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Effective on or after May 2, 2016, the benchmark index for the Direxion Daily 7-10 Year Treasury Bear 1X Shares (the “7-

10 Year Fund”) and Direxion Daily 20+ Year Treasury Bear 1X Shares (the “20+ Year Fund”) (each a “Fund” and 

collectively the “Funds”) will change as presented in the table below.  All references to the Current Index in each Fund’s 

Summary Prospectus, Prospectus and SAI will be replaced with references to the corresponding New Index:  

Fund Current Index  New Index  

Direxion Daily 7-10 Year Treasury Bear 1X Shares NYSE 7-10 Year Treasury Bond 

Index 

ICE U.S. Treasury 7-10 Year Bond 

Index 

Direxion Daily 20+ Year Treasury Bear 1X Shares NYSE 20 Year Plus Treasury Bond 

Index 

ICE U.S. Treasury 20+ Year Bond 

Index 

 

Index Description 

 

The description of the Current Index in each Fund’s Summary Prospectus, Prospectus and SAI will be replaced with the 

following description of the corresponding New Index: 

 

ICE U.S. Treasury 7-10 Year Bond Index 

 

The Index is a market value weighted index that includes publicly issued U.S. Treasury securities that have 

a remaining maturity of greater than seven years and less than or equal to ten years.  Eligible securities must 

be fixed rate, denominated in U.S. dollars, and have $300 million or more of outstanding face value, 

excluding amounts held by the Federal Reserve.  Securities excluded from the Index are zero-coupon 

STRIPS, inflation linked securities, floating rate notes, cash management and Treasury bills, and any 

government agency debt issued with or without a government guarantee. The Index is not adjusted for 

securities that may become eligible or ineligible for inclusion in the Index intra-month.  The composition 

of the Index is rebalanced on the last business day of each month.  The Index was comprised of 17 

constituents as of February 29, 2016. 

 

ICE U.S. Treasury 20+ Year Bond Index 

 

The Index is a market value weighted index that includes publicly issued U.S. Treasury securities that have 

a remaining maturity of greater than 20 years. Eligible securities must be fixed rate, denominated in U.S. 

dollars, and have $300 million or more of outstanding face value, excluding amounts held by the Federal 

Reserve.  Securities excluded from the Index are zero-coupon STRIPS, inflation linked securities, floating 

rate notes, cash management and Treasury bills, and any government agency debt issued with or without a 

government guarantee. The Index is not adjusted for securities that may become eligible or ineligible for 

inclusion in the Index intra-month.  The composition of the Index is rebalanced on the last business day of 

each month.  The Index was comprised of 33 constituents as of February 29, 2016. 

 

In the summary section of each Fund’s Prospectus, on pages 25 to 26 and page 32 for the 7-10 Year Fund and 20+ Year 

Fund, respectively, the paragraph immediately following the table under “Principal Investment Risks - Effects of 

Compounding and Market Volatility Risk” is replaced with the following: 

 



 

 

ICE U.S. Treasury 7-10 Year Bond Index 

 

Annualized volatility for the Index for the period from December 31, 2015 (the inception date of the Index) 

to February 16, 2016 was 5.52%. The Index’s annualized performance for the period from December 31, 

2015 to February 16, 2016 was 4.49%. Historical Index volatility and performance are not indications of 

what the Index volatility and performance will be in the future. The volatility of ETFs or instruments that 

reflect the value of the Index, such as swaps, may differ from the volatility of the Index. 

 

ICE U.S. Treasury 20+ Year Bond Index 

 

Annualized volatility for the Index for the period from December 31, 2015 (the inception date of the Index) 

to February 16, 2016 was 13.18%. The Index’s annualized performance for the period from December 31, 

2015 to February 16, 2016 was 8.24%. Historical Index volatility and performance are not indications of 

what the Index volatility and performance will be in the future. The volatility of ETFs or instruments that 

reflect the value of the Index, such as swaps, may differ from the volatility of the Index. 

 

In the statutory section on page 119 of the Funds’ Prospectus titled “Additional Information Regarding Investment 

Techniques and Policies - Market Volatility,” Table 2 – Historic Volatility of each Fund’s Benchmark Index is 

revised as follows to include each New Index for the five-year period ended December 31, 2015: 

 

Index 5-Year Historical Volatility Rate 

ICE U.S. Treasury 7-10 Year Bond Index 

(Inception Date: December 31, 2015) 

N/A 

ICE U.S. Treasury 20+ Year Bond Index 

(Inception Date: December 31, 2015) 

N/A 

 

Finally, in the statutory section on page 143 of the Funds’ Prospectus titled “Index Licensors” the following is included 

regarding each New Index. 

 

Interactive Data Corporation.  The ICE U.S. Treasury 7-10 Year Bond Index and the ICE U.S. Treasury 

20+ Year Bond Index (the “ICE Indexes”) are sponsored by Interactive Data Corporation or its affiliates 

(“IDC”), which is independent of the Direxion Daily 7-10 Year Treasury Bear 1X Shares, Direxion Daily 

20+ Year Treasury Bear 1X Shares and Rafferty.  IDC determines the composition and relative weightings 

of the securities in the ICE Indexes and publishes information regarding the market value of the ICE 

Indexes.   

 

For more information, please contact the Funds at (866) 476-7523. 

 

* * * * * 

 

Please retain a copy of this Supplement with your Summary Prospectus, Prospectus and SAI. 



1301 Avenue of the Americas (6th Avenue), 35th Floor New York, New York 10019 866-476-7523

www.direxioninvestments.com
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The funds offered in this prospectus (each a “Fund” and collectively the “Funds”) trade, or upon commencement of operations will
trade, on the NYSE Arca, Inc. (the “Exchange”).

The Funds seek daily inverse investment results and are intended to be used as short-term trading vehicles. Each Fund attempts to
provide investment results that correspond to the inverse (or opposite) of the performance of its underlying index.

The Funds are not intended to be used by, and are not appropriate for, investors who do not intend to actively monitor and manage
their portfolios. The Funds are very different from most mutual funds and exchange-traded funds. Investors should note that:

(1) Each Fund pursues a daily investment objective that is inverse to the performance of its underlying index, a result opposite
of most mutual funds and exchange-traded funds.

(2) The Funds seek daily inverse investment results that are subject to compounding and market volatility risk. The pursuit of
their daily investment objective means that the return of a Fund for a period longer than a full trading day will be the product
of a series of daily returns, with daily repositioned exposure, for each trading day during the relevant period. As a consequence,
especially in periods of market volatility, the volatility of the underlying index may affect a Fund’s return as much or more
than the return of the underlying index. Further, the return for investors that invest for periods less than a full trading day
or for a period different than a trading day will not be the product of the return of a Fund’s stated daily inverse investment
objective and the performance of the underlying index for the full trading day. During periods of high volatility, the Funds
may not perform as expected and the Funds may have losses when an investor may have expected gains if the Funds are
held for a period that is different than one trading day.
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The Funds are not suitable for all investors. The Funds are designed to be utilized only by sophisticated investors, such as traders
and active investors employing dynamic strategies. Such investors are expected to monitor and manage their portfolios frequently.
Investors in the Funds should:

(a) understand the consequences of seeking daily inverse investment results;

(b) understand the risk of shorting; and

(c) intend to actively monitor and manage their investments.

Investors who do not understand the Funds, or do not intend to actively manage their funds and monitor their investments,
should not buy the Funds.

There is no assurance that any Fund will achieve its daily inverse investment objective and an investment in a Fund could lose
money. No single Fund is a complete investment program.

These securities have not been approved or disapproved by the U.S. Securities and Exchange Commission (“SEC”) or the U.S. Commodity
Futures Trading Commission (“CFTC”), nor have the SEC or CFTC passed upon the adequacy of this Prospectus. Any representation
to the contrary is a criminal offense.
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SUMMARY SECTION

Direxion Daily Large Cap Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily Large Cap Bear 1X Shares (“Fund”) seeks
daily inverse investment results. The pursuit of daily inverse
investment goals means that the return of the Fund for a
period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the Russell 1000® Index. The Fund seeks
daily inverse investment results and does not seek to achieve
its stated investment objective over a period of time greater
than one day. The Fund is different and much riskier than
most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.45%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.30%
Acquired Fund Fees and Expenses(1) 0.02%

Total Annual Fund Operating Expenses 0.77%
Expense Cap/Reimbursement(2) -0.10%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.67%

(1) OtherExpensesandAcquiredFundFeesandExpensesareestimated
for the Fund's current fiscal year.

(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.65% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$68 $236
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the Russell 1000® Index (“Index”). On a day-to-day basis,
the Fund invests the remainder of its assets in money market
funds, depository accounts with institutions with high quality
credit ratings or short-term debt instruments that have
terms-to-maturity of less than 397 days and exhibit high
quality credit profiles, including U.S. government securities
and repurchase agreements. The Fund does not invest in
long equity securities.

TheIndexmeasurestheperformanceofthe large-capsegment
of the U.S. equity universe. It is a subset of the Russell
3000® Index and includes approximately 1,000 of the largest
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securities based on a combination of their market cap and
current index membership. The Index represents
approximately 90% of the U.S. market and had an average
market capitalization of $125 billion and a median market
capitalization of $7.7 billion as of December 31, 2015.
Components of the Index included the financial services,
technology, consumerdiscretionary,healthcareandproducer
durable sectors as of December 31, 2015.

The Frank Russell Company is not a sponsor of, or in any
way affiliated with, the Fund.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Consumer Discretionary Sector Risk — The Fund may invest
in, and/or have exposure to, the securities of companies in
the consumer discretionary sector. Because companies in
the consumer discretionary sector manufacture products
and provide discretionary services directly to the consumer,
the success of these companies is tied closely to the
performance of the overall domestic and international
economy, interest rates, competition and consumer
confidence. Success depends heavily on disposable household
income and consumer spending. Changes in demographics
and consumer tastes also can affect the demand for, and
success of, consumer discretionary products in the
marketplace.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
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swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving

its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

DIREXION SHARES ETF TRUST PROSPECTUS3



• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the

impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was14.44%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas23.88%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 12.44%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Financials Sector Risk — The Fund may invest in , and/or
have exposure to, financial services companies. Performance
of companies in the financials sector may be materially
impacted by many factors, including but not limited to,
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government regulations, economic conditions, credit rating
downgrades, changes in interest rates and decreased liquidity
in credit markets. Profitability of these companies is largely
dependent on the availability and cost of capital, and can
fluctuate significantly when interest rates change. Credit
losses resulting from financial difficulties of borrowers also
can negatively impact the sector. This sector has experienced
significant losses in the recent past, and the impact of more
stringentcapital requirementsandrecentor futureregulation
on any individual company of the sector as a whole cannot
be predicted.

Healthcare Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies inthehealthcare
sector. The profitability of companies in the healthcare sector
may be affected by extensive government regulation,
restrictions on government reimbursement for medical
expenses, rising costs of medical products and services, pricing
pressure,an increasedemphasisonoutpatientservices, limited
number of products, industry innovation, changes in
technologies and other market developments. Many
healthcare companies are heavily dependent on patent
protection. The expiration of patents may adversely affect
the profitability of these companies. Many healthcare
companiesaresubject toextensive litigationbasedonproduct
liability and similar claims. Healthcare companies are subject
to competitive forces that may make it difficult to raise prices
and, in fact, may result in price discounting. Many new
products in thehealthcare sectormaybesubject to regulatory
approvals. The process of obtaining such approvals may be
long and costly with no guarantee that any product will
come to market.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading

day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Producer Durables Sector Risk — The Fund may invest in,
and/or have exposure to, the securities of companies in the
producer durables sector. The producer durables sector
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includes companies involved in the design, manufacture
or distribution of industrial durables such as electrical
equipmentandcomponents, industrialproducts,andhousing
and telecommunications equipment. These companies may
be impacted by changes in the overall economy, domestic
and international politics, consolidation, excess capacity,
and consumer demands, spending, tastes and preferences.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Technology Sector Risk — The Fund may invest in , and/or
have exposure to, technology-related securities. The market
pricesoftechnology-relatedsecurities tendtoexhibitagreater
degree of market risk and sharp price fluctuations than other
types of securities. These securities may fall in and out of
favor with investors rapidly, which may cause sudden selling
and dramatically lower market prices. Technology securities
also may be affected adversely by changes in technology,
consumer and business purchasing patterns, government
regulation and/or obsolete products or services. In addition,
a rising interest rate environment tends to negatively affect
technology companies. Technology companies having high
market valuations may appear less attractive to investors,
which may cause sharp decreases in their market prices.
Further, those technology companies seeking to finance
expansion would have increased borrowing costs, which
may negatively impact earnings.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
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asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Small Cap Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily Small Cap Bear 1X Shares (“Fund”) seeks
daily inverse investment results. The pursuit of daily inverse
investment goals means that the return of the Fund for a
period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the Russell 2000® Index. The Fund seeks
daily inverse investment results and does not seek to achieve
its stated investment objective over a period of time greater
than one day. The Fund is different and much riskier than
most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.45%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.30%
Acquired Fund Fees and Expenses(1) 0.02%

Total Annual Fund Operating Expenses 0.77%
Expense Cap/Reimbursement(2) -0.10%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.67%

(1) OtherExpensesandAcquiredFundFeesandExpensesareestimated
for the Fund's current fiscal year.

(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement

withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.65% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$68 $236
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the Russell 2000® Index (“Index”). On a day-to-day basis,
the Fund invests the remainder of its assets in money market
funds, depository accounts with institutions with high quality
credit ratings or short-term debt instruments that have
terms-to-maturity of less than 397 days and exhibit high
quality credit profiles, including U.S. government securities
and repurchase agreements. The Fund does not invest in
long equity securities.

TheIndexmeasurestheperformanceofthesmall-capsegment
of the U.S. equity universe and is comprised of the smallest
2,000 companies in the Russell 3000® Index, representing
approximately 8% of the total market capitalization of that
index. It includesapproximately2,000ofthesmallest securities
based on a combination of their market cap and current
index membership. The companies included in the Index
had an average market capitalization of $1.9 billion and
a median market capitalization of $701 million as of
December 31, 2015. Components of the Index included the
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financials, health care, technology, consumer discretionary
and producer durable sectors as of December 31, 2015.

The Frank Russell Company is not a sponsor of, or in any
way affiliated with, the Fund.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand

how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Consumer Discretionary Sector Risk — The Fund may invest
in, and/or have exposure to, the securities of companies in
the consumer discretionary sector. Because companies in
the consumer discretionary sector manufacture products
and provide discretionary services directly to the consumer,
the success of these companies is tied closely to the
performance of the overall domestic and international
economy, interest rates, competition and consumer
confidence. Success depends heavily on disposable household
income and consumer spending. Changes in demographics
and consumer tastes also can affect the demand for, and
success of, consumer discretionary products in the
marketplace.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.
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Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the

performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
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implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the

estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was18.58%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas33.20%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 9.19%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Financials Sector Risk — The Fund may invest in , and/or
have exposure to, financial services companies. Performance
of companies in the financials sector may be materially
impacted by many factors, including but not limited to,
government regulations, economic conditions, credit rating
downgrades, changes in interest rates and decreased liquidity
in credit markets. Profitability of these companies is largely
dependent on the availability and cost of capital, and can
fluctuate significantly when interest rates change. Credit
losses resulting from financial difficulties of borrowers also
can negatively impact the sector. This sector has experienced
significant losses in the recent past, and the impact of more
stringentcapital requirementsandrecentor futureregulation
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on any individual company of the sector as a whole cannot
be predicted.

Healthcare Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies inthehealthcare
sector. The profitability of companies in the healthcare sector
may be affected by extensive government regulation,
restrictions on government reimbursement for medical
expenses, rising costs of medical products and services, pricing
pressure,an increasedemphasisonoutpatientservices, limited
number of products, industry innovation, changes in
technologies and other market developments. Many
healthcare companies are heavily dependent on patent
protection. The expiration of patents may adversely affect
the profitability of these companies. Many healthcare
companiesaresubject toextensive litigationbasedonproduct
liability and similar claims. Healthcare companies are subject
to competitive forces that may make it difficult to raise prices
and, in fact, may result in price discounting. Many new
products in thehealthcare sectormaybesubject to regulatory
approvals. The process of obtaining such approvals may be
long and costly with no guarantee that any product will
come to market.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to

$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Micro-CapitalizationCompanyRisk - Stockpricesofmicro-cap
companiesaresignificantlymorevolatile,andmorevulnerable
to adverse business and economic developments than those
of larger companies. In addition, micro-cap companies often
have narrower markets for their goods and/or services and
more limited managerial and financial resources than larger,
more established companies, including companies which
are considered small- or mid-capitalization. Furthermore,
micro-capcompaniesoftenhavelimitedproduct lines, services,
markets, financial resources or are dependent on a small
management group. As a result, their performance can be
more volatile and they face greater risk of business failure,
which could increase the volatility of the Fund’s portfolio.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
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asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Producer Durables Sector Risk — The Fund may invest in,
and/or have exposure to, the securities of companies in the
producer durables sector. The producer durables sector
includes companies involved in the design, manufacture
or distribution of industrial durables such as electrical
equipmentandcomponents, industrialproducts,andhousing
and telecommunications equipment. These companies may
be impacted by changes in the overall economy, domestic
and international politics, consolidation, excess capacity,
and consumer demands, spending, tastes and preferences.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small-CapitalizationCompanyRisk - Investing inthesecurities
of small-capitalization companies, and securities that provide
exposure to small-capitalization companies, involves greater
risksandthepossibilityofgreaterpricevolatility thaninvesting
in more-established, larger capitalization companies.
Small-capitalization companies often have narrower markets
for their goods and/or services and more limited managerial
and financial resources than larger, more established
companies. Furthermore, those companies often have limited
product lines, services, markets, financial resources or are
dependent on a small management group. In addition,
because these stocks are not well-known to the investing
public, do not have significant institutional ownership and
are followed by relatively few security analysts, there will

normally be less publicly available information concerning
thesesecuritiescomparedtowhat isavailablefor thesecurities
of larger companies. Adverse publicity and investor
perceptions, whether based on fundamental analysis, can
decrease the value and liquidity of securities held by the
Fund. As a result, their performance can be more volatile
and they face greater risk of business failure, which could
increase the volatility of the Fund’s portfolio.

Technology Sector Risk — The Fund may invest in , and/or
have exposure to, technology-related securities. The market
pricesoftechnology-relatedsecurities tendtoexhibitagreater
degree of market risk and sharp price fluctuations than other
types of securities. These securities may fall in and out of
favor with investors rapidly, which may cause sudden selling
and dramatically lower market prices. Technology securities
also may be affected adversely by changes in technology,
consumer and business purchasing patterns, government
regulation and/or obsolete products or services. In addition,
a rising interest rate environment tends to negatively affect
technology companies. Technology companies having high
market valuations may appear less attractive to investors,
which may cause sharp decreases in their market prices.
Further, those technology companies seeking to finance
expansion would have increased borrowing costs, which
may negatively impact earnings.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
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of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Total Market Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily Total Market Bear 1X Shares (“Fund”)
seeks daily inverse investment results. The pursuit of daily
inverse investment goals means that the return of the Fund
for a period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the MSCI US Broad Market Index. The Fund
seeks daily inverse investment results and does not seek
to achieve its stated investment objective over a period
of time greater than one day. The Fund is different and
much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.45%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund 4.85%
Acquired Fund Fees and Expenses 0.01%

Total Annual Fund Operating Expenses 5.31%
Expense Cap/Reimbursement(1) -4.65%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.66%

(1) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its

management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.65% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

$67 $1,172 $2,270 $4,985
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance. During the most recent fiscal year,
the Fund’s portfolio turnover rate was 0% of the average
value of its portfolio. However, this portfolio turnover rate
is calculated without regard to cash instruments or derivative
transactions. If the Fund's extensive use of derivatives were
reflected, the Fund's portfolio turnover rate would be
significantly higher.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
totheMSCIUSBroadMarket Index (“Index”).Onaday-to-day
basis, the Fund invests the remainder of its assets in money
market funds, depository accounts with institutions with
high quality credit ratings or short-term debt instruments
that have terms-to-maturity of less than 397 days and exhibit
high quality credit profiles, including U.S. government
securities and repurchase agreements. The Fund does not
invest in long equity securities.

The Index is sponsored by Morgan Stanley Capital
International Inc. and represents the universe of companies
in the U.S. equity market, including large-, mid-, small- and
micro-cap companies. The Index targets for inclusion 99%
or more of the total market capitalization of all U.S. common
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stocks regularly traded on the New York Stock Exchange
and the NASDAQ over-the-counter market. The Index is the
aggregation of the MSCI US Investible Market 2500 Index,
which targets for inclusion 2,500 companies representing
the investible universe of the U.S. equity market, and the
MSCI US Micro Cap Index, which targets for inclusion
approximately the bottom 1.5% of the U.S. equity market
capitalization. As of December 31, 2015, the Index was
composed of 3,296 companies. The median market
capitalization of the Index was $930.6 million as of
December 31, 2015. Component securities had capitalizations
ranging from $2.4 million to $600.3 billion as of
December 31, 2015. Components of the Index included the
information technology, financials and health care sectors
as of December 31, 2015.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even

possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
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that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the

Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.
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Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one

year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was14.67%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas24.45%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 10.55%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Financials Sector Risk — The Fund may invest in , and/or
have exposure to, financial services companies. Performance
of companies in the financials sector may be materially
impacted by many factors, including but not limited to,
government regulations, economic conditions, credit rating
downgrades, changes in interest rates and decreased liquidity
in credit markets. Profitability of these companies is largely
dependent on the availability and cost of capital, and can
fluctuate significantly when interest rates change. Credit
losses resulting from financial difficulties of borrowers also
can negatively impact the sector. This sector has experienced
significant losses in the recent past, and the impact of more
stringentcapital requirementsandrecentor futureregulation
on any individual company of the sector as a whole cannot
be predicted.
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Healthcare Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies inthehealthcare
sector. The profitability of companies in the healthcare sector
may be affected by extensive government regulation,
restrictions on government reimbursement for medical
expenses, rising costs of medical products and services, pricing
pressure,an increasedemphasisonoutpatientservices, limited
number of products, industry innovation, changes in
technologies and other market developments. Many
healthcare companies are heavily dependent on patent
protection. The expiration of patents may adversely affect
the profitability of these companies. Many healthcare
companiesaresubject toextensive litigationbasedonproduct
liability and similar claims. Healthcare companies are subject
to competitive forces that may make it difficult to raise prices
and, in fact, may result in price discounting. Many new
products in thehealthcare sectormaybesubject to regulatory
approvals. The process of obtaining such approvals may be
long and costly with no guarantee that any product will
come to market.

Information Technology Sector Risk — The Fund may invest
in, and/or have exposure to, information technology-related
securities. The market prices of information technology-
related securities tend to exhibit a greater degree of market
risk and sharp price fluctuations than other types of securities.
These securities may fall in and out of favor with investors
rapidly, which may cause sudden selling and dramatically
lower market prices. Technology securities also may be
affected adversely by changes in technology, consumer and
business purchasing patterns, government regulation and/or
obsolete products or services. In addition, a rising interest
rate environment tends to negatively affect information
technology companies. These companies having high market
valuations may appear less attractive to investors, which
may cause sharp decreases in their market prices. Further,
those information technology companies seeking to finance
expansion would have increased borrowing costs, which
may negatively impact earnings.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a

purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Micro-CapitalizationCompanyRisk - Stockpricesofmicro-cap
companiesaresignificantlymorevolatile,andmorevulnerable
to adverse business and economic developments than those
of larger companies. In addition, micro-cap companies often
have narrower markets for their goods and/or services and
more limited managerial and financial resources than larger,
more established companies, including companies which
are considered small- or mid-capitalization. Furthermore,
micro-capcompaniesoftenhavelimitedproduct lines, services,
markets, financial resources or are dependent on a small
management group. As a result, their performance can be
more volatile and they face greater risk of business failure,
which could increase the volatility of the Fund’s portfolio.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.
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Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small- and/or Mid-Capitalization Company Risk —
Investing in , and/or having exposure to, the securities of
small- and/or mid-capitalization companies, and securities
that provide exposure to small- and/or mid-capitalization
companies, involvesgreater risksandthepossibilityofgreater
price volatility than investing in more-established,
larger-capitalizationcompanies. Small-andmid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not
have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by the Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
the Fund’s portfolio.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

The following performance information provides some
indication of the risks of investing in the Fund by
demonstrating how its returns have varied from calendar
year to calendar year. The bar chart shows changes in the
Fund’s performance from calendar year to calendar year.
The table shows how the Fund’s average annual returns
for the one-year and since inception periods compare with
those of a broad-based market index for the same periods.
The Fund’s past performance, before and after taxes, is not
necessarily an indication of how the Fund will perform in
the future. Updated performance is available on the Fund’s
website at
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Total Return for the Calendar Years Ended December 31

-16.16%

-26.56%

-13.01%

-3.35%

-30.00%

-25.00%

-20.00%

-15.00%

-10.00%

-5.00%

0.00%

2012 2013 2014 2015

During the period of time shown in the bar chart, the Fund’s
highest calendar quarter return was 6.47% for the quarter
ended September 30, 2015 and its lowest calendar quarter
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return was -11.76% for the quarter ended March 31, 2012.
The year-to-date return as of December 31, 2015 was -3.35%.

Average Annual Total Returns (for the periods ended
December 31, 2015)

1 Year

Since
Inception

(6/15/2011)

Return Before Taxes -3.35% -14.08%
Return After Taxes on Distributions -3.35% -14.41%
Return After Taxes on Distributions

and Sale of Fund Shares -1.89% -9.94%
MSCI US Broad Market Index (reflects

no deduction for fees, expenses or
taxes) 1.06% 11.04%

After-tax returns are calculated using the historically highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may differ
from those shown, and after-tax returns are not relevant
to investors who hold their Fund shares through tax-deferred
arrangements, such as 401(k) plans or individual retirement
accounts. Inaddition, the"ReturnAfterTaxesonDistributions
and Sale of Fund Shares" would be higher if the investor
recognizedacapital lossupontheredemptionofFundshares.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception in
June 2011

Portfolio Manager

Tony Ng Since September
2015

Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily 7-10 Year Treasury Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily 7-10 Year Treasury Bear 1X Shares (“Fund”)
seeks daily inverse investment results. The pursuit of daily
inverse investment goals means that the return of the Fund
for a period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the NYSE 7-10 Year Treasury Bond Index.
The Fund seeks daily inverse investment results and does
not seek to achieve its stated investment objective over
a period of time greater than one day. The Fund is different
and much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.45%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund 2.79%
Acquired Fund Fees and Expenses 0.01%

Total Annual Fund Operating Expenses 3.25%
Expense Cap/Reimbursement(1) -2.59%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.66%

(1) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its

management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.65% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

$67 $758 $1,472 $3,371
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance. During the most recent fiscal year,
the Fund’s portfolio turnover rate was 0% of the average
value of its portfolio. However, this portfolio turnover rate
is calculated without regard to cash instruments or derivative
transactions. If the Fund's extensive use of derivatives were
reflected, the Fund's portfolio turnover rate would be
significantly higher.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the NYSE 7-10 Year Treasury Bond Index (“Index”). On
a day-to-day basis, the Fund invests the remainder of its
assets in money market funds, depository accounts with
institutions with high quality credit ratings or short-term
debt instruments that have terms-to-maturity of less than
397 days and exhibit high quality credit profiles, including
U.S. government securities and repurchase agreements. The
Fund does not invest in long equity securities.

The Index is a multi-security index that includes all qualified
U.S. Treasury bonds. Bonds eligible for inclusion must be:
U.S.TreasuryBonds;bulletor callable issueswith fixedcoupon
payments; denominated in U.S. Dollars; and have a maturity
of 7-10 years at issuance. As of December 31, 2015, the Index
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was composed of 17 bonds. The Index rebalances monthly,
after the close of trading on the last business day of each
month, with coupons re-invested in the Index. The weighting
of the bonds in the Index is reset during the rebalance to
represent the market value of each issue.

Neither the Trust nor the Fund is sponsored, endorsed, sold
or promoted by NYSE EURONEXT or its affiliates (“NYSE
EURONEXT”). NYSE EURONEXT makes no representation
orwarranty regardingtheadvisabilityof investing insecurities
generally, in the Fund particularly, or the ability of the NYSE
7-10 Year Treasury Bond Index, to track general stock market
performance.

NYSE EURONEXT MAKES NO EXPRESS OR IMPLIED
WARRANTIES, AND HEREBY EXPRESSLY DISCLAIMS ALL
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE WITH RESPECT TO THE NYSE
TREASURY INDEXES OR ANY DATA INCLUDED THEREIN. IN
NO EVENT SHALL NYSE EURONEXT HAVE ANY LIABILITY
FOR ANY SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL
DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED
OF THE POSSIBILITY OF SUCH DAMAGES.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even

possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Credit Risk — The Fund could lose money if the issuer or
guarantor of a debt security goes bankrupt or is unable or
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unwilling to make interest payments and/or repay principal.
Changes in an issuer’s financial strength or in an issuer’s
or debt security’s credit rating also may affect a security’s
value and thus have an impact on Fund net asset value and
performance.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Debt Instrument Risk — The value of debt instruments
may increase or decrease as a result of the following: market
fluctuations, changes in interest rates, actual or perceived
inability of issuers, guarantors, or liquidity providers to make
schedule principal or interest payments or illiquidity in debt
securities markets; the risk of low rates of return due to
reinvestment of securities during periods of falling interest
rates or repayment by issuers with higher coupon or interest
rates; and/or the risk of low income due to falling interest
rates. To the extent that interest rates rise, certain underlying
obligationsmaybepaidoff substantially slowerthanoriginally
anticipatedandthevalueof thosesecuritiesmayfall.Changes
in interest rates will likely have a greater impact on the
valueofdebt instruments thathavea longerduration.Returns
on investments in debt instruments would trail the returns
on other investment options, including investments in equity
securities.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations

with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
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the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform

the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
year period ended December 31, 2015 was 6.21%. The Index’s
highest volatility rate for any one calendar year during the
five-year period was 7.89% and volatility for a shorter period
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 4.48%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
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of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Interest Rate Risk — Debt instruments have varying levels
of sensitivity to changes in interest rates. In general, the
price of debt instrument or security will fall when interest
rates rise and rise when interest rates fall. Because the Fund
invests in intermediate-term bonds, the effects of increasing
interest rates may be more pronounced than for investment
in short-term bonds. The U.S. is currently in a period of
historically-low interest rates and it is unclear how much
longer interest rates will remain at their current levels.
Changes or volatility in interest rates may materially affect
the performance of the Fund. The effect of increased interest
rates is more pronounced for any intermediate-term or
longer-term fixed income obligations owned by the Fund.
Recent events in the fixed-income market may expose the
Fund to heightened interest rate risk and volatility.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to

value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
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objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

U.S. Government Securities Risk — A security backed by
the U.S. Treasury or the full faith and credit of the United
States is guaranteed only as to the timely payment of interest
and principal when held to maturity. The market prices for
such securities are not guaranteed and will fluctuate. In
addition, because many types of U.S. government securities
trade actively outside the United States, their prices may
rise and fall as changes in global economic conditions affect
the demand for these securities.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

The following performance information provides some
indication of the risks of investing in the Fund by
demonstrating how its returns have varied from calendar
year to calendar year. The bar chart shows changes in the
Fund’s performance from calendar year to calendar year.
The table shows how the Fund’s average annual returns
for the one-year and since inception periods compare with
those of a broad-based market index for the same periods.
The Fund’s past performance, before and after taxes, is not
necessarily an indication of how the Fund will perform in
the future. Updated performance is available on the Fund’s
website at

www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Total Return for the Calendar Years Ended December 31
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-10.00%
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During the period of time shown in the bar chart, the Fund’s
highest calendar quarter return was 4.06% for the quarter
ended June 30, 2013 and its lowest calendar quarter return
was -5.10% for the quarter ended June 30, 2012. The
year-to-date return as of December 31, 2015 was -3.66%.

Average Annual Total Returns (for the periods ended
December 31, 2015)

1 Year

Since
Inception

(3/23/2011)

Return Before Taxes -3.66% -6.02%
Return After Taxes on Distributions -3.66% -6.02%
Return After Taxes on Distributions

and Sale of Fund Shares -2.07% -4.45%
NYSE 7-10 Year Treasury Bond Index

(reflects no deduction for fees,
expenses or taxes) 1.72% 4.57%

S&P 500® Index (reflects no
deduction for fees, expenses or
taxes) 1.38% 12.42%

After-tax returns are calculated using the historically highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may differ
from those shown, and after-tax returns are not relevant
to investors who hold their Fund shares through tax-deferred
arrangements, such as 401(k) plans or individual retirement
accounts. Inaddition, the"ReturnAfterTaxesonDistributions
and Sale of Fund Shares" would be higher if the investor
recognizedacapital lossupontheredemptionofFundshares.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception in
March 2011

Portfolio Manager

Tony Ng Since September
2015

Portfolio Manager
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Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.

DIREXION SHARES ETF TRUST PROSPECTUS 28



Direxion Daily 20+ Year Treasury Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily 20+ Year Treasury Bear 1X Shares (“Fund”)
seeks daily inverse investment results. The pursuit of daily
inverse investment goals means that the return of the Fund
for a period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the NYSE 20 Year Plus Treasury Bond Index.
The Fund seeks daily inverse investment results and does
not seek to achieve its stated investment objective over
a period of time greater than one day. The Fund is different
and much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.45%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund 0.50%
Acquired Fund Fees and Expenses 0.01%

Total Annual Fund Operating Expenses 0.96%
Expense Cap/Reimbursement(1) -0.30%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.66%

(1) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its

management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.65% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

$67 $276 $502 $1,151
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance. During the most recent fiscal year,
the Fund’s portfolio turnover rate was 0% of the average
value of its portfolio. However, this portfolio turnover rate
is calculated without regard to cash instruments or derivative
transactions. If the Fund's extensive use of derivatives were
reflected, the Fund's portfolio turnover rate would be
significantly higher.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the NYSE 20 Year Plus Treasury Bond Index (“Index”).
On a day-to-day basis, the Fund invests the remainder of
its assets in money market funds, depository accounts with
institutions with high quality credit ratings or short-term
debt instruments that have terms-to-maturity of less than
397 days and exhibit high quality credit profiles, including
U.S. government securities and repurchase agreements. The
Fund does not invest in long equity securities.

The Index is a multi-security index that includes all qualified
U.S. Treasury bonds. Bonds eligible for inclusion must be:
U.S.Treasurybonds;bulletor callable issueswith fixedcoupon
payments; denominated in U.S. Dollars; and have a maturity
of20ormoreyearsat issuance.The Indexrebalancesmonthly,
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after the close of trading on the last business day of each
month, with coupons re-invested in the Index. The weighting
of the bonds in the Index is reset during the rebalance to
represent the market value of each issue. As of
December 31, 2015, the Index was composed of 33 bonds.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Credit Risk — The Fund could lose money if the issuer or
guarantor of a debt security goes bankrupt or is unable or
unwilling to make interest payments and/or repay principal.
Changes in an issuer’s financial strength or in an issuer’s
or debt security’s credit rating also may affect a security’s
value and thus have an impact on Fund net asset value and
performance.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
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illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Debt Instrument Risk — The value of debt instruments
may increase or decrease as a result of the following: market
fluctuations, changes in interest rates, actual or perceived
inability of issuers, guarantors, or liquidity providers to make
schedule principal or interest payments or illiquidity in debt
securities markets; the risk of low rates of return due to
reinvestment of securities during periods of falling interest
rates or repayment by issuers with higher coupon or interest
rates; and/or the risk of low income due to falling interest
rates. To the extent that interest rates rise, certain underlying
obligationsmaybepaidoff substantially slowerthanoriginally
anticipatedandthevalueof thosesecuritiesmayfall.Changes
in interest rates will likely have a greater impact on the
valueofdebt instruments thathavea longerduration.Returns
on investments in debt instruments would trail the returns
on other investment options, including investments in equity
securities.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
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which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends

were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was14.25%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas20.10%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 8.32%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Interest Rate Risk — Debt instruments have varying levels
of sensitivity to changes in interest rates. In general, the
price of debt instrument or security will fall when interest
rates rise and rise when interest rates fall. Because the Fund
invests in long-term bonds, the effect of increasing interest
rates may be more pronounced than investment in
intermediate-term or short-term bonds. The U.S. is currently
in a period of historically-low interest rates and it is unclear
how much longer interest rates will remain at their current
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levels. Changes or volatility in interest rates may materially
affect the performance of the Fund. The effect of increased
interest rates is more pronounced for any intermediate-term
or longer-term fixed income obligations owned by the Fund.
Recent events in the fixed-income market may expose the
Fund to heightened interest rate risk and volatility.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may

besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

U.S. Government Securities Risk — A security backed by
the U.S. Treasury or the full faith and credit of the United
States is guaranteed only as to the timely payment of interest
and principal when held to maturity. The market prices for
such securities are not guaranteed and will fluctuate. In
addition, because many types of U.S. government securities
trade actively outside the United States, their prices may
rise and fall as changes in global economic conditions affect
the demand for these securities.
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Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

The following performance information provides some
indication of the risks of investing in the Fund by
demonstrating how its returns have varied from calendar
year to calendar year. The bar chart shows changes in the
Fund’s performance from calendar year to calendar year.
The table shows how the Fund’s average annual returns
for the one-year and since inception periods compare with
those of a broad-based market index for the same periods.
The Fund’s past performance, before and after taxes, is not
necessarily an indication of how the Fund will perform in
the future. Updated performance is available on the Fund’s
website at
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Total Return for the Calendar Years Ended December 31

-5.84%

12.92%

-23.81%

-2.00%

-40.00%

-20.00%

0.00%

20.00%

2012 2013 2014 2015

During the period of time shown in the bar chart, the Fund’s
highest calendar quarter return was 9.41% for the quarter
ended June 30, 2015 and its lowest calendar quarter return

was -11.78% for the quarter ended June 30, 2012. The
year-to-date return as of December 31, 2015 was -2.00%.

