foreign currency limit the risk of loss due to a decline in the value of
the currency holdings, they also limit any potential gain that might result should the
value of the currency increase. In addition, a Fund could be exposed to risks if the

counterparties to the contracts are unable to meet the terms of the contracts.

Some of the forward foreign currency contracts entered into by the Funds are
classified as non-deliverable forwards (“INDF”). NDFs are cash-settled, short-term
forward contracts that have limited trading or are denominated in non-convertible
foreign currency, where the profit or loss at the time of the settlement date is
calculated by taking the difference between the agreed upon exchange rate and the
spot rate at the time of settlement, for an agreed upon notional amount of funds. All
NDFs have a fixing date and a settlement date. The fixing date is the date at which
the difference between the prevailing market exchange rate and the agreed upon
exchange rate is calculated. The settlement date is the date by which the payment of
the difference is due to the party receiving payment. NDFs are commonly quoted
for time periods of one month up to one year, and are normally quoted and settled
in U.S. dollars. They are often used to gain exposure to and/or to hedge exposure to
foreign currencies that are not internationally traded. With respect to a Fund’s
obligations to purchase or sell currencies under forward foreign currency contracts,
a Fund will earmark liquid securities having a value at least equal to its obligations,
or continue to own or have the right to sell or acquire respectively, the currency
subject to the forward foreign currency contract. The Funds’ maximum risk of loss
from counterparty credit risk is the unrealized appreciation of forward foreign

exchange contracts recorded on the Statement of Asset and Liabilities.

¢) Bank loans: The Global High Income Fund may invest in bank loans. Bank loans
include institutionally traded floating and fixed-rate debt obligations generally
acquired as a participation interest in or assignment of a loan originated by a lender
or financial institution. Assignments and participations involve credit, interest rate,
and liquidity risk. Interest rates on floating rate securities adjust with interest rate
changes and/or issuer credit quality. Many such loans are secured, although some
may be unsecured. Loans that are fully secured offer a fund more protection than an
unsecured loan in the event of non-payment of scheduled interest or principal.
There is no assurance that any collateral securing a loan could be liquidated or, if
liquidated, that such collateral would be of sufficient value to repay the loans taken

against it. There may be limited secondary market liquidity for these instruments
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which could result in volatile pricing for the securities which in turn may affect this
Fund’s NAV.

The Fund may enter into, or acquire participation in, delayed funding loans and
revolving credit facilities. Delayed funding loans and revolving credit facilities are
borrowings in which the Fund agrees to make loans up to a maximum amount upon
demand by the borrowing issuer for a specified term. A revolving credit facility
differs from a delayed funding loan in that as the borrowing issuer repays the loan, an
amount equal to the repayment is again made available to the borrowing issuer
under the facility. The borrowing issuer may at any time borrow and repay amounts
so long as, in the aggregate, at any given time the amount borrowed does not exceed
the maximum amount. Delayed funding loans and revolving credit facilities usually
provide for floating or variable rates of interest.

There are a number of risks associated with an investment in delayed funding loans
and revolving credit facilities including credit, interest rate and liquidity risk and the
risks of being a lender. There may be circumstances under which the borrowing
issuer’s credit risk may be deteriorating and yet the Fund may be obligated to make
loans to the borrowing issuer as the borrowing issuer’s credit continues to dete-
riorate, including at a time when the borrowing issuer’ financial condition makes it
unlikely that such amounts will be repaid. Delayed funding loans and revolving
credit facilities may be subject to restrictions on transfer, and only limited oppor-
tunities may exist to resell such instruments. As a result, the Fund may be unable to
sell such investments at an opportune time or may have to resell them at less than fair
market value. These risks could cause the Fund to lose money on its investment,
which in turn could affect the Fund’s returns. The Fund currently intends to treat
delayed funding loans and revolving credit facilities for which there is no readily
available market as illiquid for purposes of the Fund’s limitation on illiquid
investments. Delayed funding loans and revolving credit facilities are considered
to be debt obligations for purposes of the Trust’s investment restriction relating to
the lending of funds or assets by the Fund.

At October 31, 2011, there were three unfunded commitments which amounted to
$22,810,549 of par and had cost and fair value of $22,040,516 and $19,617,392,

respectively.

f) Foreign securities: Investing in securities of foreign companies and foreign gov-
ernments involves special risks and considerations not typically associated with
investing in U.S. companies and the U.S. government. These risks include the loss of
value in investments of foreign securities because of currency exchange rate

fluctuations, price volatility that may exceed the volatility of U.S. securities,
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uncertain political conditions, lack of timely and reliable financial information and
other factors. These risks are increased for investment in emerging markets.
Emerging market securities involve unique risks, such as exposure to economies
less diverse and mature than that of the U.S. or more established foreign markets.
Economic or political instability may cause larger price changes in emerging market
securities than other foreign securities. Moreover, securities of many foreign
companies and foreign governments and their markets may be less liquid and their
prices more volatile than those of securities of comparable U.S. companies and the

U.S. government.

¢) Financial futures contracts: In order to gain exposure to or protect against changes
in security values, the Funds bought and sold futures contracts. The primary risks
associated with the use of futures contracts are the imperfect correlation between
changes in fair values of securities held by the Funds and the prices of futures
contracts, and the possibility of an illiquid market. To the extent fluctuations in value
are not settled with the counterparty on a daily basis, the Funds are also subject to
the credit risk of the counterparty. Cash collateral for futures contracts outstanding
may be held by the broker on certain contracts. These amounts are included on the
Statement of Assets and Liabilities as cash on deposit with broker. The Funds
entered into futures contracts for hedging purposes, managing the duration and

yield curve profile, and to gain exposure to foreign equity markets.

Futures contracts are valued based upon their quoted daily settlement prices. The
aggregate principal amounts of the contracts are not recorded in the financial
statements. The Funds generally agree to receive from or pay to the broker an
amount of cash equal to the daily fluctuations in the value of the contract. Such
receipts or payments are known as ‘“variation margin” and are recorded by a Fund as
unrealized gains or losses. Fluctuations in the value of the contracts are recorded in
the Statement of Operations as unrealized gains or losses until the contracts are
closed, at which point they are recorded as net realized gains or losses on futures

contracts.

The Funds entered into swap contracts that function similar to futures contracts
(“synthetic futures”) to gain exposure and to protect against changes in security
values. Generally these contracts are counterparty agreements and do not require
daily variation margin payments to be directly paid to the counterparty, however
they do require hard segregation of cash. These amounts are included on the
Statement of Assets and Liabilities as cash on deposit with broker. The Funds are
exposed to the credit risk of the counterparty in addition to the risks described

above. The accounting treatment of such contracts is similar to that described above
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for standard futures contracts. The Funds disclose synthetic futures with other
futures contracts. The Funds’ maximum risk of loss associated with futures contracts
is minimal since futures contracts are exchange traded and the exchange’s clear-
inghouse, as counterparty to all exchange traded futures contracts, guarantees the
futures contracts against default. The Fund’s maximum risk of loss due to counter-
party credit risk for synthetic futures contracts is the unrealized appreciation for

synthetic futures contracts.

h) Swaps: The Funds entered into interest rate, total return and credit default swaps
primarily to preserve a return or spread on a particular investment or portion of
their portfolio. The Funds may also enter into currency and index swaps to protect
against currency fluctuations, as a duration management technique or to protect
against any increase in the price of securities the Funds anticipate purchasing at a
later date. Interest rate swaps involve the exchange with another party of their
respective commitments to pay or receive interest, for example, an exchange of
floating rate payments for fixed rate payments with respect to a notional amount of
principal. A currency swap is an agreement to exchange cash flows on a notional
amount of two or more currencies based on the relative value differential among
them and an index swap is an agreement to swap cash flows on a notional amount
based on changes in the values of the reference indices. A total return swap is an
agreement to exchange the return on a stock, bond or index for a fixed or variable
financing charge. A credit default swap is an agreement between two counterparties
that allows one party to be “long” a third-party credit risk, and the other party to be
“short” the credit risk. Credit default swaps are designed to transfer the credit
exposure of fixed income products between parties.

The Funds will usually enter into swaps on a net basis, that is, the two payment
streams are netted out in a cash settlement on the payment date or dates specified in
the instrument, with a Fund receiving or paying, as the case may be, only the net
amount of the two payments. In as much as these swaps are entered into for good
faith hedging purposes, the investment adviser believes such obligations do not
constitute senior securities under the 1940 Act, and, accordingly, will not treat them
as being subject to its borrowing restrictions. The Funds will not enter into any
swap transaction unless, at the time of entering into such transaction, the unsecured
long-term debt of the counterparty, combined with any credit enhancements on
the swap contracts, is rated at least A by Standard & Poor’s (S&P) or Moody’s or has
an equivalent rating from a Nationally Recognized Statistical Rating Organization
(“NRSRO?”) or is determined to be of equivalent credit quality by the investment
adviser. If there is a default by the counterparty, the Funds may have contractual

remedies pursuant to the agreements related to the transaction.
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Entering into swap agreements involves, to varying degrees, elements of credit and
market risk in excess of the amounts recognized on the Statements of Assets and
Liabilities. Such risks involve the possibility that there will be no liquid market for
these agreements, that the counterparty to the agreements may default on its
obligation to perform and that there may be unfavorable changes in the value of the
index or securities underlying the agreement. The Funds’ maximum risk of loss
from couterparty risk related to swaps is the fair value of the contract. This risk is
mitigated by having a master netting agreement between the Funds and the
counterparties and by the posting of collateral by the counterparties to the Funds

to cover the Funds’ exposure to the counterparty.

