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6. How could there be a capital gain distribution if the net asset value (NAV) of the fund 

has decreased during the year?  

Capital gain distributions reflect the sum of net realized gains and losses from all the sales of individual 

securities and other investments, and other realized gain and loss recognition occurrences (such as 

those recognized on options and forwards) in a fund during the relevant tax periods. Therefore, even if 

the overall value of the securities in a fund’s portfolio have decreased during the period due to 

unrealized losses, and consequently the ETF’s NAV as well, the sale of the securities that occurred during 

the period can still result in realized capital gains that are distributable to fund shareholders since 