Average Annual Total Returns (for the periods ended
December 31, 2015)

1 Year

Since
Inception

(3/23/2011)

Return Before Taxes -2.00% -11.28%
Return After Taxes on Distributions -2.00% -11.28%
Return After Taxes on Distributions

and Sale of Fund Shares -1.13% -8.09%
NYSE 20+ Year Treasury Bond Index

(reflects no deduction for fees,
expenses or taxes) -1.45% 8.87%

S&P 500® Index (reflects no
deduction for fees, expenses or
taxes) 1.38% 12.42%

After-tax returns are calculated using the historically highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may differ
from those shown, and after-tax returns are not relevant
to investors who hold their Fund shares through tax-deferred
arrangements, such as 401(k) plans or individual retirement
accounts. Inaddition, the"ReturnAfterTaxesonDistributions
and Sale of Fund Shares" would be higher if the investor
recognizedacapital lossupontheredemptionofFundshares.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception in
March 2011

Portfolio Manager

Tony Ng Since September
2015

Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
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be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Corporate Bond Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily Corporate Bond Bear 1X Shares (“Fund”)
seeks daily inverse investment results. The pursuit of daily
inverse investment goals means that the return of the Fund
for a period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the S&P U.S. Corporate Bond Index. The
Fund seeks daily inverse investment results and does not
seek to achieve its stated investment objective over a period
of time greater than one day. The Fund is different and
much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.45%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.30%
Acquired Fund Fees and Expenses(1) 0.02%

Total Annual Fund Operating Expenses 0.77%
Expense Cap/Reimbursement(2) -0.10%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.67%

(1) OtherExpensesandAcquiredFundFeesandExpensesareestimated
for the Fund's current fiscal year.

(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement

withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.65% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$68 $236
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the S&P U.S. Corporate Bond Index (“Index”). On a
day-to-day basis, the Fund invests the remainder of its assets
in money market funds, depository accounts with institutions
withhighqualitycredit ratingsor short-termdebt instruments
that have terms-to-maturity of less than 397 days and exhibit
high quality credit profiles, including U.S. government
securities and repurchase agreements. The Fund does not
invest in long equity securities.

The Index is a broad bond index which tracks the liquid,
tradable and highly-rated portion of the U.S. Corporate bond
market. Bonds eligible for inclusion must be denominated
in U.S. Dollars, Fixed Rate, Non-Zero coupon bonds; and
bullet bonds (callable and putable bonds are excluded), with
a minimum balance size of 750 million. Such bonds must
be rated investment grade, defined as being rated within
the four highest ratings categories by at least one of the
following investment agencies: S&P, Moody’s, or Fitch.
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Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes

(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Credit Risk — The Fund could lose money if the issuer or
guarantor of a debt security goes bankrupt or is unable or
unwilling to make interest payments and/or repay principal.
Changes in an issuer’s financial strength or in an issuer’s
or debt security’s credit rating also may affect a security’s
value and thus have an impact on Fund net asset value and
performance.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
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Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Debt Instrument Risk — The value of debt instruments
may increase or decrease as a result of the following: market
fluctuations, changes in interest rates, actual or perceived
inability of issuers, guarantors, or liquidity providers to make
schedule principal or interest payments or illiquidity in debt
securities markets; the risk of low rates of return due to
reinvestment of securities during periods of falling interest
rates or repayment by issuers with higher coupon or interest
rates; and/or the risk of low income due to falling interest
rates. To the extent that interest rates rise, certain underlying
obligationsmaybepaidoff substantially slowerthanoriginally
anticipatedandthevalueof thosesecuritiesmayfall.Changes
in interest rates will likely have a greater impact on the
valueofdebt instruments thathavea longerduration.Returns
on investments in debt instruments would trail the returns
on other investment options, including investments in equity
securities.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne

by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to

DIREXION SHARES ETF TRUST PROSPECTUS 38



implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the

estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index had not commenced operations as of the date
of this Prospectus and therefore historical Index volatility
andperformancearenotyetavailable. In thefuture,historical
Index volatility and performance will be presented in this
section. Historical Index volatility and performance are not
indications of what the Index volatility and performance
will be in the future. The volatility of ETFs or instruments
that reflect the value of the Index such as swaps, may differ
from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
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Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Interest Rate Risk — Debt instruments have varying levels
of sensitivity to changes in interest rates. In general, the
price of debt instrument or security will fall when interest
rates rise and rise when interest rates fall. The U.S. is currently
in a period of historically-low interest rates and it is unclear
how much longer interest rates will remain at their current
levels. Changes or volatility in interest rates may materially
affect the performance of the Fund. The effect of increased
interest rates is more pronounced for any intermediate-term
or longer-term fixed income obligations owned by the Fund.
Recent events in the fixed-income market may expose the
Fund to heightened interest rate risk and volatility.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,

regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Prepayment Risk — Many types of debt securities are subject
to prepayment risk, which is the risk that the issuer of the
security will repay principal prior to the maturity date.
Securities subject to prepayment can offer less potential
for gains during a declining interest rate environment and
similar or greater potential for loss in a rising interest rate
environment. Inaddition, thepotential impactofprepayment
features on the price of a debt security can be difficult to
predict and result in greater volatility. As a result, the Fund
may have to reinvest its assets in other debt securities that
have lower yields.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
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limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Municipal Bond Taxable Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily Municipal Bond Taxable Bear 1X Shares
(“Fund”) seeks daily inverse investment results. The pursuit
of daily inverse investment goals means that the return of
the Fund for a period longer than a full trading day may
have no resemblance to -100% of the return of its underlying
index for such longer period because the aggregate return
of the Fund is the product of the series of each trading day’s
daily returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the S&P National AMT-Free Municipal Bond
Index. The Fund seeks daily inverse investment results and
does not seek to achieve its stated investment objective
over a period of time greater than one day. The Fund is
different and much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.45%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.30%
Acquired Fund Fees and Expenses(1) 0.02%

Total Annual Fund Operating Expenses 0.77%
Expense Cap/Reimbursement(2) -0.10%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.67%

(1) OtherExpensesandAcquiredFundFeesandExpensesareestimated
for the Fund's current fiscal year.

(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement

withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.65% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$68 $236
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
totheS&PNationalAMT-FreeMunicipalBondIndex(“Index”).
On a day-to-day basis, the Fund invests the remainder of
its assets in money market funds, depository accounts with
institutions with high quality credit ratings or short-term
debt instruments that have terms-to-maturity of less than
397 days and exhibit high quality credit profiles, including
U.S. government securities and repurchase agreements. The
Fund does not invest in long equity securities.

The Index is a broad, comprehensive, market value-weighted
index designed to measure the performance of the
tax-exempt, investment-grade U.S. municipal bond market.
Index constituents are derived from the Standard &
Poor’s/Investor tools Municipal Bond Index. A bond must
meet all of the following criteria on the rebalancing date
in order to be classified as an eligible bond: the bond issuer
is a state, local government, or agency such that interest
on the bond is exempt from federal income tax; a bond
must have a rating of at least BBB- by Standard & Poor’s,
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Baa3 by Moody’s, or BBB- by Fitch; the bond must be
denominated in U.S. Dollars (“USD”); each bond must be
a constituent of a deal where the deal’s original offering
amount was at least $100 million USD; as of the next
rebalancing date, the bond must have a minimum term to
maturityand/orcalldategreaterthanorequal toonecalendar
month plus one calendar day; the amount outstanding, or
Par Amount, is used to determine the weight of the bond
in the Index; and the bond must have a minimum Par Amount
of $25 million USD. At each monthly rebalancing, no issuer
can represent more than 25% of the weight of the Index,
and individual issuers that represent 5% of the Index’s weight
cannot account for more than 50% of the Index in aggregate.
The Index is generally reviewed and rebalanced on a monthly
basis. As of December 31, 2015, the Index had 10,555
constituents and a weighted average maturity of 13.46 years.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will

achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Credit Risk — The Fund could lose money if the issuer or
guarantor of a debt security goes bankrupt or is unable or
unwilling to make interest payments and/or repay principal.
Changes in an issuer’s financial strength or in an issuer’s
or debt security’s credit rating also may affect a security’s
value and thus have an impact on Fund net asset value and
performance.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
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that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Debt Instrument Risk — The value of debt instruments
may increase or decrease as a result of the following: market
fluctuations, changes in interest rates, actual or perceived
inability of issuers, guarantors, or liquidity providers to make
schedule principal or interest payments or illiquidity in debt
securities markets; the risk of low rates of return due to
reinvestment of securities during periods of falling interest
rates or repayment by issuers with higher coupon or interest
rates; and/or the risk of low income due to falling interest
rates. To the extent that interest rates rise, certain underlying
obligationsmaybepaidoff substantially slowerthanoriginally
anticipatedandthevalueof thosesecuritiesmayfall.Changes
in interest rates will likely have a greater impact on the
valueofdebt instruments thathavea longerduration.Returns
on investments in debt instruments would trail the returns
on other investment options, including investments in equity
securities.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller

gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
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number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance

for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
year period ended December 31, 2015 was 3.29%. The Index’s
highest volatility rate for any one calendar year during the
five-year period was 3.30% and volatility for a shorter period
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 5.20%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
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Funds” in the Fund’s Statement of Additional
Information.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Interest Rate Risk — Debt instruments have varying levels
of sensitivity to changes in interest rates. In general, the
price of debt instrument or security will fall when interest
rates rise and rise when interest rates fall. The U.S. is currently
in a period of historically-low interest rates and it is unclear
how much longer interest rates will remain at their current
levels. Changes or volatility in interest rates may materially
affect the performance of the Fund. The effect of increased
interest rates is more pronounced for any intermediate-term
or longer-term fixed income obligations owned by the Fund.
Recent events in the fixed-income market may expose the
Fund to heightened interest rate risk and volatility.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government

agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Municipal Securities Risk — Municipal issuers are subject
touniquefactorsaffectingtheirability topaydebtobligations.
As such, investment in municipal securities carries additional
risk. Changes in federal, state or local laws may make a
municipal issuer unable to make interest payments when
due. Municipal securities backed by current or anticipated
revenues from a specific project or specific assets can be
negatively affected by the inability to collect revenue, for
the project or from the assets. Moreover, an adverse
interpretation of the tax status of municipal securities may
make such securities decline in value.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Prepayment Risk — Many types of debt securities are subject
to prepayment risk, which is the risk that the issuer of the
security will repay principal prior to the maturity date.
Securities subject to prepayment can offer less potential
for gains during a declining interest rate environment and
similar or greater potential for loss in a rising interest rate
environment. Inaddition, thepotential impactofprepayment
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features on the price of a debt security can be difficult to
predict and result in greater volatility. As a result, the Fund
may have to reinvest its assets in other debt securities that
have lower yields.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may

receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
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Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Total Bond Market Bear 1X Shares

Important Information Regarding the Fund

TheDirexionDailyTotalBondMarketBear1XShares (“Fund”)
seeks daily inverse investment results. The pursuit of daily
inverse investment goals means that the return of the Fund
for a period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the Barclays US Aggregate Bond Index.
The Fund seeks daily inverse investment results and does
not seek to achieve its stated investment objective over
a period of time greater than one day. The Fund is different
and much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.45%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund 1.89%
Acquired Fund Fees and Expenses 0.01%

Total Annual Fund Operating Expenses 2.35%
Expense Cap/Reimbursement(1) -1.69%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.66%

(1) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its

management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.65% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

$67 $571 $1,101 $2,556
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance. During the most recent fiscal year,
the Fund’s portfolio turnover rate was 0% of the average
value of its portfolio. However, this portfolio turnover rate
is calculated without regard to cash instruments or derivative
transactions. If the Fund's extensive use of derivatives were
reflected, the Fund's portfolio turnover rate would be
significantly higher.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the Barclays US Aggregate Bond Index (“Index”). On a
day-to-day basis, the Fund invests the remainder of its assets
in money market funds, depository accounts with institutions
withhighqualitycredit ratingsor short-termdebt instruments
that have terms-to-maturity of less than 397 days and exhibit
high quality credit profiles, including U.S. government
securities and repurchase agreements. The Fund does not
invest in long equity securities.

The Indexmeasures theperformanceofthe investmentgrade,
U.S. Dollar denominated, fixed-rate taxable bond market,
and is composed of U.S. Treasury bonds, government-related
bonds, investment-grade corporate bonds, mortgage
pass-through securities, commercial mortgage-backed
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securities and asset-backed securities. All bonds included
in the Index must be denominated in U.S. Dollars, have a
fixed rate, be non-convertible, be publicly offered in the
U.S. and have at least one year remaining until maturity.
The Index is capitalizationweightedandrebalancedmonthly.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Asset-Backed Securities Risk - Payment of interest and
repayment of principal may be impacted by the cash flows
generated by the assets backing these securities. The value
of the Fund’s asset-backed securities also may be affected
by changes in interest rates, the availability of information
concerning the interest in, and structure of, the pools of
purchase contracts, financing leases or sales agreements
that are represented by these securities, the creditworthiness
of the servicing agent for the pool, the originator of the
loans or receivables, or the entities that provide any
supporting letters of credit, surety bonds, or other credit
enhancements.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Credit Risk — The Fund could lose money if the issuer or
guarantor of a debt security goes bankrupt or is unable or
unwilling to make interest payments and/or repay principal.
Changes in an issuer’s financial strength or in an issuer’s
or debt security’s credit rating also may affect a security’s
value and thus have an impact on Fund net asset value and
performance.

DIREXION SHARES ETF TRUST PROSPECTUS 50



Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Debt Instrument Risk — The value of debt instruments
may increase or decrease as a result of the following: market
fluctuations, changes in interest rates, actual or perceived
inability of issuers, guarantors, or liquidity providers to make
schedule principal or interest payments or illiquidity in debt
securities markets; the risk of low rates of return due to
reinvestment of securities during periods of falling interest
rates or repayment by issuers with higher coupon or interest
rates; and/or the risk of low income due to falling interest
rates. To the extent that interest rates rise, certain underlying
obligationsmaybepaidoff substantially slowerthanoriginally
anticipatedandthevalueof thosesecuritiesmayfall.Changes
in interest rates will likely have a greater impact on the
valueofdebt instruments thathavea longerduration.Returns
on investments in debt instruments would trail the returns
on other investment options, including investments in equity
securities.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those

associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
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the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
year period ended December 31, 2015 was 3.26%. The Index’s
highest volatility rate for any one calendar year during the
five-year period was 3.97% and volatility for a shorter period
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 3.25%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
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Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Interest Rate Risk — Debt instruments have varying levels
of sensitivity to changes in interest rates. In general, the
price of debt instrument or security will fall when interest
rates rise and rise when interest rates fall. The U.S. is currently
in a period of historically-low interest rates and it is unclear
how much longer interest rates will remain at their current
levels. Changes or volatility in interest rates may materially
affect the performance of the Fund. The effect of increased
interest rates is more pronounced for any intermediate-term
or longer-term fixed income obligations owned by the Fund.
Recent events in the fixed-income market may expose the
Fund to heightened interest rate risk and volatility.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Prepayment Risk — Many types of debt securities are subject
to prepayment risk, which is the risk that the issuer of the
security will repay principal prior to the maturity date.
Securities subject to prepayment can offer less potential
for gains during a declining interest rate environment and
similar or greater potential for loss in a rising interest rate
environment. Inaddition, thepotential impactofprepayment
features on the price of a debt security can be difficult to
predict and result in greater volatility. As a result, the Fund
may have to reinvest its assets in other debt securities that
have lower yields.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
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desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

U.S. Government Securities Risk — A security backed by
the U.S. Treasury or the full faith and credit of the United
States is guaranteed only as to the timely payment of interest
and principal when held to maturity. The market prices for
such securities are not guaranteed and will fluctuate. In
addition, because many types of U.S. government securities
trade actively outside the United States, their prices may
rise and fall as changes in global economic conditions affect
the demand for these securities.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

The following performance information provides some
indication of the risks of investing in the Fund by
demonstrating how its returns have varied from calendar
year to calendar year. The bar chart shows changes in the
Fund’s performance from calendar year to calendar year.
The table shows how the Fund’s average annual returns
for the one-year and since inception periods compare with
those of a broad-based market index for the same periods.

The Fund’s past performance, before and after taxes, is not
necessarily an indication of how the Fund will perform in
the future. Updated performance is available on the Fund’s
website at
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Total Return for the Calendar Years Ended December 31

-4.38%

1.05%

-6.63%

-1.44%

-8.00%

-6.00%

-4.00%

-2.00%

0.00%

2.00%

2012 2013 2014 2015

During the period of time shown in the bar chart, the Fund’s
highest calendar quarter return was 2.44% for the quarter
ended June 30, 2013 and its lowest calendar quarter return
was -2.14% for the quarter ended December 31, 2014. The
year-to-date return as of December 31, 2015 was -1.44%.

Average Annual Total Returns (for the periods ended
December 31, 2015)

1 Year

Since
Inception

(3/23/2011)

Return Before Taxes -1.44% -4.00%
Return After Taxes on Distributions -1.44% -4.00%
Return After Taxes on Distributions

and Sale of Fund Shares -0.81% -2.99%
Barclays Capital US Aggregate Bond

Index (reflects no deduction for
fees, expenses or taxes) 0.55% 3.25%

S&P 500® Index (reflects no
deduction for fees, expenses or
taxes) 1.38% 12.42%

After-tax returns are calculated using the historically highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may differ
from those shown, and after-tax returns are not relevant
to investors who hold their Fund shares through tax-deferred
arrangements, such as 401(k) plans or individual retirement
accounts. Inaddition, the"ReturnAfterTaxesonDistributions
and Sale of Fund Shares" would be higher if the investor
recognizedacapital lossupontheredemptionofFundshares.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:
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Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception in
March 2011

Portfolio Manager

Tony Ng Since September
2015

Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily CSI 300 China A Share Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily CSI 300 China A Share Bear 1X Shares
(“Fund”) seeks daily inverse investment results. The pursuit
of daily inverse investment goals means that the return of
the Fund for a period longer than a full trading day may
have no resemblance to -100% of the return of its underlying
index for such longer period because the aggregate return
of the Fund is the product of the series of each trading day’s
daily returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the CSI 300 Index. The Fund seeks daily
inverse investment results and does not seek to achieve
its stated investment objective over a period of time greater
than one day. The Fund is different and much riskier than
most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.60%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund 0.23%

Total Annual Fund Operating Expenses 0.83%
Expense Cap/Reimbursement(1) -0.03%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.80%

(1) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses

through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.80% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10 Years

$82 $262 $458 $1,023
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes to shareholders who
hold Fund shares in a taxable account. These costs, which
are not reflected in Annual Fund Operating Expenses or
in the example, affect the Fund’s performance. The Fund’s
portfolio turnover rate was 0% of the average value of its
portfolio for the fiscal period from the Fund’s inception
on June 17, 2015 through October 31, 2015. However, this
portfolio turnover rate is calculated without regard to cash
instruments or derivative transactions. If the Fund's extensive
useofderivativeswerereflected, theFund'sportfolioturnover
rate would be significantly higher.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the CSI 300 Index (“Index”). On a day-to-day basis, the
Fund invests the remainder of its assets in money market
funds, depository accounts with institutions with high quality
credit ratings or short-term debt instruments that have
terms-to-maturity of less than 397 days and exhibit high
quality credit profiles, including U.S. government securities
and repurchase agreements. The Fund does not invest in
long equity securities.

The Index is a modified free-float market capitalization
weighted index comprised of the largest and most liquid
stocks intheChineseA-sharemarket.AsofDecember31,2015,
the Index included 300 securities of companies with a market
capitalization range of approximately $2.7 billion to $242.7
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billion and an average market capitalization of $84.3 billion.
Index constituent stocks must have been listed for more
than three months (unless the stock’s average daily A-share
market capitalization since its initial listing ranks among
the top 30 of all A-shares) and must not be experiencing
obvious abnormal fluctuations or market manipulations.
As of December 31, 2015, the Index was concentrated in
the financials and industrials sectors.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

A-shares are issued by companies incorporated in the People’s
Republic of China (“China” or the “PRC”). A-shares are traded
in renminbi (“RMB”) on the Shenzhen or Shanghai Stock
Exchanges. The A-share market in China is made available
to domestic PRC investors and certain foreign investors,
including those foreign investors that have been approved
asRenminbiQualifiedForeign Institutional Investors (“RQFII”)
or as Qualified Foreign Institutional Investors (“QFII”). A
RQFII or QFII license may be obtained by submitting an
application to the China Securities Regulatory Commission
(“CSRC”). After obtaining a RQFII or QFII license, the RQFII
or QFII also applies to China’s State Administration of Foreign
Exchange (“SAFE”) for a specific aggregate dollar amount
investment quota in which the RQFII or QFII can invest in
A-shares.

Because the Fund does not satisfy the criteria to qualify as
a RQFII or QFII itself, the Fund expects to invest a majority
of its assets in swaps that provide short exposure to funds
that seek to replicate the performance of the Index. The
Fund may also utilize futures contracts and other types of
derivative instruments or financial instruments that seek
to replicate the performance of the Index to obtain the
inverseexposurenecessary toachieve its investmentobjective.
At times, however, the Fund will utilize other derivatives
and investment strategies which may include gaining inverse
exposure to only a representative sample of the securities
in the Index that have aggregate characteristics similar to
those of the Index. The Fund may do this by utilizing swaps
that provide short exposure on ETFs that track a similar index
or futures contracts on a similar index.

Derivatives are financial instruments that derive value from
the underlying reference asset or assets, such as stocks, bonds,
or funds (including ETFs), interest rates or indexes. The Fund
invests in derivatives as a substitute for directly shorting
securities in order to gain inverse exposure to the Index or
its components. The Fund seeks to remain fully invested
at all times consistent with its stated investment objective.
Atthecloseofthemarketseachtradingday,Raffertypositions
the Fund’s portfolio so that its exposure to the Index is
consistent with the Fund’s investment objective. The impact
of the Index’s movements during the day will affect whether
the Fund’s portfolio needs to be re-positioned. For example,
if the Index has fallen on a given day, net assets of the Fund
should rise, meaning that the Fund’s exposure will need

to be increased. Conversely, if the Index has risen on a given
day, net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
typically results in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Special Risk Considerations Relating to RQFII and QFII
Investments Risk - The Fund’s ability to achieve its investment
objective is dependent on the ability of other ETFs and
counterparties to obtain their QFII or RQFII quota. The Fund
also cannot predict what would occur if general QFII or RQFII
quotaswerereducedoreliminated.Eithercircumstancewould
likely have a material adverse impact on the Fund through
its indirect investments and would likely adversely affect
the willingness and ability of potential swap counterparties
to engage in swaps with the Fund that are linked to the
performance of A-shares. Additionally, other ETFs may limit
or suspend creation unit activity and shares could trade at
a significant premium or discount to its net asset value and
therefore impact the Fund’s ability to obtain exposure to
the Index and the Fund’s ability to achieve its investment
objective or obtain a high correlation to the Index.

Presently, there are a limited number of firms and potential
counterparties that have RQFII or QFII status or are willing
and able to enter into swap transactions linked to the
performance of A-shares. If the Fund is unable to obtain
sufficient inverse exposure to the Index due to the limited
availability of necessary investments or financial instruments,
the Fund could, among other things, as a defensive measure,
limit or suspend creation units until the Adviser determines
that the requisite exposure to the Index is obtainable. During
the period that creation units are suspended, the Fund could
trade at a significant premium or discount to its net asset
value and could experience substantial redemptions.
Alternatively, the Fund could change its investment objective,
by example, seeking inverse exposure to track an alternative
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index focused on Chinese-related stocks other than A-shares
or other appropriate investments, or decide to liquidate
the Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Authorized Participants Concentration Risk — The Fund
may have a limited number of financial institutions that
may act as Authorized Participants. To the extent that those
Authorized Participants exit the business or are unable to
process creation and/or redemption orders, Shares may trade
at a discount to net asset value.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

China Investing Risk - Because of the inverse nature of the
Fund’s intended returns, the occurrence of some of these
events may be favorable to the Fund’s returns, however,
non-occurrence of these events could have no effect on
the Fund’s returns, or could cause the value of the Fund’s
assets to decrease. Although the Fund will not invest directly
in A-shares, it is subject, indirectly, to certain risks applicable
to investing in A-shares. Investing in securities of Chinese
companies, including investments that provide exposure
to A-shares, involves certain risks and considerations not
typically associated with investing in securities of U.S. issuers,
including, among others (i) the small size of the market
for Chinese securities and low trading volume, resulting in
a lack of liquidity and in price volatility; (ii) currency
devaluations and other currency exchange rate fluctuation
or blockage; (iii) the nature and extent of intervention by
the PRC government in the Chinese securities markets,
whether such intervention will continue and the impact
of such intervention or its discontinuation; (iv) the risk of
nationalization or expropriation of assets; (v) the risk that
the PRC government may decide not to continue to support
economic reform programs; (vi) limitation on the use of
brokers; (vii) higher rates of inflation; (viii) greater political,
economic and social uncertainty; (ix) market volatility caused
bypotential regionalor territorial conflictsornaturaldisasters
and; (x) the risk of increased trade tariffs, embargoes and
other trade limitations. These factors can directly affect
A-shares, and may indirectly affect investments that derive
their value from A-shares.

The economy of China differs, often unfavorably, from the
U.S. economy in such respects as structure, general
development, government involvement, wealth distribution,
rate of inflation, growth rate, interest rates, allocation of
resourcesandcapital reinvestmentandothers.ThePRCcentral

government has historically exercised substantial control
over virtually every sector of the Chinese economy through
administrative regulation and/or state ownership and actions
of the PRC central and local government authorities continue
to have a substantial effect on economic conditions in China.
In addition, previously the PRC government has from time
totimetakenactions that influencethepricesatwhichcertain
goods may be sold, encourage companies to invest or
concentrate in particular industries, induce mergers between
companies in certain industries and induce private companies
to publicly offer their securities to increase or continue the
rate of economic growth, control the rate of inflation or
otherwise regulate economic expansion. It may do so in
the future as well, potentially having a significant adverse
effect on economic conditions in China.

The Chinese securities markets are emerging markets with
limited operating history characterized by relatively low
trading volume, resulting in substantially less liquidity and
greater price volatility. Liquidity risks may be more
pronouncedfor theA-sharemarket thanforChinesesecurities
markets in general because the A-share market is subject
to greater government restrictions and control, including
tradingsuspensions.PricefluctuationsofA-sharesarecurrently
limited to either 5% or 10% per trading day. In addition,
there is less regulation and monitoring of Chinese securities
markets and the activities of investors, brokers and other
participants than in the United States. Accounting, auditing
and financial reporting standards in China are different from
U.S. standards and, therefore, disclosure of certain material
information may not be made. In addition, less information
may be available than would be the case if investments were
restricted to securities of U.S. issuers. There is also generally
less governmental regulation of the securities industry in
China, and less enforcement of regulatory provisions relating
thereto, than in the United States. Additionally, it may be
more difficult to obtain a judgment in a court outside of
the United States.

ThePRCgovernment strictly regulates thepaymentof foreign
currency denominated obligations and sets monetary policy.
In addition, the Chinese economy is export-driven and highly
reliant on trade. Adverse changes to the economic conditions
of its primary trading partners, such as the United States,
Japan and South Korea, would adversely impact the Chinese
economy. An economic downturn in China would materially
impact the Fund’s performance.

Emerging markets such as China can experience high rates
of inflation, deflation and currency devaluation. The value
of the RMB may be subject to a high degree of fluctuation
due to, among other things, changes in interest rates, the
effects of monetary policies issued by the PRC, the United
States, foreign governments, central banks or supranational
entities, the imposition of currency controls of other national
or global political or economic developments. The Fund’s
exposure to the RMB and changes in value of the RMB versus
the U.S. Dollar may result in reduced returns of the Fund
and result in volatility. The RMB is currently not a freely
convertible currency. The PRC government places strict
regulations on RMB and sets the value of RMB to levels
dependent on the value of the U.S. Dollar, but the PRC
governmenthasbeenunderpressure tomanagethecurrency
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in a less restrictive fashion so that it is less correlated to
theU.S.Dollar.ThePRCgovernment’s impositionofrestrictions
on the repatriation of RMB out of mainland China may limit
the depth of the offshore RMB market and may reduce the
liquidity of Chinese investments. There may not be sufficient
amounts of RMB for funds that invest directly in A-shares
because there is limited availability of the RMB currency.
As a result, funds may not be able to be fully invested in
A-shares.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Currency Exchange Rate Risk — Changes in foreign currency
exchange rates will affect the value of the Fund’s investments
in securities denominated in a country’s currency and the
Fund’s share price. Generally, when the U.S. Dollar rises in
valueagainstaforeigncurrency,an investment inthatcountry
loses value because that currency is worth fewer U.S. Dollars.
Devaluation of a currency by a country’s government or
banking authority also will have a significant impact on
the value of any investments denominated in that currency.
Currency markets generally are not as regulated as securities
markets.Additionally, theFundmayinvest ina limitednumber
of currencies. As a result, an increase or decrease in the
value of any of these currencies would have a greater impact
on the Fund’s net asset value and total return than if the
Fund held a more diversified number of currencies.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or

illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
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close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,

provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.
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One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was23.97%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas40.36%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 5.78%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Emerging Markets Risk — Investing in, and/or having
exposure to, emerging markets instruments involve greater
risks than investing in foreign instruments in general. Risks
of investing in emerging market countries include political
or social upheaval, nationalization of businesses, restrictions
on foreign ownership and prohibitions on the repatriation
ofassetsandrisks fromaneconomy’sdependenceonrevenues
from particular commodities or industries. In addition,
currency transfer restrictions, limited potential buyers for
such instruments, delays and disruption in settlement
procedures and illiquidity or low volumes of transactions
may make exits difficult or impossible at times.

Financials Sector Risk — The Fund may invest in , and/or
have exposure to, financial services companies. Performance
of companies in the financials sector may be materially
impacted by many factors, including but not limited to,
government regulations, economic conditions, credit rating
downgrades, changes in interest rates and decreased liquidity
in credit markets. Profitability of these companies is largely
dependent on the availability and cost of capital, and can
fluctuate significantly when interest rates change. Credit
losses resulting from financial difficulties of borrowers also
can negatively impact the sector. This sector has experienced
significant losses in the recent past, and the impact of more
stringentcapital requirementsandrecentor futureregulation

on any individual company of the sector as a whole cannot
be predicted.

Foreign Securities Risk — Investing in, and/or having
exposure to, foreign instruments may involve greater risks
than investing in domestic instruments. As a result, the Fund’s
returns and net asset value may be affected to a large degree
byfluctuations incurrencyexchangerates,political,diplomatic
or economic conditions and regulatory requirements in other
countries. The laws and accounting, auditing, and financial
reporting standards in foreign countries typically are not
as strict as they are in the U.S., and there may be less public
information available about foreign companies.

GeographicConcentrationRisk — Investments inaparticular
country or geographic region may be particularly susceptible
topolitical,diplomaticoreconomic conditionsandregulatory
requirements. As a result, the Fund may be more volatile
than a more geographically diversified fund.

Industrials Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies in the industrials
sector. Stock prices of issuers in the industrial sector are
affectedbysupplyanddemandbothfor their specificproduct
or service and for industrials sector products in general.
Government regulation, world events and economic
conditions will also affect the performance of investment
in such issuers. Aerospace and defense companies, a
component of the industrials sector, can be significantly
affectedbygovernmentsspendingpoliciesbecausecompanies
involved in this industry rely to a significant extent on U.S.
andothergovernmentdemandfortheirproductsandservices.
Thus, the financial condition of, and investor interest in,
aerospace and defense companies are heavily influenced
by government defense spending policies which are typically
under pressure from efforts to the control government
spending budgets. Transportation companies, another
component of the industrials sector, are subject to cyclical
performance and therefore investment in such companies
may experience occasional sharp price movements which
may result from changes in the economy, fuel prices, labor
agreements and insurance costs.

International Closed-Market Trading Risk — Because the
Fund may invest in and/or have exposure to investments
that may be traded in markets that are closed when the
NYSE Arca, Inc. is open, there are likely to be deviations
between the current value of an underlying investment and
last sale pricing (i.e., the last quote from its closed foreign
market), resulting in premiums or discounts to net asset
value that may be greater than those experienced by other
ETFs.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
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day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the

way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small- and/or Mid-Capitalization Company Risk —
Investing in , and/or having exposure to, the securities of
small- and/or mid-capitalization companies, and securities
that provide exposure to small- and/or mid-capitalization
companies, involvesgreater risksandthepossibilityofgreater
price volatility than investing in more-established,
larger-capitalizationcompanies. Small-andmid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not
have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by the Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
the Fund’s portfolio.

Valuation Time Risk — The Fund values its portfolio as of
the close of regular trading on the New York Stock Exchange
(generally 4:00 p.m. Eastern Time). In some cases, foreign
markets may close before the New York Stock Exchange
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opens or may not be open for business on the same calendar
days as the Fund. As a result, the performance of a fund
that tracks a foreign market index or an index that includes
foreign securities can vary from the performance of that
index.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it does not have annual returns for at least one
full calendaryearprior to thedateof thisProspectus.Updated
performance will be available on the Fund’s website at
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception in
June 2015

Portfolio Manager

Tony Ng Since September
2015

Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily SME-ChiNext 100 China A Shares Bear 1X
Share

Important Information Regarding the Fund

The Direxion Daily SME-ChiNext 100 China A Shares Bear
1X Share (“Fund”) seeks daily inverse investment results.
The pursuit of daily inverse investment goals means that
the return of the Fund for a period longer than a full trading
day may have no resemblance to -100% of the return of
its underlying index for such longer period because the
aggregate return of the Fund is the product of the series
of each trading day’s daily returns. During periods of market
volatility, the volatility of the underlying index may affect
the Fund’s return as much as or more than the return of
the underlying index. Further, the return for investors that
invest for periods less than a full trading day or for a period
different than a trading day will not be the product of the
return of the Fund’s stated investment objective and the
performance of the underlying index for the full trading
day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the SME-ChiNext 100 Index. The Fund seeks
daily inverse investment results and does not seek to achieve
its stated investment objective over a period of time greater
than one day. The Fund is different and much riskier than
most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.60%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.21%

Total Annual Fund Operating Expenses 0.81%
Expense Cap/Reimbursement(2) -0.01%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.80%

(1) Other Expenses are estimated for the Fund's current fiscal year.
(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)

has entered into an Operating Expense Limitation Agreement

withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.80% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$82 $258
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the SME-ChiNext 100 Index (“Index”). On a day-to-day
basis, the Fund invests the remainder of its assets in money
market funds, depository accounts with institutions with
high quality credit ratings or short-term debt instruments
that have terms-to-maturity of less than 397 days and exhibit
high quality credit profiles, including U.S. government
securities and repurchase agreements. The Fund does not
invest in long equity securities.

The Index is a modified, free-float adjusted index intended
to track the performance of the 100 largest and most liquid
stocks listed and trading on the Small and Medium Enterprise
(“SME”) Board and the ChiNext Board of the Shenzhen Stock
Exchange. The Index includes small- and mid-capitalization
companies and is comprised of China A-shares. As of
December 31, 2015, the Index included 100 constituents.
As of December 31, 2015, the Index was concentrated in
the information technology, industrial and consumer
discretionary sectors.
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The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

A-shares are issued by companies incorporated in the People’s
Republic of China (“China” or the “PRC”). A-shares are traded
in renminbi (“RMB”) on the Shenzhen or Shanghai Stock
Exchanges. The A-share market in China is made available
to domestic PRC investors and certain foreign investors,
including those foreign investors that have been approved
asRenminbiQualifiedForeign Institutional Investors (“RQFII”)
or as Qualified Foreign Institutional Investors (“QFII”). A
RQFII or QFII license may be obtained by submitting an
application to the China Securities Regulatory Commission
(“CSRC”). After obtaining a RQFII or QFII license, the RQFII
or QFII also applies to China’s State Administration of Foreign
Exchange (“SAFE”) for a specific aggregate dollar amount
investment quota in which the RQFII or QFII can invest in
A-shares.

Because the Fund does not satisfy the criteria to qualify as
a RQFII or QFII itself, the Fund expects to invest a majority
of its assets in swaps that provide short exposure to funds
that seek to replicate the performance of the Index. The
Fund may also utilize futures contracts and other types of
derivative instruments or financial instruments that seek
to replicate the performance of the Index to obtain the
inverseexposurenecessary toachieve its investmentobjective.
At times, however, the Fund will utilize other derivatives
and investment strategies which may include gaining inverse
exposure to only a representative sample of the securities
in the Index that have aggregate characteristics similar to
those of the Index. The Fund may do this by utilizing swaps
that provide short exposure on ETFs that track a similar index
or futures contracts on a similar index.