Certain Funds hold derivative instruments which contain credit-risk-related con-
tingent provisions. If the Fund’s net assets were to fall below certain thresholds from
the prior fiscal year net assets, it would be in violation of these provisions, and the
counterparties to the derivative instruments could request immediate payment or
demand immediate and ongoing full overnight collateralization on derivative
instruments in net liability positions. The aggregate fair value of all derivative
instruments with credit-risk-related contingent features that are in a liability posi-
tion on October 31, 2011, is $7,358,273 for which the Global High Income Fund
has pledged collateral of $4,910,000 in the normal course of business.

i) Securities lending: Global Equity Fund, International Equity Fund, International
Equity Fund II, U.S. Microcap Fund, U.S. Smallcap Fund, U.S. Midcap Fund and
U.S. Multicap Fund have established securities lending agreements with State Street
Bank and Trust Company (“State Street”) in which the Funds lend portfolio
securities to a broker. In exchange, collateral consisting of either cash or U.S. gov-
ernment securities in an amount of at least 102% of the value of the U.S. securities
loaned and 105% of the value of the foreign securities loaned will be maintained at
all times. These Funds may loan securities to brokers, dealers, and financial
institutions determined by Artio Global Management LLC, (“Artio Global” or
“Adviser”) to be creditworthy, subject to certain limitations. Under these agree-
ments, these Funds continue to earn income on the securities loaned. Collateral
received is generally cash, and such Funds invest the cash in the State Street
Navigator Securities Lending Prime Portfolio. These Funds receive any interest
on the amount invested, but they must also pay the broker a loan rebate fee
computed as a varying percentage of the collateral received. In the event of
counterparty default, these Funds are subject to potential loss if any such Fund
is delayed or prevented from exercising its right to dispose of the collateral. These
Funds each bear risk in the event that invested collateral is not sufficient to meet

obligations due on the loans.

236 Artio Global Funds | 2011 Annual Report


%%TRANSMSG*** Transmitting Job: B88448 PCN: 801023600 ***%%PCMSG|236    |00005|Yes|No|12/20/2011 05:50|0|0|Page is valid, no graphics -- Color: D|


The security lending income net of the loan rebate fee for the Global Equity Fund,
International Equity Fund and the International Equity Fund II, amounted to
$23,281, $4,902,780 and $4,825,409, respectively, for the year ended October 31,
2011 and is included in securities lending income in the Statement of Operations.

As of October 31, 2011, the Funds had no securities on loan.

j) Securities transactions and investment income: Securities transactions are recorded as
of the trade date. Realized gains and losses from securities transactions are recorded
on the identified cost basis. Interest income is recorded on an accrual basis and
includes amortization and accretion of bond premiums and discounts, respectively,
using the effective interest method. Dividend income is recorded in the Statement
of Operations on the ex-dividend date or when the Funds become aware of the
dividend distribution in the case of certain foreign securities. It is expected that
certain capital gains earned by the Funds and certain dividends and interest received
by the Funds will be subject to foreign withholding taxes.

The Funds are subject to an Imposto sobre Operacoes Financeiras (IOF) transaction
tax levied by the Brazilian government on certain foreign exchange transactions
related to security transactions executed across Brazilian exchanges. The IOF tax has
been included in net realized gain (loss) from foreign currency transactions in the

Statement of Operations.

k) Dividends and distributions to shareholders: Distributions to shareholders are
recorded on the ex-dividend date. Each Fund intends to distribute annually to
its shareholders substantially all of its taxable income. Total Return Bond Fund,
Global High Income Fund, and Local Emerging Markets Debt Fund declare and
pay dividends monthly. International Equity Fund, International Equity Fund II,
Global Equity Fund, U.S. Microcap Fund, U.S. Smallcap Fund, U.S. Midcap Fund
and U.S. Multicap Fund declare and pay dividends from net investment income, if
any, annually. The Funds will distribute net realized capital gains, if any, annually.
Additional distributions of net investment income and capital gains may be made at
the discretion of the Boards of the Funds to avoid the application of the excise tax
imposed under Section 4982 of the Internal Revenue Code of 1986, as amended,
for certain undistributed amounts. Income distributions and capital gain distribu-
tions are determined in accordance with income tax regulations which may differ
from generally accepted accounting principles. These differences are primarily due
to differing treatments of income and gains on various investment securities held by
the Funds, timing differences and differing characterization of distributions made by
the Funds as a whole.
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I) Federal income taxes: The Global Equity Fund and the Trust intend that each
Fund separately qualify as a regulated investment company for U.S. federal income
tax purposes. Accordingly, the Funds do not anticipate that any income taxes will be

paid.

The Adviser has performed an analysis of each Fund’s tax positions for all open tax
years as of October 31, 2011 and has concluded that no provisions for income tax
are required. The Adviser is not aware of any events that are reasonably possible to
occur in the next twelve months that would result in the amounts of any unrec-
ognized tax benefits significantly increasing or decreasing for the Funds. However,
management’s conclusions regarding tax positions taken may be subject to review
and adjustment at a later date based on factors including, but not limited to, new tax
laws and accounting regulations and interpretations thereof. The Funds’ income
and excise tax returns and all financial records supporting those returns for the prior
three fiscal years are subject to examination by the federal, Massachusetts and

Maryland revenue authorities.

3. Investment Advisory Fee and Other Transactions

Artio Global serves as the Funds’ investment adviser. Artio Global receives advisory

fees, based on average net assets, at the following rates:

Global Equity Fund 0.90%
International Equity Fund 0.90% of the first $7.5 billion
0.88% of the next $2.5 billion
0.85% of any in excess of $10 billion
International Equity Fund Il 0.90% of the first $7.5 billion
0.88% of the next $2.5 billion
0.85% of any in excess of $10 billion

Total Return Bond Fund 0.35%
Global High Income Fund 0.65%
Local Emerging Markets Debt Fund 0.70%
U.S. Microcap Fund 1.25%
U.S. Smallcap Fund 0.95%
U.S. Midcap Fund 0.80%
U.S. Multicap Fund 0.75%

Effective May 1, 2008, the Adviser agreed to waive a portion of its management fee
for each of the Funds, except Local Emerging Markets Debt Fund, at the annual rate
of 0.005% of the respective Funds’ average daily net assets. This waiver may be
terminated at any time by the Funds’ Boards.

The Adviser has contractually agreed to reimburse certain expenses of the Funds
through February 29, 2012, so that the net operating expenses of each Fund

(excluding interest, taxes, brokerage commissions, and extraordinary expenses)
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based on average daily net assets are limited (the “Expense Limit”) as specified in the
table below. Any Fund with a reimbursement plan has agreed to allow the Adviser to
recoup expenses reimbursed to each Fund provided that repayment does not cause
each of the Fund’s annual operating expenses to exceed the Expense Limit in place
at the time of the reimbursement. Any such recoupment must be made within three
years after the year in which the Adviser incurred the expense. The table below
specifies the reimbursement made to each Fund by the Adviser for the year ended
October 31, 2011 and the Adviser’s potential recoupment as of October 31, 2011.

Total

Expenses Expenses Total
Expense Eligible for E_xp;nsesd Recoqpe&i IE_xpglns?
Limitations Recoupment - Reimbursed- or Expired - Eligible for

Beginning Current Current  Recoupment -
Class A Class | of Period Period Period  October 31, 2011

Global Equity Fund 1.40% 1.15%  $721,739 $174,227  §(255,173) $640,793
Total Return Bond Fund 0.69% 0.44% 216,914 72,703 (206,305) 83,312
Global High Income Fund 1.00% 0.75% 114,889 162,382 (108,448) 168,823
Local Emerging Markets Debt Fund 1.20% 0.93% — 161,914 — 161,914
U.S. Microcap Fund 1.80% 1.50% 289,321 75,838 (113,400) 251,759
U.S. Smallcap Fund 150% 1.20% 233275 255,504 (115,741) 373,038
U.S. Midcap Fund 135% 1.05% 274,598 85566 (105,181) 254,983
U.S. Multicap Fund 130% 1.00% 275920 81,410 (107,874) 249,456

The expenses eligible for recoupment at October 31, 2011 are set to expire as

follows:

Expire

Amount  October 31,
Global Equity Fund $240,207 2012
226,359 2013
116,491 2014
Total Return Bond Fund § - 2012
10,609 2013
32,938 2014
Global High Income Fund $ 6,441 2012
— 2013
129,674 2014
Local Emerging Markets Debt Fund $ — 2012
— 2013
161,914 2014
U.S. Microcap Fund $ 95,281 2012
80,640 2013
67,218 2014
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Expire
Amount  October 31,

U.S. Smallcap Fund $ 89,482 2012
28,052 2013
255,504 2014
U.S. Midcap Fund $ 87,914 2012
81,503 2013
76,435 2014
U.S. Multicap Fund $ 91,048 2012
76,998 2013
72,360 2014

The Funds listed below have entered into an agreement with State Street Global
Markets, LLC whereby certain brokers will rebate, in cash, a portion of brokerage
commissions. Rebated commissions are amounts earned by the Funds and are
included with realized gain or loss on investment transactions presented in the
Statement of Operations. For the year ended October 31, 2011, brokerage com-

missions rebated under these agreements were as follows:

Rebated

Commissions
Global Equity Fund § 84
International Equity Fund 205,808

International Equity Fund Il 201,716
U.S. Microcap Fund —
U.S. Smallcap Fund —
U.S. Midcap Fund —
U.S. Multicap Fund —

The Funds entered into expense offset arrangements as part of their custody
agreement with State Street. Under this agreement, the custody fees for the Global
Equity Fund, International Equity Fund, International Equity Fund II, Total
Return Bond Fund, Global High Income Fund, Local Emerging Markets Debt
Fund, U.S. Microcap Fund, U.S. Smallcap Fund, U.S. Midcap Fund and U.S. Multi-
cap Fund were reduced by $69, $56,058, $59,670, $16,825, $432,471, $8,351, $4,
$4, $16 and $11 respectively, for the year ended October 31, 2011 due to earnings
credits on cash balances maintained by the Funds in foreign sub-custodial accounts.
These amounts may vary significantly over time based on the Adviser’s decisions
regarding cash positions held in the Funds and current interest rates.
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4. Distribution and Shareholder Services Plans

The Funds have adopted a Distribution and Shareholder Services Plan (the “Plan”),
pursuant to Rule 12b-1 under the 1940 Act. Under the Plan each Fund’s Class A
shares may compensate certain financial institutions, including the Distributor, for
certain distribution, shareholder servicing, administrative and accounting services.
The Funds’ Class A shares may expend an aggregate amount, on an annual basis, not
to exceed 0.25% of the value of the average daily net assets of a Fund attributable to
Class A shares. The Funds will adjust accruals accordingly for any unused or
surplus balances on an annual basis. The Adviser may pay additional marketing and
other distribution costs out of its profits.

Quasar Distributors, LLC (“Quasar” or “Distributor”) is the Distributor of the
Funds’ shares.

Under its terms, the Funds’ Plan shall remain in effect from year to year, provided
such continuance is approved annually by a vote of a majority of the Boards’
members and a majority of those Boards’ members who are not “interested persons”
of the Funds and who have no direct or indirect financial interest in the operation of
the Plan or in any agreement related to the Plan.

The International Equity Fund is closed to new shareholders (at the account level).
As a result, all 12b-1 payments made by the International Equity Fund are only to
compensate certain financial intermediaries for shareholder servicing and/or asset

retention.

5. Derivative Instruments
a) Financial futures contracts:

The following financial futures contracts were outstanding as of October 31, 2011:

Notional
Current Net
Expiration Fair Unrealized
Date Contracts  Description Position Value Appreciation
International Equity Fund
12 124 Dax Index Futures Long $26,686,975  §1,350,555
121 1,661 Euro Stoxx 50 Index Futures Long 55,324,270 1,672,483
International Equity Fund Il
12 66 Dax Index Futures Long $14,204,358  § 718,844
121 1,179 Euro Stoxx 50 Index Futures Long 39,269,906 1,241,458
Local Emerging Markets Debt Fund
12M 5 10-Year U.S. Treasury Note Futures Long $ 645312 § 1,552
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b) Written Options: The Funds did not invest in written options during the year
ended October 31, 2011.

¢) Swaps: The Global High Income Fund entered into the following swap trans-
actions as of October 31, 2011:

Global High Income Fund
Credit Default Swaps-Buy Protection

Notional Expiration Annual Deliverable Fair
Amount Currency  Date Counterparty Premium on Default Value
13,680,000 USD  09/20/2013 Goldman Sachs 5.000% K. Hovnanian Enterprises §3,861,733
$3,861,733
Upfront Payments §3,522,604
Credit Default Swaps-Sell Protection(1)

Upfront Net

Fixed-Deal Original ~ Current  Premiums Unrealized
Reference Received Maturity Notional ~ Notional ~ Paid/ Fair  Appreciation/
Obligation Rate Date  Counterparty ~ Amount Amount (2) (Received) Value (3) (Depreciation)
Grohe Holding 5.00%  09/2012015 UBS AG § 5935000 § 5935000 § (945,724)$ (754,555) § 191,169

Gmbh(T)

Bombardier(T) 1.00%  06/20/2016 Deutsche Bank 14,350,000 14,350,000  (732,983) (1,642,95)  (909,973)

C(DX.NAHY-16(T)  5.00%  06/20/2016 JPMorgan Chase 8,000,000 8,000,000  (345,000) (219,906) 125,093
Bank N.A.

COXNAHY-17(T) - 5.00%  12/20/2016 JPMorgan Chase 64,155,000 58,840,000 (5,658,215) (3,211,354) 2,446,861
Bank N.A.

Grohe Holding 5.00%  12/20/2016 Deutsche Bank 4320000 4,320,000 (643,477) (764,751)  (121,274)

Gmbh(T)

Grohe Holding 5.00%  12/20/2016 UBS AG 4320000 4,320,000 (689,440) (764,751) (75311)
Gmbh(T)
Dish DBS(T) 5.00%  12/2012016 JPMorgan Chase 3,730,000 3,730,000 135989 194,574 58,585
Bank N.A.
Dish DBS(T) 5.00%  12/20/2016 UBS AG 29,390,000 29,390,000 1,113,850 1,532,711 418,862
$134,200,000 §(7,765,000) $(5,630,988)  $2,134,012

(T) The Fund entered into this contract for speculative purposes.

(1) If the Fund is a seller of protection and a credit event occurs, as defined under the terms of that particular
swap agreement, the Fund will either (i) pay to the buyer of protection an amount equal to the notional
amount of the swap and take delivery of the referenced obligation or underlying securities comprising the
referenced index or (ii) pay a net settlement amount in the form of cash or securities equal to the notional
amount of the swap less the recovery value of the referenced obligation or underlying securities comprising
the referenced index.

(2) The maximum potential amount the Portfolio could be required to make as a seller of credit protection or
receive as a buyer of credit event as defined under the terms of that particular swap agreement.
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(3) The quoted market prices and resulting values for credit default swap agreements on asset-backed securities
and credit indlices serve as an indicator of the current status of the payment/performance risk and represent
the expected amount paid or received for the credit derivative if the amount of the swap agreement was
closed/sold as of the period end. Increasing market values, in absolute terms when compared to the notional
amount of the swap, represent a deterioration of the referenced entity’s credit soundness and a greater
likelihood or risk of default or other credit event occurring as defined under the terms of the agreements.

d) Quantitative Disclosure of Derivative Holdings: Funds use derivatives, which are

financial contracts whose value depends on, or is derived from, the value of

underlying assets, reference rates, or indices, to increase, decrease or adjust elements
of the investment exposure of the Funds’ portfolios. Derivatives relate to securities,
interest rates, exchange rates, inflation rates, commodities and indices, and include
swaps and exchange traded and over-the-counter contracts. As of and for the year

ended October 31, 2011, derivative summary tables for each Fund are as follows:

Global Equity Fund

Asset Derivatives

Foreign
Statement of Interest Rate Exchange Credit  Equity Commodity  Other
Assets and Liabilities ~ Contracts  Contracts Contracts Contracts Contracts Contracts

Location Risk Risk Risk Risk Risk Risk ~ Total
Forward Contracts Unrealized appreciation §— W3 — §— — §— 4379
on forward foreign
exchange contracts
Total Value §— $413719  §— §— §— §—  §41,379
Liability Derivatives
Foreign

Statement of ~ Interest Rate Exchange Credit  Equity Commodity Other
Assets and Liabilities ~ Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk  Total

Forward Contracts Unrealized depreciation §— §98325  §— §— §— §—  $98325
on forward foreign
exchange contracts

Total Value §— §98325  §— §— §— §—  §98325

Realized Gain (Loss)

Foreign
Statement of  Interest Rate Exchar?ge Credit  Equity Commodity Other
Operations Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Rights Investments — 5 = = F 3 — § 3
Futures Contracts Financial futures — - = (97,364) — — (97364)
contracts and synthetic
futures
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Foreign
Statement of  Interest Rate Exchange Credit  Equity Commodity Other

Operations Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts Forward foreign §— §0471254) $— 0§ —  — §—  §(247,254)

exchange contracts

Total Realized Gain
(Loss) S— S5 S— 891360 - §—  §(344619)

Change in Appreciation (Depreciation)

Foreign
Statement of  Interest Rate Exchange Credit  Equity Commodity ~Other
Operations Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk  Total
Forward Contracts Forward foreign exchange §— §(5,038)  $— §— §— §— 35,038
contracts
Total Change in
Appreciation
(Depreciation) §— §5,038)  $— §— §— —  §(5,039)

Number of Contracts, Notional Amounts, Fair Value or Shares/Units

Foreign
Interest Rate Exchange Credit ~ Equity Commodity  Other
Contracts  Contracts Contracts Contracts Contracts Contracts
Risk Risk Risk Risk Risk Risk Total

Rights (1) — - - 4737 — — 4731
Forward Contracts (2) — 2988989  — — — — 2,988,989

(1) Volume of derivative activity is based on an average of month-end shares outstanding during the period.
(2) Volume of derivative activity is based on an average of notional amounts outstanding during the period.

International Equity Fund

Asset Derivatives

Foreign
Statement of Interest Rate Exchange Credit  Equity Commodity Other
Assets and Liabilities  Contracts  Contracts Contracts Contracts Contracts Contracts

Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts Unrealized appreciation §— §712895%8  §— §— §— §—  $7,128958
on forward foreign
exchange contracts
Total Value §— §7,1289%8  §— §— §— §—  $7,128958
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Liability Derivatives

Statement of

Foreign

Assetsand Interest Rate Exchange  Credit ~ Equity Commodity Other
Liabilities Contracts ~ Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts ~ Unrealized §— §2143673  $— ¢ e §—  $22,143673
depreciation on
forward foreign
exchange contracts
Futures Contracts (1) Daily variation margin — —  — 4836497 — — 4,836,497
on open financials
futures contracts
Total Value — §22,143673  $—  §4836497  $— §— 526,980,170
Realized Gain (Loss)
Foreign
Statement of  Interest Rate Exchange  Credit Equity  Commodity ~ Other
Operations Contracts  Contracts Contracts Contracts  Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Rights Investments — — = 5 nm - S— 5 7%
Swaps Contracts ~ Swap contracts - - = (8,423,093) — — (8,423,093)
Futures Contracts ~ Financial futures - — (26,052,474) — — (26,052,474)
contracts and
synthetic futures
Forward Contracts ~ Forward foreign - (66,543,463) — - — — (66,543,463)
exchange contracts
Total Realized Gain
(Loss) §— §(66,543,463)  S—  $(34.463773)  $— §—  $(101,007,236)
Change in Appreciation (Depreciation)
Foreign
Statement of Interest Rate Exchange  Credit  Equity ~Commodity ~ Other
Operations Contracts ~ Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Futures Contracts ~ Financial futures — — = $30308  $— §—  §3,023,038
contracts and
synthetic futures
Forward Contracts ~~ Forward foreign — 39292934 — — — — 3929934
exchange contracts
Total Change in
Appreciation
(Depreciation) f— §39292934  $—  §302308  $— §— 42315972
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Number of Contracts, Notional Amounts, Fair Value or Shares/Units

Foreign
Interest Rate Exchange  Credit ~ Equity ~Commodity ~ Other
Contracts  Contracts Contracts Contracts Contracts Contracts

Risk Risk Risk Risk Risk Risk Total
Rights (2) — - = 2803297 — — 2,803,297
Swaps Contracts (3) — - - 1855458 — — 1,855,458
Futures Contracts - Long (3) — - = 6,834,270 — — 6,834,270
Futures Contracts - Short (3) — —  — (51339189 — —  (51,339,189)
Forward Contracts (3) — 816,843,744  — - = — 816,843,744

(1) Cumulative appreciation (depreciation) on futures contracts is reported within the Notes to Financial
Statements under the ‘Financials futures contracts’ section. Only current day’s variation margin, if any, is
reported within the Statement of Assets and Liabilities.