Derivatives are financial instruments that derive value from
the underlying reference asset or assets, such as stocks, bonds,
or funds (including ETFs), interest rates or indexes. The Fund
invests in derivatives as a substitute for directly shorting
securities in order to gain inverse exposure to the Index or
its components. The Fund seeks to remain fully invested
at all times consistent with its stated investment objective.
Atthecloseofthemarketseachtradingday,Raffertypositions
the Fund’s portfolio so that its exposure to the Index is
consistent with the Fund’s investment objective. The impact
of the Index’s movements during the day will affect whether
the Fund’s portfolio needs to be re-positioned. For example,
if the Index has fallen on a given day, net assets of the Fund
should rise, meaning that the Fund’s exposure will need
to be increased. Conversely, if the Index has risen on a given
day, net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
typically results in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely

differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Special Risk Considerations Relating to RQFII and QFII
Investments Risk - The Fund’s ability to achieve its investment
objective is dependent on the ability of other ETFs and
counterparties to obtain their QFII or RQFII quota. The Fund
also cannot predict what would occur if general QFII or RQFII
quotaswerereducedoreliminated.Eithercircumstancewould
likely have a material adverse impact on the Fund through
its indirect investments and would likely adversely affect
the willingness and ability of potential swap counterparties
to engage in swaps with the Fund that are linked to the
performance of A-shares. Additionally, other ETFs may limit
or suspend creation unit activity and shares could trade at
a significant premium or discount to its net asset value and
therefore impact the Fund’s ability to obtain exposure to
the Index and the Fund’s ability to achieve its investment
objective or obtain a high correlation to the Index.

Presently, there are a limited number of firms and potential
counterparties that have RQFII or QFII status or are willing
and able to enter into swap transactions linked to the
performance of A-shares. If the Fund is unable to obtain
sufficient inverse exposure to the Index due to the limited
availability of necessary investments or financial instruments,
the Fund could, among other things, as a defensive measure,
limit or suspend creation units until the Adviser determines
that the requisite exposure to the Index is obtainable. During
the period that creation units are suspended, the Fund could
trade at a significant premium or discount to its net asset
value and could experience substantial redemptions.
Alternatively, the Fund could change its investment objective,
by example, seeking inverse exposure to track an alternative
index focused on Chinese-related stocks other than A-shares
or other appropriate investments, or decide to liquidate
the Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
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(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Authorized Participants Concentration Risk — The Fund
may have a limited number of financial institutions that
may act as Authorized Participants. To the extent that those
Authorized Participants exit the business or are unable to
process creation and/or redemption orders, Shares may trade
at a discount to net asset value.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

China Investing Risk - Because of the inverse nature of the
Fund’s intended returns, the occurrence of some of these
events may be favorable to the Fund’s returns, however,
non-occurrence of these events could have no effect on
the Fund’s returns, or could cause the value of the Fund’s
assets to decrease. Although the Fund will not invest directly
in A-shares, it is subject, indirectly, to certain risks applicable
to investing in A-shares. Investing in securities of Chinese
companies, including investments that provide exposure
to A-shares, involves certain risks and considerations not
typically associated with investing in securities of U.S. issuers,
including, among others (i) the small size of the market
for Chinese securities and low trading volume, resulting in
a lack of liquidity and in price volatility; (ii) currency
devaluations and other currency exchange rate fluctuation
or blockage; (iii) the nature and extent of intervention by
the PRC government in the Chinese securities markets,
whether such intervention will continue and the impact
of such intervention or its discontinuation; (iv) the risk of
nationalization or expropriation of assets; (v) the risk that
the PRC government may decide not to continue to support
economic reform programs; (vi) limitation on the use of
brokers; (vii) higher rates of inflation; (viii) greater political,
economic and social uncertainty; (ix) market volatility caused
bypotential regionalor territorial conflictsornaturaldisasters
and; (x) the risk of increased trade tariffs, embargoes and
other trade limitations. These factors can directly affect
A-shares, and may indirectly affect investments that derive
their value from A-shares.

The economy of China differs, often unfavorably, from the
U.S. economy in such respects as structure, general
development, government involvement, wealth distribution,
rate of inflation, growth rate, interest rates, allocation of
resourcesandcapital reinvestmentandothers.ThePRCcentral
government has historically exercised substantial control
over virtually every sector of the Chinese economy through
administrative regulation and/or state ownership and actions
of the PRC central and local government authorities continue
to have a substantial effect on economic conditions in China.
In addition, previously the PRC government has from time
totimetakenactions that influencethepricesatwhichcertain
goods may be sold, encourage companies to invest or

concentrate in particular industries, induce mergers between
companies in certain industries and induce private companies
to publicly offer their securities to increase or continue the
rate of economic growth, control the rate of inflation or
otherwise regulate economic expansion. It may do so in
the future as well, potentially having a significant adverse
effect on economic conditions in China.

The Chinese securities markets are emerging markets with
limited operating history characterized by relatively low
trading volume, resulting in substantially less liquidity and
greater price volatility. Liquidity risks may be more
pronouncedfor theA-sharemarket thanforChinesesecurities
markets in general because the A-share market is subject
to greater government restrictions and control, including
tradingsuspensions.PricefluctuationsofA-sharesarecurrently
limited to either 5% or 10% per trading day. In addition,
there is less regulation and monitoring of Chinese securities
markets and the activities of investors, brokers and other
participants than in the United States. Accounting, auditing
and financial reporting standards in China are different from
U.S. standards and, therefore, disclosure of certain material
information may not be made. In addition, less information
may be available than would be the case if investments were
restricted to securities of U.S. issuers. There is also generally
less governmental regulation of the securities industry in
China, and less enforcement of regulatory provisions relating
thereto, than in the United States. Additionally, it may be
more difficult to obtain a judgment in a court outside of
the United States.

ThePRCgovernment strictly regulates thepaymentof foreign
currency denominated obligations and sets monetary policy.
In addition, the Chinese economy is export-driven and highly
reliant on trade. Adverse changes to the economic conditions
of its primary trading partners, such as the United States,
Japan and South Korea, would adversely impact the Chinese
economy. An economic downturn in China would materially
impact the Fund’s performance.

Emerging markets such as China can experience high rates
of inflation, deflation and currency devaluation. The value
of the RMB may be subject to a high degree of fluctuation
due to, among other things, changes in interest rates, the
effects of monetary policies issued by the PRC, the United
States, foreign governments, central banks or supranational
entities, the imposition of currency controls of other national
or global political or economic developments. The Fund’s
exposure to the RMB and changes in value of the RMB versus
the U.S. Dollar may result in reduced returns of the Fund
and result in volatility. The RMB is currently not a freely
convertible currency. The PRC government places strict
regulations on RMB and sets the value of RMB to levels
dependent on the value of the U.S. Dollar, but the PRC
governmenthasbeenunderpressure tomanagethecurrency
in a less restrictive fashion so that it is less correlated to
theU.S.Dollar.ThePRCgovernment’s impositionofrestrictions
on the repatriation of RMB out of mainland China may limit
the depth of the offshore RMB market and may reduce the
liquidity of Chinese investments. There may not be sufficient
amounts of RMB for funds that invest directly in A-shares
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because there is limited availability of the RMB currency.
As a result, funds may not be able to be fully invested in
A-shares.

Consumer Discretionary Sector Risk — The Fund may invest
in, and/or have exposure to, the securities of companies in
the consumer discretionary sector. Because companies in
the consumer discretionary sector manufacture products
and provide discretionary services directly to the consumer,
the success of these companies is tied closely to the
performance of the overall domestic and international
economy, interest rates, competition and consumer
confidence. Success depends heavily on disposable household
income and consumer spending. Changes in demographics
and consumer tastes also can affect the demand for, and
success of, consumer discretionary products in the
marketplace.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Currency Exchange Rate Risk — Changes in foreign currency
exchange rates will affect the value of the Fund’s investments
in securities denominated in a country’s currency and the
Fund’s share price. Generally, when the U.S. Dollar rises in
valueagainstaforeigncurrency,an investment inthatcountry
loses value because that currency is worth fewer U.S. Dollars.
Devaluation of a currency by a country’s government or
banking authority also will have a significant impact on
the value of any investments denominated in that currency.
Currency markets generally are not as regulated as securities
markets.Additionally, theFundmayinvest ina limitednumber
of currencies. As a result, an increase or decrease in the
value of any of these currencies would have a greater impact
on the Fund’s net asset value and total return than if the
Fund held a more diversified number of currencies.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore

achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
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correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the

ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
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to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was27.37%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas45.39%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 7.15%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Emerging Markets Risk — Investing in, and/or having
exposure to, emerging markets instruments involve greater
risks than investing in foreign instruments in general. Risks
of investing in emerging market countries include political
or social upheaval, nationalization of businesses, restrictions
on foreign ownership and prohibitions on the repatriation
ofassetsandrisks fromaneconomy’sdependenceonrevenues
from particular commodities or industries. In addition,
currency transfer restrictions, limited potential buyers for
such instruments, delays and disruption in settlement
procedures and illiquidity or low volumes of transactions
may make exits difficult or impossible at times.

Foreign Securities Risk — Investing in, and/or having
exposure to, foreign instruments may involve greater risks
than investing in domestic instruments. As a result, the Fund’s
returns and net asset value may be affected to a large degree
byfluctuations incurrencyexchangerates,political,diplomatic

or economic conditions and regulatory requirements in other
countries. The laws and accounting, auditing, and financial
reporting standards in foreign countries typically are not
as strict as they are in the U.S., and there may be less public
information available about foreign companies.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Industrials Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies in the industrials
sector. Stock prices of issuers in the industrial sector are
affectedbysupplyanddemandbothfor their specificproduct
or service and for industrials sector products in general.
Government regulation, world events and economic
conditions will also affect the performance of investment
in such issuers. Aerospace and defense companies, a
component of the industrials sector, can be significantly
affectedbygovernmentsspendingpoliciesbecausecompanies
involved in this industry rely to a significant extent on U.S.
andothergovernmentdemandfortheirproductsandservices.
Thus, the financial condition of, and investor interest in,
aerospace and defense companies are heavily influenced
by government defense spending policies which are typically
under pressure from efforts to the control government
spending budgets. Transportation companies, another
component of the industrials sector, are subject to cyclical
performance and therefore investment in such companies
may experience occasional sharp price movements which
may result from changes in the economy, fuel prices, labor
agreements and insurance costs.

Information Technology Sector Risk — The Fund may invest
in, and/or have exposure to, information technology-related
securities. The market prices of information technology-
related securities tend to exhibit a greater degree of market
risk and sharp price fluctuations than other types of securities.
These securities may fall in and out of favor with investors
rapidly, which may cause sudden selling and dramatically
lower market prices. Technology securities also may be
affected adversely by changes in technology, consumer and
business purchasing patterns, government regulation and/or
obsolete products or services. In addition, a rising interest
rate environment tends to negatively affect information
technology companies. These companies having high market
valuations may appear less attractive to investors, which
may cause sharp decreases in their market prices. Further,
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those information technology companies seeking to finance
expansion would have increased borrowing costs, which
may negatively impact earnings.

International Closed-Market Trading Risk — Because the
Fund may invest in and/or have exposure to investments
that may be traded in markets that are closed when the
NYSE Arca, Inc. is open, there are likely to be deviations
between the current value of an underlying investment and
last sale pricing (i.e., the last quote from its closed foreign
market), resulting in premiums or discounts to net asset
value that may be greater than those experienced by other
ETFs.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small- and/or Mid-Capitalization Company Risk —
Investing in , and/or having exposure to, the securities of
small- and/or mid-capitalization companies, and securities
that provide exposure to small- and/or mid-capitalization
companies, involvesgreater risksandthepossibilityofgreater
price volatility than investing in more-established,
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larger-capitalizationcompanies. Small-andmid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not
have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by the Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
the Fund’s portfolio.

Valuation Time Risk — The Fund values its portfolio as of
the close of regular trading on the New York Stock Exchange
(generally 4:00 p.m. Eastern Time). In some cases, foreign
markets may close before the New York Stock Exchange
opens or may not be open for business on the same calendar
days as the Fund. As a result, the performance of a fund
that tracks a foreign market index or an index that includes
foreign securities can vary from the performance of that
index.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming

directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily MSCI China A Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily MSCI China A Bear 1X Shares (“Fund”)
seeks daily inverse investment results. The pursuit of daily
inverse investment goals means that the return of the Fund
for a period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the MSCI China A International Index. The
Fund seeks daily inverse investment results and does not
seek to achieve its stated investment objective over a period
of time greater than one day. The Fund is different and
much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.60%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.21%

Total Annual Fund Operating Expenses 0.81%
Expense Cap/Reimbursement(2) -0.01%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.80%

(1) Other Expenses are estimated for the Fund's current fiscal year.
(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)

has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its

management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.80% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$82 $258
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the MSCI China A International Index (“Index”). On a
day-to-day basis, the Fund invests the remainder of its assets
in money market funds, depository accounts with institutions
withhighqualitycredit ratingsor short-termdebt instruments
that have terms-to-maturity of less than 397 days and exhibit
high quality credit profiles, including U.S. government
securities and repurchase agreements. The Fund does not
invest in long equity securities.

The Index is a free-float adjusted market capitalization
weighted index and represents securities of large-
capitalization and mid-capitalization Chinese issuers (“A
Shares”)andalso includesallof theChinaA-shareconstituents
of the MSCI China All Shares Index. A Shares are equity
securities issued by companies incorporated in mainland
China and are traded in renminbi on the Shenzhen or
Shanghai Stock Exchanges. Free-float market capitalization
is calculated by multiplying a security’s price by the number
ofsharesavailable inthemarket, rather thanthetotalnumber
of shares outstanding. As of December 31, 2015, the Index
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included 414 securities of companies with market
capitalizations ranging from $359.3 million to $18 billion
and an average market capitalization of $2.3 billion. As of
December 31, 2015, the Index was concentrated in the
financials and industrials sectors.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

A-shares are issued by companies incorporated in the People’s
Republic of China (“China” or the “PRC”). A-shares are traded
in renminbi (“RMB”) on the Shenzhen or Shanghai Stock
Exchanges. The A-share market in China is made available
to domestic PRC investors and certain foreign investors,
including those foreign investors that have been approved
asRenminbiQualifiedForeign Institutional Investors (“RQFII”)
or as Qualified Foreign Institutional Investors (“QFII”). A
RQFII or QFII license may be obtained by submitting an
application to the China Securities Regulatory Commission
(“CSRC”). After obtaining a RQFII or QFII license, the RQFII
or QFII also applies to China’s State Administration of Foreign
Exchange (“SAFE”) for a specific aggregate dollar amount
investment quota in which the RQFII or QFII can invest in
A-shares.

Because the Fund does not satisfy the criteria to qualify as
a RQFII or QFII itself, the Fund expects to invest a majority
of its assets in swaps that provide short exposure to funds
that seek to replicate the performance of the Index. The
Fund may also utilize futures contracts and other types of
derivative instruments or financial instruments that seek
to replicate the performance of the Index to obtain the
inverseexposurenecessary toachieve its investmentobjective.
At times, however, the Fund will utilize other derivatives
and investment strategies which may include gaining inverse
exposure to only a representative sample of the securities
in the Index that have aggregate characteristics similar to
those of the Index. The Fund may do this by utilizing swaps
that provide short exposure on ETFs that track a similar index
or futures contracts on a similar index.

Derivatives are financial instruments that derive value from
the underlying reference asset or assets, such as stocks, bonds,
or funds (including ETFs), interest rates or indexes. The Fund
invests in derivatives as a substitute for directly shorting
securities in order to gain inverse exposure to the Index or
its components. The Fund seeks to remain fully invested
at all times consistent with its stated investment objective.
Atthecloseofthemarketseachtradingday,Raffertypositions
the Fund’s portfolio so that its exposure to the Index is
consistent with the Fund’s investment objective. The impact
of the Index’s movements during the day will affect whether
the Fund’s portfolio needs to be re-positioned. For example,
if the Index has fallen on a given day, net assets of the Fund
should rise, meaning that the Fund’s exposure will need
to be increased. Conversely, if the Index has risen on a given
day, net assets of the Fund should fall, meaning the Fund’s

exposure will need to be reduced. This re-positioning strategy
typically results in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Special Risk Considerations Relating to RQFII and QFII
Investments Risk - The Fund’s ability to achieve its investment
objective is dependent on the ability of other ETFs and
counterparties to obtain their QFII or RQFII quota. The Fund
also cannot predict what would occur if general QFII or RQFII
quotaswerereducedoreliminated.Eithercircumstancewould
likely have a material adverse impact on the Fund through
its indirect investments and would likely adversely affect
the willingness and ability of potential swap counterparties
to engage in swaps with the Fund that are linked to the
performance of A-shares. Additionally, other ETFs may limit
or suspend creation unit activity and shares could trade at
a significant premium or discount to its net asset value and
therefore impact the Fund’s ability to obtain exposure to
the Index and the Fund’s ability to achieve its investment
objective or obtain a high correlation to the Index.

Presently, there are a limited number of firms and potential
counterparties that have RQFII or QFII status or are willing
and able to enter into swap transactions linked to the
performance of A-shares. If the Fund is unable to obtain
sufficient inverse exposure to the Index due to the limited
availability of necessary investments or financial instruments,
the Fund could, among other things, as a defensive measure,
limit or suspend creation units until the Adviser determines
that the requisite exposure to the Index is obtainable. During
the period that creation units are suspended, the Fund could
trade at a significant premium or discount to its net asset
value and could experience substantial redemptions.
Alternatively, the Fund could change its investment objective,
by example, seeking inverse exposure to track an alternative
index focused on Chinese-related stocks other than A-shares
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or other appropriate investments, or decide to liquidate
the Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Authorized Participants Concentration Risk — The Fund
may have a limited number of financial institutions that
may act as Authorized Participants. To the extent that those
Authorized Participants exit the business or are unable to
process creation and/or redemption orders, Shares may trade
at a discount to net asset value.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

China Investing Risk - Because of the inverse nature of the
Fund’s intended returns, the occurrence of some of these
events may be favorable to the Fund’s returns, however,
non-occurrence of these events could have no effect on
the Fund’s returns, or could cause the value of the Fund’s
assets to decrease. Although the Fund will not invest directly
in A-shares, it is subject, indirectly, to certain risks applicable
to investing in A-shares. Investing in securities of Chinese
companies, including investments that provide exposure
to A-shares, involves certain risks and considerations not
typically associated with investing in securities of U.S. issuers,
including, among others (i) the small size of the market
for Chinese securities and low trading volume, resulting in
a lack of liquidity and in price volatility; (ii) currency
devaluations and other currency exchange rate fluctuation
or blockage; (iii) the nature and extent of intervention by
the PRC government in the Chinese securities markets,
whether such intervention will continue and the impact
of such intervention or its discontinuation; (iv) the risk of
nationalization or expropriation of assets; (v) the risk that
the PRC government may decide not to continue to support
economic reform programs; (vi) limitation on the use of
brokers; (vii) higher rates of inflation; (viii) greater political,
economic and social uncertainty; (ix) market volatility caused
bypotential regionalor territorial conflictsornaturaldisasters
and; (x) the risk of increased trade tariffs, embargoes and
other trade limitations. These factors can directly affect
A-shares, and may indirectly affect investments that derive
their value from A-shares.

The economy of China differs, often unfavorably, from the
U.S. economy in such respects as structure, general
development, government involvement, wealth distribution,
rate of inflation, growth rate, interest rates, allocation of
resourcesandcapital reinvestmentandothers.ThePRCcentral
government has historically exercised substantial control

over virtually every sector of the Chinese economy through
administrative regulation and/or state ownership and actions
of the PRC central and local government authorities continue
to have a substantial effect on economic conditions in China.
In addition, previously the PRC government has from time
totimetakenactions that influencethepricesatwhichcertain
goods may be sold, encourage companies to invest or
concentrate in particular industries, induce mergers between
companies in certain industries and induce private companies
to publicly offer their securities to increase or continue the
rate of economic growth, control the rate of inflation or
otherwise regulate economic expansion. It may do so in
the future as well, potentially having a significant adverse
effect on economic conditions in China.

The Chinese securities markets are emerging markets with
limited operating history characterized by relatively low
trading volume, resulting in substantially less liquidity and
greater price volatility. Liquidity risks may be more
pronouncedfor theA-sharemarket thanforChinesesecurities
markets in general because the A-share market is subject
to greater government restrictions and control, including
tradingsuspensions.PricefluctuationsofA-sharesarecurrently
limited to either 5% or 10% per trading day. In addition,
there is less regulation and monitoring of Chinese securities
markets and the activities of investors, brokers and other
participants than in the United States. Accounting, auditing
and financial reporting standards in China are different from
U.S. standards and, therefore, disclosure of certain material
information may not be made. In addition, less information
may be available than would be the case if investments were
restricted to securities of U.S. issuers. There is also generally
less governmental regulation of the securities industry in
China, and less enforcement of regulatory provisions relating
thereto, than in the United States. Additionally, it may be
more difficult to obtain a judgment in a court outside of
the United States.

ThePRCgovernment strictly regulates thepaymentof foreign
currency denominated obligations and sets monetary policy.
In addition, the Chinese economy is export-driven and highly
reliant on trade. Adverse changes to the economic conditions
of its primary trading partners, such as the United States,
Japan and South Korea, would adversely impact the Chinese
economy. An economic downturn in China would materially
impact the Fund’s performance.

Emerging markets such as China can experience high rates
of inflation, deflation and currency devaluation. The value
of the RMB may be subject to a high degree of fluctuation
due to, among other things, changes in interest rates, the
effects of monetary policies issued by the PRC, the United
States, foreign governments, central banks or supranational
entities, the imposition of currency controls of other national
or global political or economic developments. The Fund’s
exposure to the RMB and changes in value of the RMB versus
the U.S. Dollar may result in reduced returns of the Fund
and result in volatility. The RMB is currently not a freely
convertible currency. The PRC government places strict
regulations on RMB and sets the value of RMB to levels
dependent on the value of the U.S. Dollar, but the PRC
governmenthasbeenunderpressure tomanagethecurrency
in a less restrictive fashion so that it is less correlated to
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theU.S.Dollar.ThePRCgovernment’s impositionofrestrictions
on the repatriation of RMB out of mainland China may limit
the depth of the offshore RMB market and may reduce the
liquidity of Chinese investments. There may not be sufficient
amounts of RMB for funds that invest directly in A-shares
because there is limited availability of the RMB currency.
As a result, funds may not be able to be fully invested in
A-shares.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Currency Exchange Rate Risk — Changes in foreign currency
exchange rates will affect the value of the Fund’s investments
in securities denominated in a country’s currency and the
Fund’s share price. Generally, when the U.S. Dollar rises in
valueagainstaforeigncurrency,an investment inthatcountry
loses value because that currency is worth fewer U.S. Dollars.
Devaluation of a currency by a country’s government or
banking authority also will have a significant impact on
the value of any investments denominated in that currency.
Currency markets generally are not as regulated as securities
markets.Additionally, theFundmayinvest ina limitednumber
of currencies. As a result, an increase or decrease in the
value of any of these currencies would have a greater impact
on the Fund’s net asset value and total return than if the
Fund held a more diversified number of currencies.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives

held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
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the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,

of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.
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One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

Annualized volatility for the Index for the period from
October 14, 2014 (the inception date of the Index) to
December 31, 2015 was 36.13%. The Index’s highest volatility
rate for any one calendar year during the period from
October 14, 2014 to December 31, 2015 was 40.37% and
volatility for a shorter period of time may have been
substantially higher. The Index’s annualized performance
for the period from October 14, 2014 to December 31, 2015
was 33.54%. Historical Index volatility and performance are
not indications of what the Index volatility and performance
will be in the future. The volatility of ETFs or instruments
that reflect the value of the Index, such as swaps, may differ
from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Emerging Markets Risk — Investing in, and/or having
exposure to, emerging markets instruments involve greater
risks than investing in foreign instruments in general. Risks
of investing in emerging market countries include political
or social upheaval, nationalization of businesses, restrictions
on foreign ownership and prohibitions on the repatriation
ofassetsandrisks fromaneconomy’sdependenceonrevenues
from particular commodities or industries. In addition,
currency transfer restrictions, limited potential buyers for
such instruments, delays and disruption in settlement
procedures and illiquidity or low volumes of transactions
may make exits difficult or impossible at times.

Financials Sector Risk — The Fund may invest in , and/or
have exposure to, financial services companies. Performance
of companies in the financials sector may be materially
impacted by many factors, including but not limited to,
government regulations, economic conditions, credit rating
downgrades, changes in interest rates and decreased liquidity
in credit markets. Profitability of these companies is largely
dependent on the availability and cost of capital, and can
fluctuate significantly when interest rates change. Credit
losses resulting from financial difficulties of borrowers also
can negatively impact the sector. This sector has experienced

significant losses in the recent past, and the impact of more
stringentcapital requirementsandrecentor futureregulation
on any individual company of the sector as a whole cannot
be predicted.

Foreign Securities Risk — Investing in, and/or having
exposure to, foreign instruments may involve greater risks
than investing in domestic instruments. As a result, the Fund’s
returns and net asset value may be affected to a large degree
byfluctuations incurrencyexchangerates,political,diplomatic
or economic conditions and regulatory requirements in other
countries. The laws and accounting, auditing, and financial
reporting standards in foreign countries typically are not
as strict as they are in the U.S., and there may be less public
information available about foreign companies.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Industrials Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies in the industrials
sector. Stock prices of issuers in the industrial sector are
affectedbysupplyanddemandbothfor their specificproduct
or service and for industrials sector products in general.
Government regulation, world events and economic
conditions will also affect the performance of investment
in such issuers. Aerospace and defense companies, a
component of the industrials sector, can be significantly
affectedbygovernmentsspendingpoliciesbecausecompanies
involved in this industry rely to a significant extent on U.S.
andothergovernmentdemandfortheirproductsandservices.
Thus, the financial condition of, and investor interest in,
aerospace and defense companies are heavily influenced
by government defense spending policies which are typically
under pressure from efforts to the control government
spending budgets. Transportation companies, another
component of the industrials sector, are subject to cyclical
performance and therefore investment in such companies
may experience occasional sharp price movements which
may result from changes in the economy, fuel prices, labor
agreements and insurance costs.

International Closed-Market Trading Risk — Because the
Fund may invest in and/or have exposure to investments
that may be traded in markets that are closed when the
NYSE Arca, Inc. is open, there are likely to be deviations
between the current value of an underlying investment and
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last sale pricing (i.e., the last quote from its closed foreign
market), resulting in premiums or discounts to net asset
value that may be greater than those experienced by other
ETFs.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase

agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small- and/or Mid-Capitalization Company Risk —
Investing in , and/or having exposure to, the securities of
small- and/or mid-capitalization companies, and securities
that provide exposure to small- and/or mid-capitalization
companies, involvesgreater risksandthepossibilityofgreater
price volatility than investing in more-established,
larger-capitalizationcompanies. Small-andmid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not
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have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by the Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
the Fund’s portfolio.

Valuation Time Risk — The Fund values its portfolio as of
the close of regular trading on the New York Stock Exchange
(generally 4:00 p.m. Eastern Time). In some cases, foreign
markets may close before the New York Stock Exchange
opens or may not be open for business on the same calendar
days as the Fund. As a result, the performance of a fund
that tracks a foreign market index or an index that includes
foreign securities can vary from the performance of that
index.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date

of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily S&P Biotech Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily S&P Biotech Bear 1X Shares (“Fund”)
seeks daily inverse investment results. The pursuit of daily
inverse investment goals means that the return of the Fund
for a period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the S&P Biotechnology Select Industry Index.
The Fund seeks daily inverse investment results and does
not seek to achieve its stated investment objective over
a period of time greater than one day. The Fund is different
and much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.35%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.21%
Acquired Fund Fees and Expenses(1) 0.01%

Total Annual Fund Operating Expenses 0.57%
Expense Cap/Reimbursement(2) -0.11%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.46%

(1) OtherExpensesandAcquiredFundFeesandExpensesareestimated
for the Fund's current fiscal year.

(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)
has entered into an Operating Expense Limitation Agreement

withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.45% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$47 $172
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the S&P Biotechnology Select Industry Index (“Index”).
On a day-to-day basis, the Fund invests the remainder of
its assets in money market funds, depository accounts with
institutions with high quality credit ratings or short-term
debt instruments that have terms-to-maturity of less than
397 days and exhibit high quality credit profiles, including
U.S. government securities and repurchase agreements. The
Fund does not invest in long equity securities.

The Index is provided by Standard & Poor’s (the “Index
Provider”) and includes domestic companies from the
biotechnology industry. The Index is designed to measure
the performance of a sub-industry or group of sub-industries
determined based on the Global Industry Classification
Standards (“GICS”). Companies in the Index are classified
using the GICS classifications which are determined primarily
based on a company’s revenues, however, earnings and
market perception are also considered by GICS. The Index
consists of constituents of the S&P Total Market Index (“S&P
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TMI”) that belong to the GICS biotechnology sub-industry
that satisfy the following criteria: (1) have a float-adjusted
marketcapitalizationabove$500millionwithafloat-adjusted
liquidity ratio (definedbydollarvaluetradedovertheprevious
12monthsdividedbythefloat-adjustedmarketcapitalization
as of the Index rebalancing reference date) above 90% or
haveafloat-adjustedmarketcapitalizationabove$400million
with a float-adjusted liquidity ratio (as defined above) above
150%; and (2) are U.S. based companies. The market
capitalization threshold may be relaxed to ensure that there
are at least 22 stocks in the Index as of the rebalancing
effective date. Rebalancing is done quarterly. The S&P TMI
tracks all U.S. common stocks listed on the New York Stock
Exchange (including the NYSE Arca, Inc. and NYSE Amex),
theNASDAQGlobalSelectMarket, theNASDAQSelectMarket
and the NASDAQ Capital Market.

As of December 31, 2015, the Index was comprised of 103
stocks. The companies included in the Index had a median
market capitalization of $1.4 billion and were concentrated
in the healthcare sector, the GICS sector in which the
biotechnology industry is included, as of December 31, 2015.
Component securities had capitalizations ranging from $171
million to $145.8 billion as of December 31, 2015.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Biotechnology Industry Risk - The Fund will invest in, and/or
obtain exposure to, the securities of companies in the
biotechnology industry. Companies within the biotech
industry invest heavily in research and development, which
maynot leadtocommercially successfulproducts. Thebiotech
industry is also subject to increased governmental regulation,
which may delay or inhibit the release of new products.
Many biotech companies are dependent upon their ability
to use and enforce intellectual property rights and patents.
Any impairmentorexpirationof suchrightsmayhaveadverse
financial consequences for these companies. Biotech stocks,
especially those of smaller, less-seasoned companies, tend
to be more volatile than the overall market. Biotech
companies can be significantly affected by technological
change and obsolescence, product liability lawsuits and
consequential high insurance costs.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.
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Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,

including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
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asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of

the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was28.12%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas36.24%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 27.47%. Historical Index volatility
and performance are not indications of what the Index
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volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Healthcare Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies inthehealthcare
sector. The profitability of companies in the healthcare sector
may be affected by extensive government regulation,
restrictions on government reimbursement for medical
expenses, rising costs of medical products and services, pricing
pressure,an increasedemphasisonoutpatientservices, limited
number of products, industry innovation, changes in
technologies and other market developments. Many
healthcare companies are heavily dependent on patent
protection. The expiration of patents may adversely affect
the profitability of these companies. Many healthcare
companiesaresubject toextensive litigationbasedonproduct
liability and similar claims. Healthcare companies are subject
to competitive forces that may make it difficult to raise prices
and, in fact, may result in price discounting. Many new
products in thehealthcare sectormaybesubject to regulatory
approvals. The process of obtaining such approvals may be
long and costly with no guarantee that any product will
come to market.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain

DIREXION SHARES ETF TRUST PROSPECTUS 84



inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small- and/or Mid-Capitalization Company Risk —
Investing in , and/or having exposure to, the securities of
small- and/or mid-capitalization companies, and securities
that provide exposure to small- and/or mid-capitalization
companies, involvesgreater risksandthepossibilityofgreater
price volatility than investing in more-established,
larger-capitalizationcompanies. Small-andmid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not
have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by the Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
the Fund’s portfolio.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value

when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception in
December 2015

Portfolio Manager

Tony Ng Since Inception in
December 2015

Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
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the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Healthcare Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily Healthcare Bear 1X Shares (“Fund”) seeks
daily inverse investment results. The pursuit of daily inverse
investment goals means that the return of the Fund for a
period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the Health Care Select Sector Index. The
Fund seeks daily inverse investment results and does not
seek to achieve its stated investment objective over a period
of time greater than one day. The Fund is different and
much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.35%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.21%

Total Annual Fund Operating Expenses 0.56%
Expense Cap/Reimbursement(2) -0.11%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.45%

(1) Other Expenses are estimated for the Fund's current fiscal year.
(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)

has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its

management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.45% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$46 $168
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the Health Care Select Sector Index (“Index”). On a
day-to-day basis, the Fund invests the remainder of its assets
in money market funds, depository accounts with institutions
withhighqualitycredit ratingsor short-termdebt instruments
that have terms-to-maturity of less than 397 days and exhibit
high quality credit profiles, including U.S. government
securities and repurchase agreements. The Fund does not
invest in long equity securities.

The Index is provided by Standard & Poor’s (the “Index
Provider”) and includes domestic companies from the
following industries: pharmaceuticals; health care equipment
& supplies; health care providers & services; biotechnology;
life sciences tools & services; and health care technology.
The Index is one of nine Select Sector Indexes developed
and maintained in accordance with the following criteria:
(1) each of the component securities in the Index is a
constituent company of the S&P 500 Index; (2) each stock
in the S&P 500 Index is allocated to one and only one of
the Select Sector Indexes; and (3) the Index is calculated
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by the “Index Provider using a modified “market
capitalization” methodology, which is a hybrid between
equal weighting and conventional capitalization weighting
with the weighting capped for the largest stocks included
in the Index. This design ensures that each of the component
stocks within a Select Sector Index is represented in a
proportion consistent with its percentage with respect to
the total market capitalization of such Select Sector Index.

As of December 31, 2015, the Index was comprised of 56
stocks. As of December 31, 2015, the companies included
in the Index had a median total market capitalization of
$27.1 billion. Component securities had total market
capitalizations ranging from $3 billion to $284.2 billion as
of December 31, 2015. As of December 31, 2015, the Index
was concentrated in the healthcare sector.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even

possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
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that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the

Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.
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Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one

year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was13.65%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas19.80%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 20.29%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Healthcare Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies inthehealthcare
sector. The profitability of companies in the healthcare sector
may be affected by extensive government regulation,
restrictions on government reimbursement for medical
expenses, rising costs of medical products and services, pricing
pressure,an increasedemphasisonoutpatientservices, limited
number of products, industry innovation, changes in
technologies and other market developments. Many
healthcare companies are heavily dependent on patent
protection. The expiration of patents may adversely affect
the profitability of these companies. Many healthcare
companiesaresubject toextensive litigationbasedonproduct
liability and similar claims. Healthcare companies are subject
to competitive forces that may make it difficult to raise prices
and, in fact, may result in price discounting. Many new
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products in thehealthcare sectormaybesubject to regulatory
approvals. The process of obtaining such approvals may be
long and costly with no guarantee that any product will
come to market.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s

judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Mid-CapitalizationCompanyRisk - Investing in ,and/orhaving
exposure to, the securities of mid-capitalization companies
involves greater risks and the possibility of greater price
volatility than investing in more established, larger-
capitalizationcompanies.Mid-capitalizationcompaniesoften
have narrower markets for their goods and/or services and
more limited managerial and financial resources than larger,
more established companies. Furthermore, those companies
often have limited product lines, services, markets, financial
resources or are dependent on a small management group.
In addition, because these stocks are not well known to
the investing public, do not have significant institutional
ownershipandarefollowedbyrelatively fewsecurityanalysts,
there will normally be less publicly available information
concerning these securities compared to what is available
for the securities of larger companies. Adverse publicity and
investorperceptions,whetherbasedonfundamentalanalysis,
can decrease the value and liquidity of securities held by
the Fund. As a result, their performance can be more volatile
and they face greater risk of business failure, which could
increase the volatility of the Fund’s portfolio.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
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WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Cyber Security & IT Bear 1X Shares

Important Information Regarding the Fund

TheDirexionDailyCyberSecurity& ITBear1XShares (“Fund”)
(formerly known as the Direxion Daily Cyber Security Bear
1X Shares) seeks daily inverse investment results. The pursuit
of daily inverse investment goals means that the return of
the Fund for a period longer than a full trading day may
have no resemblance to -100% of the return of its underlying
index for such longer period because the aggregate return
of the Fund is the product of the series of each trading day’s
daily returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the ISE Cyber Security Index. The Fund seeks
daily inverse investment results and does not seek to achieve
its stated investment objective over a period of time greater
than one day. The Fund is different and much riskier than
most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.35%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.21%

Total Annual Fund Operating Expenses 0.56%
Expense Cap/Reimbursement(2) -0.11%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.45%

(1) Other Expenses are estimated for the Fund's current fiscal year.
(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)

has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,

Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.45% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$46 $168
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the ISE Cyber Security Index (“Index”). On a day-to-day
basis, the Fund invests the remainder of its assets in money
market funds, depository accounts with institutions with
high quality credit ratings or short-term debt instruments
that have terms-to-maturity of less than 397 days and exhibit
high quality credit profiles, including U.S. government
securities and repurchase agreements. The Fund does not
invest in long equity securities.