(2) Volume of derivative activity is based on an average of month-end shares outstanding during the period.

(3) Volume of derivative activity is based on an average of notional amounts outstanding during the period.

International Equity Fund II

Asset Derivatives

Foreign
Statement of  Interest Rate Exchange  Credit  Equity Commodity Other
Assets and Liabilities  Contracts  Contracts Contracts Contracts Contracts Contracts

Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts Unrealized appreciation §— 6,508,031  $— §— §— §—  $6,508,031
on forward foreign
exchange contracts
Total Value §— $6,508,031  $— §— §— §—  $6,508,031

Liability Derivatives

Statement of Foreign

Assetsand  Interest Rate Exchange  Credit  Equity Commodity Other

Liabilities Contracts ~ Contracts Contracts Contracts Contracts Contracts

Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts  Unrealized f— 80103316 S— § - = §—  $20,103,316

depreciation on
forward foreign
exchange contracts
Futures Contracts (1)~ Dally variation margin — —  — 4155738 — — 4,155,738
on open financials
futures contracts

Total Value §—  §20103316 §

4155738 §— §—  $24,250,054
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Realized Gain (Loss)

Foreign
Statement of Interest Rate Exchange  Credit  Equity ~ Commodity Other
Operations Contracts  Contracts Contracts Contracts  Contracts Contracts

Location Risk Risk Risk Risk Risk Risk Total
Rights Investments — 9 - = 652 $— —  § 652
Swaps Contracts  Swap contracts — - - (1730441) — — (7,730,441)
Futures Contracts  Finandial futures — — = (B3 — — (B75117)
contracts and
synthetic futures
Forward Contracts ~ Forward foreign — (59702,973) — — — — (59,702,973
exchange contracts
Total Realized Gain
(Loss) §—  §(59,702973)  §—  §(31.486,966) $— §—  §(91,189,939)
Change in Appreciation (Depreciation)
Foreign
Statement of Interest Rate Exchange  Credit  Equity ~Commodity ~ Other
Operations Contracts ~ Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Futures Contracts Financial futures §— § — = $1960302  $— §— §1960,302
contracts and
synthetic futures
Forward Contracts ~ Forward foreign — 34,498,361 — — — — 34,498,361
exchange contracts
Total Change in
Appreciation
(Depreciation) — §34,498361  $—  §1,960,302 §— §—  $36,458,663

Number of Contracts, Notional Amounts, Fair Value or Shares/Units

Foreign
Interest Rate Exchange  Credit ~ Equity Commodity ~Other
Contracts  Contracts Contracts Contracts Contracts Contracts
Risk Risk Risk Risk Risk Risk Total

Rights (2) — - - 946,376 — — 946,376
Swaps Contracts (3) — - - 1,718,985 — — 1,718,985
Futures Contracts - Long (3) — - - 445,189  — — 4,456,189
Futures Contracts - Short (3) — — = (47862193 — —  (47,.862,193)
Forward Contracts (3) — 751631691 — — — — 751,631,691

(1) Cumulative appreciation (depreciation) on futures contracts is reported within the Notes to Financial
Statements under the ‘Financials futures contracts’ section. Only current day’s variation margin, if any, is
reported within the Statement of Assets and Liabilities.

(2) Volume of derivative activity is based on an average of month-end shares outstanding during the period.

(3) Volume of derivative activity is based on an average of notional amounts outstanding during the period.
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Total Return Bond Fund

Asset Derivatives

Statement of
Assets and Liabilities

Foreign

Interest Rate Exchange Credit  Equity Commodity Other
Contracts  Contracts Contracts Contracts Contracts Contracts

Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts Unrealized appreciation — 2816661  §— §— — §—  $2.816,661
on forward foreign
exchange contracts
Total Value S—  S2816661  S— — — $—  $2,816,661
Liability Derivatives
Statement of Foreign
Assets and Interest Rate Exchange  Credit ~ Equity Commodity Other
Liabilities Contracts ~ Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts ~ Unrealized §— 10,536,872 §— §— — §—  $10,536,872
depreciation on
forward foreign
exchange contracts
Total Value S—  $1053%6812  §— §— — §—  $10536872
Realized Gain (Loss)
Foreign
Statement of Interest Rate Exchange  Credit  Equity Commodity Other
Operations Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Futures Contracts~ Financial futures §1,282,691 - = §— — S— §1,280691
contracts and
synthetic futures
Forward Contracts ~ Forward foreign — 15532818  — — — — 15532878
exchange contracts
Total Realized Gain
(Loss) §1,282,691 $155328718  §— §— — §—  $16815,569
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Change in Appreciation (Depreciation)

Foreign

Statement of  Interest Rate Exchange  Credit  Equity Commodity ~Other

Operations Contracts ~ Contracts Contracts Contracts Contracts Contracts

Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts ~ Forward foreign §— §(5,620974)  $— §— §— §—  $(5620,974)

exchange contracts

Total Change in
Appreciation
(Depreciation) S—  §(560974)  $— §— — §—  §(5,620,974)

Number of Contracts, Notional Amounts, Fair Value or Shares/Units

Foreign
Interest Rate Exchange  Credit ~ Equity Commodity Other
Contracts  Contracts Contracts Contracts Contracts Contracts

Risk Risk Risk Risk Risk Risk Total
Futures Contracts - Long (1) 7,400,016 - = - — — 7,400,016
Futures Contracts - Short (1) (3,818,225) - = — — — (3,818,225)
Forward Contracts (1) — 39599%34 — — — —  395,99%,324

(1) Volume of derivative activity is based on an average of notional amounts outstanding during the period.

Global High Income Fund

Asset Derivatives

Statement of Foreign
Assets and Interest Rate Exchange  Credit  Equity Commodity Other
Liabilities Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Swaps Contracts Open swap — 5 — $5589018  §— — §—  §5589,018
agreements, at fair
value
Forward Contracts ~ Unrealized — 7,367,680 - - . — 7,367,680
appreciation on
forward foreign
exchange contracts
Total Value S—  §7367,680 $5589018  $— — §—  $12,956,698
Liability Derivatives
Statement of Foreign
Assetsand Interest Rate Exchange  Credit  Equity Commodity Other
Liabilities Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Swaps Contracts Open swap §— § — §73%8273  $— §— §—  §7358273
agreements, at fair
value
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Statement of Foreign
Assets and Interest Rate Exchange  Credit  Equity Commodity ~ Other

Liabilities Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts ~ Unrealized §— §4,595,258 § - = — §—  § 4555258
depreciation on
forward foreign
exchange contracts
Total Value §— §4,555,258 $7358,2713  $— — §—  §11,913,531

Realized Gain (Loss)

Foreign
Statement of  Interest Rate Exchange  Credit  Equity Commodity Other
Operations Contracts ~ Contracts Contracts Contracts Contracts Contracts

Location Risk Risk Risk Risk Risk Risk Total
Swaps Contracts ~~ Swap contracts — — §1873832  $— §— §— 5 1873832
Forward Contracts ~ Forward foreign — (26,553,023) - - — — (26,593,023

exchange contracts

Total Realized Gain
(Loss) §—  $026553,003) $1873,832  $— §— §—  §(24,679,191)

Change in Appreciation (Depreciation)

Foreign
Statement of Interest Rate Exchange  Credit ~ Equity Commodity ~Other
Operations Contracts ~ Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Swaps Contracts Swap contracts §— § — §(5924309 $— §— §—  $(5924,309)
Forward Contracts ~ Forward foreign - 18,453,001 - = — — 18,453,001
exchange contracts
Total Change in
Appreciation
(Depreciation) S—  $18453,001 §(5924309 $— — S—  §1252869
Number of Contracts, Notional Amounts, Fair Value or Shares/Units
Foreign
Interest Rate Exchange  Credit  Equity Commodity Other
Contracts  Contracts Contracts Contracts Contracts Contracts
Risk Risk Risk Risk Risk Risk Total
Swaps Contracts (1) 4,575,000 — 72897917  — — — 71472917
Forward Contracts (1) — 510,786,751 - - - — 510,786,751

(1) Volume of derivative activity is based on an average of notional amounts outstanding during the period.
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Local Emerging Markets Debt Fund

Asset Derivatives

Foreign
Statement of  Interest Rate Exchange Credit  Equity Commodity Other
Assets and Liabilities ~ Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total

Forward Contracts Unrealized appreciation § — 3485 $— — — § §234,855
on forward foreign

exchange contracts

Futures Contracts (1)~ Daily variation marginon 1,552 - = - - - 155
open financials futures
contracts
Total Value §1552  $348%  $— — — S—  §236407
Liability Derivatives
Foreign
Statement of Interest Rate Exchange Credit  Equity Commodity Other
Assets and Liabilities ~ Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Forward Contracts Unrealized depreciation §— §295838  $— §— — §—  $295838
on forward foreign
exchange contracts
Total Value — 195838 $— — — S—  §295838
Realized Gain (Loss)
Foreign
Statement of  Interest Rate Exchange (Credit  Equity Commodity Other
Operations Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk Total
Futures Contracts Finandial futures §879 § —  §— §— §— S— §28709
contracts and synthetic
futures
Forward Contracts Forward foreign — 346,702 — - — - 346,702
exchange contracts
Total Realized Gain
(Loss) 28729  $346,700  $— §— — §—  §375431
Change in Appreciation (Depreciation)
Foreign
Statement of Interest Rate Exchange Credit  Equity Commodity Other
Operations Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk  Total
Futures Contracts Financial futures §15%  § — = §— §— §— 5 1552
contracts and synthetic
futures
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Foreign
Statement of  Interest Rate Exchange Credit  Equity Commodity Other

Operations Contracts  Contracts Contracts Contracts Contracts Contracts
Location Risk Risk Risk Risk Risk Risk  Total
Forward Contracts Forward foreign § —  §(59663) $— §— f— §—  §(59,663)

exchange contracts

Total Change in
Appreciation
(Depreciation) §1552  §(59663)  §— §— — §—  §(%8111)

Number of Contracts, Notional Amounts, Fair Value or Shares/Units

Foreign
Interest Rate Exchange Credit ~ Equity Commodity ~Other
Contracts  Contracts Contracts Contracts Contracts Contracts
Risk Risk Risk Risk Risk Risk Total

Futures Contracts - Long (2) 530,170 - - . — — 530,170
Forward Contracts (2) — 156936 — — — —  7546,936

(1) Cumulative appreciation (depreciation) on futures contracts is reported within the Notes to Financial
Statements under the ‘Financials futures contracts’ section. Only current day’s variation margin, if any, is
reported within the Statement of Assets and Liabilities.

(2) Volume of derivative activity is based on an average of notional amounts outstanding during the period.

6. Purchases and Sales of Securities

Cost of purchases and proceeds from sales of securities, excluding short-term

investments, during the year ended October 31, 2011 were as follows:

Cost of Proceeds

Purchases From Sales
Global Equity Fund $ 81,224,036 $ 109,323,035
International Equity Fund 3,342,543,991  6,841,083,721
International Equity Fund Il 3,783,951,218  7,087,266,886
Total Return Bond Fund 3,356,075,784  3,201,871,125
Global High Income Fund 2,807,063,922  2,456,620,705
Local Emerging Markets Debt Fund 22,108,352 4,283,813
U.S. Microcap Fund 36,630,057 35,680,028
U.S. Smallcap Fund 167,411,081 171,807,300
U.S. Midcap Fund 11,210,197 14,125,370
U.S. Multicap Fund 11,822,286 17,117,587

Cost of purchases and proceeds from sales of long-term U.S. Government securities
during the year ended October 31, 2011 were $1,930,224,782 and $1,861,284,805,
and $2,004,664 and $0, respectively, for the Total Return Bond Fund and Local
Emerging Markets Debt Fund.
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At October 31, 2011, net unrealized appreciation/depreciation for federal income

tax purposes is comprised of the following components:

Tax Basis
Federal Gross Gross Net Unrealized
Income Tax  Unrealized Unrealized  Appreciation
Cost Appreciation Depreciation  (Depreciation)

Global Equity Fund $ 46,770,420 $ 2345083 §  (4319,677) $ (1,974,59)
International Equity Fund 5,969,440,307 728,408,209  (1,106,769,279)  (378,361,070)
International Equity Fund Il 4,711,071,640 431,071,010 (461, 088 ,806)  (30,017,796)
Total Return Bond Fund 1,900,517,011 54,710,680 (11,312,755) 43,397,925
Global High Income Fund 3,321,802,363 84,985,070 (1 36 042,920)  (51,057,850)
Local Emerging Markets Debt

Fund 24,179,433 229,388 (872,272) (642,884)
U.S. Microcap Fund 13,068,858 928,389 (1,257,598) (329,209)
U.S. Smallcap Fund 84,511,976 7,279,008 (7,290,901) (11,893)
U.S. Midcap Fund 4,439,833 654,562 (132,334) 522,228
U.S. Multicap Fund 3,960,581 542,564 (239,204) 303,360

7. Investments in Affiliated Issuers

An affiliated issuer, as defined under 1940 Act, is one in which a Fund’s holdings of
an issuer represents 5% or more of the outstanding voting securities of the issuer. A
summary of Funds’ investments in securities of these issuers for the year ended
October 31, 2011, is set forth below:

Shares Held Purchases Sales Dividend Fair Value

Affiliate October 31, 2011  (Cost)  (Proceeds) Income October 31, 2011
International Equity Fund
AIK Banka AD 435,667  $16,029,341 § — $ 191,248 § 10,696,160
Bank of Georgia

Sponsored GDR 1,606,688 — 11,494,078 366,510 20,438,320
Cemacon SA 14,619,597 — — — 326,281
Chelindbank 0JSC 53,536,950 — — 112453 4,282,956
Chimimport AD 10,693,367 — — — 13,520,174
Chimimport AD

Preferred 6,416,021 — — 883,122 9,603,671
Davento PLC GDR 5,006,914 — — — 5,084,090
DZI Insurance 239,061 — 5775177 4,734,112 12,037,436
Holcim Russia 656,887 — — — 35,445,596
Impact Developer

& Contractor 16,912,495 — — — 1,124,829
LEV Insurance 4,078,860 — — — 3,228,649
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Shares Held Purchases Sales Dividend Fair Value

Affiliate October 31, 2011  (Cost)  (Proceeds) Income October 31, 2011
NAXS Nordic

Access Buyout

Fund 1,465,000 § — 9% 71210 § — $ 5637359
Siderurgica

Venezolana

Sivensa 2,847,910 — — 662,684 2,434,509
Sparki Eltos

Lovetch 1,397,011 — 29,736 — 1,012,666
Toza Markovic ad

Kikinda 78,160 — — — 2,604,254
Ukrinbank 1,153,346,022 — — — 1,440,872

$128,917,822

8. Shares of Beneficial Interest

The Global Equity Fund may issue 50,000,000,000 shares of beneficial interest with

a par value of $.001 per share. The Trust may issue an unlimited number of shares of

beneficial interest of each Fund, with a par value of $.001 per share. Changes in

outstanding shares of beneficial interest of the Funds were as follows:

Year Ended Year Ended
October 31, 2011 October 31, 2010

Shares Amount Shares Amount
Global Equity Fund
Class A
Sold 41542 § 1,558,350 44527 § 1,555,984
Issued as reinvestment of dividends — — 12,289 427,401
Redeemed (75,146)  (2,848,550) (265,536)  (8,991,108)
Net increase (decrease) (33,604) $ (1,290,200) (208,720) $ (7,007,723)
Class |
Sold 253,362 $ 9,747,908 626,379 § 21,457,884
Issued as reinvestment of dividends 2,079 81,615 38,714 1,354,987
Redeemed (889,659)  (33,779,823) (478,550)  (16,280,465)
Net increase (decrease) (634,218) $(23,950,300) 186,543 $ 6,532,406
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Year Ended
October 31, 2011

Year Ended
October 31, 2010

Shares Amount Shares Amount

International Equity Fund
Class A
Sold 6,444,212 ' § 182,378,660 10,426,670 § 284,001,164
Issued as reinvestment of

dividends 2,070,928 60,491,810 10,959,643 304,130,078
Redeemed (52,527,593)  (1,502,926,212) (48,416,598) (1,318,136,727)
Net increase (decrease) (44,012,453)  $(1,260,055,742) (27,030,285) § (730,005,485)
Class |
Sold 20,811,425 § 611,136,339 24,606,930 $ 685,401,750
Issued as reinvestment of

dividends 3,334,623 99,772,000 14,348,483 407,783,876
Redeemed (73,178,035)  (2,092,546,387) (64,771,008)  (1,794,595,216)
Net increase (decrease) (49,031,987) $(1,381,638,048) (25,815,595) § (701,409,590)

Year Ended Year Ended
October 31, 2011 October 31, 2010
Shares Amount Shares Amount

International Equity Fund II
Class A
Sold 31,517,613 § 379,519,427 54,835,585 $ 626,381,765
Issued as reinvestment of

dividends 3,085,512 37,982,653 8,474,993 99,920,171
Redeemed (86,344,882)  (1,019,183,514)  (70,921,596) (802,773,219)
Net increase (decrease) (51,741,757) '§ (601,681,434) (7.611,018) § (76,471,283)
Class |
Sold 106,720,970  $1,302,863,174 154,175,322  $1,779,295,234
Issued as reinvestment of

dividends 7,273,201 90,114,958 18,027,588 213,807,193
Redeemed (284,029,807)  (3,345,146,745) (251,172,862)  (2,848,274,565)
Net increase (decrease) (170,035,636)  $(1,952,168,613)  (78,969,952) § (855,172,138)

Artio Global Funds |

2011 Annual Report

255


%%TRANSMSG*** Transmitting Job: B88448 PCN: 801025500 ***%%PCMSG|255    |00006|Yes|No|12/23/2011 13:25|0|0|Page is valid, no graphics -- Color: D|


Year Ended Year Ended

October 31, 2011 October 31, 2010
Shares Amount Shares Amount
Total Return Bond Fund
Class A
Sold 5,895,783 § 81,405,079 9,884,031 §$ 136,248,652
Issued as reinvestment of dividends 1,327,577 18,064,838 759,080 10,470,356
Redeemed (10,327,513)  (142,154,906) (12,693,395)  (174,736,709)
Net increase (decrease) (3,104,153)  § (42,684,989) (2,050,284) $ (28,017,701)
Class |
Sold 53,818,134  $740,726,890 32,022,992  $ 438,140,936
Issued as reinvestment of dividends 4,578,288 61,874,229 2,537,082 34,785,128
Redeemed (42,881,443)  (588,446,182) (34,282,273)  (475,552,050)
Net increase (decrease) 15,514,979  § 214,154,937 277,801 $ (2,625,986)
Year Ended Year Ended
October 31, 2011 October 31, 2010
Shares Amount Shares Amount