The Index is comprised of domestic and foreign companies
that are cyber security infrastructure providers
(hardware/softwaredevelopers)or thatprovidecyber security
services, and for whom cyber security is a key driver of the
company’s business. Cyber security refers to products, such
as hardware or software, and services designed to protect
computer hardware, software, networks and data from
unauthorizedaccess, vulnerabilities,attacksandother security
breaches. International Securities Exchange, LLC (“ISE” or
“Index Provider”) utilizes proprietary research and analysis,
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which includes reviewing a variety of publicly available
information, such as financial statements and other reports
provided by issuers to determine if a company is actively
engaged in providing cyber security infrastructure such as
hardware or software (“Infrastructure Sector”) or cyber
security services (“Service Provider Sector”).

Companies are then screened by the Index Provider for
investibility, which requires a company not be listed on an
exchange in a country that has certain restrictions on foreign
capital investment, has a minimum market capitalization
of $100 million, meets liquidity requirements and is an
operating company (rather than a pass-through security).
Exposure to a company is capped at 20% and the cumulative
weighting of all companies with an individual weighting
of 5% or greater do not in the aggregate account for more
than 50% of the weighting of the Index. The Index’s
components are reviewed and rebalanced semi-annually;
however, weightings may be adjusted in between rebalance
dates if a company’s Index weighting exceeds 20% of the
Index. The Index uses market capitalization weighted
allocationacross the InfrastructureandServiceProviderSectors
as well as an equal-weighted allocation for all components
within each sector allocation.

As of December 31, 2015, the Index was comprised of 34
components. The Index had an average market capitalization
of $8.87 billion as of December 31, 2015. Components of
the Index included the information technology sector as
of December 31, 2015.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should

rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Authorized Participants Concentration Risk — The Fund
may have a limited number of financial institutions that
may act as Authorized Participants. To the extent that those
Authorized Participants exit the business or are unable to
process creation and/or redemption orders, Shares may trade
at a discount to net asset value.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
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are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Currency Exchange Rate Risk — Changes in foreign currency
exchange rates will affect the value of the Fund’s investments
in securities denominated in a country’s currency and the
Fund’s share price. Generally, when the U.S. Dollar rises in
valueagainstaforeigncurrency,an investment inthatcountry
loses value because that currency is worth fewer U.S. Dollars.
Devaluation of a currency by a country’s government or
banking authority also will have a significant impact on
the value of any investments denominated in that currency.
Currency markets generally are not as regulated as securities
markets.Additionally, theFundmayinvest ina limitednumber
of currencies. As a result, an increase or decrease in the
value of any of these currencies would have a greater impact
on the Fund’s net asset value and total return than if the
Fund held a more diversified number of currencies.

Cyber Security Company Risk - The Fund may focus its
investments in, and/or have exposure to, securities issued
by companies in the cyber security field, including companies
in the Infrastructure and Service Provider Sectors. Such
companies may face intense competition, both domestically
and internationally, which may have an adverse effect on
a company’s profit margins. Cyber security companies may
have limited product lines, markets, financial resources or
personnel. The products of cyber security companies may
face obsolescence due to rapid technological developments
and frequent new product introduction, and such companies
may face unpredictable changes in growth rates, competition
for the services of qualified personnel and competition from
foreign competitors with lower production costs. Companies
in the cyber security field are heavily dependent on patent
and intellectual property rights. The loss or impairment of
these rights may adversely affect the profitability of these
companies. Additionally, companies in the cyber security
industry may be the target of cyber security attacks, which,
if successful, could significantly or permanently damage a
company’s reputation, financial condition and its ability to
conduct business in the future.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve

a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
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that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments

may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
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to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was22.77%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas35.74%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 20.27%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Foreign Securities Risk — Investing in, and/or having
exposure to, foreign instruments may involve greater risks
than investing in domestic instruments. As a result, the Fund’s
returns and net asset value may be affected to a large degree
byfluctuations incurrencyexchangerates,political,diplomatic
or economic conditions and regulatory requirements in other
countries. The laws and accounting, auditing, and financial
reporting standards in foreign countries typically are not
as strict as they are in the U.S., and there may be less public
information available about foreign companies.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio

transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Information Technology Sector Risk — The Fund may invest
in, and/or have exposure to, information technology-related
securities. The market prices of information technology-
related securities tend to exhibit a greater degree of market
risk and sharp price fluctuations than other types of securities.
These securities may fall in and out of favor with investors
rapidly, which may cause sudden selling and dramatically
lower market prices. Technology securities also may be
affected adversely by changes in technology, consumer and
business purchasing patterns, government regulation and/or
obsolete products or services. In addition, a rising interest
rate environment tends to negatively affect information
technology companies. These companies having high market
valuations may appear less attractive to investors, which
may cause sharp decreases in their market prices. Further,
those information technology companies seeking to finance
expansion would have increased borrowing costs, which
may negatively impact earnings.

International Closed-Market Trading Risk — Because the
Fund may invest in and/or have exposure to investments
that may be traded in markets that are closed when the
NYSE Arca, Inc. is open, there are likely to be deviations
between the current value of an underlying investment and
last sale pricing (i.e., the last quote from its closed foreign
market), resulting in premiums or discounts to net asset
value that may be greater than those experienced by other
ETFs.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
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purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Micro-CapitalizationCompanyRisk - Stockpricesofmicro-cap
companiesaresignificantlymorevolatile,andmorevulnerable
to adverse business and economic developments than those
of larger companies. In addition, micro-cap companies often
have narrower markets for their goods and/or services and
more limited managerial and financial resources than larger,
more established companies, including companies which
are considered small- or mid-capitalization. Furthermore,
micro-capcompaniesoftenhavelimitedproduct lines, services,
markets, financial resources or are dependent on a small
management group. As a result, their performance can be
more volatile and they face greater risk of business failure,
which could increase the volatility of the Fund’s portfolio.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small- and/or Mid-Capitalization Company Risk —
Investing in , and/or having exposure to, the securities of
small- and/or mid-capitalization companies, and securities
that provide exposure to small- and/or mid-capitalization
companies, involvesgreater risksandthepossibilityofgreater
price volatility than investing in more-established,
larger-capitalizationcompanies. Small-andmid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not
have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by the Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
the Fund’s portfolio.

Valuation Time Risk — The Fund values its portfolio as of
the close of regular trading on the New York Stock Exchange

DIREXION SHARES ETF TRUST PROSPECTUS 98



(generally 4:00 p.m. Eastern Time). In some cases, foreign
markets may close before the New York Stock Exchange
opens or may not be open for business on the same calendar
days as the Fund. As a result, the performance of a fund
that tracks a foreign market index or an index that includes
foreign securities can vary from the performance of that
index.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Greece Bear 1X Shares

Important Information Regarding the Fund

The Direxion Daily Greece Bear 1X Shares (“Fund”) seeks
daily inverse investment results. The pursuit of daily inverse
investment goals means that the return of the Fund for a
period longer than a full trading day may have no
resemblance to -100% of the return of its underlying index
for such longer period because the aggregate return of the
Fund is the product of the series of each trading day’s daily
returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the FTSE/ATHEX Custom Capped Index.
The Fund seeks daily inverse investment results and does
not seek to achieve its stated investment objective over
a period of time greater than one day. The Fund is different
and much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.60%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.21%

Total Annual Fund Operating Expenses 0.81%
Expense Cap/Reimbursement(2) -0.01%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.80%

(1) Other Expenses are estimated for the Fund's current fiscal year.
(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)

has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,
Rafferty has contractually agreed to cap all or a portion of its

management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.80% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$82 $258
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the FTSE/ATHEX Custom Capped Index (“Index”). On a
day-to-day basis, the Fund invests the remainder of its assets
in money market funds, depository accounts with institutions
withhighqualitycredit ratingsor short-termdebt instruments
that have terms-to-maturity of less than 397 days and exhibit
high quality credit profiles, including U.S. government
securities and repurchase agreements. The Fund does not
invest in long equity securities.

The Index isdesignedtoreflect theperformanceof the largest
20 companies listed on the Athens Stock Exchange. The Index
ranks its constituents according to full market capitalization.
TheIndexweightingsarereviewedquarterlyandnoindividual
company may constitute more than 20% of the Index. The
Index constituents are reviewed and updated, if necessary,
semi-annually in June and December using market data
provided by FTSE regarding the companies listed on the
Athens Stock Exchange.

As of December 31, 2015, the Index consisted of 20
constituents with an average market capitalization of
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approximately$1.95billionandmarketcapitalizationsranging
from $271.6 million to $7.9 billion. As of December 31, 2015,
components of the Index were concentrated in the consumer
goods sector and the banking industry.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand

how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Special Risk Considerations Related to Investing in Greek
Securities - The Fund invests in, and/or has exposure to, Greek
securitiesandtheGreekeconomy.Greece’seconomyisheavily
dependent on the services sector and has a large public sector.
Key trading partners are member states of the European
Union (“EU”), most notably Germany, Spain, Italy and the
United Kingdom. Decreasing demand for Greek products
and services or changes in governmental regulations on trade
may have a significantly adverse effect on Greece’s economy.
Greece’s ability to repay its sovereign debt is in question,
and it is possible that Greece may default on its sovereign
debt, which could limit its ability to borrow in the future.
Greece has been required to impose harsh austerity measures
on its population in order to receive financial aid from the
International Monetary Fund and EU member countries.
The success of political parties in Greece opposed to austerity
measures may increase the possibility that Greece would
rescind these austerity measures and consequently fail to
receive further financial aid from these institutions. The
persistenceof thesefactorsmayseriously reducetheeconomic
performanceofGreeceandpose serious risks for thecountry’s
economy in the future. There is the possibility that Greece
may exit the European Monetary Union, which would result
in immediatedevaluationof theGreekcurrencyandpotential
for default. If this were to occur, Greece would face significant
risks related to the process of full currency redenomination
as well as the resulting instability of the Euro zone in general,
which would materially affect the value of the securities
held by the Fund. Increased volatility in the Greek market
may result in the increased use of fair value pricing.

On June 29, 2015, the Greek government began imposing
certain capital controls and declared a bank holiday, which
resulted in the closing of Greek banks, credit institutions
and the Athens Exchange. On June 30, 2015, Greece failed
to make certain required payments to the International
Monetary Fund. On July 5, 2015, in a public referendum,
approximately 61% of Greek voters voted to reject certain
terms and conditions related to the EU’s refinancing of Greek
debt. On July 3, 2015, Eurozone leaders approved an
additional series of economic rescue programs in principle,
which were formally approved on August 14, 2015. This
economic program required significant additional financial
austerity measures from the Greek government.

It is unclear how the situation in Greece may continue to
unfold, but it is possible that there may be future economic
troubles in Greece. This may include future defaults by the
Greek government, the maintenance of existing, or the
implementation of additional, or extended, capital controls
(including the future closure of the Athens Exchange) for
an extended period of time, and an increased possibility
that Greece may exit the European Monetary Union in the
future, which could result in immediate devaluation of the
Greek currency. Each of these scenarios has potential

DIREXION SHARES ETF TRUST PROSPECTUS101



implications for the markets and may negatively and
materially affect the value of the Fund’s investments.

There is also a risk that because of the inverse investment
objective of the Fund, if the events noted above are resolved
without further detrimental effects on the Greek economy,
this may adversely affect the Fund’s performance. Any future
closure of the Athens Exchange, and the related suspension
of clearance and settlement mechanisms of the Athens
Exchange,mayprevent theFundfromdirectlybuying, selling,
or transferring securities traded on the Athens Exchange
or obtaining exposure to these securities. During any closure
of the Athens Exchange, any direct holdings of securities
traded on the Athens Exchange would require fair valuation
for those securities. It is possible that during this period
the Fund’s market price may significantly deviate from its
net asset value. In addition, any closure of the Athens
Exchange, and the related unavailability of current market
quotations for almost all of the securities contained in the
Index, may cause the Fund’s net asset value to have increased
tracking error with respect to the Index, and may also affect
the calculation of the Fund’s indicative optimized portfolio
value.

If the Fund is unable to obtain sufficient inverse exposure
to the Index due to the limited availability of necessary
investments or financial instruments, the Fund could, among
other things,asadefensivemeasure, limitor suspendcreation
units until the Adviser determines that the requisite exposure
to the Index is obtainable. During the period that creation
units are suspended, the Fund could trade at a significant
premium or discount to its net asset value and could
experience substantial redemptions. Alternatively, if this
occurs, the Fund could change its investment objective, for
example, by seeking inverse exposure to track an alternative
index focused on Greek securities, or decide to liquidate
the Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Authorized Participants Concentration Risk — The Fund
may have a limited number of financial institutions that
may act as Authorized Participants. To the extent that those
Authorized Participants exit the business or are unable to
process creation and/or redemption orders, Shares may trade
at a discount to net asset value.

Banking Industry Risk - The Fund will generally focus its
assets in the banking industry. Companies within the banking
industry can be significantly affected by extensive
governmental regulation, which may limit both the amounts
and types of loans and other financial commitments they
can make, and the interest rates and fees they can charge
and amount of capital they must maintain. Profitability is
largely dependent on the availability and cost of capital

funds, and can fluctuate significantly when interest rates
change. Credit losses resulting from financial difficulties of
borrowers can negatively impact the sector. Banks may also
be subject to severe price competition. The regional banking
industry is highly competitive and thus, failure to maintain
or increase market share may result in lost market share.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Consumer Goods Sector Risk - The Fund invests in, and/or
has exposure to, the securities of companies in the consumer
goods sector. Because companies in the consumer goods
sector manufacture products, the success of these companies
is tied closely to the performance of the overall domestic
and international economy, interest rates, competition and
consumer confidence. Additionally, government regulation,
including new laws, affecting the permissibility of using
various production methods or other types of inputs such
asmaterials,mayadversely impactcompanies in theconsumer
goods industry. Changes or trends in commodity prices, which
may be influenced or characterized by unpredictable factors
may adversely impact companies in the consumer goods
sector.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Currency Exchange Rate Risk — Changes in foreign currency
exchange rates will affect the value of the Fund’s investments
in securities denominated in a country’s currency and the
Fund’s share price. Generally, when the U.S. Dollar rises in
valueagainstaforeigncurrency,an investment inthatcountry
loses value because that currency is worth fewer U.S. Dollars.
Devaluation of a currency by a country’s government or
banking authority also will have a significant impact on
the value of any investments denominated in that currency.
Currency markets generally are not as regulated as securities
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markets.Additionally, theFundmayinvest ina limitednumber
of currencies. As a result, an increase or decrease in the
value of any of these currencies would have a greater impact
on the Fund’s net asset value and total return than if the
Fund held a more diversified number of currencies.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the
Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require

only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
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to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index

performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

Annualized volatility for the Index for the period from
May 13, 2013 (the inception date of the Index) to
December 31, 2015 was 40.45%. The Index’s highest volatility
rate for any one calendar year during the period from
May 13, 2013 to December 31, 2015 was 53.67% and volatility
for a shorter period of time may have been substantially
higher. The Index’s annualized performance for the period
from May 13, 2013 to December 31, 2015 was -26.17%.
Historical Index volatility and performance are not indications
of what the Index volatility and performance will be in the
future. The volatility of ETFs or instruments that reflect the
valueof the Index, suchas swaps,maydiffer fromthevolatility
of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Emerging Markets Risk — Investing in, and/or having
exposure to, emerging markets instruments involve greater
risks than investing in foreign instruments in general. Risks
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of investing in emerging market countries include political
or social upheaval, nationalization of businesses, restrictions
on foreign ownership and prohibitions on the repatriation
ofassetsandrisks fromaneconomy’sdependenceonrevenues
from particular commodities or industries. In addition,
currency transfer restrictions, limited potential buyers for
such instruments, delays and disruption in settlement
procedures and illiquidity or low volumes of transactions
may make exits difficult or impossible at times.

European Economic Risk - The Economic and Monetary Union
of the European Union (the “EU”) requires member countries
to comply with restrictions on inflation rates, deficits, interest
rates, debt levels and fiscal and monetary controls, each
of which may significantly affect every country in Europe.
Decreasing imports or exports, changes in governmental
or EU regulations on trade, changes in the exchange rate
of the euro, the default or threat of default by an EU member
country on its sovereign debt, and/or an economic recession
in an EU member country may have a significant adverse
effect on the economies of EU member countries and their
trading partners, including some or all of the European
countries in which the Fund invests. The European financial
markets have recently experienced volatility and have been
adversely affected by concerns about economic downturns,
credit rating downgrades, rising government debt levels
and possible default on, or restructuring of, government
debt in several European countries, including Greece, Ireland,
Italy, Portugal and Spain. A default or debt restructuring
by any European country would adversely impact holders
of that country’s debt and economy. These concerns have
adversely affected the value and exchange rate of the euro
and may continue to significantly affect the economies of
every country in Europe, including EU member countries
that do not use the euro and non-EU member countries.

Foreign Securities Risk — Investing in, and/or having
exposure to, foreign instruments may involve greater risks
than investing in domestic instruments. As a result, the Fund’s
returns and net asset value may be affected to a large degree
byfluctuations incurrencyexchangerates,political,diplomatic
or economic conditions and regulatory requirements in other
countries. The laws and accounting, auditing, and financial
reporting standards in foreign countries typically are not
as strict as they are in the U.S., and there may be less public
information available about foreign companies.

GeographicConcentrationRisk — Investments inaparticular
country or geographic region may be particularly susceptible
topolitical,diplomaticoreconomic conditionsandregulatory
requirements. As a result, the Fund may be more volatile
than a more geographically diversified fund.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the

possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

International Closed-Market Trading Risk — Because the
Fund may invest in and/or have exposure to investments
that may be traded in markets that are closed when the
NYSE Arca, Inc. is open, there are likely to be deviations
between the current value of an underlying investment and
last sale pricing (i.e., the last quote from its closed foreign
market), resulting in premiums or discounts to net asset
value that may be greater than those experienced by other
ETFs.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.
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Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small- and/or Mid-Capitalization Company Risk —
Investing in , and/or having exposure to, the securities of
small- and/or mid-capitalization companies, and securities
that provide exposure to small- and/or mid-capitalization
companies, involvesgreater risksandthepossibilityofgreater
price volatility than investing in more-established,
larger-capitalizationcompanies. Small-andmid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not
have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by the Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
the Fund’s portfolio.

Valuation Time Risk — The Fund values its portfolio as of
the close of regular trading on the New York Stock Exchange
(generally 4:00 p.m. Eastern Time). In some cases, foreign
markets may close before the New York Stock Exchange
opens or may not be open for business on the same calendar
days as the Fund. As a result, the performance of a fund
that tracks a foreign market index or an index that includes
foreign securities can vary from the performance of that
index.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
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Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:

Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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Direxion Daily Pharmaceutical & Medical Bear 1X
Shares

Important Information Regarding the Fund

The Direxion Daily Pharmaceutical & Medical Bear 1X Shares
(“Fund”) seeks daily inverse investment results. The pursuit
of daily inverse investment goals means that the return of
the Fund for a period longer than a full trading day may
have no resemblance to -100% of the return of its underlying
index for such longer period because the aggregate return
of the Fund is the product of the series of each trading day’s
daily returns. During periods of market volatility, the volatility
of the underlying index may affect the Fund’s return as much
as or more than the return of the underlying index. Further,
the return for investors that invest for periods less than a
full trading day or for a period different than a trading
day will not be the product of the return of the Fund’s stated
investment objective and the performance of the underlying
index for the full trading day.

Investment Objective

The Fund seeks daily investment results, before fees and
expenses, of 100% of the inverse (or opposite) of the
performance of the Dynamic Pharmaceutical Intellidex Index.
The Fund seeks daily inverse investment results and does
not seek to achieve its stated investment objective over
a period of time greater than one day. The Fund is different
and much riskier than most exchange-traded funds.

The Fund is designed to be utilized only by knowledgeable
investors who understand the potential consequences of
seeking daily inverse investment results, understand the
risks associated with shorting and are willing to monitor
their portfolios frequently. The Fund is not intended to
be used by, and is not appropriate for, investors who do
not intend to actively monitor and manage their
portfolios.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy or hold shares of the Fund (“Shares”). Investors
purchasing shares in the secondary market may pay costs
(including customary brokerage commissions) charged by
their broker.

Annual Fund Operating Expenses (expenses that you
pay each year as a percentage of the value of your
investment)

Management Fees 0.35%
Distribution and/or Service (12b-1) Fees 0.00%
Other Expenses of the Fund(1) 0.21%

Total Annual Fund Operating Expenses 0.56%
Expense Cap/Reimbursement(2) -0.11%

Total Annual Fund Operating Expenses After
Expense Cap/Reimbursement 0.45%

(1) Other Expenses are estimated for the Fund's current fiscal year.
(2) Rafferty Asset Management, LLC (“Rafferty” or the “Adviser”)

has entered into an Operating Expense Limitation Agreement
withtheFund.Under theOperatingExpenseLimitationAgreement,

Rafferty has contractually agreed to cap all or a portion of its
management fee and/or reimburse the Fund for Other Expenses
through September 1, 2017, to the extent that the Fund’s Total
Annual Fund Operating Expenses exceed 0.45% of the Fund’s daily
net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees,
Management Services Fees, any front-end or contingent deferred
sales loads, taxes, swap financing and related costs, acquired fund
fees and expenses, dividends or interest on short positions, other
interest expenses, brokerage commissions, expenses incurred in
connection with any merger or reorganization and extraordinary
expenses such as litigation or other expenses outside the typical
day-to-day operations of the Fund).

Any expense cap is subject to reimbursement by the Fund within
the following three years only if overall expenses fall below these
percentage limitations. This agreement may be terminated or
revised at any time with the consent of the Board of Trustees.

Example - This example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other mutual funds. The example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of those periods. The
example also assumes that your investment has a 5% return
each year and that the Fund’s operating expenses remain
the same. Although your actual costs may be higher or lower,
based on these assumptions your costs would be:

1 Year 3 Years

$46 $168
Portfolio Turnover

The Fund pays transaction costs, such as commissions, when
it buys and sells securities (or “turns over” its portfolio). A
higherportfolio turnover ratemay indicatehigher transaction
costs and may result in higher taxes when Fund shares are
held in a taxable account. These costs, which are not reflected
in Annual Fund Operating Expenses or in the example, affect
the Fund’s performance.

Principal Investment Strategy

TheFund,undernormal circumstances, creates shortpositions
by investing at least 80% of its assets in: swap agreements;
futures contracts; options; reverse repurchase agreements;
exchange-traded funds (“ETFs”); and other financial
instruments that, in combination, provide inverse exposure
to the Dynamic Pharmaceutical Intellidex Index (“Index”).
On a day-to-day basis, the Fund invests the remainder of
its assets in money market funds, depository accounts with
institutions with high quality credit ratings or short-term
debt instruments that have terms-to-maturity of less than
397 days and exhibit high quality credit profiles, including
U.S. government securities and repurchase agreements. The
Fund does not invest in long equity securities.

The Index consists of common shares of U.S. pharmaceutical
companies. These companies are principally engaged in
research, development, manufacture, sale or distribution
of pharmaceuticals and drugs of all types. The Index may
include companies that facilitate the testing or regulatory
approval of drugs. The Index provider, the NYSE Arca, Inc.,
begins with the 2,000 largest companies listed on both the
NYSE MKT and NASDAQ exchanges and then uses a
proprietary model that ranks the stocks for capital
appreciation potential. The NYSE Arca, Inc. then divides these

DIREXION SHARES ETF TRUST PROSPECTUS 108



companies into two market capitalization groups, larger
and smaller. The NYSE Arca, Inc. then identifies a specified
numbers of companies from each group for inclusion in
the Index. The larger market capitalization companies will
represent 40% of the Index and the small market
capitalization companies will represent 60% of the Index
when the Index is rebalanced.

The companies included in the Index had an average market
capitalization of $67.4 billion and market capitalizations
ranging from $960.4 million to $242.2 billion as of
December 31, 2015. Components of the Index included the
health care sector, which includes the pharmaceutical and
biotechnology industries, as of December 31, 2015.

The components of the Index and the percentages
represented by various sectors in the Index may change over
time. The Fund will concentrate its investment (i.e., hold
25% or more of its total assets in investments that provide
inverseexposuretoaparticular industryorgroupof industries)
inaparticular industryorgroupof industries toapproximately
the same extent as the Index is so concentrated.

Generally the Fund may gain inverse exposure to the Index
by utilizing swap contracts on ETFs that track the same Index
or a substantially similar index as the Fund that provide
short exposure. At times, however, the Fund will utilize other
derivatives and investment strategies which may include
gaining inverse exposure to only a representative sample
of the securities in the Index that have aggregate
characteristics similar to those of the Index. The Fund gains
this exposure by investing in a combination of financial
instruments that provide inverse exposure to the underlying
securities of the Index. Derivatives are financial instruments
that derive value from the underlying reference asset or
assets, such as stocks, bonds, or funds (including ETFs), interest
rates or indexes. The Fund invests in derivatives as a substitute
for directly shorting securities in order to meet its investment
objective.

The Fund seeks to remain fully invested at all times consistent
with its stated investment objective. At the close of the
markets each trading day, Rafferty positions the Fund’s
portfolio so that its exposure to the Index is consistent with
the Fund’s investment objective. The impact of the Index’s
movements during the day will affect whether the Fund’s
portfolio needs to be re-positioned. For example, if the Index
has fallen on a given day, net assets of the Fund should
rise, meaning that the Fund’s exposure will need to be
increased. Conversely, if the Index has risen on a given day,
net assets of the Fund should fall, meaning the Fund’s
exposure will need to be reduced. This re-positioning strategy
may result in high portfolio turnover.

Because of daily rebalancing and the compounding of each
day’s return over time, the return of the Fund for periods
longer than a single day will be the result of each day’s
returns compounded over the period, which will very likely
differ from -100% of the return of the Index over the same
period. The Fund will lose money if the Index performance
is flat over time, and as a result of daily rebalancing, the
Index’s volatility and the effects of compounding, it is even
possible that the Fund will lose money over time while
the Index's performance decreases.

Principal Investment Risks

An investment in the Fund entails risk. The Fund could lose
money or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that the Fund will
achieve its inverse investment objective. In addition, the
Fund presents some risks not traditionally associated with
most mutual funds and ETFs. It is important that investors
closely review all of the risks listed below and understand
how these risks interrelate before making an investment
in the Fund. Turbulence in financial markets and reduced
liquidity in equity, credit and fixed income markets may
negatively affect many issuers worldwide, which could have
an adverse effect on the Fund. There is the risk that you
could lose all or a portion of your money invested in the
Fund.

Aggressive Investment Techniques Risk — The Fund uses
investment techniques that may be considered aggressive
and may entail significantly higher than normal risk. Risks
associated with the use of futures contracts, options and
swap agreements include potentially dramatic price changes
(losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of the Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Biotechnology Industry Risk - The Fund will invest in, and/or
obtain exposure to, the securities of companies in the
biotechnology industry. Companies within the biotech
industry invest heavily in research and development, which
maynot leadtocommercially successfulproducts. Thebiotech
industry is also subject to increased governmental regulation,
which may delay or inhibit the release of new products.
Many biotech companies are dependent upon their ability
to use and enforce intellectual property rights and patents.
Any impairmentorexpirationof suchrightsmayhaveadverse
financial consequences for these companies. Biotech stocks,
especially those of smaller, less-seasoned companies, tend
to be more volatile than the overall market. Biotech
companies can be significantly affected by technological
change and obsolescence, product liability lawsuits and
consequential high insurance costs.

Cash Transaction Risk - Unlike most ETFs, the Fund currently
intends to effect creations and redemptions principally for
cash, rather than principally for in-kind securities, because
of the nature of the financial instruments held by the Fund.
As such, investments in Shares may be less tax efficient than
investments in conventional ETFs.

Counterparty Risk — The Fund may invest in Financial
Instruments involving counterparties for the purpose of
attempting to gain inverse exposure to a particular group
of securities or an asset class without actually purchasing
those securities or investments. The use of Financial
Instruments, such as swap agreements, involves risks that
are different from those associated with ordinary portfolio
securities transactions. For example, the Fund is exposed
to the risk that the counterparty may be unwilling or unable
to make timely payments to meet its contractual obligations
or may fail to return holdings that are subject to the
agreement with the counterparty. If the counterparty
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becomes bankrupt or defaults on its payment obligations
to the Fund, the Fund may not receive the full amount it
is entitled to receive. In addition, the Fund may enter into
swap agreements that involve a limited number of
counterparties, which may increase the Fund’s exposure to
counterparty credit risk. The Fund does not specifically limit
its counterparty risk with respect to any single counterparty.
Further, there is a risk that no suitable counterparties are
willing to enter into, or continue to enter into, transactions
with the Fund and, as a result, the Fund may not be able
to achieve its inverse investment objective.

Daily Inverse Index Correlation/Tracking Risk - Shareholders
should lose money when the Index rises, which is a result
that is the opposite from traditional index tracking funds.
There is no guarantee that the Fund will achieve a high
degree of inverse correlation to the Index and therefore
achieve its daily inverse investment objective. To achieve
a high degree of inverse correlation with the Index, the
Fund seeks to rebalance its portfolio daily to be consistent
with its daily inverse investment objective. The Fund may
have difficulty achieving its daily inverse investment objective
due to fees, expenses, transactions costs, financing costs
related to the use of derivatives, income items, valuation
methodology, accounting standards and disruptions or
illiquidity in the markets for the securities or derivatives
held by the Fund. Market disruptions, regulatory restrictions
or extreme volatility will also adversely affect the Fund’s
ability to adjust exposure to the required levels. The Fund
may not have investment exposure to all securities in the
Index, or its weighting of investment exposure to such stocks
or industries may be different from that of the Index. In
addition, the Fund may invest in securities or financial
instruments not included in the Index. The Fund may be
subject to large movements of assets into and out of the
Fund, potentially resulting in the Fund being over- or
under-exposed to the Index. In addition, the target amount
of portfolio exposure to the Index is impacted dynamically
by the Index’s movement. Because of this, it is unlikely that
the Fund will be perfectly exposed to the Index at the end
of each day. The possibility of the Fund being materially
over- or under-exposed to the Index increases on days when
the Index is volatilenear thecloseof thetradingday.Activities
surrounding periodic Index reconstitutions and other Index
rebalancing or reconstitution events may hinder the Fund’s
ability to meet its daily inverse investment objective.

Derivatives Risk — The Fund’s investments in derivatives
mayposerisks inadditiontoandgreater thanthoseassociated
with directly investing in securities or other investments,
including risk related to leverage, imperfect daily correlations
with underlying investments or the Fund’s other portfolio
holdings, higher price volatility, lack of availability,
counterparty risk, liquidity, valuation and legal restrictions.
The use of derivatives is a highly specialized activity that
involves investment techniques and risks different from those
associated with ordinary portfolio securities transactions.
The use of derivatives may result in larger losses or smaller
gains than directly shorting the underlying securities.
Investments in such derivatives may generally be subject
to market risks that may cause their prices to fluctuate over
time and may increase the volatility of the Fund. When the

Fund uses derivatives, there may be imperfect correlation
between the value of the underlying reference assets and
the derivative, which may prevent the Fund from achieving
its investment objective. Because derivatives often require
only a limited initial investment, the use of derivatives may
expose the Fund to losses in excess of those amounts initially
invested.

The Fund may use a combination of swaps on the Index
and swaps on an ETF whose investment objective is to track
the performance of the same or a substantially similar Index.
The performance of this underlying ETF may not track the
performance of the Index due to fees and other costs borne
by the ETF and other factors. Thus, to the extent that the
Fund invests in swaps that use an ETF as an underlying
referenceasset, theFundmaybesubject togreatercorrelation
risk and may not achieve as high a degree of inverse
correlation with the Index as it would if the Fund used swaps
that utilized the Index as an underlying reference asset.
Any financing, borrowing or other costs associated with
using derivatives may also have the effect of lowering the
Fund’s return. Moreover, if the Index has a dramatic intraday
move that causes a material decline in the Fund’s net assets,
the terms of a swap agreement between the Fund and its
counterparty may permit the counterparty to immediately
close out the swap transaction with the Fund. In that event,
the Fund may be unable to enter into another swap
agreementor invest inotherderivatives toachievethedesired
exposure consistent with the Fund’s investment objective.
This may prevent the Fund from achieving its inverse
investmentobjective,even if the Indexreversesallofaportion
of its movement.

In addition, the Fund’s investments in derivatives are subject
to the following risks:
• Swap Agreements. Swap agreements are entered into

primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference assets or underlying securities or instruments.
The gross return to be exchanged or swapped between
the parties is calculated based on a notional amount or
the return on or change in value of a particular dollar
amount invested in a basket of securities representing
a particular index. Swaps are particularly subject to
counterparty, valuation and leveraging risks.

• Futures Contracts. Futures contracts are typically exchange
traded contracts that call for the future delivery of an
asset at a certain price and date, or cash settlement of
the terms of the contract. There may be an imperfect
correlation between the changes in market value of the
securities held by the Fund and the prices of futures
contracts. There may not be a liquid secondary market
for the futures contracts. In addition, there is a risk that
the Fund may not be able to enter into a closing transaction
due to an illiquid market. Exchanges may also limit the
number of positions that can be held or controlled by
the Fund or the Adviser, thus limiting the ability of the
Fund to implement its inverse investment strategy. Futures
markets are highly volatile and the use of futures may
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increase the volatility of the Fund. Futures are also subject
to leverage and liquidity risks.

• Options. Options give the holder of the option the right
to buy (or sell) a position in a security to the writer of
the option, at a certain price. There may be an imperfect
correlation between the prices of options and movements
in the price of the securities (or indices) used for cover
which may cause the Fund not to achieve its inverse
investment objective. Exchanges may limit the number
of positions that can be held or controlled by the Fund
or the Adviser, thus limiting the ability of the Fund to
implement its investment strategy. Options are also subject
to leverage and liquidity risks.

Early Close/Trading Halt Risk — An exchange or market
may close or issue trading halts on specific securities, or the
ability to buy or sell certain securities or financial instruments
may be restricted, which may result in the Fund being unable
to buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its investments
and/or may incur substantial trading losses.

Effects of Compounding and Market Volatility Risk - The
Fund does not attempt to, and should not be expected to,
provide returns which are -100%, before fees and expenses,
of the return of the Index for periods other than a single
day. The Fund rebalances its portfolio on a daily basis,
increasing exposure in response to the Index’s daily losses
or reducing exposure in response to the Index’s daily gains.
This means that for a period longer than one single day,
the pursuit of a daily investment objective may result in
daily compounding. It also means that the return of the
Index over a period of time greater than one single day
multiplied by the Fund’s daily target of -100% generally
will not equal the Fund’s performance over that same period.
If adverse daily performance of the Index reduces the amount
of a shareholder’s investment, any further adverse daily
performance will lead to a smaller dollar loss because the
shareholder’s investment had already been reduced by the
prior adverse performance. Equally, however, if favorable
daily performance of the Index increases the amount of a
shareholder’s investment, thedollaramount lostduetofuture
adverse performance will increase correspondingly.

As a result, over time, the cumulative percentage increase
or decrease in the value of the Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease of -100% of the return of the Index due to the
compounding effect of losses and gains on the returns of
the Fund. It also is expected that the Fund will underperform
the inverse return of the Index in a trendless or flat market.
The effect of compounding becomes more pronounced on
the Fund’s performance as the Index experiences volatility.
The Index’s volatility rate is a statistical measure of the
magnitude of fluctuations in the returns of the Index.

The chart below provides examples of how Index volatility
could affect the Fund’s performance. Fund performance
for periods greater than one single day can be estimated
given any set of assumptions for the following factors: a)
Index volatility; b) Index performance; c) period of time;
d) financing rates associated with inverse exposure; e) other

Fund expenses; and f) dividends or interest paid with respect
to securities in the Index. The chart below illustrates the
impact of two principal factors – Index volatility and Index
performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
IndexvolatilityandIndexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in the Index;
(ii) there were no Fund expenses; and (iii) borrowing/lending
rates (to obtain inverse exposure) of 0%. If Fund expenses
and/or actual borrowing/lending rates were reflected, the
estimated returns would be different than those shown.
As shown in the chart below, the Fund would be expected
to lose 6.04% if the Index provided no return over a one
year period during which the Index experienced annualized
volatility of 25%. If the Index’s annualized volatility were
to rise to 75%, the hypothetical loss for a one year period
for the Fund widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value in the Fund, even if the Index is flat. For instance,
if the Index’s annualized volatility is 100%, the Fund would
be expected to lose 63.23% of its value, even if the cumulative
Index return for the year was 0%.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

The Index’s annualized historical volatility rate for the five
yearperiodendedDecember31,2015was16.21%.TheIndex’s
highest volatility rate for any one calendar year during the
five-yearperiodwas24.05%andvolatility fora shorterperiod
of time may have been substantially higher. The Index’s
annualized performance for the five-year period ended
December 31, 2015 was 27.80%. Historical Index volatility
and performance are not indications of what the Index
volatility and performance will be in the future. The volatility
of ETFs or instruments that reflect the value of the Index,
such as swaps, may differ from the volatility of the Index.

For information regarding the effects of volatility and Index
performance on the long-term performance of the Fund,
see “Additional Information Regarding Investment
Techniques and Policies” in the Fund’s statutory prospectus,
and “Special Note Regarding the Correlation Risks of the
Funds” in the Fund’s Statement of Additional
Information.