Global High Income Fund
Class A
Sold 86,272,574 $ 916,645,209 93,811,966  $1,000,594,646
Issued as reinvestment of

dividends 10,712,906 113,823,044 6,418,911 68,400,882
Redeemed (78,555,107) (830,599,559)  (59,276,905) (628,711,516)
Net increase (decrease) 18,430,373 § 199,868,694 40,953,972 § 440,284,012
Class |
Sold 116,282,323 $1,191,023,033 146,139,699  $1,499,770,538
Issued as reinvestment of

dividends 13,506,565 137,936,367 9,690,549 99,259,758
Redeemed (92,263,147) (938,096,095)  (74,064,002) (749,472,836)
Net increase (decrease) 37,525,741 $ 390,863,305 81,766,246 § 849,557,460
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Period Ended
October 31, 2011*

Shares Amount
Local Emerging Markets Debt Fund
Class A
Sold 1,104,663  $11,044,700
Issued as reinvestment of dividends 19,454 192,861
Redeemed (269) (2,488)
Net increase (decrease) 1,123,848 $11,235,073
Class |
Sold 1,304,120  $13,061,000
Issued as reinvestment of dividends 23,620 234,045
Redeemed (2,129 (21,196)
Net increase (decrease) 1,325,611 $13,273,849
* Commenced operations on May 24, 2011.
Year Ended Year Ended
October 31, 2011 October 31, 2010
Shares Amount Shares Amount
U.S. Microcap Fund
Class A
Sold 710,357 § 8,548,922 467,248 §4,561,517
Issued as reinvestment of dividends — — — —
Redeemed (901,227)  (10,175,893) (392,076)  (3,641,369)
Net increase (decrease) (190,870) $ (1,626,971) 75172 $ 920,148
Class |
Sold 739,605 § 8,864,370 320,017 $ 2,888,373
Issued as reinvestment of dividends — — — —
Redeemed (513,300) (6,211,705)  (56,938) (519,518)
Net increase (decrease) 226,305 § 2,652,665 263,079 $ 2,368,855
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Year Ended Year Ended
October 31, 2011 October 31, 2010
Shares Amount Shares Amount
U.S. Smallcap Fund
Class A
Sold 1,552,561 $ 17,610,557 4,281,539  $ 42,487,000
Issued as reinvestment of dividends — — — —
Redeemed (1,915,217)  (21,275,362) (2,928,920)  (26,932,106)
Net increase (decrease) (362,656) $ (3,664,805 1,352,619 § 15,554,894
Class |
Sold 1,802,155  $20,298,160 5,486,040 $ 52,213,686
Issued as reinvestment of dividends — — — —
Redeemed (1,817,041)  (20,797,307)  (360,995)  (3,389,647)
Net increase (decrease) (14,886) $ (499,147) 5,125,045 $ 48,824,039
Year Ended Year Ended
October 31, 2011 October 31, 2010
Shares Amount  Shares  Amount
U.S. Midcap Fund
Class A
Sold 165,431  $1,966,289 23,235 $220,226
Issued as reinvestment of dividends — — 21 186
Redeemed (295,375)  (3,694,162)  (8,255) (77,042)
Net increase (decrease) (129,944) $(1,727,873) 15,001 $ 143,370
Class |
Sold 213,119 $2,565421 16,358 § 148,513
Issued as reinvestment of dividends — — 87 784
Redeemed (287,779)  (3,629,581) (14,749)  (133,358)
Net increase (decrease) (74,660) $(1,064,160) 1,696 § 15,939
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Year Ended Year Ended
October 31, 2011 October 31, 2010

Shares Amount Shares  Amount

U.S. Multicap Fund

Class A

Sold 95,250 § 1,068,851 7938 § 76,842
Issued as reinvestment of dividends —(1) 10 55 508
Redeemed (342,603)  (4,034,670)  (8,635) (80,526)
Net increase (decrease) (247,353)  $(2,965,809) (642) § (3,176)
Class |

Sold 154,223 $1,742,157 250,241  $2,366,268
Issued as reinvestment of dividends 548 5,971 88 817
Redeemed (347,253)  (4,140,011) (17,166) (156,949)
Net increase (decrease) (192,482) $(2,391,883) 233,163  $2,210,136

(1) Amount rounds to less than 1.

Through seed capital contributions by Artio Global Investors, ownership of ben-
eficial shares outstanding at October 31, 2011 was:

Fund % of Ownership
Local Emerging Markets Debt Fund — Class A shares 99.61%
Local Emerging Markets Debt Fund — Class | shares 84.53%
U.S. Midcap Fund — Class A shares 42.03%
U.S. Midcap Fund — Class | shares 33.26%

On May 27, 2011, the seed capital contributions were completely withdrawn.
Subsequently, the Adviser made a purchase on May 31, 2011 of the U.S. Midcap
Fund Class A and Class I shares which resulted in the Adviser owning a 65.35% and
33.67% of the beneficial shares outstanding, respectively.
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9. Federal Tax Information

The tax character of distributions paid for the year ended October 31, 2011 was as

follows:

Ordinary Long Term  Return of

Income  Capital Gains Capital
Global Equity Fund $ 97,512 § — $—
International Equity Fund 173,962,493 — —
International Equity Fund Il 170,650,225 — —
Total Return Bond Fund 75,386,994 30,899,335 —
Global High Income Fund 306,802,883 33,119,783 —
Local Emerging Markets Debt Fund 187,459 239,447 —

U.S. Microcap Fund — — —
U.S. Smallcap Fund — — —
U.S. Midcap Fund — — —
U.S. Multicap Fund 7,754 4,923 —

The tax character of distributions paid for the year ended October 31, 2010 was as

follows:
Ordinary Long Term  Return of
Income  Capital Gains Capital
Global Equity Fund $ 1,968,307 $— $—
International Equity Fund 777,557,267 — —
International Equity Fund Il 444,820,690 — —
Total Return Bond Fund 64,589,864 — —
Global High Income Fund 202,460,461 — —

U.S. Microcap Fund — — —
U.S. Smallcap Fund — — —
U.S. Midcap Fund 10,465 — —
U.S. Multicap Fund 22,962 — —
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As of October 31, 2011, the components of distributable earnings on a tax basis was

as follows:
Undistributed
Long Term
Undistributed  Unrealized  Capital Gains Other

Ordinary  Appreciation/ (Capital Loss  Temporary
Income  (Depreciation) Carryforwards) Differences
Global Equity Fund $ 25084 § (1,948377) $ (29,643,699 $ —
International Equity Fund 86,040,265 (392,315,637)  (1,958,473,790) —
International Equity Fund Il 68,630,128 (25,221,467)  (2,711,879,937) (33,887)
Total Return Bond Fund 34,100,324 43,257,545 20,296,714 —
Global High Income Fund 5,409,287 (53,329,943) 51,725,678  (485,561)

Local Emerging Markets Debt
Fund — (678,609) 10,638 (90,948)
U.S. Microcap Fund — (329,209) 840,212 (24,038)
U.S. Smallcap Fund 4,153,676 (11,893) 4,274,347 (24,035)
U.S. Midcap Fund — 522,228 746,724 (21,755)
U.S. Multicap Fund — 303,360 848,291 (20,329)

The differences between components of distributable earnings on a tax basis and the
amounts reflected in the Statements of Assets and Liabilities are primarily due to
wash sales, mark-to-market of passive foreign investment companies, futures and
forwards. In addition, short-term capital gains are considered ordinary income for

income tax purposes.

At October 31, 2011, the following Funds had net realized loss carryforwards for

federal income tax purposes:

Expires in Expires in Expires in
2016 2017 2018
Global Equity Fund $ 19631562 $ 10,012,137 § —
International Equity Fund 314,780,611 1,643,693,179 —
International Equity Fund Il 1,379,336,238 1,211,390,775 121,152,924

Total Return Bond Fund — — —
Global High Income Fund — — —
Local Emerging Markets Debt Fund — — _
U.S. Microcap Fund — — —
U.S. Smallcap Fund — — —
U.S. Midcap Fund — — _
U.S. Multicap Fund — — _

Under the recently enacted Regulated Investment Company Modernization Act of
2010, the Funds will be permitted to carry forward capital losses incurred in taxable

years beginning after December 22, 2010 for an unlimited period. However, any
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losses incurred during those future taxable years will be required to be utilized prior
to the losses incurred in pre-enactment taxable years. As a result of this ordering
rule, pre-enactment capital loss carryforwards may be more likely to expire unused.
Additionally, post-enactment capital losses that are carried forward will retain their
character as either short-term or long-term capital losses rather than being con-
sidered all short-term as under previous law.

10. Line of Credit

Artio Global Equity Fund Inc. and Artio Global Investment Funds (the “Borrow-
ers”) entered into a Credit Agreement (the “Agreement”) with State Street Bank
and Trust Company (the “Bank”). The Agreement provides for a $250,000,000 (the
“Facility Amount”) revolving credit facility to be utilized for temporary or emer-
gency purposes to fund shareholder redemptions or for other short-term liquidity
purposes. The Funds may draw up to their stated sublimit (subject to certain other

limitations therein):

Average Average
Sublimit Outstanding Daily ~ Weighted
Amount Balance Interest Rate
Global Equity Fund $ 5,000,000 $ 124,438 1.48%
International Equity Fund 200,000,000 28,364,858 1.45%
International Equity Fund Il 200,000,000 13,642,076 1.46%
Total Return Bond Fund 50,000,000 — —
U.S. Microcap Fund 1,000,000 22,658 1.41%
U.S. Smallcap Fund 5,000,000 82,715 1.43%
U.S. Midcap Fund 1,000,000 2,832 1.44%
U.S. Multicap Fund 1,000,000 11,066 1.40%

In addition, the Global High Income Fund entered into a separate Credit Agree-
ment (the “Global High Income Fund Credit Agreement”) with the Bank. The
Global High Income Fund Credit Agreement provides for a $250,000,000 revolv-
ing credit facility to be utilized for temporary or emergency purposes to fund
shareholder redemptions or for other short-term liquidity purposes.

Average Average
Sublimit ~ Outstanding Daily =~ Weighted
Amount Balance Interest Rate
Global High Income Fund $250,000,000 $396,870 1.40%

Principal on each outstanding loan made under the Agreement and the Global High
Income Fund Credit Agreement shall bear interest at a variable rate per annum
equal to the higher of (a) the Federal Funds Rate as in eftect on that day plus 1.25%
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and (b) the Overnight LIBOR Rate as in effect on that day plus 1.25%. In addition,
the Borrowers shall pay to the Bank a commitment fee at the rate of 0.10% per
annum on the daily unused portion of the Facility Amount.

11. Recent Accounting Pronouncements

In January 2010, the Financial Accounting Standards Board issued Accounting
Standards Update No. 2010-06, “Improving Disclosures About Fair Value Mea-
surements” (“ASU”). The ASU requires enhanced disclosures about purchases,
sales, issuances, and settlements on a gross basis relating to Level 3 measurements.
The disclosure will be effective for fiscal years beginning after December 15, 2010,
and for interim periods within those fiscal years. Management is currently eval-
uating the impact the adoption of this ASU will have on the Funds’ financial
statement disclosures.

In May 2011, the Financial Accounting Standards Board issued Accounting Stan-
dards Update No. 2011-04, “Amendments to Achieve Common Fair Value
Measurement and Disclosure Requirements in U.S. GAAP and IFRSs” (“ASU
2011-04”). ASU 2011-04 clarifies how principal market is determined, addresses
the fair value measurement of instruments with offsetting market or counterparty
credit risks and the concept of valuation premise and highest and best use, extends
the prohibition of blockage factors to all three levels of the fair value hierarchy, and
requires additional disclosures. ASU 2011-04 is effective for public entities for
interim and annual periods beginning on or after December 15, 2011. Management
is currently evaluating the impact of the adoption ASU 2011-04 will have on the
Funds’ financial statements.

12. Subsequent Events

Management has considered the circumstances under which the Funds should
recognize or make disclosures regarding events or transactions occurring subse-
quent to October 31, 2011 through the date the financial statements were issued.
Adjustments or additional disclosures, if any, have been included in these financial

statements.
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The Shareholders and Board of Directors
Artio Global Equity Fund Inc.

and

The Shareholders and Board of Trustees
Artio Global Investment Funds

We have audited the accompanying statements of assets and liabilities, including the
portfolios of investments, of Artio Global Equity Fund Inc. and Artio International
Equity Fund, Artio International Equity Fund IT , Artio Total Return Bond Fund,
Artio Global High Income Fund, Artio Local Emerging Markets Debt Fund, Artio
U.S. Microcap Fund, Artio U.S. Smallcap Fund, Artio U.S. Midcap Fund, and Artio
U.S. Multicap Fund, each a series of Artio Global Investment Funds, (collectively,
the “Funds”) as of October 31, 2011, and the related statements of operations for
the year or period then ended, the statements of changes in net assets for each of the
years or periods in the two-year period then ended, and the financial highlights for
each of the years or periods in the five-year period then ended. These financial
statements and financial highlights are the responsibility of the Funds’ management.
Our responsibility is to express an opinion on these financial statements and
financial highlights based on our audits.

‘We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan
and perform the audits to obtain reasonable assurance about whether the financial
statements and financial highlights are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. Our procedures included confirmation of securities
owned as of October 31, 2011 by correspondence with the custodian and brokers,
or by other appropriate auditing procedures where replies from brokers were not
received. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our

opinion.

In our opinion, the financial statements and financial highlights referred to above
present fairly, in all material respects, the financial position of Artio Global Equity
Fund, Inc., Artio International Equity Fund, Artio International Equity Fund II,
Artio Total Return Bond Fund, Artio Global High Income Fund, Artio Local
Emerging Markets Debt Fund, Artio U.S. Microcap Fund, Artio U.S. Smallcap
Fund, Artio U.S. Midcap Fund, and Artio U.S. Multicap Fund as of October 31,
2011, and the results of their operations, the changes in their net assets and the
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financial highlights for each of the years or periods described above, in conformity
with U.S. generally accepted accounting principles.

KPMe LP

Boston, MA
December 23, 2011
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At ameeting held on December 16, 2010, the Board of Trustees of the Artio Global
Investment Funds approved the Investment Advisory Agreement (the “Agree-
ment”’) with the adviser for the Local Emerging Market Debt Fund (the “Fund”).

In determining whether to approve the Agreement, the Board, including all of the
Trustees who are not interested persons under the Investment Company Act of
1940, as amended, (the “Independent Trustees”), reviewed and considered, among
other items: (1) a guide from independent counsel setting forth the Trustees’
fiduciary duties and responsibilities and the factors the Trustees should consider in
its evaluation of the approval of the Agreement; (2) comparative information,
comparing the Fund’s proposed advisory fees and expenses to those of its relevant
peer group; (3) the Adviser’s complete Form ADV; (4) the Adviser’s Financial
Statements for December 31, 2009; and (5) other reports of and presentations by
representatives of the Adviser that described: (i) the nature, extent and quality of the
Adviser’s services to be provided to the Fund; (ii) the experience and qualifications
of the personnel providing those services, (iii) their investment advice and perfor-
mance; (iv) their assets under management and client descriptions; (v) their trade
allocation policies; (vi) the advisory fee arrangements with the Fund and other
similarly managed clients; (vii) compliance program information; (viii) the Adviser’s
financial information and profitability analysis related to providing service to the
Fund; (ix) fees and other benefits; (x) methodologies to allocate securities among
the Fund; (xi) outstanding lawsuits.

In determining whether to approve the Agreement, the Trustees, including the
Independent Trustees, reviewed and considered the materials presented at the
December 16, 2010 meeting of the Board. The Trustees discussed the written
materials and the Adviser’s presentations and deliberated on the approval of the
Agreement in light of this information. In their deliberations, the Trustees did not

identify any single piece of information that was all important or controlling.

The Trustees, including the Independent Trustees, reached the following conclu-
sions, among others, regarding the Adviser and the respective approval: the Adviser
has the capabilities, resources and personnel necessary to manage the Fund; the
Trustees are satisfied with the quality of services to be provided by the Adviser in
advising the Fund; the proposed advisory fee for the Fund is reasonable; the
proposed total annual portfolio operating expenses to be paid by the Fund is
reasonable; the profitability of the Adviser for advisory services, based on the
advisory fee, seems reasonable based on the data provided; and the benefits derived
by the Adviser from managing the Fund, including the proposed way in which the

Fund will conduct portfolio transactions and select brokers is reasonable.
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Based upon the Trustees’ deliberations and evaluation of the information described
above, the Trustees, including the Independent Trustees, determined that the

proposed terms of the Agreement were fair to, and in the best interests of, the
Fund and its shareholders.
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1. Proxy Voting Policies

A description of the Fund’s proxy voting policies and procedures is available without
charge, upon request, (1) on the Fund’s website www.artiofunds.com and (2) on the

SEC’s Securities and Exchange Commission website www.sec.gov.

Information regarding how the Fund voted proxies relating to portfolio securities
during the most recent 12-month period ended June 30 is available via the methods

noted above.

2. Quarterly Filing Requirements

A Fund files its complete schedule of portfolio holdings with the Securities and
Exchange Commission for the first and third quarters of each fiscal year on
Form N-Q, which when filed, will be available on the Commission’s web-site

at www.sec.gov or on the Funds’ website at www.artiofunds.com.

A Fund’s forms N-Q may be reviewed and copied at the Commissions’s Public
Reference Room in Washington, DC. Information regarding the operation of the
Public reference Room may be obtained by calling 1-800-SEC-0330.
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Independent Trustees of Artio Global Investment Funds (the “Trust”) and
Independent Directors of Artio Global Equity Fund Inc. (the “Global Equity

Fund” or “GEF"):

Name, Age (3) and Address

Position,
Term of
Office (1)
and Length
of Time
Served with
the Funds

Principal
Occupation(s)

Number of
Portfolios
in Fund
Family
Overseen
by Trustee
During Past Five Years or Director*

Other
Directorships (2)
Held

Antoine Bernheim

58

330 Madison Avenue

New York, New York 10017

Thomas Gibbons

64

330 Madison Avenue

New York, New York 10017

Cynthia Hostetler

49

330 Madison Avenue

New York, New York 10017

Harvey B. Kaplan

74

330 Madison Avenue

New York, New York 10017

Robert S. Matthews

68

330 Madison Avenue

New York, New York 10017

Trustee of the
Trust since
November
2004; Director
of GEF since
July 1990;
Chairman of
the Fund
complex since
December
2008.

Trustee of the
Trust since
November
2004; Director
of GEF since
December
1993.

Trustee of the
Trust since
September
2011; Director
of GEF since
November
2010.

Trustee of the
Trust since
December
1995; Director
of GEF since
July 1990.

Trustee of the
Trust since June
1992; Director
of GEF since
June 2002.

Artio Global Funds |

President, Dome
Capital Management,
Inc., 1984—present
(investment advisory
firm); Chairman, Dome
Securities Corp.,
1995—present
(broker/dealer);
President, The

U.S. Offshore Funds
Directory,
1990—present
(publishing)

President, Cornerstone
Associates
Management,
1987—present
(consulting firm)

Head of Private Equity
and Vice President of
Investment Funds,
Overseas Private
Investment
Corporation,
2001-2009; President,
First Manhattan
Bancorporation,
1991-2006.