Healthcare Sector Risk — The Fund may invest in, and/or
haveexposureto, thesecuritiesofcompanies inthehealthcare
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sector. The profitability of companies in the healthcare sector
may be affected by extensive government regulation,
restrictions on government reimbursement for medical
expenses, rising costs of medical products and services, pricing
pressure,an increasedemphasisonoutpatientservices, limited
number of products, industry innovation, changes in
technologies and other market developments. Many
healthcare companies are heavily dependent on patent
protection. The expiration of patents may adversely affect
the profitability of these companies. Many healthcare
companiesaresubject toextensive litigationbasedonproduct
liability and similar claims. Healthcare companies are subject
to competitive forces that may make it difficult to raise prices
and, in fact, may result in price discounting. Many new
products in thehealthcare sectormaybesubject to regulatory
approvals. The process of obtaining such approvals may be
long and costly with no guarantee that any product will
come to market.

High Portfolio Turnover Risk - Daily rebalancing of the Fund’s
holdings pursuant to its daily investment objective causes
a much greater number of portfolio transactions when
compared to most ETFs. Additionally, active market trading
of the Fund’s shares on such exchanges as the NYSE Arca,
Inc., could cause more frequent creation and redemption
activities which could increase the number of portfolio
transactions. Frequent and active trading may lead to higher
transaction costs because of increased broker commissions
resulting from such transactions. In addition, there is the
possibility of significantly increased short-term capital gains
(which will be taxable to shareholders as ordinary income
when distributed to them). The Fund calculates portfolio
turnover without including the short-term cash instruments
or derivative transactions that comprise the majority of the
Fund’s trading.Assuch, if theFund’sextensiveuseofderivative
instruments were reflected, the calculated portfolio turnover
rate would be significantly higher.

Intra-Day Investment Risk - The Fund seeks investment results
from the close of the market on a given trading day until
the close of the market on the subsequent trading day. The
exact exposure of an investment in the Fund intraday in
the secondary market is a function of the difference between
the value of the Index at the market close on the first trading
day and the value of the Index at the time of purchase. If
the Index loses value, the Fund’s net assets will rise by the
same amount as the Fund’s exposure. Conversely, if the Index
rises, the Fund’s net assets will decline by the same amount
as the Fund’s exposure. Since the Fund starts each trading
day with exposure which is -100% of its net assets, a change
in both the exposure and the net assets of the Fund by the
same absolute amount results in a change in the comparative
relationship of the two. As an example (using simplified
numbers), if the Fund had $100 in net assets at the market
close, it would seek -$100 of exposure to the next trading
day’s Index performance. If the Index declined by 1% by
noon the following trading day, the exposure of the Fund
will fall by 1% to -$99 and the net assets will rise by $1 to
$101. With net assets of $101 and exposure of -$99, a
purchaser at that point would be receiving -98% exposure
of her investment instead of -100%.

InvestmentRisk — Aninvestment in theFund isnotadeposit
in a bank and is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other government
agency. When you sell your Shares, they could be worth
less than what you paid for them.

Liquidity Risk — Some securities held by the Fund, including
derivatives, may be difficult to sell or illiquid, particularly
during times of market turmoil. Markets for securities or
financial instruments could be disrupted by a number of
events, includingbutnot limitedto,aneconomiccrisis,natural
disasters, new legislation or regulatory changes inside or
outside the U.S. Illiquid securities also may be difficult to
value. If the Fund is forced to sell an illiquid security at an
unfavorable time or at a price that is lower than Rafferty’s
judgment of the security’s true market value, the Fund may
be forced to sell the security at a loss. Such a situation may
prevent the Fund from limiting losses, realizing gains or
achieving a high correlation with the Index, thus materially
affecting Fund performance.

Market Risk — The Fund is subject to market risks that
can affect the value of its shares. These risks include political,
regulatory, market and economic developments, including
developments that impact specificeconomicsectors, industries
or segments of the market.

Money Market Instrument Risk — The Fund may use a
variety of money market instruments for cash management
purposes, includingmoneymarket funds,depositaryaccounts
and repurchase agreements. Money market funds may be
subject to credit risk with respect to the short-term debt
instruments in which they invest. Depository accounts may
besubject tocredit riskwithrespect tothefinancial institution
in which the depository account is held. Repurchase
agreements are contracts in which a seller of securities agrees
to buy the securities back at a specified time and price.
Repurchase agreements may be subject to market and credit
risk related to the collateral securing the repurchase
agreement. There is no guarantee that money market
instruments will maintain a stable value, and they may lose
money.

Non-Diversification Risk — The Fund is non-diversified,
which means it invests a high percentage of its assets in a
limited number of securities. A non-diversified fund’s net
asset value and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund.

Pharmaceutical Industry Risk - The Fund invests in, and/or
has exposure to, the securities of companies in the
pharmaceutical industry. The profitability of these companies
is highly dependent on the development, procurement and
marketing of drugs and the development, protection and
exploitation of intellectual property rights and other
proprietary information.Thesecompaniesmaybesignificantly
affected by such events as the expiration of patents or the
loss of, or the inability to enforce, intellectual property rights.
Research and other costs associated with developing or
procuring new drugs and the related intellectual property
rights can be significant, and the results of such research
and expenditures are unpredictable. Many pharmaceutical
companies face intense competition from new products and
less costly generic products. In addition, the process for
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obtaining regulatory approval from the U.S. Food and Drug
Administration or other governmental regulatory authorities
is long and costly and there is no assurance that the necessary
approvalswillbeobtainedormaintainedbythesecompanies.

Additionally, companies in the pharmaceutical industry may
be subject to expenses and losses from extensive litigation
based on intellectual property, product liability and similar
claims. These companies may be adversely affected by
government regulation and changes in reimbursement rates
from third party payors, such as Medicare, Medicaid and
other government sponsored programs, private health
insurance plans and health maintenance organizations.

Regulatory Risk — The Fund is subject to the risk that a
change in U.S. law and related regulations will impact the
way the Fund operates, increase the particular costs of the
Fund’s operations and/or change the competitive landscape.

Shorting Risk - In order to achieve its daily inverse investment
objective, the Fund may engage in short sales which are
designed to provide the Fund gains when the price of a
particular security, basket of securities or index declines.
WhentheFundshorts securities includingsecuritiesofanother
investment company, it borrows shares of that security or
investment company, which it then sells. The Fund closes
out a short sale by purchasing the security that it has sold
short and returning that security to the entity that lent the
security. The Fund may also seek inverse or “short” exposure
through the use of derivatives such as swap agreements
or futures contracts, which may expose the Fund to certain
risks such as an increase in volatility or decrease in the liquidity
of the securities of the underlying short position. If the Fund
were to experience this volatility or decreased liquidity, the
Fund’s return may be lower, the Fund’s ability to obtain
inverseexposurethroughtheuseofderivativesmaybe limited
or the Fund may be required to obtain inverse exposure
through alternative investments strategies that may be less
desirable or more costly to implement. If the securities
underlying the short positions are thinly traded or have a
limited market due to various factors, including regulatory
action, the Fund may be unable to meet its investment
objective due to lack of available securities or counterparties.
During such periods, the Fund’s ability to issue additional
creation units may be adversely affected. Obtaining inverse
exposure through the use of derivatives or other financial
instruments may be considered an aggressive investment
technique.

Small- and/or Mid-Capitalization Company Risk —
Investing in , and/or having exposure to, the securities of
small- and/or mid-capitalization companies, and securities
that provide exposure to small- and/or mid-capitalization
companies, involvesgreater risksandthepossibilityofgreater
price volatility than investing in more-established,
larger-capitalizationcompanies. Small-andmid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not

have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by the Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
the Fund’s portfolio.

Special Risks of Exchange-Traded Funds

Trading Issues. Trading in Shares on an exchange may be
halted due to market conditions or for reasons that, in the
view of that exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the exchange on which they
trade, and the listing requirements may be amended from
time to time.

Market Price Variance Risk. Individual Shares of the Fund
that are listed for trading on an exchange can be bought
andsold in thesecondarymarketatmarketprices.Themarket
prices of Shares will fluctuate in response to changes in net
asset value and supply and demand for Shares. The Adviser
cannot predict whether Shares will trade above, below or
at their net asset value. Given the fact that Shares can be
created and redeemed in creation units, the Adviser believes
that large discounts or premiums to the net asset value of
Shares should not be sustained. There may, however, be
times when the market price and the net asset value vary
significantly and you may pay more than net asset value
when buying Shares on the secondary market, and you may
receive less than net asset value when you sell those Shares.
The Fund’s investment results are measured based upon
the daily net asset value of the Fund over a period of time.
Investors purchasing and selling Shares in the secondary
market may not experience investment results consistent
with those experienced by those creating and redeeming
directly with the Fund. There is no guarantee that an active
secondary market will develop for Shares of the Fund.

Fund Performance

No prior investment performance is provided for the Fund
because it had not commenced operations prior to the date
of this Prospectus. Upon commencement of operations,
updated performance will be available on the Fund’s website
a t
www.direxioninvestments.com/etfs?producttab=performance
or by calling the Fund toll-free at 866-476-7523.

Management

Investment Adviser. Rafferty Asset Management, LLC is the
Fund’s investment adviser.

Portfolio Managers. The following members of Rafferty’s
investment team are jointly and primarily responsible for
the day-to-day management of the Fund:
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Portfolio Managers
Years of Service
with the Fund Primary Title

Paul Brigandi Since Inception Portfolio Manager
Tony Ng Since Inception Portfolio Manager

Purchase and Sale of Fund Shares

The Fund’s shares are not individually redeemable. The Fund
will issue and redeem Shares for cash only to Authorized
Participants in large blocks, known as creation units, each
of which is comprised of 50,000 Shares. Retail investors may
onlypurchaseandsell Sharesonanational securitiesexchange
through a broker-dealer and may incur brokerage costs.
Because the Shares trade at market prices rather than net
asset value, Shares may trade at a price greater than net
asset value (premium) or less than net asset value (discount).

Tax Information

The Fund intends to make distributions that may be taxed
as ordinary income or long-term capital gains. Those
distributions will be subject to federal income tax and may
alsobesubject tostateand local taxes,unlessyouare investing
through a tax-deferred arrangement, such as a 401(k) plan
or an individual retirement account. Distributions or
investments made through tax-deferred arrangements may
be taxed later upon withdrawal. Distributions by the Fund
may be significantly higher than those of most other ETFs.

Payments to Broker-Dealers and Other Financial
Intermediaries

If you purchase shares of the Fund through a broker-dealer
or other financial intermediary (such as a bank or financial
advisor), theFundand/or itsAdvisermaypaythe intermediary
for the sale of Fund shares and related services. These
payments may create a conflict of interest by influencing
the broker-dealer or other financial intermediary and your
salespersontorecommendtheFundoveranother investment.
Ask your salesperson or visit your financial intermediary’s
website for more information.
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OVERVIEW OF THE FUNDS

The Direxion Shares ETF Trust (“Trust”) is a registered investment company offering a number of separate exchange-traded
funds (“ETFs”). This Prospectus describes the ETFs noted in the table below (each a “Fund” and collectively the “Funds”).
Rafferty Asset Management, LLC (“Rafferty,” or “Adviser”) serves as the investment adviser to each Fund.

The Direxion Daily 7-10 Year Treasury Bear 1X Shares, Direxion Daily 20+ Year Treasury Bear 1X Shares, Direxion Daily Corporate
Bond Bear 1X Shares, Direxion Daily Municipal Bond Taxable Bear 1X Shares and the Direxion Daily Total Bond Market
Bear 1X Shares are collectively referred to as the "Fixed Income Funds."

The Direxion Daily CSI 300 China A Share Bear 1X Shares, the Direxion Daily SME-ChiNext 100 China A Shares Bear 1X Shares
and the Direxion Daily MSCI China A Bear 1X Shares are collectively referred to as the "China Funds."

Shares of the Funds (“Shares”) are , or upon commencement of operations will be, listed on the NYSE Arca, Inc. (the “Exchange”).
When Shares are listed and traded on the Exchange, the market prices for the Shares may be different from the intra-day
value of the Shares disseminated by the Exchange and from their net asset value (“NAV”). Unlike conventional mutual
funds, Shares are not individually redeemable securities. Rather, each Fund issues and redeems Shares on a continuous basis
at NAV only in large blocks of Shares called “Creation Units.” A Creation Unit consists of 50,000 Shares. Creation Units of
the Funds are issued and redeemed for cash.

Shares may only be purchased from, or redeemed with, the Funds in Creation Units. As a result, retail investors generally
will not be able to purchase or redeem Shares directly from or with the Funds. Most retail investors will purchase or sell
Shares in the secondary market with the assistance of a broker. Thus, some of the information contained in this Prospectus,
such as information about purchasing and redeeming Shares from, or with, a Fund and all references to the transaction
fee imposed on purchases and redemptions, is not relevant to retail investors.

As used in this Prospectus, the terms “daily,” “day,” and “trading day,” refer to the period from the close of the markets
on one trading day to the close of the markets on the next trading day.

The Funds seek to provide daily inverse investment results, before fees and expenses, which correspond to 100% of the
inverse of the performance of an underlying index. For example, the underlying index for the Direxion Daily Large Cap
Bear 1X Shares is the inverse, or opposite, of the daily total return of the performance of the Russell 1000® Index. If, on a
given day, the Russell 1000® Index gains 1%, the Direxion Daily Large Cap Bear 1X Shares is designed to lose approximately
-$99 (which is equal to -100% of 1%). Conversely, if the Russell 1000® Index loses 1% on a given day, the Direxion Daily
Large Cap Bear 1X Shares is designed to gain approximately -$99. Each Fund tracks an underlying index as noted below:

Fund Underlying Index

Direxion Daily 7-10 Year Treasury Bear 1X Shares NYSE 7-10 Year Treasury Bond Index
Direxion Daily 20+ Year Treasury Bear 1X Shares NYSE 20 Year Plus Treasury Bond Index
Direxion Daily Corporate Bond Bear 1X Shares S&P U.S. Corporate Bond Index
Direxion Daily Large Cap Bear 1X Shares Russell 1000® Index
Direxion Daily Municipal Bond Taxable Bear 1X Shares S&P National AMT-Free Municipal Bond Index
Direxion Daily Small Cap Bear 1X Shares Russell 2000® Index
Direxion Daily Total Bond Market Bear 1X Shares Barclays US Aggregate Bond Index
Direxion Daily Total Market Bear 1X Shares MSCI US Broad Market Index
Direxion Daily CSI 300 China A Shares Bear 1X shares CSI 300 Index
Direxion Daily SME-ChiNext 100 China A Shares Bear 1X Shares SME-ChiNext 100 Index
Direxion Daily MSCI China A Bear 1X Shares MSCI China A International Index
Direxion Daily S&P Biotech Bear 1X Shares S&P Biotechnology Select Industry Index
Direxion Daily Healthcare Bear 1X Shares Health Care Select Sector Index
Direxion Daily Cyber Security & IT Bear 1X Shares ISE Cyber Security Index
Direxion Daily Greece Bear 1X Shares FTSE/ATHEX Custom Capped Index
Direxion Daily Pharmaceutical & Medical Bear 1X Shares Dynamic Pharmaceutical Intellidex Index

To pursue these results, each Fund uses aggressive investment techniques such as engaging in futures, swaps and options
transactions. As a result, the Funds are designed to be utilized only by knowledgeable investors who understand the potential
consequences of seeking daily inverse investment results, understand the risks of shorting and are willing to monitor their
portfolios frequently. The Funds are not intended to be used by, and are not appropriate for, investors who do not intend
to actively monitor and manage their portfolios. There is no assurance that any Fund will achieve its investment objective
and an investment in a Fund could lose money. No single Fund is a complete investment program.
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Changes in Investment Objective. Each Fund’s investment objective is not a fundamental policy and may be changed by
the Funds’ Board of Trustees without shareholder approval.

ADDITIONAL INFORMATION REGARDING INVESTMENT TECHNIQUES AND POLICIES

Rafferty uses a number of investment techniques in an effort to achieve the stated daily inverse investment objective for
each Fund. Each Fund seeks -100% of the return of its underlying indices on a given day. As such, the Funds are managed
to provide returns inverse (or opposite) to the return of a Fund’s underlying index for a one-day period.

Rafferty creates net “short” positions for the Funds. (Rafferty may create long positions in the Funds even though the net
exposure in the Funds will be short.) Long positions move in the same direction as their underlying index, advancing when
the underlying index advances and declining when the underlying index declines. Short positions move in the opposite
direction of the underlying index, advancing when the underlying index declines and declining when the underlying index
advances.

In seeking to achieve each Fund’s investment objective, Rafferty uses statistical and quantitative analysis to determine the
investments each Fund makes and the techniques it employs. Rafferty relies upon a pre-determined model to generate
orders that result in repositioning each Fund’s investments in accordance with its daily investment objective. Using this
approach, Rafferty determines the type, quantity and mix of investment positions that it believes in combination should
produce daily returns consistent with a Fund’s objective. In general, if a Fund is performing as designed, the return of the
underlying index will dictate the return for that Fund. Each Fund generally pursues its investment objective regardless of
market conditions and does not take defensive positions.

Each Fund offered in this prospectus invests significantly in the following short types of derivatives: swap agreements,
futures contracts, options on securities, future contracts and stock indices, and other financial instruments. Rafferty uses
these types of investments to produce inverse returns compared to each Fund’s applicable underlying index.

At the close of the markets each trading day, each Fund will position its portfolio to ensure that the Fund’s exposure to
its underlying index is consistent with the Fund’s stated daily inverse investment objective. The impact of market movements
during the day determines whether a portfolio needs to be repositioned. If the underlying index has risen on a given day,
a Fund’s assets (i.e., net assets plus borrowing for investment purposes, if any) should fall, meaning their exposure may
need to be decreased. Conversely, if the underlying index has fallen on a given day, a Fund’s net assets should rise, meaning
their exposure may need to be increased. Any of the Funds’ portfolios may also need to be changed to reflect changes in
the composition of their underlying index. Rafferty increases a Fund’s exposure when its assets rise and reduces a Fund’s
exposure when its assets fall.

The Funds are designed to provide daily investment returns, before fees and expenses, of 100% of the inverse of the daily
performance of their underlying indices. A Fund may have difficulty in achieving its daily inverse investment objective due
to fees, expenses, transaction costs, income items, accounting standards, significant purchase and redemption activity by
Fund shareholders and/or disruptions or a temporary lack of liquidity in the markets for the securities held by the Fund.
Additionally, if a Fund’s underlying index includes foreign securities or tracks a foreign market index where the foreign
market closes before or after the New York Stock Exchange (“NYSE”) closes (generally at 4 p.m. Eastern Time), the performance
of the underlying index may differ from the expected daily inverse performance.

The Funds seek daily returns while repositioning exposure daily. Therefore, for a period longer than one day, the pursuit
of a daily investment objective may result in daily compounding. This means that the return of an underlying index over
a period of time greater than one day multiplied by a Fund’s daily target (i.e., -100%) generally will not equal a Fund’s
performance over that same period. Consider the following examples:

Mary is considering investments in two funds, Funds A and B. Fund A is a traditional index ETF which seeks (before fees
and expenses) to match the performance of the XYZ index. Similar to the Funds, Fund B is an ETF that seeks daily investment
results (before fees and expenses) that correspond to -100% of the daily performance of the XYZ index.

On Day 1, the XYZ index increases in value from $100 to $105, a gain of 5%. On Day 2, the XYZ index decreases from $105
back to $100, a loss of 4.76%. In the aggregate, the XYZ index has not moved.

An investment in Fund A would be expected to gain 5% on Day 1 and lose 4.76% on Day 2 to return to its original value.
The following example assumes a $100 investment in Fund A when the index is also valued at $100:

Day Index Value Index Performance Value of Investment
$100.00 $100.00

1 $105.00 5.00% $105.00
2 $100.00 -4.76% $100.00
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The same $100 investment in Fund B would be expected to decrease in value on Day 1, but gain value on Day 2. The $100
investment in Fund B would be expected to lose 5% on Day 1 (-100% of 5%) but gain 4.76% on Day 2.

Day Index Performance -100% of Index Performance Value of Investment
$100.00

1 5.00% -5.00% $95.00
2 -4.76% 4.76% $99.52

In the case of Fund B, although the percentage decrease on Day 2 is sufficient to bring the value of the index back to its
starting point, because the inverse of that percentage is applied to a lower principal amount on Day 2, Fund B has a loss.
(These calculations do not include the charges for expense ratio and financing charges.) As you can see, investment in Fund
B has additional risks than Fund A due to the effects of compounding on Fund B.

The Funds are very different from most mutual funds and exchange traded funds. First, each Fund pursues a daily investment
objective which is inverse to the performance of its underlying index, a result opposite of most mutual funds and exchange
traded funds. Second, the Funds seek daily inverse investment results. An investor who purchases shares of a Fund intra-day
will generally receive more, or less, than -100% exposure to the underlying index from that point until the end of the
trading day. The actual exposure is a function of the performance of the underlying index from the end of the prior trading
day. If a Fund’s shares are held for a period longer than a single trading day, the Fund’s performance is likely to deviate
from -100% of the return of the underlying index performance for the longer period. This deviation will increase with
higher index volatility and longer holding periods. As a consequence, investors should not plan to hold the Funds unmonitored
for periods longer than a single trading day. Further, the return for investors that invest for periods less than a full trading
day or for a period different than a trading day will not be the product of the return of a Fund’s stated daily inverse investment
objective and the performance of the underlying index for the full trading day. The Funds are not suitable for all investors.

For investments held for longer than a trading day, volatility in the performance of the underlying index from day to day
is the primary cause of any disparity between a Fund’s actual returns, the product of the Fund’s beta and the returns of
the underlying index for such longer period. Volatility causes such disparity because it exacerbates the effects of compounding
on a Fund’s returns. For example, consider the following three examples that demonstrate the effect of volatility on a
hypothetical fund seeking an -100% correlation with an underlying index:

Example 1 – Underlying Index Experiences Low Volatility

Mary invests $10.00 in a hypothetical fund at the close of trading on Day 1. During Day 2, the fund’s underlying index
decreases from 100 to 98, a 2% gain. Mary’s investment rises 2% to $10.20. Mary holds her investment through the close
of trading on Day 3, during which the fund’s underlying index decreases from 98 to 96, a loss of 2.04%. Mary’s investment
rises to $10.41, a gain during Day 3 of 2.04%. For the two day period since Mary invested in the fund, the underlying
index lost 4% although Mary’s investment increased by 4.1%. Because the underlying index continued to trend upwards
with low volatility, Mary’s return closely correlates to the -100% return of the return of the underlying index for the
period.

Example 2 – Underlying Index Experiences High Volatility

Mary invests $10.00 in a hypothetical fund after the close of trading on Day 1. During Day 2, the fund’s underlying index
decreases from 100 to 98, a 2% loss, and Mary’s investment rises 2% to $10.20. Mary continues to hold her investment
through the end of Day 3, during which the fund’s underlying index increases from 98 to 102, a gain of 4.08%. Mary’s
investment declines by 4.08%, from $10.20 to $9.78. For the two day period since Mary invested in the fund, the fund’s
underlying index gained 2% while Mary’s investment decreased from $10 to $9.78, a 2.20% loss. The volatility of the
underlying index affected the correlation between the underlying index’s return for the two day period and Mary’s
return. In this situation, Mary lost more than -100 the return of the underlying index.

Example 3 – Intra-day Investment with Volatility

The examples above assumed that Mary purchased the fund at the close of trading on Day 1 and sold her investment
at the close of trading on a subsequent day. However, if she made an investment intra-day, she would have received a
beta determined by the performance of the underlying index from the end of the prior trading day until her time of
purchase on the next trading day. Consider the following example.

Mary invests $10.00 in a hypothetical fund at 11 a.m. on Day 2. From the close of trading on Day 1 until 11 a.m. on Day
2, the underlying index moved from 100 to 98, a 2% loss. In light of that loss, the fund’s beta at the point at which Mary
invests is -96%. During the remainder of Day 2, the fund’s underlying index decreases from 98 to 90, a loss of 8.16%,
and Mary’s investment rises 7.83% (which is the underlying index gain of 8.16% multiplied by the 96% beta that she
received) to $10.78. Mary continues to hold her investment through the close of trading on Day 2, during which the
fund’s underlying index increases from 90 to 110, a gain of 22.22%. Mary’s investment declines by 18.2%, from $10.78
to $8.82. For the period of Mary’s investment, the fund’s underlying index increased from 98 to 110, a gain of 12.25%,
while Mary’s investment decreased from $10.00 to $8.82, an 11.8% loss. The volatility of the underlying index affected
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the correlation between the index’s return for period and Mary’s return. In this situation, Mary lost less than -100 of the
return of the underlying index. Mary’s investment was also affected because she missed the first 2% move of the underlying
index and had a beta of -96% for the remainder of Day 2.

The Funds are designed to be utilized only by sophisticated investors, such as traders and active investors employing
dynamic strategies. Such investors are expected to monitor and manage their portfolios frequently. Investors in the Funds
should: (a) understand the consequences of seeking daily investment results, (b) understand the risk of shorting, and (c)
intend to actively monitor and manage their investments. Investors who do not understand the Funds or do not intend
to actively manage their funds and monitor their investments should not buy the Funds. There is no assurance that any
of the Funds offered in this Prospectus will achieve their investment objectives and an investment in any Fund could
lose money. No single Fund is a complete investment program.

Market Volatility. Each Fund seeks to provide a return which is -100% of the daily performance of its underlying index. No
Fund attempts to, and no Fund should be expected to, provide returns which are -100% of the return of the underlying
index for periods other than a single day. Each Fund rebalances its portfolio on a daily basis, increasing exposure in response
to that day’s gains or reducing exposure in response to that day’s losses.

Daily rebalancing will impair a Fund’s performance if the underlying index experiences volatility. For instance, a Fund would
be expected to lose 4% (as shown in Table 1 below) if its underlying index provided no return over a one year period and
experienced annualized volatility of 20%. If the underlying index’s annualized volatility were to rise to 40%, the hypothetical
loss for a one year period for a Fund widens to approximately 15%.

At higher ranges of volatility, there is a chance of a significant loss of Fund value even if the underlying index is flat. For
instance, if annualized volatility of the underlying index is 100%, a fund targeted to the same underlying index would be
expected to lose more than 60% of its value even if the cumulative underlying index return for the year was 0%. An index’s
volatility rate is a statistical measure of the magnitude of fluctuations in the returns of an index.

Table 1

Volatility Range Fund Loss

10% -1%
20% -4%
30% -9%
40% -15%
50% -22%
60% -30%
70% -39%
80% -47%
90% -55%

100% -63%

Table 2 shows the volatility rate for each of the Funds’ underlying indexes over the five year period ended December 31, 2015.
The underlying indexes have annualized historical volatility rates over that period ranging from 3.26% to 40.45%. Since
market volatility has negative implications for Funds which rebalance daily, investors should be sure to monitor and manage
their investments in the Funds particularly in volatile markets. The negative implications of volatility in Table 1 can be combined
with the recent volatility ranges of various indexes in Table 2 to give investors some sense of the risks of holding the Funds
for long periods. These tables are intended to simply underscore the fact that the Funds are designed as short-term trading
vehicles. The Funds are not intended to be used by, and are not appropriate for, investors who do not intend to actively
monitor and manage their portfolios.
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Table 2 – Historic Volatility of each Fund’s Benchmark Index

Index

5-Year Historical
Volatility

Rate

Barclays Capital US Aggregate Bond Index 3.26%
CSI 300 Index 23.97%
Dynamic Pharmaceutical Intellidex Index 16.21%
FTSE/ATHEX Custom Capped Index
(Inception Date: May 13, 2013) 40.45%
Health Care Select Sector Index 13.65%
ISE Cyber Security Index 22.77%
MSCI China A International Index
(Inception Date: October 14, 2014) 36.13%
MSCI US Broad Market Index 14.67%
NYSE 20 Year Plus Treasury Bond Index 14.25%
NYSE 7-10 Year Treasury Bond Index 6.21%
Russell 1000® Index 14.44%
Russell 2000® Index 18.58%
S&P Biotechnology Select Industry Index 28.12%
S&P National AMT-Free Municipal Bond Index 3.29%
S&P US Corporate Bond Index
(Has not Commenced Operations) N/A
SME-ChiNext 100 Index 27.37%

The intra-day value of each Fund’s shares, otherwise known as the “intraday indicative value” or “IIV,” which is disseminated
by the Exchange every 15 seconds throughout the business day, is based on the current market value of the securities and
cash required to be deposited in exchange for a Creation Unit on the prior business day. The IIV does not necessarily reflect
the precise composition of the current portfolio of securities held by a Fund at a particular point in time, nor the best
possible valuation of the current portfolio. Therefore, the IIV should not be viewed as a “real-time” update of the Fund’s
NAV, which is computed only once a day.

The Projected Return of a Fund for a Single Trading Day. Each Fund seeks to provide a daily return which is the inverse (or
opposite) of the daily return of an underlying index. To create the necessary exposure, a Fund engages in short selling —
borrowing and selling securities it does not own. The money that a Fund receives from short sales — the short sale proceeds —
is an asset of the Fund that can generate income to help offset the Fund’s operating expenses. However, the costs of creating
short exposure, which may require the Fund’s counterparties to borrow and sell certain securities, may offset or outweigh
such income. As the holder of a short position, a Fund also is responsible for paying the dividends and interest accruing
on the short position, which is an expense to the Fund that could cause the Fund to lose money on the short sale and may
adversely affect its performance. Each Fund will reposition its portfolio at the end of every trading day. Therefore, if an
investor purchases Fund shares at close of the markets on a given trading day, the investor’s exposure to the underlying
index of a Fund would reflect 100% of the inverse performance of the underlying index during the following trading day,
subject to the charges and expenses noted above, regardless of whether the investor sells the shares during that day.

The Projected Returns of Funds for Intra-Day Purchases. Because the Funds rebalance their portfolios once daily, an investor
who purchases shares during a day will likely have more, or less, than -100% investment exposure to the underlying index
for a Fund. The exposure to the underlying index received by an investor who purchases a Fund intra-day will differ from
the Fund’s stated daily investment objective (i.e.,-100%) by an amount determined by the movement of the underlying
index from its value at the end of the prior day. If the underlying index moves in a direction favorable to the Fund between
the close of the market on one trading day through the time on the next trading day when the investor purchases Fund
shares, the investor will receive less exposure to the underlying index than the stated fund daily investment objective (i.e.,
-100%). Conversely, if the underlying index moves in a direction adverse to the Fund, the investor will receive more exposure
to the underlying index than the stated fund daily inverse investment objective (i.e., -100%).

Table 3 below indicates the exposure to the underlying index that an intra-day purchase of a Fund would be expected to
provide based upon the movement in the value of a Fund’s underlying index from the close of the market on the prior
trading day. Such exposure holds until a subsequent sale on that same trading day or until the close of the market on that
trading day. For instance, if the underlying index of a Fund has moved 2% in a direction favorable to a Fund, the investor
would receive exposure to the performance of the underlying index from that point until the investor sells later that day
or the end of the day equal to approximately 96% of the investor’s investment.

Conversely, if the underlying index has moved 2% in a direction unfavorable to a Fund, an investor at that point would
receive exposure to the performance of the underlying index from that point until the investor sells later that day or the
end of the day equal to approximately -104% of the investor’s investment.
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The table includes a range of underlying index moves from 5% to – 5% for a Fund; index moves beyond the range noted
below will result in exposure further from a Fund’s daily investment objective.

Table 3

Index Move Resulting Exposure for a Fund

-5% -90%
-4% -92%
-3% -94%
-2% -96%
-1% -98%
0% -100%
1% -102%
2% -104%
3% -106%

The Projected Returns of the Funds for Periods Other Than a Single Trading Day. The Funds seek investment results on a
daily basis — from the close of regular trading on one trading day to the close on the next trading day — which should
not be equated with seeking an investment objective for any other period. For instance, if the Russell 1000® Index gains
10% for a week, the Direxion Daily Large Cap Bear 1X Shares should not be expected to provide a return of -10% for the
week even if it meets its daily investment objective throughout the week. This is true because of the financing charges
noted above but also because the pursuit of daily investment objectives may result in daily compounding, which means
that the return of an underlying index over a period of time greater than one day multiplied by a Fund’s daily inverse daily
investment objective (-100%) will not generally equal a Fund’s performance over that same period. In addition, the effects
of compounding become greater the longer Shares are held beyond a single trading day.

The following charts set out a range of hypothetical daily performances during a given 10 trading days of an underlying
index and demonstrate how changes in the underlying index impact the Funds’ performance for trading day and cumulatively
up to, and including, the entire 10 trading day period. The charts are based on a hypothetical $100 investment in the Funds
over a 10 trading day period and do not reflect expenses of any kind.

Table 4 – The Index Lacks a Clear Trend

Index Fund

Value
Daily

Performance
Cumulative

Performance NAV
Daily

Performance
Cumulative

Performance

100 $100.00
Day 1 105 5.00% 5.00% $ 95.00 -5.00% -5.00%
Day 2 110 4.76% 10.00% $ 90.47 -4.76% -9.53%
Day 3 100 -9.09% 0.00% $ 98.69 9.09% -1.31%
Day 4 90 -10.00% -10.00% $108.55 10.00% 8.55%
Day 5 85 -5.56% -15.00% $114.58 5.56% 14.58%
Day 6 100 17.65% 0.00% $ 94.35 -17.65% -5.65%
Day 7 95 -5.00% -5.00% $ 99.06 5.00% -0.94%
Day 8 100 5.26% 0.00% $ 93.84 -5.26% -6.16%
Day 9 105 5.00% 5.00% $ 89.14 -5.00% -10.86%
Day 10 100 -4.76% 0.00% $ 93.38 4.76% -6.62%

The cumulative performance of the underlying index in Table 4 is 0% for 10 trading days. The hypothetical return of a
Fund for the 10 trading day period is -6.62%. The volatility of the underlying index performance and lack of clear trend
results in performance for a Fund for the period which bears little relationship to the performance of the underlying index
for the 10 trading day period.
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Table 5 – The Index Rises in a Clear Trend

Index Fund

Value
Daily

Performance
Cumulative

Performance NAV
Daily

Performance
Cumulative

Performance

100 $100.00
Day 1 102 2.00% 2.00% $ 98.00 -2.00% -2.00%
Day 2 104 1.96% 4.00% $ 96.07 -1.96% -3.93%
Day 3 106 1.92% 6.00% $ 94.22 -1.92% -5.78%
Day 4 108 1.89% 8.00% $ 92.43 -1.89% -7.57%
Day 5 110 1.85% 10.00% $ 90.72 -1.85% -9.28%
Day 6 112 1.82% 12.00% $ 89.06 -1.82% -10.94%
Day 7 114 1.79% 14.00% $ 87.46 -1.79% -12.54%
Day 8 116 1.75% 16.00% $ 85.92 -1.75% -14.08%
Day 9 118 1.72% 18.00% $ 84.44 -1.72% -15.56%
Day 10 120 1.69% 20.00% $ 83.01 -1.69% -16.91%

The cumulative performance of the underlying index in Table 5 is 20% for 10 trading days. The hypothetical return of a
Fund for the 10 trading day period is -16.91%. In this case, because of the positive index trend, a Fund decline is less than
-100% of the underlying index gain for the 10 trading day period.

Table 6 – The Index Declines in a Clear Trend

Index Fund

Value
Daily

Performance
Cumulative

Performance NAV
Daily

Performance
Cumulative

Performance

100 $100.00
Day 1 98 -2.00% -2.00% $102.00 2.00% 2.00%
Day 2 96 -2.04% -4.00% $104.08 2.04% 4.08%
Day 3 94 -2.08% -6.00% $106.24 2.08% 6.24%
Day 4 92 -2.13% -8.00% $108.50 2.13% 8.50%
Day 5 90 -2.17% -10.00% $110.85 2.17% 10.85%
Day 6 88 -2.22% -12.00% $113.31 2.22% 13.31%
Day 7 86 -2.27% -14.00% $115.88 2.27% 15.88%
Day 8 84 -2.33% -16.00% $118.58 2.33% 18.58%
Day 9 82 -2.38% -18.00% $121.40 2.38% 21.40%
Day 10 80 -2.44% -20.00% $124.36 2.44% 24.36%

The cumulative performance of the underlying index in Table 6 is -20% for 10 trading days. The hypothetical return of a
Fund for the 10 trading day period is 24.36%. In this case, because of the negative index trend, a Fund gain is greater than
100% of the underlying index decline for the 10 trading day period.
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ADDITIONAL INFORMATION REGARDING PRINCIPAL RISKS

An investment in a Fund entails risks. A Fund could lose money, or its performance could trail that of other investment
alternatives. Rafferty cannot guarantee that a Fund will achieve its investment objective. In addition, a Fund presents some
risks not traditionally associated with most mutual funds and ETFs. It is important that investors closely review and understand
these risks before making an investment in a Fund. Turbulence in financial markets and reduced liquidity in equity, credit
and fixed income markets may negatively affect many issuers worldwide including the Funds. The table below provides
the risks of investing in the Funds. Following the table, each risk is explained.
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Aggressive Investment
Techniques Risk X X X X X X X X X X X X X X X X
Asset-Backed Securities Risk X
Authorized Participants Concentration Risk X X X X X
Banking Industry Risk X
Biotechnology Industry Risk X X
Cash Transaction Risk X X X X X X X X X X X X X X X X
China Investing Risk X X X
Consumer Discretionary Sector Risk X X X
Consumer Goods Sector Risk X
Counterparty Risk X X X X X X X X X X X X X X X X
Credit Risk X X X X X
Currency Exchange Rate Risk X X X X X
Cyber Security Company Risk X
Daily Inverse Index
Correlation/Tracking Risk X X X X X X X X X X X X X X X X
Debt Instrument Risk X X X X X
Derivatives Risk X X X X X X X X X X X X X X X X
Early Close/ Trading Halt Risk X X X X X X X X X X X X X X X X
Effects of Compounding
and Market Volatility Risk X X X X X X X X X X X X X X X X
Emerging Markets Risk X X X X
European Economic Risk X
Financials Sector Risk X X X X X
Foreign Securities Risk X X X X X
Geographic Concentration Risk X X
Healthcare Sector Risk X X X X X X
High Portfolio Turnover Risk X X X X X X X X X X
Industrials Sector Risk X X X
Information Technology Sector Risk X X X
Interest Rate Risk X X X X X
International Closed-Market Trading Risk X X X X X
Intra-Day Investment Risk X X X X X X X X X X X X X X X X
Investment Risk X X X X X X X X X X X X X X X X
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Liquidity Risk X X X X X X X X X X X X X X X X
Market Risk X X X X X X X X X X X X X X X X
Micro-Capitalization Company Risk X X X
Mid-Capitalization Company Risk X
Money Market Instrument Risk X X X X X X X X X X X X X X X X
Municipal Securities Risk X
Non-Diversification Risk X X X X X X X X X X X X X X X X
Pharmaceutical Industry Risk X
Prepayment Risk X X X
Producer Durables Sector Risk X X
Regulatory Risk X X X X X X X X X X X X X X X X
Shorting Risk X X X X X X X X X X X X X X X X
Small- and /or Mid-Capitalization
Company Risk X X X X X X X X
Small-Capitalization Company Risk X
Technology Sector Risk X X
U.S. Government Securities Risk X X X
Valuation Time Risk X X X X X
Special Risks of Exchange-Traded Funds X X X X X X X X X X X X X X X X
Special Risk Considerations Relating to RQFII
and QFII Investments Risk X X X
Special Risk Considerations
Related to Investing in Greek Securities X

Special Risk Considerations Relating to RQFII and QFII
Investments Risk
The China Funds’ ability to achieve their investment objective
is dependent on the ability of other ETFs and counterparties
to obtain their QFII or RQFII quota. The China Funds also
cannot predict what would occur if general QFII or RQFII
quotaswerereducedoreliminated.Eithercircumstancewould
likely have a material adverse impact on the China Funds
through its indirect investments and would likely adversely
affect the willingness and ability of potential swap
counterparties to engage in swaps with the China Funds
that are linked to the performance of A-shares. Additionally,
other ETFs may limit or suspend creation unit activity and
shares could trade at a significant premium or discount to
its NAV and therefore impact the China Funds’ ability to

obtain exposure to their underlying indices and the China
Funds' ability to achieve their investment objectives or obtain
a high correlation to their underlying indices.

Presently, there are a limited number of firms and potential
counterparties that have RQFII or QFII status or are willing
and able to enter into swap transactions linked to the
performance of A-shares. If the China Funds are unable to
obtain sufficient inverse exposure to their underlying indices
due to the limited availability of necessary investments or
financial instruments, the China Funds could, among other
things, as a defensive measure, limit or suspend creation
units until the Adviser determines that the requisite exposure
to their underlying indices is obtainable. During the period
that creation units are suspended, the China Funds could
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trade at a significant premium or discount to its NAV and
could experience substantial redemptions. Alternatively,
the China Funds could change their investment objectives,
by example, seeking inverse exposure to track an alternative
index focused on Chinese-related stocks other than A-shares
or other appropriate investments, or decide to liquidate
the China Funds.

Special Risk Considerations Related to Investing in
Greek Securities
The Direxion Daily Greece Bear 1X Shares (the “Greek Fund”)
invests in, and/or has exposure to, Greek securities and the
Greek economy. Greece’s economy is heavily dependent
ontheservices sectorandhasa largepublic sector.Keytrading
partners are member states of the European Union (the
“EU”), most notably Germany, Spain, Italy and the United
Kingdom.DecreasingdemandforGreekproductsandservices
or changes in governmental regulations on trade may have
a significantly adverse effect on Greece’s economy. Greece’s
ability to repay its sovereign debt is in question, and it is
possible that Greece may default on its sovereign debt, which
could limit its ability to borrow in the future. Greece has
been required to impose harsh austerity measures on its
population in order to receive financial aid from the
International Monetary Fund and EU member countries.
The success of political parties in Greece opposed to austerity
measures may increase the possibility that Greece would
rescind these austerity measures and consequently fail to
receive further financial aid from these institutions. The
persistenceof thesefactorsmayseriously reducetheeconomic
performanceofGreeceandpose serious risks for thecountry’s
economy in the future. There is the possibility that Greece
may exit the European Monetary Union, which would result
in immediatedevaluationof theGreekcurrencyandpotential
for default. If this were to occur, Greece would face significant
risks related to the process of full currency redenomination
as well as the resulting instability of the Euro zone in general,
which would materially affect the value of the securities
held by the Fund. Increased volatility in the Greek market
may result in the increased use of fair value pricing.

On June 29, 2015, the Greek government began imposing
certain capital controls and declared a bank holiday, which
resulted in the closing of Greek banks, credit institutions
and the Athens Exchange. On June 30, 2015, Greece failed
to make certain required payments to the International
Monetary Fund. On July 5, 2015, in a public referendum,
approximately 61% of Greek voters voted to reject certain
terms and conditions related to the EU’s refinancing of Greek
debt. On July 3, 2015, Eurozone leaders approved an
additional series of economic rescue programs in principle,
which were formally approved on August 14, 2015. This
economic program required significant additional financial
austerity measures from the Greek government.

It is unclear how the situation in Greece may continue to
unfold, but it is possible that there may be future economic
troubles in Greece. This may include future defaults by the
Greek government, the maintenance of existing, or the
implementation of additional, or extended, capital controls
(including the future closure of the Athens Exchange), and
an increased possibility that Greece may exit the European

MonetaryUnioninthefuture,whichcouldresult in immediate
devaluation of the Greek currency. Each of these scenarios
has potential implications for the markets and may materially
affect the value of the Greek Fund’s investments.

There is also a risk that, because of the inverse investment
objective of the Greek Fund, if the events noted above are
resolved without further detrimental effects on the Greek
economy, this may adversely affect the Fund's performance.
Any future closure of the Athens Exchange, and the related
suspension of clearance and settlement mechanisms of the
Athens Exchange, may prevent the Greek Fund from directly
buying, selling,or transferringsecurities tradedontheAthens
Exchange or obtaining exposure to these securities. During
any closure of the Athens Exchange, any direct holdings
of securities traded on the Athens Exchange would require
fair valuation for those securities. It is possible that during
this period the Greek Fund’s market price may significantly
deviate from its NAV. In addition, any closure of the Athens
Exchange, and the related unavailability of current market
quotations for almost all of the securities contained in the
underlying index, may cause the Greek Fund’s NAV to have
increased tracking error with respect to the Greek Fund’s
underlying index, and may also affect the calculation of
the Greek Fund’s indicative optimized portfolio value.

If the Greek Fund is unable to obtain sufficient inverse
exposuretotheunderlyingindexduetothelimitedavailability
of necessary investments or financial instruments, the Fund
could, among other things, as a defensive measure, limit
or suspend creation units until the Adviser determines that
the requisite exposure to the underlying index is obtainable.
During the period that creation units are suspended, the
Greek Fund could trade at a significant premium or discount
to its NAV and could experience substantial redemptions.
Alternatively, if this occurs, the Greek Fund could change
its investment objective, for example, by seeking inverse
exposure to track an alternative index focused on Greek
securities, or decide to liquidate the Greek Fund.

Adverse Market Conditions Risk
The performance of each Fund is designed to correlate to
the inverse of the performance of an underlying index. As
a consequence, a Fund’s performance will suffer during
conditions which are adverse to its investment objective.
For example, if the underlying index has risen on a given
day, a Fund’s performance should fall. Conversely, if an
underlying index has fallen on a given day, a Fund’s
performance should rise.

Adviser’s Investment Strategy Risk
The Adviser utilizes a quantitative methodology to select
investments for each Fund. Although this methodology is
designed to correlate each Fund's daily performance with
-100% of the daily performance of its underlying index,
there isnoassurance that suchmethodologywillbe successful
and will enable a Fund to achieve its investment objective.

Aggressive Investment Techniques Risk
Using investment techniques that may be considered
aggressive may entail significantly higher than normal risk.
Risks associated with the use of futures contracts, options
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and swap agreements include potentially dramatic price
changes (losses) in the value of the instruments and imperfect
correlations between the price of the contract and the
underlying security or index. These instruments may increase
the volatility of a Fund and may involve a small investment
of cash relative to the magnitude of the risk assumed.

Asset-Backed Securities Risk
Payment of interest and repayment of principal may be
impacted by the cash flows generated by the assets backing
these securities. The value of a Fund’s asset-backed securities
also may be affected by changes in interest rates, the
availability of information concerning the interests in, and
structure of, the pools of purchase contracts, financing leases
or sales agreements that are represented by these securities,
the creditworthiness of the servicing agent for the pool,
the originator of the loans or receivables, or the entities
that provide any supporting letters of credit, surety bonds,
or other credit enhancements.

Authorized Participants Concentration Risk
A Fund may have a limited number of financial institutions
that may act as Authorized Participants. Only Authorized
Participants who have entered into agreements with a Fund’s
distributormayengageincreationorredemptiontransactions
directly with the Fund. To the extent that those Authorized
Participants exit the business or are unable to process creation
and/or redemption orders, Shares may trade like closed-end
fund shares at a discount to NAV and possibly face delisting
from the Exchange.

Banking Industry Risk
Investments in securities issued by, and/or having exposure
to, companies engaged in the banking industry can be
significantly affected by extensive governmental regulation,
which may limit both the amounts and types of loans and
other financial commitments they can make, and the interest
rates and fees they can charge and amount of capital they
must maintain. Profitability is largely dependent on the
availability and cost of capital funds, and can fluctuate
significantlywheninterest rateschange.Credit losses resulting
from financial difficulties of borrowers can negatively impact
the sector. Banks may also be subject to severe price
competition. The regional banking industry is highly
competitive and thus, failure to maintain or increase market
share may result in lost market share.

Biotechnology Industry Risk
Companies in the biotechnology industry invest heavily in
research and development which may not lead to
commercially successful products. The biotech industry is
also subject to increased governmental regulation which
may delay or inhibit the release of new products. Many
biotech companies are dependent upon their ability to use
and enforce intellectual property rights and patents. Any
impairment or expiration of such rights may have adverse
financial consequences for these companies. Biotech stocks,
especially those of smaller, less-seasoned companies, tend
to be more volatile than the overall market. Biotech
companies can be significantly affected by technological
change and obsolescence, product liability lawsuits and
consequential high insurance costs.

Cash Transaction Risk
Unlike most ETFs, each Fund currently intends to effect
creation and redemptions principally for cash, rather than
principally for in-kind securities, because of the nature of
the financial instruments held by each Fund. As such,
investment inaFundmaybe less taxefficient than investment
in a conventional ETF. ETFs generally are able to make in-kind
redemptions and avoid being taxed on gains on the
distributed portfolio securities at the fund level. Because
each Fund currently intends to effect redemptions principally
for cash, a Fund may be required to sell portfolio securities
in order to obtain the cash needed to distribute redemption
proceeds. A Fund may recognize a capital gain on these
sales that might not have been incurred if such Fund had
made a redemption in-kind and this may decrease the tax
efficiency of the Fund compared to ETFs that utilize an in-kind
redemption process.

China Investing Risk
Exposure to investments in China and A-shares involve certain
risksandother special considerations, includingthefollowing:
• Political and Economic Risk. The economy of China, which

has been in a state of transition from a planned economy
toamoremarketorientedeconomy,differs fromeconomies
of most developed countries in many respects, including
the level of government involvement, its state of
development, its growth rate, control of foreign exchange,
and allocation of resources. Although the majority of
productive assets in China are still owned by the People’s
Republic of China (“China” or the “PRC”) government
at various levels, in recent years, the PRC government has
implemented economic reform measures emphasizing
utilization of market forces in the development of the
economy of China and a high level of management
autonomy. The economy of China has experienced
significant growth in the past 30 years, but growth has
been uneven both geographically and among various
sectors of the economy. Economic growth has also been
accompanied by periods of high inflation. The PRC
government has implemented various measures from time
totimetocontrol inflationandrestraintherateofeconomic
growth.
The PRC government has carried out economic reforms
to achieve decentralization and utilization of market forces
to develop the economy of the PRC over the last 30 years.
There can be no assurance that the PRC government will
continue to pursue such economic policies or, if it does,
that those policies will continue to be successful. Any
adjustment or modification of those economic policies
may have an adverse impact on the China securities market.
Further, the PRC government may from time to time adopt
corrective measures to control the growth of the PRC
economy which may also have an adverse impact on the
capital growth and performance of the Chinese securities.
Political changes, social instability and adverse diplomatic
developments in the PRC could result in the imposition
of additional government restrictions including
expropriationofassets, confiscatorytaxesornationalization
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of some of all of the property held by the issuers of A-shares
securities.
The laws, regulations, including the investment regulations
allowing Renminbi Qualified Foreign Institutional Investors
(“RQFII”) (and Qualified Foreign Institutional Investors
(“QFII”)) to invest in A-shares, government policies and
political and economic climate in China may change with
littleornoadvancenotice.Anysuchchangecouldadversely
affect market conditions and the performance of the
Chinese economy and, thus, the value of the exposure
to A-shares in a Fund’s portfolio.
Since 1949, the PRC has been a socialist state controlled
by the Communist party. China has only recently opened
up to foreign investment and has only begun to permit
private economic activity. There is no guarantee that the
Chinese government will not revert from its current
open-market economy to the economic policy of central
planning that it implemented prior to 1978.
The PRC government continues to be an active participant
in many economic sectors through ownership positions
and regulation. The allocation of resources in China is
subject to a high level of government control. The PRC
government strictly regulates the payment of foreign
currencydenominatedobligationsandsetsmonetarypolicy.
Through its policies, the PRC government may provide
preferential treatmenttoparticular industriesorcompanies.
The policies set by the government could have a substantial
effect on the Chinese economy.
The Chinese economy is export-driven and highly reliant
on trade, and much of China’s growth in recent years has
been the result of focused investments in economic sectors
intendedtoproducegoodsandservices forexportpurposes.
The performance of the Chinese economy may differ
favorably or unfavorably from the U.S. economy in such
respects as growth of gross domestic product, rate of
inflation, currency depreciation, capital reinvestment,
resource self-sufficiency and balance of payments position.
Adverse changes to the economic conditions of its primary
trading partners, such as the United States, Japan and
South Korea, would adversely impact the Chinese economy
and the Fund’s investments. International trade tensions
involving China and its trading counterparties may arise
from time to time which can result in trade tariffs,
embargoes, trade limitations, tradewarsandothernegative
consequences. Such actions and consequences may
ultimately result in a significant reduction in international
trade, an oversupply of certain manufactured goods,
devaluations of existing inventories and potentially the
failure of individual companies and/or large segments
of China’s export industry with a potentially severe impact
to the Fund.
China has been transitioning to a market economy since
the late seventies, reaffirming its economic policy reforms
through five-year programs, the latest of which (for 2011
through 2015) was approved in March 2011. Under the
economic reforms implemented by the PRC government,
theChineseeconomyhasexperiencedtremendousgrowth,
developing into one of the largest economies in the world.
There is no assurance, however, that such growth will be
sustained in the future.

Moreover, the current slowdown or any future recessions
in other significant economies of the world, such as the
United States, the European Union and certain Asian
countries, may adversely affect economic growth in China.
An economic downturn in China would likely adversely
impact the value of A-shares.

• Inflation. Economic growth in China has also historically
been accompanied by periods of high inflation. Beginning
in 2004, the PRC government commenced the
implementation of various measures to control inflation,
which included the tightening of the money supply, the
raising of interest rates and more stringent control over
certain industries. If these measures are not successful,
and if inflation were to steadily increase, the performance
of the Chinese economy and A-share securities could be
negatively impacted.

• Tax Changes. The Chinese taxation system is not as well
settled as that of the United States. Changes in the Chinese
tax system could have retroactive effects that may impact
the Chinese securities market.

• Nationalization and Expropriation. After the formation
of the Chinese socialist state in 1949, the PRC government
renouncedvariousdebtobligationsandnationalizedprivate
assets without providing any form of compensation. There
can be no assurance that the PRC government will not
take similar actions in the future. Accordingly, investments
in A-share securities or other Chinese investments involve
a risk of total loss.

• Chinese Securities Markets. The securities markets in China
have a limited operating history and are not as developed
as those in the United States. These markets tend to be
smaller in size, have less liquidity and historically have
had greater volatility than markets in the United States
and some other countries. In addition, there is less
regulation and monitoring of Chinese securities markets
andtheactivitiesof investors,brokersandotherparticipants
than in the United States. Accordingly, issuers of securities
in China are not subject to the same degree of regulation
asare theUnitedStates issuerswith respects to suchmatters
as insider tradingrules, tenderoffer regulation, stockholder
proxyrequirementsandtherequirementsmandatingtimely
disclosure of information. Stock markets in China are in
the process of change and further development. This may
leadtotradingvolatility,unpredictabletradingsuspensions,
difficulty in the settlement and recording of transactions
and difficulty in interpreting and applying the relevant
regulations.

• Available Disclosure about Chinese Companies. Disclosure
and regulatory standards in emerging countries, such as
China, are in many respects less stringent then U.S.
standards. There is substantially less publicly available
information about Chinese issuers than there is about
U.S. issuers. Therefore, disclosure of certain material
information may not be made, and less information may
be available to investors than would be the case if the
investments were made in the U.S. issuers. Chinese issuers
are subject to accounting, auditing and financial standards
and requirements that differ, in some cases significantly,
from those applicable to U.S. issuers. In particular, the
assets and profits appearing on the financial statements
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of a Chinese issuer may not reflect its financial position
or results of operations in the way they would be reflected
had such financial statements been prepared in accordance
with U.S. Generally Accepted Accounting Principles.

• Chinese Corporate and Securities Law. The regulations
on investments and repatriation of capital by QFIIs and
RQFIIs are relatively new. As a result, the application and
interpretationof such investment regulationsare therefore
relatively untested. In addition, PRC authorities have broad
discretion in this regard. China operates under a civil law
system, in which court precedent is not binding. Because
there is no binding precedent to interpret existing statues,
there is uncertainty regarding the implementation of
existing law.
Legalprinciples relatingtocorporateaffairsandthevalidity
of corporate procedures, directors’ fiduciary duties and
liabilities and stockholders’ rights often differ from those
that may apply in the United States and other countries.
Chinese laws providing protection to investors, such as
laws regarding the fiduciary duties of officers and directors,
are undeveloped and will not provide investors with
protection would be provided by comparable law in the
UnitedStates.China lacksanational setof laws thataddress
all issues that may arise with regard to a foreign investor.
It may therefore be more difficult for an investor to enforce
their rights under Chinese corporate and securities laws,
and it may be difficult or impossible to obtain a judgment
in court. Moreover, as Chinese corporate and securities
laws continue to develop, these developments may
adversely affect foreign investors.

• Investment and Repatriation Restrictions. Investments in
A-shares and other Chinese financial instruments are
regulated by the CSRC, including warrants and open- and
closed-end investment companies, are subject to
governmental pre-approval limitations on the quantity
that a foreign investor may purchase and limits the classes
of securities in which a foreign investor may invest. The
PRC government limits foreign investment in securities
of certain Chinese issuers entirely if foreign investment
is banned in respect of the industry in which the relevant
Chinese issuers are conducting their business. Currently
licensed RQFII entities are allowed to repatriate RMB daily
and are not subject to RMB repatriation restrictions or
prior approval. However, there is no assurance that PRC
rules and regulations will not change or that repatriation
restrictions will not be imposed in the future.

Consumer Discretionary Sector Risk
Because companies in the consumer discretionary sector
manufacture products and provide discretionary services
directly to the consumer, the success of these companies
is tied closely to the performance of the overall domestic
and international economy, interest rates, competition and
consumer confidence. Success depends heavily on disposable
household income and consumer spending. Changes in
demographicsandconsumertastesalsocanaffect thedemand
for, and success of, consumer discretionary products in the
marketplace.

Consumer Goods Sector Risk
Investment in, and/or exposure to, the securities of companies
in the consumer goods sector includes the risk that since
these companies manufacture products, their success is tied
closely to the performance of the overall domestic and
international economy, interest rates, competition and
consumer confidence. Additionally, government regulation,
including new laws, affecting the permissibility of using
various production methods or other types of inputs such
asmaterials,mayadversely impactcompanies in theconsumer
goods sector. Changes or trends in commodity prices, which
may be influenced or characterized by unpredictable factors
may adversely impact companies in the consumer goods
sector.

Counterparty Risk
A Fund may invest in Financial Instruments involving
counterparties for the purpose of attempting to gain inverse
exposure to a particular group of securities or an asset class
without actually purchasing those securities or investments.
The use of Financial Instruments, such as swap agreements,
involves risks that are different from those associated with
ordinary portfolio securities transactions. For example, a
Fund is exposed to the risk that the counterparty may be
unwilling or unable to make timely payments to meet its
contractual obligations or may fail to return holdings that
are subject to the agreement with the counterparty. If the
counterparty becomes bankrupt or defaults on its payment
obligations to a Fund, it may not receive the full amount
it is entitled to receive. In addition, a Fund may enter into
swap agreements with a limited number of counterparties,
which may increase a Fund’s exposure to counterparty credit
risk. A Fund does not specifically limit its counterparty risk
with respect to any single counterparty. Further, there is
a risk that no suitable counterparties are willing to enter
into, or continue to enter into, transactions with a Fund
and, as a result, a Fund may not be able to achieve its
investment objectives. A Fund will not enter into any
agreement involving a counterparty unless the Adviser
believes thattheotherpartytothetransaction is creditworthy.

Credit Risk
A Fund could lose money if the issuer or guarantor of a
debt security goes bankrupt or is unable or unwilling to
make interest payments and/or repay principal. Changes
inanissuer’s financial strengthor inanissuer’sordebtsecurity’s
credit rating also may affect a security’s value and thus have
an impact on Fund performance. The degree of credit risk
for a particular security may be reflected in its credit rating.
Lower rated debt securities involve greater credit risk,
including the possibility of default or bankruptcy.

Currency Exchange Rate Risk
Changes in foreign currency exchange rates will affect the
value of what a Fund owns and the Fund’s share price.
Generally, when the U.S. Dollar rises in value against a foreign
currency, an investment in that country loses value because
that currency is worth fewer U.S. Dollars. Devaluation of
a currency by a country’s government or banking authority
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also will have a significant impact on the value of any
investments denominated in that currency. Currency markets
generally are not as regulated as securities markets.

Cyber Security Company Risk
Companies in the cyber security field, including companies
in the Infrastructure and Service Provider Sectors, may face
intense competition, both domestically and internationally,
which may have an adverse effect on a company’s profit
margins. Cyber security companies may have limited product
lines, markets, financial resources or personnel. The products
of cyber security companies may face obsolescence due to
rapid technological developments and frequent new product
introduction, and such companies may face unpredictable
changes in growth rates, competition for the services of
qualifiedpersonnelandcompetitionfromforeigncompetitors
with lower production costs. Companies in the cyber security
field are heavily dependent on patent and intellectual
property rights. The loss or impairment of these rights may
adversely affect the profitability of these companies.
Additionally, companies in the cyber security industry may
be the target of cyber security attacks, which, if successful,
could significantly or permanently damage a company’s
reputation, financial condition and its ability to conduct
business in the future.

Daily Inverse Index Correlation Risk
For each Fund, shareholders should lose money when its
underlying index rises, which is a result that is the opposite
from traditional index tracking funds. There is no guarantee
that a Fund will achieve a high degree of inverse correlation
to its underlying index and therefore achieve its daily inverse
investment objective. To achieve a high degree of inverse
correlation with the underlying index, a Fund seeks to
rebalance its portfolio daily to be consistent with its daily
inverse investment objective. A Fund may have difficulty
achieving its daily inverse investment objective due to fees,
expenses, transactions costs, financing costs related to the
use of derivatives, income items, valuation methodology,
accounting standards and disruptions or illiquidity in the
markets for thesecuritiesorderivativesheldbyaFund.Market
disruptions, regulatory restrictions or extreme volatility will
also adversely affect a Fund’s ability to adjust exposure to
therequired levels.AFundmaynothave investmentexposure
to all securities in its underlying index, or its weighting of
investment exposure to such stocks or industries may be
different from that of the underlying index. In addition,
a Fund may invest in securities or financial instruments not
included in the underlying index. A Fund may be subject
to large movements of assets into and out of the Fund,
potentially resulting intheFundbeingover-orunder-exposed
to its underlying index. In addition, the target amount of
portfolio exposure to the underlying index is impacted
dynamically by the underlying index’s movement. Because
of this, it is unlikely that a Fund will be perfectly exposed
to its underlying index at the end of each day. The possibility
of a Fund being materially over- or under-exposed to its
underlying index increases on days when the underlying
index is volatile near the close of the trading day. Activities
surrounding periodic index reconstitutions and other index
rebalancing or reconstitution events may hinder a Fund’s
ability to meet its daily inverse investment objective.

Debt Instrument Risk
The value of debt instruments may increase or decrease as
a result of the following: market fluctuations, changes in
interest rates, actual or perceived inability of issuers,
guarantors, or liquidity providers to make schedule principal
or interest payments or illiquidity in debt securities markets;
theriskof lowratesof returnduetoreinvestmentof securities
duringperiodsof falling interest ratesor repaymentby issuers
with higher coupon or interest rates; and/or the risk of low
incomeduetofalling interest rates.Totheextent that interest
rates rise, certain underlying obligations may be paid off
substantially slower than originally anticipated and the value
of those securities may fall. Changes in interest rates will
likely have a greater impact on the value of debt instruments
that have a longer duration. Returns on investments in debt
instruments would trail the returns on other investment
options, including investments in equity securities.

Derivatives Risk
A Fund uses investment techniques, including investments
in derivatives, such as swaps, futures and forward contracts,
and options that may be considered aggressive. The use
of derivatives may result in larger losses or smaller gains
than than shorting the underlying securities. Investments
in these derivatives may generally be subject to market risks
that cause their prices to fluctuate more than an investment
directly in a security and may increase the volatility of a
Fund. The use of derivatives may expose a Fund to additional
risks such as counterparty risk, liquidity risk and increased
daily correlation risk. When a Fund uses derivatives, there
may be imperfect correlation between the value of the
underlying reference assets and the derivative, which may
prevent a Fund from achieving its investment objective.

A Fund may use a combination of swaps on the underlying
index and swaps on an ETF whose investment objective is
to track the performance of the same or a substantially similar
underlying index. The performance of this underlying ETF
may not track the performance of the underlying index due
to fees and other costs borne by the ETF and other factors.
Thus, to the extent that a Fund invests in swaps that use
an ETF as an underlying reference asset, a Fund may be
subject to greater correlation risk and may not achieve as
high a degree of inverse correlation with the underlying
index as it would if the Fund used swaps that utilized the
underlying index securities as a reference or as an underlying
asset. Additionally, with respect to the use of swap
agreements, if the underlying index has a dramatic intraday
move in value that causes a material decline in a Fund’s
NAV, the terms of the swap agreement between a Fund
and its counterparty may allow the counterparty to
immediately close out of the transaction with a Fund. In
such circumstances, a Fund may be unable to enter into
another swap agreement or invest in other derivatives to
achieve the desired exposure consistent with a Fund’s daily
inverse investment objective. This may prevent a Fund from
achieving its daily inverse investment objective particularly
if the underlying index reverses all or a portion of its intraday
move by the end of the day. Any financing, borrowing or
other costs associated with using derivatives may also have
the effect of lowering a Fund’s return. In addition, a Fund’s
investments in derivatives are subject to the following risks:
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• Swap Agreements. Swap agreements are entered into
primarily with major global financial institutions for a
specified period which may range from one day to more
than one year. In a standard swap transaction, two parties
agree to exchange the return (or differentials in rates of
return) earned or realized on particular predetermined
reference or underlying securities or instruments. The gross
return to be exchanged or swapped between the parties
is calculated based on a notional amount or the return
onorchange invalueofaparticulardollaramount invested
in a basket of securities representing a particular index.
Total return swaps are subject to counterparty risk, which
relates to credit risk of the counterparty and liquidity risk
of the swaps themselves.

• FuturesContracts.Afuturescontact isacontract topurchase
or sell a particular security, or the cash value of an index,
at a specified future date at a price agreed upon when
the contract is made. Under such contracts, no delivery
of the actual securities is required. Rather, upon the
expiration of the contract, settlement is made by
exchanging cash in an amount equal to the difference
betweenthecontractpriceandtheclosingpriceofasecurity
or index at expiration, net of the variation margin that
was previously paid.

• Forward Contracts. Forward contracts are two-party
contracts pursuant to which one party agrees to pay the
counterparty a fixed price for an agreed upon amount
of commodities, securities, or the cash value of the
commodities, securities or the securities index, at an agreed
upon date. A forward currency contract is an obligation
to buy or sell a specific currency at a future date, which
may be any fixed number of days from the date of the
contract agreed upon by the parties, at a price set at the
time of the contract.

• Options. An option is a contract that gives the purchaser
(holder) of the option, in return for a premium, the right
to buy from (call) or sell to (put) the seller (writer) of the
option the security or currency underlying the option at
a specified exercise price at any time during the term of
the option (normally not exceeding nine months). The
writer of an option has the obligation upon exercise of
the option to deliver the underlying security or currency
upon payment of the exercise price or to pay the exercise
price upon delivery of the underlying security or currency.

• Options on Futures Contracts. An option on a futures
contract provides the holder with the right to enter into
a “long” position in the underlying futures contract, in
the case of a call option, or a “short” position in the
underlying futures contract in the case of a put option,
at a fixed exercise price to a stated expiration date. Upon
exercise of the option by the holder, the contract market
clearing house establishes a corresponding short position
for the writer of the option, in the case of a call option,
or a corresponding long position, in the case of a put
option.

Early Close/Trading Halt Risk
An exchange or market may close or issue trading halts on
specific securities, or the ability to buy or sell certain securities
or financial instruments may be restricted, which may result

in a Fund being unable to buy or sell certain securities or
financial instruments. In such circumstances, a Fund may
be unable to rebalance its portfolio, may be unable to
accurately price its investments and/or may incur substantial
trading losses.

Effects of Compounding and Market Volatility Risk
There can be no guarantee that a Fund will achieve a high
degree of correlation with its daily investment objective
relative to its underlying index. A failure to achieve a high
degree of correlation may prevent a Fund from achieving
its daily investment objective. A number of factors may
adversely affect a Fund’s correlation with its underlying index,
including fees, expenses, transaction costs, costs associated
with the Funds' use of investment techniques, income items
and accounting standards. A Fund may not have investment
exposure to all securities in its underlying index, or its
weighting of investment exposure to such stocks or industries
maybedifferent fromthatof itsunderlying index. Inaddition,
a Fund may invest in securities or financial instruments not
included in its underlying index. A Fund may be subject to
large movements of assets into and out of the Fund,
potentially resulting intheFundbeingover-orunder-exposed
to its underlying index. Activities surrounding periodic index
reconstitutions and other index rebalancing or reconstitution
events may hinder each Fund’s ability to meet its daily
investment objectives. Each Fund seeks to rebalance its
portfolio daily to keep exposure consistent with each Fund’s
daily investment objective.

A Fund does not attempt to, and should not be expected
to, provide returns, before fees and expenses, which are
100% of the return of its underlying index for periods other
than one single day. A Fund rebalances its portfolio on a
daily basis, increasing exposure in response to its underlying
index’s daily losses or reducing exposure in response to its
underlying index’s daily gains. This means that for a period
longer than one single day, the pursuit of a daily investment
objective may result in daily compounding for the Funds.
It also means that the return of an underlying index over
a period of time greater than one single day multiplied by
each Fund’s daily investment objective (e.g., 100%) generally
will not equal a Fund’s performance over that same period.

As a result, over time, the cumulative percentage increase
or decrease in the value of a Fund’s portfolio may diverge
significantly from the cumulative percentage increase or
decrease in 100% of the return of a Fund's underlying index
due to the compounding effect of losses and gains on the
returns of a Fund. It also is expected that a Fund will
underperform the return of -100% of its underlying index
in a trendless or flat market.The effect of compounding
becomes more pronounced on a Fund’s performance as its
underlying index experiences volatility. An index’s volatility
rate is a statistical measure of the magnitude of fluctuations
in the returns of the index.

The chart below provides examples of how index volatility
could affect a Fund’s performance. Fund performance for
periods greater than one single day can be estimated given
any set of assumptions for the following factors: a) index
volatility;b) indexperformance; c)periodof time;d) financing
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rates associated with inverse leveraged exposure; e) other
Fund expenses; and f) dividends or interest paid with respect
tosecurities inanunderlying index.Thechartbelowillustrates
the impact of two principal factors – index volatility and
index performance – on Fund performance. The chart shows
estimated Fund returns for a number of combinations of
indexvolatilityandindexperformanceoveraone-yearperiod.
Performance shown in the chart assumes that: (i) no dividends
were paid with respect to the securities included in an
underlying index; (ii) there were no Fund expenses; and
(iii) borrowing/lending rates (to obtain inverse exposure)
of 0%. If Fund expenses and/or actual borrowing/lending
rateswerereflected, theestimatedreturnswouldbedifferent
than those shown.

As shown below, a Fund would be expected to lose 6.04%
if its underlying index provided no return over a one year
period during which the index experienced annualized
volatilityof25%. If theunderlying index’sannualizedvolatility
were to rise to 75%, the hypothetical loss for a one year
period widens to approximately 42.9%.

At higher ranges of volatility, there is a chance of a significant
loss of value even if the underlying index is flat. For instance,
if the index’s annualized volatility is 100%, the Fund would
be expected to lose approximately 63.23% of its value, even
if the cumulative index return for the year was 0%. The
volatility of ETFs or instruments that reflect the value of
the underlying index such as swaps, may differ from the
volatility of a Fund’s underlying index.

One Year
Index

-100%
One
Year
Index Volatility Rate

Return Return 10% 25% 50% 75% 100%
-60% 60% 148.55% 134.42% 95.28% 43.98% -5.83%
-50% 50% 99.13% 87.77% 56.26% 15.23% -24.77%
-40% 40% 66.08% 56.57% 30.21% -4.08% -37.57%
-30% 30% 42.43% 34.25% 11.56% -17.98% -46.76%
-20% 20% 24.67% 17.47% -2.47% -28.38% -53.72%
-10% 10% 10.83% 4.44% -13.28% -36.52% -58.79%
0% 0% -0.25% -6.04% -22.08% -42.90% -63.23%
10% -10% -9.32% -14.64% -29.23% -48.27% -66.67%
20% -20% -16.89% -21.75% -35.24% -52.72% -69.67%
30% -30% -23.29% -27.84% -40.25% -56.41% -71.94%
40% -40% -28.78% -33.01% -44.63% -59.81% -74.32%
50% -50% -33.55% -37.52% -48.57% -62.60% -76.19%
60% -60% -37.72% -41.51% -51.96% -65.19% -78.12%

Holding an unmanaged position opens the investor to the
risk of market volatility adversely affecting the performance
of the investment. A Fund is not appropriate for investors
who do not intend to actively monitor and manage their
portfolios. These tables are intended to underscore the fact
that a Fund is designed as a short-term trading vehicle for
investors who intend to actively monitor and manage their
portfolios.

For additional information and examples demonstrating
the effects of volatility and index performance on the
long-term performance of the Funds, see the “Additional
Information Regarding Investment Techniques and Policies”
section, and “Special Note Regarding the Correlation Risks
of the Funds” in the Funds’ Statement of Additional
Information.

Emerging Markets Risk
Investments in, and/or exposure to, emerging markets
instruments involve greater risks than investing in foreign
instruments in general. Risks of investing in emerging market
countries include political or social upheaval, nationalization
of businesses, restrictions on foreign ownership and
prohibitions on the repatriation of assets. There may also
be risks from an economy’s dependence on revenues from
particular commodities or industries. In addition, currency
transfer restrictions, limited potential buyers for such
instruments, delays and disruption in settlement procedures
and illiquidity or low volumes of transactions may make
exits difficult or impossible at times. Additionally, emerging
market countries may include economies that concentrate
in only a few industries, security issues that are held by only
a few investors, limited trading capacity in local exchanges
and the possibility that markets or issuances or securities
offerings may be manipulated by foreign nationals who
have inside information.

European Economic Risk
The Economic and Monetary Union of the European Union
(“EU”) requires member countries to comply with restrictions
on inflation rates, deficits, interest rates, debt levels and
fiscal and monetary controls, each of which may significantly
affect every country in Europe. Decreasing imports or exports,
changes in governmental or EU regulations on trade, changes
in the exchange rate of the euro, the default or threat of
default by an EU member country on its sovereign debt,
and/or an economic recession in an EU member country
may have a significant adverse effect on the economies of
EU member countries and their trading partners, including
some or all of the European countries in which a Fund invests.
The European financial markets have recently experienced
volatility and have been adversely affected by concerns about
economic downturns, credit rating downgrades, rising
government debt levels and possible default on or
restructuring of government debt in several European
countries, including Greece, Ireland, Italy, Portugal and Spain.
A default or debt restructuring by any European country
would adversely impact holders of that country’s debt and
economy. These concerns have adversely affected the value
and exchange rate of the euro and may continue to
significantly affect the economies of every country in Europe,
including EU member countries that do not use the euro
and non-EU member countries.