Retired since 2006;
Controller (Chief
Financial Officer),
Easter Unlimited, Inc.,
1990-2006 (toy and
novelty company)

Managing Partner,
Matthews & Co.,
1990—present
(certified public
accounting firm)

10

2011 Annual Report

None

None

None

None

Trustee, Allstate
Financial
Investment Trust,
2008-2009
(investment
company)
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Independent Trustees of Artio Global Investment Funds (the “Trust”) and
Independent Directors of Artio Global Equity Fund Inc. (the “Global Equity
Fund” or “"GEF"):—(Continued)

Position, Number of
Term of Portfolios
Office (1) in Fund
and Length Family
of Time Principal Overseen Other
Served with Occupation(s) by Trustee  Directorships (2)
Name, Age (3) and Address  the Funds  During Past Five Years or Director* Held
Robert J. McGuire Trustee of the  Self—employed 10 Director, Mutual of
74 Trust since June Attorney/Consultant, America Life
330 Madison Avenue 2006t; Director  1998—present; Insurance Co.,
New York, New York 10017  of GEF since Counsel, Morvillo, 2008—present
20061, Abramowitz, Grand, (financial services
lason & Silberberg, and insurance);
P.C., 1998-2005. Director, Six Flags,
Inc., 2003-2010
(entertainment);
Director, Protection
One, Inc.,
2005-2010
(security systems);
Director, Mutual of
America
Investment Corp.,
2000-2008
(investment
management);
Director, GAM
Avalon Funds, Inc.,
2000-2007
(investment
management);
Director, GAM
Funds, Inc.,
1998-2007
(investment
management)
Peter Wolfram Trustee of the  Partner, Kelley Drye & 10 None
58 Trust since June Warren, 1983—present
330 Madison Avenue 1992; Director  (law firm)
New York, New York 10017  of GEF since
November
2004.

* The Fund Complex refers to the nine series of the Trust and the Global Equity Fund.

(1) Each Trustee and Director serves during the lifetime of the Trust or Global Equity Fund or until he or she dies,
resigns, retires, is declared bankrupt or incompetent, or is removed or, if sooner, until the next special
meeting of the Funds' shareholders and until the election and qualification of his or her successor.

(2) Directorships include public companies and any company registered as an investment company.

(3) Age calculated as of October 31, 2011.

T Retired, effective December 8, 2011.
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Officers of Funds:

The business address for each officer of the Funds, except Mr. James, Ms. Coop,
Ms. McGowan, Mr. Smith, Mr. McVoy and Mr. Kapner is Artio Global Manage-
ment LLC, 330 Madison Avenue, New York, New York 10017. The business
address for Mr. James, Ms. Coop, Ms. McGowan and Mr. Smith is State Street Bank
and Trust Company, 4 Copley Place, 5th Floor, Boston, Massachusetts, 02116. The
business address for Mr. McVoy is U.S. Bancorp Fund Services, LLC, 615 E.
Michigan Street, Milwaukee, WI 53202. The business address for Mr. Kapner is
Global Financial Markets Institute, P.O. Box 388, Jericho, NY 17753-0388.

Name, Age (3) and

Length of Time
Served As Fund

Principal Occupation(s)

Position(s) Held Officer (1),(2) During Past Five Years
Anthony Williams Officer for the Funds e Chief Operating Officer and member of Board of
47 since 2004. Directors of Artio Global Management LLC

President, Chief
Executive Officer and
Principal Executive
Officer

Denise Downey
50
Vice President

Greg Hopper
54

Vice President

Samuel Dedio
45
Vice President

Richard C. Pell
57
Vice President

Donald Quigley
46

Vice President

Rudolph—Riad Younes
50
Vice President

Dimitre Genov
40
Vice President

Officer for the Funds
since 1995.

Officer for the Funds
since 2002.

Officer for the Trust
since 2006.

Officer for the Trust
since 1995; for GEF,
since 2004.

Officer for the Trust
since 2001,

Officer for the Trust
since 1997; for GEF,
since 2004.

Officer for GEF since
2010.

Artio Global Funds

(2004—present)

Board of Directors of Artio Global Investors Inc.
(2007—present)

Chief Executive Officer, Artio Global Investment
Management (2004-2007)

First Vice President and Head of Marketing, Artio
Global Management LLC (2002—present)

Senior Vice President, Artio Global Management
LLC (2009—present)

First Vice President of Artio Global Management
LLC (2002-2009)

Senior Portfolio Manager and First Vice President
of Artio Global Management LLC (2006—present)
Managing Director, Deutsche Asset Management
(1999-2006).

Chief Executive Officer and Chairman of the
Board of Directors, Artio Global Investments, Inc.
(2007—present)

Chief Executive Officer (2007—present) and Chief
Investment Officer (1995—present) of Artio Global
Management LLC

Senior Vice President and Head of Global
Fixed—Income, Artio Global Management LLC
(2001—present)

Managing Director and Head of International
Equity, Artio Global Management LLC
(2002—present)

Senior Porfolio Manager and First Vice President,
Artio Global Management LLC (2009—present)
Portfolio Manager, JP Morgan (2005-2009)
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Officers of Funds:—(Continued)

Name, Age (3) and

Length of Time
Served As Fund

Principal Occupation(s)

Position(s) Held Officer (1),(2) During Past Five Years
Elena Liapkova Officer for the Trust e Porfolio Manager and Vice President, Artio Global
37 since 2010. Management LLC (2005—present)

Vice President

Victor J. Simon
42
Vice President

Timothy J. Clemens
35
Chief Financial Officer

Alex Bogaenko
48
Treasurer

John Whilesmith
44
Secretary

Michael K. Quain
54

Chief Compliance
Officer

Prasad Nanisetty
54
Chief Risk Officer

Kenneth Kapner

54

Vice President of Risk
Management

Michael McVoy

54

Anti-Money Laundering
and Identity Theft
Officer

David James
40
Assistant Secretary

Tracie A. Coop
34
Assistant Secretary

272

Officer for the Funds
since 2010.

Officer for the Funds
since 2009.

Officer for the Funds
since 2005.

Officer for the Funds
since 2005.

Officer for the Funds
since 2004.

Officer for the Funds
since 2008.

Officer for the Funds
since 2009.

Officer for the Funds
since 2004.

Officer for the Funds
since 2010.

Officer for the Funds
since 2008.

Artio Global Funds

Vice President, Artio Global (2006—present)
Vice President, Deutsche Bank (1994-2006)

Vice President, Artio Global Management LLC
(2009—present)

Vice President, The Bank of New York Mellon
(2006-2009)

Vice President, Gemini Fund Services LLC
(2001-2006)

Vice President, Artio Global Management LLC
(2005—present)

Vice President and Operations Compliance Officer,
Artio Global Management LLC (2005—present)

First Vice President of Artio Global Management
LLC (2002—present)

Head of Risk Management, Artio Global
Management LLC (2004—present)

President, CEO, Financial Trainer and Consultant,
Global Financial Markets Institute (1997—present)

Chief Compliance Officer for U.S. Bancorp
(2002—present)

Legal Counsel for U.S. Bancorp (formerly, Firstar
Corp.)(1986—2006)

Senior Vice President and Risk Manager for
U.S. Bancorp (1999—present)

Vice President and Managing Counsel, State
Street Bank and Trust Company (2009—present)
Vice President and Counsel, PNC Global
Investment Servicing (US), Inc. (2006—2009)

Vice President and Senior Counsel, State Street
Bank and Trust Company (2007—present)
Associate Counsel and Manager, Natixis Asset
Management Advisors, L.P. (2006—-2007)
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Officers of Funds:—(Continued)
Length of Time

Name, Age (3) and Served As Fund Principal Occupation(s)
Position(s) Held Officer (1),(2) During Past Five Years
Victoria McGowan Officer for the Funds e Senior Vice President, State Street Bank and
45 since 2003. Trust Company (2007—present)

Assistant Treasurer

Brian Smith Officer for the Funds
44 since 2007.
Assistant Treasurer

Senior Director, State Street Bank and
Trust Company (formerly Investors Bank and
Trust Company)(2002—-2007)

Vice President, State Street Bank and
Trust Company (2007—present)

Director, Mutual Fund Administration, State Street

Bank and Trust Company (2005-2007)

(1) Each officer of the Global Equity Fund is elected for a term of 1 year and until his or her successor is duly

elected and qualified.

(2) Pursuant to the Trust's By—laws, officers of the Trust are elected by the Board of Trustees to hold such office
until his or her successor is chosen and qualified, or until they resign or are removed from office.

(3) Age calculated as of October 31, 2011.
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The Global Equity Fund, International Equity Fund and International Equity Fund
IT paid foreign taxes of $0, $7,396,504 and $5,550,540 and earned $0, $167,967,085
and $143,580,915 of foreign income during the year ended October 31, 2011.
Pursuant to Section 853 of the Internal Revenue Code, $0.04, $0.04 and $0.02 per
share were designated as foreign taxes paid for Global Equity Fund, International
Equity Fund and International Equity Fund I and $0.37, $0.74 and $0.30 per share
were designated as income earned from foreign sources for the Global Equity Fund,
International Equity Fund and International Equity Fund II for the year ended
October 31, 2011.

The table below shows distributions paid from investment company taxable income
earned in the year ended October 31, 2011, or the maximum amount allowable
under the tax law, as Qualified Dividend Income in accordance with the Internal
Revenue Code. Complete 2011 year end information will be reported to you on
your 2010 Form 1099-DIV, which shall be provided to you in early 2012.

QDI
Global Equity Fund § 485386
International Equity Fund 85,162,426
International Equity Fund Il 122,206,854
Global High Income Fund 2,713,079
U.S. Smallcap Fund 574,954
U.S. Midcap Fund 45,541
U.S. Multicap Fund 96,863

For corporate shareholders, a portion of the ordinary dividends paid during the
Funds’ year ended October 31, 2011 qualified dividends received deductions were
the following;:

DRD
Global Equity Fund 100.00%
U.S. Multicap Fund 100.00%
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Pursuant to Sector 852 of the Internal Revenue Code, the Funds designated the
following capital gain dividends for the year ended October 31, 2011:

Long Term
Capital Gain
Dividend

Global Equity Fund $ —
International Equity Fund —
International Equity Fund Il —
Total Return Bond Fund —
Global High Income Fund 33,119,783
Local Emerging Markets Debt Fund 239,447
U.S. Microcap Fund —
U.S. Smallcap Fund —
U.S. Midcap Fund —
U.S. Multicap Fund 4,924
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ARTIO GLOBAL FUNDS

330 Madison Avenue
New York, New York 10017

This report is sent to shareholders of the Artio
Global Equity Fund Inc. and the Artio Global
Investment Funds for their information. It is
not a Prospectus, circular or representation
intended for use in the purchase or sale of
shares of the funds or of any securities
mentioned in the report.

www.artiofunds.com