Financials Sector Risk
Companies in the financials sector are often subject to
extensive government regulation and intervention, which
may adversely impact their activities, prices they may charge
and the amount of capital they must maintain. Government
regulation may change frequently and may have significant
adverse or unintended consequences on companies in the
financials sector. The impact of such regulation on any
individual financial company or the sector as a whole cannot
be predicted. Companies in the financials sector may also
be adversely impacted by increases in interest rates and loan
losses, decreases in the availability of money or asset
valuations, credit rating downgrades and adverse conditions
in other relation markets. Profitability is largely dependent
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on the availability and cost of capital, and can fluctuate
significantlywheninterest rateschange.Credit losses resulting
from financial difficulties of borrowers also can negatively
impact the sector.

Foreign Securities Risk
Foreign instruments may involve greater risks than domestic
instruments. As a result, a Fund’s returns and NAVs may be
affected to a large degree by fluctuations in currency
exchangerates, interest rates,political,diplomaticoreconomic
conditions and regulatory requirements in other countries.
The laws and accounting, auditing, and financial reporting
standards in foreign countries typically are not as strict as
they are in the U.S., and there may be less public information
available about foreign companies.

Foreign securities may involve additional risk, including,
greater market volatility, the availability of less reliable
financial information, higher transactional and custody costs,
taxation by foreign governments, decreased market liquidity
and political instability. Certain foreign markets may rely
heavily on particular industries or foreign capital and are
more vulnerable to diplomatic developments, the imposition
ofeconomicsanctionsagainstaparticularcountryorcountries,
organizations, entities and/or individuals, changes in
international trade patterns, trade barriers, and other
protectionists or retaliatory measures.

Geographic Concentration Risk
Investments in a particular country or geographic region
may be particularly susceptible to political, diplomatic or
economicconditionsandregulatory requirements.Asaresult,
a Fund may be more volatile than a more geographically
diversified fund.

Healthcare Sector Risk
The profitability of companies in the healthcare sector may
be affected by extensive government regulation, restrictions
on government reimbursement for medical expenses, rising
costs of medical products and services, pricing pressure, an
increased emphasis on outpatient services, limited number
of products, industry innovation, changes in technologies
andothermarketdevelopments.Manyhealthcarecompanies
are heavily dependent on patent protection. The expiration
of patents may adversely affect the profitability of these
companies. Many healthcare companies are subject to
extensive litigation based on product liability and similar
claims. Healthcare companies are subject to competitive
forces that may make it difficult to raise prices and, in fact,
may result in price discounting. Many new products in the
healthcare sector may be subject to regulatory approvals.
The process of obtaining such approvals may be long and
costly.

High Portfolio Turnover Risk
Engaging in active and frequent trading leads to increased
portfolio turnover,higher transactioncosts,andthepossibility
of increased short-term capital gains (which will be taxable
toshareholdersasordinary incomewhendistributedtothem)
and/or long-term capital gains.

Industrials Sector Risk
Stock prices of issuers in the industrials sector are affected
by supply and demand both for their specific product or

service and for industrials sector products in general.
Government regulation, world events and economic
conditions will also affect the performance of investment
in such issuers. Aerospace and defense companies, a
component of the industrials sector, can be significantly
affectedbygovernmentsspendingpoliciesbecausecompanies
involved in this industry rely to a significant extent on U.S.
andothergovernmentdemandfortheirproductsandservices.
Thus, the financial condition of, and investor interest in,
aerospace and defense companies are heavily influenced
by government defense spending policies which are typically
under pressure from efforts to the control government
spending budgets. Transportation companies, another
component of the industrials sector, are subject to cyclical
performance and therefore investment in such companies
may experience occasional sharp price movements which
may result from changes in the economy, fuel prices, labor
agreements and insurance costs.

Information Technology Sector Risk
Themarketpricesof informationtechnology-relatedsecurities
tend to exhibit a greater degree of market risk and sharp
price fluctuations than other types of securities. These
securities may fall in and out of favor with investors rapidly,
which may cause sudden selling and dramatically lower
market prices. Information technology securities also may
be affected adversely by changes in technology, consumer
and business purchasing patterns, government regulation
and/or obsolete products or services. In addition, a rising
interest rate environment tends to negatively affect
information technology companies. The information
technology companies that have high market valuations
may appear less attractive to investors, which may cause
sharp decreases in their market prices. Further, those
information technology companies seeking to finance
expansion would have increased borrowing costs, which
may negatively impact earnings.

Interest Rate Risk
Debt securities, and securities that provide exposure to debt
securities, have varying levels of sensitivity to changes in
interest rates. The U.S. is currently in a period of historically
low interest rates and it is unclear how much longer interest
rates will remain at their current levels. Due to recent events
in the fixed-income markets, including the potential impact
of the Federal Reserve Board tapering its quantitative easing
program, a Fund may be subject to heightened interest rate
risk as a result of a rise in interest rates. In addition, a Fund
is subject to the risk that interest rates may exhibit increased
volatility, which could cause the Fund’s NAV to fluctuate
more. A decrease in fixed-income market maker capacity
may act to decrease liquidity in the fixed-income markets
and act to further increase volatility, affecting a Fund’s return.
Changes or volatility in interest rates may adversely affect
the performance of a Fund. In general, the price of a debt
security may fall when interest rates rise and may rise when
interest rates fall. Securities with longer maturities can be
more sensitive to interest rate changes. In other words, the
longer the maturity of a security, the greater the impact
a change in interest rates could have on the security’s price.
In addition, short-term and long-term interest rates do not
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necessarily move in the same amount or the same direction.
Short-term securities tend to react to changes in short-term
interest rates, and long-term securities tend to react to
changes in long-term interest rates. The impact of an interest
rate change may be significant for other asset classes as
well, whether because of the impact of interest rates on
economic activity or because of changes in the relative
attractiveness of asset classes due to changes in interest
rates.For instance,higher interest ratesmaymakeinvestments
in debt securities more attractive, thus reducing investments
in equities.

International Closed-Market Trading Risk
Because a Fund’s investments may be traded in markets that
are closed when the exchange is open, there are likely to
be deviations between the current value of an underlying
investment and last sale pricing (i.e., the last quote from
its closed foreign market), resulting in premiums or discounts
to NAV that may be greater than those experienced by other
ETFs.

Intra-Day Investment Risk
The Funds seek daily investment results, which should not
be equated with seeking an investment objective for shorter
than a day. Thus, an investor who purchases Fund shares
after the close of the markets on one trading day and before
the close of the markets on the next trading day will likely
have more, or less, than 100% investment exposure to the
underlying index, depending upon the movement of the
underlying index from the end of one trading day until the
time of purchase. If the underlying index moves in a direction
favorable to a Fund, the investor will receive exposure to
the underlying index less than 100% exposure to the
underlying index. Conversely, if the underlying index moves
in a direction adverse to a Fund, the investor will receive
exposuretotheunderlying indexgreater than100%exposure
to the underlying index. Investors may consult the Funds’
website at any point during the day to determine how the
current value of a Fund’s underlying index relates to the
value of the underlying index at the end of the previous
day.

Investment Risk
An investment in a Fund is not a deposit in a bank and is
not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other government agency. When you
sell your Shares, they could be worth less than what you
paid for them.

Liquidity Risk
Some securities held by a Fund, including derivatives, may
be difficult to sell or illiquid, particularly during times of
market turmoil. Illiquid securities also may be difficult to
value. Markets for securities or financial instruments could
bedisruptedbyanumberofevents, including,butnot limited
to an economic crisis, natural disasters, new legislation or
regulatory changes inside or outside the U.S. Illiquid securities
may also be difficult to value. If a Fund is forced to sell an
illiquid security at an unfavorable time or at a price that
is lower than Rafferty’s judgment of the security’s true market
value, a Fund may be forced to sell the security at a loss.
Such a situation may prevent a Fund from limiting losses,

realizing gains or achieving a high correlation with its
underlying index, thusadverselyaffectingFundperformance.

Market Risk
A Fund is subject to market risks that can affect the value
of its shares. These risks include political, regulatory, market
and economic developments, including developments that
impact specific economic sectors, industries or segments of
the market. A Fund typically would lose value on a day when
its underlying index increases.

Turbulence in the financial markets and reduced liquidity
may negatively affect issuers, which could have an adverse
effect on each Fund. In addition, there is a risk that policy
changes by the U.S. Government, Federal Reserve, or other
government actors, which could include increasing interest
rates, could cause increased volatility in financial markets
and lead to higher levels of Fund redemptions, which could
have a negative impact on a Fund. A Fund’s NAV could decline
over short periods due to short-term market movements
and over longer periods during market downturns.

Micro-Capitalization Company Risk
Stock prices of micro-cap companies are significantly more
volatile, and more vulnerable to adverse business and
economic developments than those of larger companies.
In addition, micro-cap companies often have narrower
markets for their goods and/or services and more limited
managerial and financial resources than larger, more
established companies, including companies which are
considered small- or mid-capitalization. Furthermore,
micro-capcompaniesoftenhavelimitedproduct lines, services,
markets, financial resources or are dependent on a small
management group. In addition, because these stocks are
notwellknowntothe investingpublic,donothavesignificant
institutional ownership and are followed by relatively few
security analysts, there will normally be less publicly available
information concerning these securities compared to what
is available for the securities of larger companies. Adverse
publicity and investor perceptions, whether based on
fundamental analysis, can decrease the value and liquidity
of securities held by a Fund. As a result, their performance
can be more volatile and they face greater risk of business
failure,whichcould increasethevolatilityofaFund’sportfolio.

Mid-Capitalization Company Risk
The securities of mid-capitalization companies are subject
to greater risks and the possibility of greater price volatility
than the securities of more established, larger capitalization
companies.Mid-capitalizationcompaniesoftenhavenarrower
markets for their goods and/or services and more limited
managerial and financial resources than larger, more
established companies. Furthermore, those companies often
have limited product lines, services, markets, financial
resources or are dependent on a small management group.
In addition, because these stocks are not well known to
the investing public, do not have significant institutional
ownershipandarefollowedbyrelatively fewsecurityanalysts,
there will normally be less publicly available information
concerning these securities compared to what is available
for the securities of larger companies. Adverse publicity and
investor perceptions, whether or not based on fundamental
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analysis, can decrease the value and liquidity of securities
held by a Fund. As a result, the performance of mid-
capitalization companies can be more volatile and they face
greater risk of business failure, which could increase the
volatility of a Fund’s portfolio.

Money Market Instrument Risk
A Fund may use a variety of money market instruments for
cash management purposes, including money market funds,
depositary accounts and repurchase agreements. Money
market funds may be subject to credit risk with respect to
the short-term debt instruments in which they invest.
Depository accounts may be subject to credit risk with respect
to the financial institution in which the depository account
is held. Repurchase agreements are contracts in which a
seller of securities agrees to buy the securities back at a
specified time and price. Repurchase agreements may be
subject to market and credit risk related to the collateral
securing the repurchase agreement. There is no guarantee
that money market instruments will maintain a stable value,
and they may lose money.

Municipal Securities Risk
Municipal securities are fixed income securities issued by
states, counties, cities and other political subdivisions and
authorities. Municipalities issue such securities to fund their
current operations before collecting taxes or other municipal
revenues or to fund capital projects prior to issuing long-term
bonds. Municipal securities also may be issued by industrial
or economic development authorities, school and college
authorities,housingauthorities,healthcarefacilityauthorities,
municipalutilities, transportationauthorities,andotherpublic
agencies. Municipal issuers are subject to unique factors
affecting their ability to pay debt obligations. As such,
investment in municipal securities carries additional risk.
Changes in federal, state or local laws may make a municipal
issuerunabletomake interestpaymentswhendue.Moreover,
an adverse interpretation of the tax status of municipal
securities may make such securities decline in value.

Non-Diversification Risk
A non-diversified fund invests a high percentage of its assets
in a limited number of securities. A non-diversified fund’s
NAV and total return may fluctuate more or fall greater
in times of weaker markets than a diversified mutual fund
because the Fund may invest its assets in a smaller number
of issuers or may invest a larger proportion of its assets in
a single issuer. As a result, the gains or losses on a single
investment may have a greater impact on a Fund’s NAV
and may make a Fund more volatile than more diversified
funds.

Pharmaceutical Industry Risk
The profitability of securities of companies in the
pharmaceutical industry is highly dependent on the
development, procurement and marketing of drugs and
the development, protection and exploitation of intellectual
property rights and other proprietary information. These
companies may be significantly affected by such events as
the expiration of patents or the loss of, or the inability to
enforce intellectual property rights. Research and other costs
associated with developing or procuring new drugs and
the related intellectual property rights can be significant,

and the results of such research and expenditures is
unpredictable. Many pharmaceutical companies face intense
competition from new products and less costly generic
products. In addition, the process for obtaining regulatory
approval from the U.S. Food and Drug Administration or
other governmental regulatory authorities is long and costly
and there is no assurance that the necessary approvals will
be obtained or maintained by these companies.

Additionally, companies in the pharmaceutical industry may
be subject to expenses and losses from extensive litigation
based on intellectual property, product liability and similar
claims. These companies may be adversely affected by
government regulation and changes in reimbursement rates
from such third party payors, such as Medicare, Medicaid
and other government sponsored programs, private health
insurance plans and health maintenance organizations. The
abilityofpharmaceutical companies tocommercializecurrent
and any futures products also depends in part on the extent
reimbursement for the cost of such products and related
treatments are available from these third party payors. A
pharmaceutical company’s valuation may also be affected
ifoneof itsproductsproveunsafe, ineffectiveorunprofitable.
The stock prices of companies in this sector have been and
will likely continue to be volatile.

Prepayment Risk
Many types of debt securities, including mortgage securities,
are subject to prepayment risk, which is the risk that the
issuer of the security will repay principal prior to the maturity
date. Securities subject to prepayment can offer less potential
for gains during a declining interest rate environment and
similar or greater potential for loss in a rising interest rate
environment. Inaddition, thepotential impactofprepayment
features on the price of a debt security can be difficult to
predict and result in greater volatility. As a result, a Fund
may have to reinvest its assets in mortgage securities or
other debt securities that have lower yields.

Producer Durables Sector Risk
The producer durables sector includes companies involved
in the design, manufacture or distribution of industrial
durables such as electrical equipment and components,
industrial products, and housing and telecommunications
equipment. These companies may be impacted by changes
in the overall economy, domestic and international politics,
consolidation, excess capacity, and consumer demands,
spending, tastes and preferences.

Regulatory Risk
Each Fund is subject to the risk that a change in U.S. law
and related regulations will impact the way a Fund operates,
increase the particular costs of a Fund’s operations and/or
change the competitive landscape. In particular, there is
no guarantee that a Fund will be permitted to continue
to engage in short sales, which are designed to earn a Fund
a profit from the decline of the price of a particular security,
basket of securities or index.

Additional legislative or regulatory changes could occur that
may materially and adversely affect a Fund. For example,
the regulatory environment for derivative instruments in
which a Fund may invest is evolving, and changes in the
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regulation or taxation of derivative instruments may
materially and adversely affect the ability of a Fund to pursue
its trading strategies. Such legislative or regulatory changes
could pose additional risks and result in material adverse
consequences to a Fund.

Shorting Risk
A Fund may engage in short sales designed to earn the Fund
a profit from the decline in the price of particular securities,
baskets of securities or indices. Short sales are transactions
in which a Fund borrows securities from a broker and sells
the borrowed securities. A Fund is obligated to replace the
security borrowed by purchasing the security at the market
price at the time of replacement. If the market price of the
underlying security goes down between the time a Fund
sells the security and buys it back, a Fund will realize a gain
on the transaction. Conversely, if the underlying security
goes up in price during the period, a Fund will realize a
loss on the transaction. Any such loss is increased by the
amount of premium or interest a Fund must pay to the lender
of the security. Likewise, any gain will be decreased by the
amount of premium or interest a Fund must pay to the lender
of the security. A Fund’s investment performance may also
suffer if the Fund is required to close out a short position
earlier than it had intended. This would occur if the securities
lender required a Fund to deliver the securities the Fund
borrowed at the commencement of the short sale and the
Fund was unable to borrow the securities from another
securities lender or otherwise obtain the security by other
means. In addition, a Fund may be subject to expenses related
to short sales that are not typically associated with investing
in securities directly, such as costs of borrowing and margin
account maintenance costs associated with the Fund’s open
short positions. As the holder of a short position, a Fund
also is responsible for paying the dividends and interest
accruing on the short position, which is an expense to the
Fund that could cause the Fund to lose money on the short
sale and may adversely affect its performance.

Small- and/or Mid-Capitalization Company Risk
The securities of small- and/or mid-capitalization companies
are subject to greater risks and the possibility of greater
price volatility than the securities of more established, larger
capitalization companies. Small- and/or mid-capitalization
companies often have narrower markets for their goods
and/or services and more limited managerial and financial
resources than larger, more established companies.
Furthermore, those companies often have limited product
lines, services, markets, financial resources or are dependent
on a small management group. In addition, because these
stocks are not well-known to the investing public, do not
have significant institutional ownership and are followed
by relatively few security analysts, there will normally be
less publicly available information concerning these securities
compared to what is available for the securities of larger
companies. Adverse publicity and investor perceptions,
whether based on fundamental analysis, can decrease the
value and liquidity of securities held by a Fund. As a result,
the performance of small- and/or mid-capitalization
companies can be more volatile and they face greater risk

of business failure, which could increase the volatility of
a Fund’s portfolio.

Small-Capitalization Company Risk
The securities of small-capitalization companies are subject
to greater risks and the possibility of greater price volatility
than the securities of more established, larger capitalization
companies. Small-capitalization companies often have
narrower markets for their goods and/or services and more
limited managerial and financial resources than larger, more
established companies. Furthermore, those companies often
have limited product lines, services, markets, financial
resources or are dependent on a small management group.
In addition, because these stocks are not well-known to
the investing public, do not have significant institutional
ownershipandarefollowedbyrelatively fewsecurityanalysts,
there will normally be less publicly available information
concerning these securities compared to what is available
for the securities of larger companies. Adverse publicity and
investorperceptions,whetherbasedonfundamentalanalysis,
can decrease the value and liquidity of securities held by
a Fund. As a result, the performance of small-capitalization
companies can be more volatile and they face greater risk
of business failure, which could increase the volatility of
a Fund’s portfolio.

Technology Sector Risk
The market prices of technology-related securities tend to
exhibit a greater degree of market risk and sharp price
fluctuations than other types of securities. These securities
may fall in and out of favor with investors rapidly, which
may cause sudden selling and dramatically lower market
prices. Technology securities also may be affected adversely
by changes in technology, consumer and business purchasing
patterns, government regulation and/or obsolete products
or services. In addition, a rising interest rate environment
tends to negatively affect technology companies. Technology
companies having high market valuations may appear less
attractive to investors, which may cause sharp decreases
in their market prices. Further, those technology companies
seekingtofinanceexpansionwouldhave increasedborrowing
costs, which may negatively impact earnings.

U.S. Government Securities Risk
A security backed by the U.S. Treasury or the full faith and
credit of the United States is guaranteed only as to the timely
payment of interest and principal when held to maturity.
The market prices for such securities are not guaranteed
and will fluctuate. In addition, because many types of U.S.
governmentsecurities tradeactivelyoutsidetheUnitedStates,
their prices may rise and fall as changes in global economic
conditions affect the demand for these securities.

Valuation Time Risk
A Fund values its portfolio as of the close of regular trading
on the New York Stock Exchange ("NYSE") (generally 4:00
p.m. Eastern Time). In some cases, foreign markets may close
before the NYSE opens or may not be open for business
on the same calendar days as a Fund. As a result, the
performance of a fund that tracks a foreign market index
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or an index that includes foreign securities can vary from
the performance of that index.

Special Risks of Exchange-Traded Funds
Trading Issues. Trading in Shares on the Exchange may be
halted due to market conditions or for reasons that, in the
view of the Exchange, make trading in Shares inadvisable,
such as extraordinary market volatility or other reasons.
There can be no assurance that Shares will continue to meet
the listing requirements of the Exchange, and the listing
requirements may be amended from time to time.

Market Price Variance Risk. Individual Shares of a Fund that
are listed for trading on the Exchange can be bought and
sold in the secondary market at market prices. The market
prices of Shares will fluctuate in response to changes in NAV
andsupplyanddemandforShares.TheAdvisercannotpredict
whether Shares will trade above, below or at their NAV.
Given the fact that Shares can be created and redeemed
in Creation Units, the Adviser believes that large discounts
or premiums to the NAV of Shares should not be sustained.
There may, however, be times when the market price and
the NAV vary significantly and you may pay more than NAV
when buying Shares on the secondary market, and you may
receive less than NAV when you sell those Shares. A Fund’s
investment results are measured based upon the daily NAV
of the Fund over a period of time. Investors purchasing and
selling Shares in the secondary market may not experience
investment results consistent with those experienced by those
creating and redeeming directly with a Fund. There is no
guarantee that an active secondary market will develop
for Shares of the Funds.

A Precautionary Note to Retail Investors. The Depository
TrustCompany(“DTC”),a limitedtrust companyandsecurities
depositary that serves as a national clearinghouse for the
settlement of trades for its participating banks and
broker-dealers, or its nominee, will be the registered owner
of all outstanding Shares of each fund of the Trust. Your
ownership of Shares will be shown on the records of DTC
and the DTC Participant broker through whom you hold
the Shares. THE TRUST WILL NOT HAVE ANY RECORD OF
YOUR OWNERSHIP. Your account information will be
maintainedbyyourbroker,whowillprovideyouwithaccount
statements, confirmations of your purchases and sales of
Shares, and tax information. Your broker also will be
responsible for ensuring that you receive shareholder reports
and other communications from a Fund whose Shares you
own. Typically, you will receive other services (e.g., average
basis information) only if your broker offers these services.

A Precautionary Note to Purchasers of Creation Units. You
should be aware of certain legal risks unique to investors
purchasing Creation Units directly from the issuing Fund.

Because new Shares may be issued on an ongoing basis, a
“distribution” of Shares could be occurring at any time. As
a dealer, certain activities on your part could, depending
on the circumstances, result in your being deemed a
participant in the distribution, in a manner that could render
you a statutory underwriter and subject you to the prospectus
delivery and liability provisions of the Securities Act of 1933,
as amended (“Securities Act”). For example, you could be
deemed a statutory underwriter if you purchase Creation
Units from an issuing Fund, break them down into the
constituent Shares and sell those Shares directly to customers,
or if you choose to couple the creation of a supply of new
Shares with an active selling effort involving solicitation
of secondary market demand for Shares. Whether a person
is an underwriter depends upon all of the facts and
circumstances pertaining to that person’s activities, and the
examples mentioned here should not be considered a
complete description of all the activities that could cause
you to be deemed an underwriter. Dealers who are not
“underwriters,” but are participating in a distribution (as
opposed to engaging in ordinary secondary market
transactions), and thus dealing with Shares as part of an
“unsold allotment” within the meaning of Section 4(3)(C)
of the Securities Act, will be unable to take advantage of
the prospectus delivery exemption provided by Section 4(3)
of the Securities Act.

APrecautionaryNoteto InvestmentCompanies. Forpurposes
of the Investment Company Act of 1940, as amended (“1940
Act”) each Fund is a registered investment company, and
the acquisition of Shares by other investment companies
is subject to the restrictions of Section 12(d)(1) thereof.

The Trust and the Funds have obtained an exemptive order
fromtheU.S. SecuritiesandExchangeCommission (the“SEC”)
allowing a registered investment company to invest in a
Fund beyond the limits of Section 12(d)(1) subject to certain
conditions, including that a registered investment company
enters intoaParticipationAgreementwiththeTrust regarding
the terms of the investment. Any investment company
considering purchasing Shares of a Fund in amounts that
wouldcause it toexceedtherestrictionsunderSection12(d)(1)
should contact the Trust.

A Precautionary Note Regarding Unusual Circumstances.
The Trust can postpone payment of redemption proceeds
for any period during which (1) the Exchange is closed other
than customary weekend and holiday closings, (2) trading
on the Exchange is restricted, as determined by the SEC,
(3) any emergency circumstances exist, as determined by
the SEC, or (4) the SEC by order permits for the protection
of shareholders of a Fund.
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ABOUT YOUR INVESTMENT

Share Price of the Funds

A fund’s share price is known as its NAV. Each Fund’s share price (other than the Fixed Income Funds) is calculated as of
the close of regular trading on the NYSE, usually 4:00 p.m. Eastern Time (“Valuation Time”), each day the NYSE is open for
business (“Business Day.”) The NYSE is open for business Monday through Friday, except in observation of the following
holidays: New Year’s Day, Martin Luther King, Jr. Day, President’s Day, Good Friday, Memorial Day, July 4th, Labor Day,
Thanksgiving Day and Christmas Day. The NYSE may close early on the business day before each of these holidays and on
the day after Thanksgiving Day. NYSE holiday schedules are subject to change without notice.

Each Fixed Income Fund also calculates its NAV as of the close of regular trading on the NYSE, usually 4:00 p.m. Eastern
Time each Business Day. However, on days that the bond markets close all day, which currently include the following holidays:
New Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day, Good Friday, Memorial Day, Independence Day, Labor Day,
Columbus Day, Veterans Day, Thanksgiving Day and Christmas Day (a “Bond Market Holiday”), the Fixed Income Funds
may not calculate their NAVs, even if the NYSE is open for business. On such days, orders for purchase or redemption will
receive the NAV next calculated on the following Business Day that is not a Bond Market Holiday. Similarly, on days that
the bond markets close early but the NYSE does not (usually at 2 p.m. Eastern Time, and which currently include the Friday
before Memorial Day and New Year’s Eve), each Fixed Income Fund treats the portion of the day that the bond markets
are closed as a Bond Market Holiday and calculates its NAV as of the recommended closing time for the bond markets,
which may be before 4:00 p.m. Eastern Time, subject to the discretion of the Adviser. In such instances, orders for purchase
or redemption that are received prior to the close of bond markets will receive the NAV calculated at the time of the bond
markets closure, whereas orders for purchase or redemption that are received thereafter will receive the NAV next calculated
on the following Business Day that is not a Bond Market Holiday.

If the exchange or market on which a Fund’s investments are primarily traded closes early, the NAV may be calculated prior
to its normal calculation time. Creation/redemption transaction order time cutoffs would also be accelerated.

The value of a Fund’s assets that trade in markets outside the United States or in currencies other than the U.S. Dollar may
fluctuate when foreign markets are open but the Fund is not open for business.

Share price is calculated by dividing a Fund’s net assets by its shares outstanding. In calculating its NAV, each Fund generally
values its assets on the basis of market quotations, last sale prices, or estimates of value furnished by a pricing service or
brokers who make markets in such instruments. If such information is not available for a security held by a Fund, is determined
to be unreliable, or (to the Adviser’s knowledge) does not reflect a significant event occurring after the close of the market
on which the security principally trades (but before the close of trading on the NYSE), the security will be valued at fair
value estimates by the Adviser under guidelines established by the Board of Trustees. Foreign securities, currencies and
other assets denominated in foreign currencies are translated into U.S. Dollars at the exchange rate of such currencies
against the U.S. Dollar, as provided by an independent pricing service or reporting agency. Each Fund also relies on a pricing
service in circumstances where the U.S. securities markets exceed a pre-determined threshold to value foreign securities
held in a Fund’s portfolio. The pricing service, its methodology or the threshold may change from time to time. Debt obligations
with maturities of 60 days or less are valued at amortized cost.

Fair Value Pricing. Securities are priced at a fair value as determined by the Adviser, under the oversight of the Board of
Trustees, when reliable market quotations are not readily available, the Funds’ pricing service does not provide a valuation
for such securities, the Funds’ pricing service provides a valuation that in the judgment of the Adviser does not represent
fair value, the Adviser believes that the market price is stale, or an event that affects the value of an instrument (a “Significant
Event”) has occurred since closing prices were established, but before the time as of which the Funds calculate their NAVs.
Examples of Significant Events may include: (1) events that relate to a single issuer or to an entire market sector; (2) significant
fluctuations in domestic or foreign markets; or (3) occurrences not tied directly to the securities markets, such as natural
disasters, armed conflicts, or significant government actions. If such Significant Events occur, the Funds may value the instruments
at fair value, taking into account such events when it calculates each Fund’s NAV. Fair value determinations are made in
good faith in accordance with procedures adopted by the Board of Trustees. In addition, the Funds may also fair value an
instrument if trading in a particular instrument is halted and does not resume prior to the closing of the exchange or other
market.

Attempts to determine the fair value of securities introduce an element of subjectivity to the pricing of securities. As a
result, the price of a security determined through fair valuation techniques may differ from the price quoted or published
by other sources and may not accurately reflect the market value of the security when trading resumes. If a reliable market
quotation becomes available for a security formerly valued through fair valuation techniques, Rafferty compares the market
quotation to the fair value price to evaluate the effectiveness of the Funds’ fair valuation procedures and will use that
market value in the next calculation of NAV.
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Rule 12b-1 Fees

The Board of Trustees of the Trust has adopted a Distribution and Service Plan (the “Plan”) pursuant to Rule 12b-1 under
the 1940 Act. In accordance with the Plan, each Fund is authorized to pay an amount up to 0.25% of its average daily net
assets each year for certain distribution-related activities and shareholder services.

No 12b-1 fees are currently paid by any Fund, and there are no plans to impose these fees. However, in the event 12b-1
fees are charged in the future, because the fees are paid out of each Fund’s assets, over time these fees will increase the
cost of your investment and may cost you more than certain other types of sales charges.

SHORT-TERM TRADING

Rafferty expects a significant portion of the Funds’ assets to come from professional money managers and investors who
use the Funds as part of “asset allocation” and “market timing” investment strategies. These strategies often call for frequent
trading to take advantage of anticipated changes in market conditions. Frequent trading of Shares could increase the rate
of creations and redemptions of Shares and a Fund’s portfolio turnover, which could involve correspondingly adverse tax
consequences to a Fund’s shareholders. Although the Funds reserve the right to reject any purchase orders or suspend the
offering of Shares, the Funds do not currently impose any trading restrictions on frequent trading nor actively monitor
for trading abuses.

CREATIONS, REDEMPTIONS AND TRANSACTION FEES

Creation Units. Investors such as market makers, large investors and institutions who wish to deal in Creation Units directly
with a Fund must have entered into an authorized participant agreement with the principal underwriter and the transfer
agent, or purchase through a dealer that has entered into such an agreement. These investors are known as “Authorized
Participants.” Set forth below is a brief description of the procedures applicable to the purchase and redemption of Creation
Units.

Purchase of a Fund. The Funds only accept cash to purchase Creation Units. The purchaser must transfer cash in an amount
equal to the value of the Creation Unit(s) purchased and the applicable Transaction Fee. All purchase orders for Creation
Units must be placed by or through an Authorized Participant. Purchase orders will be processed either through a manual
clearing process run at the DTC (“Manual Clearing Process”) or through an enhanced clearing process (“Enhanced Clearing
Process”) that is available only to those DTC participants that also are participants in the Continuous Net Settlement System
of the National Securities Clearing Corporation (“NSCC”). Authorized Participants that do not use the Enhanced Clearing
Process will be charged a higher Transaction Fee (discussed below). The Trust will deliver Shares of the Funds upon payment
of cash to the Trust on or before the third Business Day following the Transmittal Date consistent with the terms of the
Authorized Participant Agreement.

Redemption from a Fund. Redemption proceeds will be paid in cash. As with purchases, redemptions may be processed
either through the Manual Clearing Process or the Enhanced Clearing Process. A redemption order must be received in
good order by the transfer agent by 4:00 p.m. Eastern Time, whether transmitted by mail, through the transfer agent’s
automated system, telephone, facsimile or other means permitted under the Participant Agreement in order to receive
that day’s NAV per Share. All other procedures set forth in the Participant Agreement must be followed in order for you
to receive the NAV determined on that day.

Transaction Fees on Creation and Redemption Transactions. Each Fund will impose Transaction Fees to offset transfer and
other transaction costs associated with the issuance and redemption of Creation Units. There is a fixed and a variable component
to the total Transaction Fee on transactions in Creation Units. A fixed Transaction Fee is applicable to each creation and
redemption transaction, regardless of the number of Creation Units transacted. A variable Transaction Fee based upon the
value of each Creation Unit also is applicable to each redemption transaction. Purchasers and redeemers of Creation Units
of a Fund effected through the Manual Clearing Process are required to pay an additional charge to compensate for brokerage
and other expenses. In addition, purchasers of Creation Units are responsible for payment of the costs of transferring the
Deposit Securities to the Trust. However, in no instance will the fees charged exceed 2% of the value of the Creation Units
subject to the transaction. Redeemers of Creation Units are responsible for the costs of transferring securities from the
Trust. Investors who use the services of a broker or other such intermediary may pay additional fees for such services. In
addition, Rafferty may, from time to time, at its own expense, compensate purchasers of Creation Units who have purchased
substantial amounts of Creation Units and other financial institutions for administrative or marketing services.

The table below summarizes the components of the Transaction Fees.
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Direxion Shares ETF Trust

Fixed Transaction Fee
Maximum
Additional
Charge for
Purchases

and
Redemptions*

In-Kind Cash

NSCC Outside NSCC
Outside

NSCC

Direxion Daily 7-10 Year Treasury Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily 20+ Year Treasury Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Corporate Bond Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Large Cap Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Municipal Bond Taxable Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Small Cap Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Total Bond Market Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Total Market Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily CSI 300 China A Share Bear 1X Shares N/A N/A $250 Up to 0.50%
Direxion Daily SME-ChiNext 100 China A Shares Bear 1X Shares N/A N/A $250 Up to 0.50%
Direxion Daily MSCI China A Bear 1X Shares N/A N/A $250 Up to 0.50%
Direxion Daily S&P Biotech Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Healthcare Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Cyber Security & IT Bear 1X Shares N/A N/A $250 Up to 0.15%
Direxion Daily Greece Bear 1X Shares N/A N/A $250 Up to 0.50%
Direxion Daily Pharmaceutical & Medical Bear 1X Shares N/A N/A $250 Up to 0.15%

* As a percentage of the amount invested.

HOW TO BUY AND SELL SHARES

Each Fund issues and redeems Shares only in large blocks of Shares called “Creation Units.”

Most investors will buy and sell Shares of each Fund in secondary market transactions through brokers. Shares of each Fund
that are listed for trading on the secondary market on the Exchange can be bought and sold throughout the trading day
like other publicly traded shares. There is no minimum investment. Although Shares are generally purchased and sold in
“round lots” of 50,000 Shares, brokerage firms typically permit investors to purchase or sell Shares in smaller “oddlots” at
no per-share price differential.

When buying or selling Shares through a broker, you will incur customary brokerage commissions and charges, and you
may pay some or all of the spread between the bid and the offer price in the secondary market on each leg of a round
trip (purchase and sale) transaction. In addition, because secondary market transactions occur at market prices, you may
pay more than NAV when you buy Shares, and receive less than NAV when you sell those Shares.

If you purchase shares of the Fund through a broker-dealer or other financial intermediary (such as a bank), the Adviser
may pay the intermediary for educational training programs, the development of technology platforms and reporting
systems or other administrative services related to a Fund. Ask your salesperson or visit your financial intermediary’s website
for more information.

The Funds’ Exchange trading symbols are as follows:

Fund Symbol

Direxion Daily 7-10 Year Treasury Bear 1X Shares TYNS
Direxion Daily 20+ Year Treasury Bear 1X Shares TYBS
Direxion Daily Corporate Bond Bear 1X Shares
Direxion Daily Large Cap Bear 1X Shares
Direxion Daily Municipal Bond Taxable Bear 1X Shares
Direxion Daily Small Cap Bear 1X Shares
Direxion Daily Total Bond Market Bear 1X Shares SAGG
Direxion Daily Total Market Bear 1X Shares TOTS
Direxion Daily CSI 300 China A Share Bear 1X Shares CHAD
Direxion Daily SME-ChiNext 100 China A Shares Bear 1X Shares
Direxion Daily MSCI China A Bear 1X Shares
Direxion Daily S&P Biotech Bear 1X Shares LABS
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Fund Symbol

Direxion Daily Healthcare Bear 1X Shares
Direxion Daily Cyber Security & IT Bear 1X Shares
Direxion Daily Greece Bear 1X Shares
Direxion Daily Pharmaceutical & Medical Bear 1X Shares

Share prices are reported in dollars and cents per Share.

Investors may acquire Shares directly from each Fund, and shareholders may tender their Shares for redemption directly
to each Fund, only in Creation Units, as discussed in the “Creations, Redemptions and Transaction Fees” section above. A
Creation Unit consists of 50,000 Shares.

For information about acquiring Shares through a secondary market purchase, please contact your broker. If you wish to
sell Shares of a Fund on the secondary market, you must do so through your broker.

Book Entry. Shares are held in book-entry form, which means that no stock certificates are issued. The DTC or its nominee
is the record owner of all outstanding Shares of the Funds and is recognized as the owner of all Shares for all purposes.

Investors owning Shares are beneficial owners as shown on the records of the DTC or its participants. DTC serves as the
securities depository for all Shares. Participants in the DTC include securities brokers and dealers, banks, trust companies,
clearing corporations and other institutions that directly or indirectly maintain a custodial relationship with DTC. As a beneficial
owner of Shares, you are not entitled to receive physical delivery of stock certificates or to have Shares registered in your
name, and you are not considered a registered owner of Shares. Therefore, to exercise any right as an owner of Shares,
you must rely upon the procedures of DTC and its participants. These procedures are the same as those that apply to any
other stocks that you hold in book entry or “street name” through your brokerage account.

MANAGEMENT OF THE FUNDS

Rafferty provides investment management services to the Funds. Rafferty has been managing investment companies since
1997.Rafferty is locatedat1301AvenueoftheAmericas (6thAvenue),35thFloor,NewYork,NewYork10019.Asof January29,2016,
the Adviser had approximately $8.6 billion in assets under management.

Under an investment advisory agreement between the Trust and Rafferty, each Fund pays Rafferty the following fee at an
annualized rate based on a percentage of each Fund’s average daily net assets:

Fund Advisory Fee Charged

Direxion Daily S&P Biotech Bear 1X Shares 0.35%
Direxion Daily Healthcare Bear 1X Shares 0.35%
Direxion Daily Cyber Security Bear 1X Shares 0.35%
Direxion Daily Pharmaceutical & Medical Bear 1X Shares 0.35%
Direxion Daily 7-10 Year Treasury Bear 1X Shares 0.45%
Direxion Daily 20+ Year Treasury Bear 1X Shares 0.45%
Direxion Daily Corporate Bond Bear 1X Shares 0.45%
Direxion Daily Large Cap Bear 1X Shares 0.45%
Direxion Daily Municipal Bond Taxable Bear 1X Shares 0.45%
Direxion Daily Small Cap Bear 1X Shares 0.45%
Direxion Daily Total Market Bear 1X Shares 0.45%
Direxion Daily Total Bond Market Bear 1X Shares 0.45%
Direxion Daily CSI 300 China A Share Bear 1X Shares 0.60%
Direxion Daily SME-ChiNext 100 China A Shares Bear 1X Shares 0.60%
Direxion Daily MSCI China A Bear 1X Shares 0.60%
Direxion Daily Greece Bear 1X Shares 0.60%

For the fiscal year ended October 31, 2015, the Adviser received net management fees as a percentage of average daily
net assets from each Fund as follows:

Fund Percentage

Direxion Daily Total Market Bear 1X Shares 0.00%
Direxion Daily 7-10 Year Treasury Bear 1X Shares 0.00%
Direxion Daily 20+ Year Treasury Bear 1X Shares 0.15%
Direxion Daily Total Bond Market Bear 1X Shares 0.00%
Direxion Daily CSI 300 China A Share Bear 1X Shares 0.57%
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A discussion regarding the basis on which the Board of Trustees approved the investment advisory agreements for the
Funds is included in the Funds' Annual Report for the period ended October 31, 2015.

Rafferty has entered into an Operating Expense Limitation Agreement with each Fund. Under this Operating Expense Limitation
Agreement, Rafferty has contractually agreed to cap all or a portion of its management fee and/or reimburse each Fund
for Other Expenses through September 1, 2017, to the extent that a Fund’s Total Annual Fund Operating Expenses exceed
the percentage listed in the table below of the Fund’s daily net assets (excluding, as applicable, among other expenses,
management fees, Rule 12b-1 distribution and/or service fees, Management Services Fees, any front-end or contingent
deferred sales loads, taxes, swap financing and related costs, acquired fund fees and expenses, dividends or interest on
shortpositions,other interestexpenses,brokeragecommissions,expenses incurred inconnectionwithanymergeror reorganization
and extraordinary expenses such as litigation or other expenses outside the typical day-to-day operations of a Fund).

Any expense cap is subject to reimbursement by a Fund within the following three years only if overall expenses fall below
these percentage limitations. Solely at Rafferty’s option and discretion, Rafferty may pay, reimburse or otherwise assume
one or more of the excluded expenses, in which case such expense will be subject to reimbursement by Rafferty in accordance
with the Operating Expense Limitation Agreement. This agreement may be terminated or revised at any time with the
consent of the Board of Trustees.

Fund Expense Cap

Direxion Daily S&P Biotech Bear 1X Shares 0.45%
Direxion Daily Healthcare Bear 1X Shares 0.45%
Direxion Daily Cyber Security Bear 1X Shares 0.45%
Direxion Daily Pharmaceutical & Medical Bear 1X Shares 0.45%
Direxion Daily 7-10 year Treasury Bear 1X Shares 0.65%
Direxion Daily 20+ Year Treasury Bear 1X Shares 0.65%
Direxion Daily Corporate Bond Bear 1X Shares 0.65%
Direxion Daily Large Cap Bear 1X Shares 0.65%
Direxion Daily Municipal Bond Taxable Bear 1X Shares 0.65%
Direxion Daily Small Cap Bear 1X Shares 0.65%
Direxion Daily Total Market Bear 1X Shares 0.65%
Direxion Daily Total Bond Market Bear 1X Shares 0.65%
Direxion Daily CSI 300 China A Share Bear 1X Shares 0.80%
Direxion Daily SME-ChiNext 100 China A Shares Bear 1X Shares 0.80%
Direxion Daily MSCI China A Bear 1X Shares 0.80%
Direxion Daily Greece Bear 1X Shares 0.80%

Paul Brigandi and Tony Ng are jointly and primarily responsible for the day-to-day management of the Funds. An investment
trading team of Rafferty employees assists Mr. Brigandi and Mr. Ng in the day-to-day management of the Funds subject
to their primary responsibility and oversight. The Portfolio Managers work with the investment trading team to decide
the target allocation of each Fund’s investments and on a day-to-day basis, an individual portfolio trader executes transactions
for the Funds consistent with the target allocation. The members of the investment trading team rotate periodically among
the various series of the Trust, including the Funds, so that no single individual is assigned to a specific Fund for extended
periods of time.

Mr. Brigandi has been a Portfolio Manager at Rafferty since June 2004. Mr. Brigandi was previously involved in the equity
trading training program for Fleet Boston Financial Corporation from August 2002 to April 2004. Mr. Brigandi is a 2002
graduate of Fordham University.

Mr. Ng has been a Portfolio Manager at Rafferty since April 2006. Mr. Ng was previously a Team Leader in the Trading
Assistant Group with Goldman Sachs from 2004 to 2006. He was employed with Deutsche Asset Management from 1998
to 2004. Mr. Ng graduated from State University at Buffalo in 1998.

The Funds' Statement of Additional Information (“SAI”) provides additional information about the investment team members’
compensation, other accounts they manage and their ownership of securities in the Funds.

PORTFOLIO HOLDINGS

A description of the Funds' policies and procedures with respect to the disclosure of the Funds' portfolio securities is available
in the Funds' SAI.
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OTHER SERVICE PROVIDERS

Foreside Fund Services, LLC (“Distributor”) serves as the Funds' distributor. U.S. Bancorp Fund Services, LLC serves as the
Funds' administrator. Bank of New York Mellon (“BNYM”) serves as the Funds' transfer agent, fund accountant, custodian
and index receipt agent. The Distributor is not affiliated with Rafferty or BNYM.

DISTRIBUTIONS

Fund Distributions. Each Fund pays out dividends from its net investment income, and distributes any net capital gains, if
any, to its shareholders at least annually. Each Fund is authorized to declare and pay capital gain distributions in additional
Shares or in cash. A Fund may have extremely high portfolio turnover, which may cause it to generate significant amounts
of taxable income. Each Fund will generally need to distribute net short-term capital gain to satisfy certain tax requirements.
As a result of the Funds' high portfolio turnover, they could need to make larger and/or more frequent distributions than
traditional unleveraged ETFs.

Dividend Reinvestment Service. Brokers may make the DTC book-entry dividend reinvestment service (“Reinvestment Service”)
available to their customers who are shareholders of a Fund. If the Reinvestment Service is used with respect to a Fund,
its distributions of both net income and capital gains will automatically be reinvested in additional and fractional Shares
thereof purchased in the secondary market. Without the Reinvestment Service, investors will receive Fund distributions in
cash, except as noted above under “Fund Distributions.” To determine whether the Reinvestment Service is available and
whether there is a commission or other charge for using the service, consult your broker. Fund shareholders should be
aware that brokers may require them to adhere to specific procedures and timetables to use the Reinvestment Service.

TAXES

As with any investment, you should consider the tax consequences of buying, holding, and disposing of Shares. The tax
information in this Prospectus is only a general summary of some important federal tax considerations generally affecting
the Funds and their shareholders. No attempt is made to present a complete explanation of the federal tax treatment of
the Funds’ activities, and this discussion is not intended as a substitute for careful tax planning. Accordingly, potential
investors are urged to consult their own tax advisers for more detailed information and for information regarding any
state, local, or foreign taxes applicable to the Funds and to an investment in Shares.
Fund distributions to you and your sale of your Shares will have tax consequences to you unless you hold your Shares through
a tax-exempt entity or tax-deferred retirement arrangement, such as an individual retirement account (“IRA”) or 401(k)
plan.
Each Fund intends to qualify or to continue to qualify each taxable year for taxation as a “regulated investment company”
under Subchapter M of the Internal Revenue Code. If a Fund so qualifies and satisfies certain distribution requirements,
the Fund will not be subject to federal income tax on income that is distributed in a timely manner to its shareholders in
the form of income dividends or capital gain distributions.
Taxes on Distributions. Dividends from a Fund’s investment company taxable income – generally, the sum of net investment
income, the excess of net short-term capital gain over net long-term capital loss, and net gains and losses from certain
foreign currency transactions, if any, all determined without regard to any deduction for dividends paid – will be taxable
to you as ordinary income to the extent of its earnings and profits, whether they are paid in cash or reinvested in additional
Shares. However, dividends a Fund pays to you that are attributable to its “qualified dividend income” (i.e., dividends it
receives on stock of most domestic and certain foreign corporations with respect to which it satisfies certain holding period
and other restrictions) generally will be taxed to you, if you are an individual, trust, or estate and satisfy those restrictions
with respect to your Shares, for federal income tax purposes, at the rates of 15% or 20% for such shareholders with taxable
income exceeding certain thresholds (which will be indexed for inflation annually). A portion of a Fund’s dividends also
may be eligible for the dividends-received deduction allowed to corporations – the eligible portion may not exceed the
aggregate dividends the Fund receives from domestic corporations subject to federal income tax (excluding real estate
investment trusts) and excludes dividends from foreign corporations – subject to similar restrictions; however, dividends
a corporate shareholder deducts pursuant to that deduction are subject indirectly to the federal alternative minimum tax.
None of the Funds expect to earn a significant amount of income that would qualify for those maximum rates or that
deduction.
Distributions of a Fund’s net capital gain (which is the excess of net long-term capital gain over net short-term capital loss)
that it recognizes on sales or exchanges of capital assets (“capital gain distributions”), if any, will be taxable to you as
long-term capital gains, at the maximum rates mentioned above if you are an individual, trust, or estate, regardless of
your holding period for the Shares on which the distributions are paid and regardless of whether they are paid in cash or
reinvested in additional Shares. A Fund’s capital gain distributions may vary considerably from one year to the next as a
result of its investment activities and cash flows and the performance of the markets in which it invests. None of the Funds
expect to earn a significant amount of net capital gain.
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Distributions in excess of a Fund’s current and accumulated earnings and profits, if any, first will reduce your adjusted tax
basis in your Shares in that Fund and, after that basis is reduced to zero, will constitute capital gain. That capital gain will
be long-term capital gain, and thus will be taxed at the maximum rates mentioned above if you are an individual, trust,
or estate if the distributions are attributable to Shares you held for more than one year.
Investors should be aware that the price of Shares at any time may reflect the amount of a forthcoming dividend or capital
gain distribution, so if they purchase Shares shortly before the record date therefor, they will pay full price for the Shares
and receive some part of the purchase price back as a taxable distribution even though it represents a partial return of
invested capital.
In general, distributions are subject to federal income tax for the year when they are paid. However, certain distributions
paid in January may be treated as paid on December 31 of the prior year.
Because of the possibility of high portfolio turnover, the Funds may generate significant amounts of taxable income. Accordingly,
the Funds may need to make larger and/or more frequent distributions than traditional unleveraged ETFs. A substantial
portion of that income typically will be short-term capital gain, which will generally be treated as ordinary income when
distributed to shareholders.
Fund distributions to tax-deferred or qualified plans, such as an IRA, retirement plan or pension plan, generally will not
be taxable. However, distributions from such plans will be taxable to the individual participant notwithstanding the character
of the income earned by the qualified plan. Please consult a tax adviser for a more complete explanation of the federal,
state, local and foreign tax consequences of investing in a Fund through such a plan.
Taxes When Shares are Sold. Generally, you will recognize taxable gain or loss if you sell or otherwise dispose of your
Shares. Any gain arising from such a disposition generally will be treated as long-term capital gain if you held the Shares
for more than one year, taxable at the maximum rates (15% or 20%) mentioned above if you are an individual, trust, or
estate; otherwise, the gain will be treated as short-term capital gain. However, any capital loss arising from the disposition
of Shares held for six months or less will be treated as long-term capital loss to the extent of capital gain distributions, if
any, received with respect to those Shares. In addition, all or a portion of any loss recognized on a sale or exchange of
Shares of a Fund will be disallowed to the extent other Shares of the same Fund are purchased (whether through reinvestment
of distributions or otherwise) within a period of 61 days beginning 30 days before and ending 30 days after the date of
the sale or exchange; in that event, the basis in the newly purchased Shares will be adjusted to reflect the disallowed loss.
Holders of Creation Units. A person who purchases Shares of a Fund by exchanging securities for a Creation Unit generally
will recognize capital gain or loss equal to the difference between the market value of the Creation Unit and the person’s
aggregate basis in the exchanged securities, adjusted for any Balancing Amount paid or received. A shareholder who redeems
a Creation Unit generally will recognize gain or loss to the same extent and in the same manner as described in the immediately
preceding paragraph.
Miscellaneous. Backup Withholding. A Fund must withhold and remit to the U.S. Treasury 28% of dividends and capital
gain distributions otherwise payable to any individual or certain other non-corporate shareholder who fails to certify that
the social security or other taxpayer identification number furnished to the Fund is correct or who furnishes an incorrect
number (together with the withholding described in the next sentence, “backup withholding”). Withholding at that rate
also is required from a Fund’s dividends and capital gain distributions otherwise payable to such a shareholder who is subject
to backup withholding for any other reason. Backup withholding is not an additional tax, and any amounts so withheld
may be credited against a shareholder’s federal income tax liability or refunded.
Additional Tax. An individual must pay a 3.8% federal tax on the lesser of (1) the individual’s “net investment income,”
which generally includes dividends, interest, and net gains from the disposition of investment property (including dividends
and capital gain distributions a Fund pays and net gains realized on the sale or redemption of Shares), or (2) the excess of
the individual’s “modified adjusted gross income” over a threshold amount ($250,000 for married persons filing jointly
and $200,000 for single taxpayers). This tax is in addition to any other taxes due on that income. A similar tax will apply
for those years to estates and trusts. Shareholders should consult their own tax advisers regarding the effect, if any, this
provision may have on their investment in Fund shares.
Basis Determination. A shareholder who wants to use the average basis method for determining basis in Shares he or she
acquires after December 31, 2011 (“Covered Shares”), must elect to do so in writing (which may be electronic) with the
broker through which he or she purchased the Shares. A shareholder who wishes to use a different IRS-acceptable method
for basis determination (e.g., a specific identification method) may elect to do so. Fund shareholders are urged to consult
with their brokers regarding the application of the basis determination rules to them.
You may also be subject to state and local taxes on Fund distributions and dispositions of Shares.
Non-U.S. Shareholders. “A “non-U.S. shareholder” is an investor that, for federal tax purposes, is a nonresident alien individual,
a foreign corporation or a foreign estate or trust. Except where discussed otherwise, the following disclosure assumes that
a non-U.S. shareholder’s ownership of Shares is not effectively connected with a trade or business conducted by such non-U.S.
shareholder in the United States and does not address non-U.S. shareholders who are present in the United States for 183
days or more during the taxable year. The tax consequences to a non-U.S. shareholder entitled to claim the benefits of an
applicable tax treaty may be different from those described herein. Non-U.S. shareholders should consult their tax advisers
with respect to the particular tax consequences to them of an investment in a Fund.
Withholding. Dividends paid by a Fund to non-U.S. shareholders will be subject to withholding tax at a 30% rate or a reduced
rate specified by an applicable income tax treaty to the extent derived from investment income (other than “qualified
interest income” or “qualified short-term capital gains,” as described below). In order to obtain a reduced rate of withholding,
a non-U.S. shareholder will be required to provide an IRS Form W-8BEN (or substitute form) certifying its entitlement to
benefits under a treaty. The withholding tax does not apply to regular dividends paid to a non-U.S. shareholder who provides
an IRS Form W-8ECI, certifying that the dividends are effectively connected with the non-U.S. shareholder’s conduct of a
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trade or business within the United States. Instead, the effectively connected dividends will be subject to regular U.S. income
tax as if the non-U.S. shareholder were a U.S. shareholder. A non-U.S. corporation’s earnings and profits attributable to
such dividends may also be subject to additional “branch profits tax” imposed at a rate of 30% (or lower treaty rate).
A non-U.S. shareholder who fails to provide an IRS Form W-8BEN or other applicable form may be subject to backup withholding
at the appropriate rate. See the discussion of backup withholding under “Miscellaneous” above.
Exemptions from Withholding. In general, federal income tax will not apply to gain realized on the sale or other disposition
of Shares or to any Fund distributions reported as capital gain dividends, short-term capital gain dividends, or interest-related
dividends.
“Short-term capital gain dividends” are dividends that are attributable to “qualified short-term gain” a Fund realizes (generally,
the excess of a Fund’s net short-term capital gain over long-term capital loss for a taxable year, computed with certain
adjustments). “Interest-related dividends” are dividends that are attributable to “qualified net interest income” from U.S.
sources. Depending on its circumstances, a Fund may report all, some or none of its potentially eligible dividends as short-term
capital gain dividends and interest-related dividends and/or treat such dividends, in whole or in part, as ineligible for this
exemption from withholding. To qualify for the exemption, a non-U.S. shareholder will need to comply with applicable
certification requirements relating to its non-U.S. status (including, in general, furnishing an IRS Form W-8BEN or substitute
form). In the case of shares held through an intermediary, the intermediary may withhold even if a Fund designates the
payment as a short-term capital gain dividend or an interest-related dividend. Non-U.S. shareholders should contact their
intermediaries with respect to the application of these rules to their accounts.
Foreign Account Tax Compliance Act (“FATCA”). Under FATCA, “foreign financial institutions” (“FFIs”) or “non-financial
foreign entities” (“NFFEs”) that are Fund shareholders may be subject to a generally nonrefundable 30% withholding tax
on (1) income dividends, and (2) certain capital gain distributions and the proceeds of a redemption of Shares a Fund pays
after December 31, 2018. As discussed more fully in the Funds’ SAI under “Taxes,” the FATCA withholding tax generally
can be avoided (a) by an FFI, if it reports certain information regarding direct and indirect ownership of financial accounts
U.S. persons hold with the FFI and (b) by an NFFE, if it certifies as such and, in certain circumstances, that (i) it has no substantial
U.S. persons as owners or (ii) it does have such owners and reports information relating to them to the withholding agent.
The U.S. Treasury has negotiated intergovernmental agreements (“IGAs”) with certain countries and is in various stages of
negotiations with other foreign countries with respect to one or more alternative approaches to implement FATCA; entities
in those countries may be required to comply with the terms of the IGA instead of Treasury regulations. Non-U.S. shareholders
should consult their own tax advisers regarding the application of these requirements to their own situation and the impact
thereof on their investment in a Fund.
More information about taxes is in the Funds’ SAI.

ADDITIONAL INFORMATION

The Trust enters into contractual arrangements with various parties, which may include, among others, the Funds' investment
adviser, custodian, and transfer agent, who provide services to the Funds. Shareholders are not parties to any such contractual
arrangements and are not intended beneficiaries of those contractual arrangements, and those contractual arrangements
are not intended to create in any shareholder any right to enforce them against the service providers or to seek any remedy
under them against the service providers, either directly or on behalf of the Trust.

This Prospectus provides information concerning the Funds that you should consider in determining whether to purchase
Fund shares. Neither this Prospectus nor the SAI is intended, or should be read, to be or give rise to an agreement or contract
between the Trust or the Funds and any investor, or to give rise to any rights in any shareholder or other person other than
any rights under federal or state law that may not be waived.

INDEX LICENSORS

Barclays Index. The Direxion Daily Total Bond Market Bear 1X Shares, (collectively “the Fund),” is/are not sponsored, endorsed,
sold or promoted by Barclays Capital. Barclays Capital makes no representation or warranty, express or implied, to the
owners of the Fund or any member of the public regarding the advisability of investing in securities generally or in the
Fund particularly or the ability of the Barclays Capital Index to track general bond market performance. Barclays Capital’s
only relationship to Direxion and the Fund is/are the licensing of the Barclays Capital Index which is determined, composed
and calculated by Barclays Capital without regard to Direxion or the Fund. Barclays Capital has no obligation to take the
needs of Direxion, the Fund or the owners of the Fund into consideration in determining, composing or calculating the
Barclays Capital Index. Barclays Capital is not responsible for and has not participated in the determination of the timing
of, prices at, or quantities of the Fund to be issued. Barclays Capital has no obligation or liability in connection with the
administration, marketing or trading of the Fund.

BARCLAYS CAPITAL SHALL HAVE NO LIABILITY TO LICENSEE OR TO THIRD PARTIES FOR THE QUALITY, ACCURACY AND/OR
COMPLETENESS OF THE INDEX OR ANY DATA INCLUDED THEREIN OR FOR INTERRUPTIONS IN THE DELIVERY OF THE INDEX.
BARCLAYS CAPITAL MAKES NO WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY LICENSEE, OWNERS
OF THE FUND(S) OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE INDEX OR ANY DATA INCLUDED THEREIN IN
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CONNECTION WITH THE RIGHTS LICENSED HEREUNDER OR FOR ANY OTHER USE. BARCLAYS CAPITAL MAKES NO EXPRESS
OR IMPLIED WARRANTIES, AND HEREBY EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE WITH RESPECT TO THE INDEX OR ANY DATA INCLUDED THEREIN. BARCLAYS CAPITAL
SHALL NOT BE LIABLE FOR ANY DAMAGES, INCLUDING, WITHOUT LIMITATION, ANY INDIRECT OR CONSEQUENTIAL DAMAGES,
RESULTING FROM THE USE OF THE INDEX OR ANY DATA INCLUDED THEREIN.

CSI 300 Index. The CSI 300 Index is calculated by China Securities Index Company (“CSI”). CSI does not make any warranties,
express or implied, to any of their customers or anyone else regarding the accuracy or completeness of any data related
to the CSI 300 Index. All information is provided for informational purposes only. CSI accepts no liability for any errors or
any loss arising from the use of information.

FTSE Index. FTSE International Limited (“FTSE”) is an independent company whose sole business is the creation and management
of indexes and associated data services. FTSE calculates more than 60,000 indexes daily, including more than 600 real-time
indexes. “FTSETM” is a trademark owned by the London Stock Exchange Group companies (“LSEG”) and is used by FTSE
under license. FTSE is not affiliated with the Direxion Daily Greece Bear 1X Shares, the Adviser, the Distributor or any of
their respective affiliates. The Adviser has entered into a license agreement with FTSE to use the FTSE/ATHEX Custom Capped
Index (the “FTSE Index”). FTSE has no obligation to continue to provide the FTSE Index to the Funds beyond the term of
the license agreement. The Funds are not in any way sponsored, endorsed, sold or promoted by FTSE or by LSEG (together
the “Licensor Parties”) and none of the Licensor Parties make any warranty or representation whatsoever, expressly or
impliedly, either as to the results to be obtained from the use of the FTSE Index and/or the figure at which the said FTSE
Index stands at any particular time on any particular day or otherwise. The Licensor Parties make no representation or
warranty, express or implied, to the owners of shares of the Funds or any member of the public regarding the advisability
of trading in the Funds. The FTSE Index are compiled and calculated by FTSE. None of the Licensor Parties shall be liable
(whether in negligence or otherwise) to any person for any error in the Index and none of the Licensor Parties shall be
under any obligation to advise any person of any error therein. FTSE®, FT-SE®, Footsie®, FTSE4Good® and techMARK® are
trademarks of the Exchange and FT and are used by FTSE under license. All-World®, All-Share® and All-Small® are trademarks
of FTSE.

ISE Index. International Securities Exchange, LLC (“Licensor”), ISE Cyber Security Index (“Index”) are trademarks of Licensor
and have been licensed for use for certain purposes by the Direxion Shares ETF Trust. Direxion Daily Cyber Security & IT
Bear 1X Shares are not sponsored, endorsed, sold or promoted by Licensor, and Licensor makes no representation regarding
the advisability of trading in such products.

MSCI Index. The underlying indices for the Direxion Daily Total Market Bear 1X Shares and the Direxion Daily MSCI China
A Bear 1X Shares are the MSCI US Broad Market Index and the MSCI China A International Index, respectively. The Funds
are not sponsored, endorsed, sold or promoted by Morgan Stanley Capital International Inc. (“MSCI”), any of its affiliates,
any of its information providers or any other third party involved in, or related to, compiling, computing or creating any
MSCI Index (collectively, the “MSCI Parties”). The MSCI Indexes are the exclusive property of MSCI. MSCI and the MSCI Index
names are service marks of MSCI or its affiliates and have been licensed for use for certain purposes by the Trust. None of
the MSCI Parties makes any representation or warranty, express or implied, to the issuer or shareholders of the Funds or
any other person or entity regarding the advisability of investing in funds generally or in the Funds particularly or the
ability of any MSCI Index to track corresponding stock market performance. MSCI or its affiliates are the licensors of certain
trademarks, service marks and trade names and of the MSCI Indexes which are determined, composed and calculated by
MSCI without regard to the Funds or the issuer or shareholders of the Funds or any other person or entity into consideration
in determining, composing or calculating the MSCI Indexes. None of the MSCI Parties is responsible for or has participated
in the determination of the timing of, prices at, or quantities of the Funds to be issued or in the determination or calculation
of the equation by or the consideration into which the Funds are redeemable. Further, none of the MSCI Parties has any
obligation or liability to the issuer or owners of these Funds or any other person or entity in connection with the administration,
marketing or offering of the Funds.

Although MSCI shall obtain information for inclusion in or for use in the calculation of the MSCI Indexes from sources that
MSCI considers reliable, none of the MSCI Parties warrants or guarantees the originality, accuracy and/or the completeness
of any MSCI Index or any data included therein. None of the MSCI Parties makes any warranty, express or implied, as to
results to be obtained by the issuer of the Funds, shareholders of the Funds, or any other person or entity, from the use
of any MSCI Index or any data included therein. None of the MSCI Parties shall have any liability for any errors, omissions
or interruptions of or in connection with any MSCI Index or any data included therein. Further, none of the MSCI Index or
any data included therein. Further, none of the MSCI Parties makes any express or implied warranties of any kind, and the
MSCI Parties hereby expressly disclaim all warranties of merchantability and fitness for a particular purpose, with respect
to each MSCI Index and any data included therein. Without limiting any of the foregoing, in no event shall any of the
MSCI Parties have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost
profits) even if notified of the possibility of such damages. No purchaser, seller or holder of this security, product or fund,
or any other person or entity, should use or refer to any MSCI trade name, trademark or service mark to sponsor, endorse,
market or promote this security without first contacting MSCI to determine whether MSCI’s permission is required. Under
no circumstances may any person or entity claim any affiliation with MSCI without the prior written permission of MSCI.
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NYSE Indicies. Neither the Trust nor the Fund(s) are sponsored, endorsed, sold or promoted by NYSE EURONEXT or its affiliates
(“NYSE EURONEXT”). NYSE EURONEXT makes no representation or warranty regarding the advisability of investing in securities
generally, in the Fund(s) particularly, or the ability of the Dynamic Pharmaceutical Intellidex Index, NYSE 7-10 Year Treasury
Bond Index and the NYSE 20 Year Plus Treasury Bond Index (“NYSE Indicies”) to track general stock market performance.

NYSE EURONEXT MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND HEREBY EXPRESSLY DISCLAIMS ALL WARRANTIES
OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE WITH RESPECT TO THE NYSE INDICES OR ANY DATA INCLUDED
THEREIN. IN NO EVENT SHALL NYSE EURONEXT HAVE ANY LIABILITY FOR ANY SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL
DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES.

Russell Indices. The Russell 1000® Index and Russell 2000® Index (collectively, the Russell Indices”) are trademarks of Frank
Russell Company (“Russell”) and have been licensed for use by the Trust. None of the Funds in the Trust are sponsored,
endorsed, sold or promoted by Russell. Russell makes no representation or warranty, express or implied, to the owners of
the Trust or any member of the public regarding the advisability of investing in securities generally or in the Trust particularly
or the ability of the Russell Indices to track general stock market performance or a segment of the same. Russell’s publication
of the Russell Indices in no way suggests or implies an opinion by Russell as to the advisability of investment in any or all
of the securities upon which the Russell Indices is/are based. Russell’s only relationship to the Trust is the licensing of certain
trademarks and trade names of Russell and of the Russell Indices which is determined, composed and calculated by Russell
without regard to the Trust or any of its Funds. Russell is not responsible for and has not reviewed the Trust or any of its
Funds nor any associated literature or publications and Russell makes no representation or warranty express or implied as
to their accuracy or completeness, or otherwise. Russell reserves the right, at any time and without notice, to alter, amend,
terminate or in any way change the Russell Indices. Russell has no obligation or liability in connection with the administration,
marketing or trading of the Funds.

RUSSELL DOES NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE RUSSELL INDICIES OR ANY DATA
INCLUDED THEREIN AND RUSSELL SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS, OR INTERRUPTIONS THEREIN.
RUSSELL MAKES NO WARRANTY, EXPRESS OF IMPLIED, AS TO RESULTS TO BE OBTAINED BY THE TRUST, INVESTORS, OWNERS
OF THE FUNDS, OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE RUSSELL INDICIES OR ANY DATA INCLUDED
THEREIN. RUSSELL MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND EXPRESSLY DISCLAIMS ALL WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE WITH RESPECT TO THE RUSSELL INDICIES OR ANY
DATA INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT SHALL RUSSELL HAVE ANY LIABILITY
FOR ANY SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF
THE POSSIBILITY OF SUCH DAMAGES.

SME Index. The SME-ChiNext 100 Index is developed by the Shenzhen Securities Information Co., Ltd (“SSI”). SSI does not
make any warranties, express or implied, to any of their customers or anyone else regarding the accuracy or completeness
of any data related to the SME-ChiNext 100 Index.

Standard and Poor’s Indices. The S&P U.S. Corporate Bond Index, S&P National AMT-Free Municipal Bond Index, S&P Biotechnology
Select Industry Index and the Health Care Select Sector Index (collectively, the “S&P Indices”) is/are products of S&P Dow
Jones Indices LLC (“SPDJI”), and has/have been licensed for use by the Trust. Standard & Poor’s®, S&P® and S&P 500® are
registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); Dow Jones® is a registered trademark of Dow
Jones Trademark Holdings LLC (“Dow Jones”); and these trademarks have been licensed for use by SPDJI and sublicensed
for certain purposes by the Trust. The Funds are not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, any
of their respective affiliates (collectively, “S&P Dow Jones Indices”). S&P Dow Jones Indices makes no representation or
warranty, express or implied, to the owners of the Funds or any member of the public regarding the advisability of investing
in securities generally or in the Funds particularly or the ability of the S&P Indices to track general market performance.
S&P Dow Jones Indices’ only relationship to the Trust with respect to the S&P Indices is the licensing of such Index(es) and
certain trademarks, service marks and/or trade names of S&P Dow Jones Indices or its licensors. The S&P Indices is/are determined,
composed and calculated by S&P Dow Jones Indices without regard to the Trust or the Funds. S&P Dow Jones Indices have
no obligation to take the needs of the Trust or the owners of the Funds into consideration in determining, composing or
calculating the S&P Indices. S&P Dow Jones Indices is not responsible for and has not participated in the determination of
the prices, and amount of the Funds or the timing of the issuance or sale of the Funds or in the determination or calculation
of the equation by which the Funds are to be converted into cash, surrendered or redeemed, as the case may be. S&P Dow
Jones Indices has no obligation or liability in connection with the administration, marketing or trading of the Funds. There
is no assurance that investment products based on the S&P Indices will accurately track index performance or provide positive
investment returns. S&P Dow Jones Indices LLC is not an investment advisor. Inclusion of a security within an index is not
a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be investment advice.
Notwithstanding the foregoing, CME Group Inc. and its affiliates may independently issue and/or sponsor financial products
based on the S&P 500 Index and other S&P proprietary indices unrelated to the Funds currently being issued by the Trust,
but which may be similar to and competitive with the Funds. CME Group Inc. is an indirect shareholder of S&P Dow Jones
Indices LLC.

S&P DOW JONES INDICES DOES NOT GUARANTEE THE ADEQUACY, ACCURACY, TIMELINESS AND/OR THE COMPLETENESS
OF THE S&P INDICES OR ANY DATA RELATED THERETO OR ANY COMMUNICATION, INCLUDING BUT NOT LIMITED TO, ORAL
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OR WRITTEN COMMUNICATION (INCLUDING ELECTRONIC COMMUNICATIONS) WITH RESPECT THERETO. S&P DOW JONES
INDICES SHALL NOT BE SUBJECT TO ANY DAMAGES OR LIABILITY FOR ANY ERRORS, OMISSIONS, OR DELAYS THEREIN. S&P
DOW JONES INDICES MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND EXPRESSLY DISCLAIMS ALL WARRANTIES, OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE OR AS TO RESULTS TO BE OBTAINED BY THE TRUST,
OWNERS OF THE FUNDS, OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE S&P U.S. CORPORATE BOND INDEX,
S&P NATIONAL AMT-FREE MUNICIPAL BOND INDEX, S&P BIOTECHNOLOGY SELECT INDUSTRY INDEX AND THE HEALTH CARE
SELECT SECTOR INDEX OR WITH RESPECT TO ANY DATA RELATED THERETO. WITHOUT LIMITING ANY OF THE FOREGOING,
IN NO EVENT WHATSOEVER SHALL S&P DOW JONES INDICES BE LIABLE FOR ANY INDIRECT, SPECIAL, INCIDENTAL, PUNITIVE,
OR CONSEQUENTIAL DAMAGES INCLUDING BUT NOT LIMITED TO, LOSS OF PROFITS, TRADING LOSSES, LOST TIME OR GOODWILL,
EVEN IF THEY HAVE BEEN ADVISED OF THE POSSIBLITY OF SUCH DAMAGES, WHETHER IN CONTRACT, TORT, STRICT LIABILITY,
OR OTHERWISE. THERE ARE NO THIRD PARTY BENEFICIARIES OF ANY AGREEMENTS OR ARRANGEMENTS BETWEEN S&P
DOW JONES INDICES AND THE TRUST, OTHER THAN THE LICENSORS OF S&P DOW JONES INDICES.
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PREMIUM/DISCOUNT INFORMATION

ETFs are bought and sold on exchanges continually throughout each trading day. The transaction prices for shares are
based on current market supply and demand and may be higher (premium) or lower (discount) than the NAV per share
of the Fund. As such, shareholders may pay more than NAV when purchasing Fund shares and receive less than NAV when
redeeming those shares. The tables below provide information regarding the number of days each Fund traded at a premium
or discount to its NAV for the calendar year ended December 31, 2015, or if the Fund has not been operational for the full
calendar year, from the Fund’s inception date to December 31, 2015.

Direxion Daily 20+ Year Treasury Bear 1X Shares

Premium/Discount Range
Number of

Trading Days
% of Total
Trade Days

1.00% or more 32 12.80%
0.75% to 0.999% 9 3.60%
0.50% to 0.749% 19 7.60%
0.25% to 0.499% 28 11.20%
0.00% to 0.249% 55 22.00%

-0.001% to -0.249% 50 20.00%
-0.25% to -0.499% 35 14.00%
-0.50% to -0.749% 3 1.20%
-0.75% to -0.999% 8 3.20%
-1.00% or more 11 4.40%

250 100.00%

Direxion Daily 7-10 Year Treasury Bear 1X Shares

Premium/Discount Range
Number of

Trading Days
% of Total
Trade Days

1.00% or more 4 1.60%
0.75% to 0.999% 13 5.20%
0.50% to 0.749% 14 5.60%
0.25% to 0.499% 29 11.60%
0.00% to 0.249% 58 23.20%

-0.001% to -0.249% 47 18.80%
-0.25% to -0.499% 36 14.40%
-0.50% to -0.749% 21 8.40%
-0.75% to -0.999% 8 3.20%
-1.00% or more 20 8.00%

250 100.00%

Direxion Daily Total Market Bear 1X Shares

Premium/Discount Range
Number of

Trading Days
% of Total
Trade Days

1.00% or more 48 19.05%
0.75% to 0.999% 21 8.33%
0.50% to 0.749% 29 11.51%
0.25% to 0.499% 49 19.44%
0.00% to 0.249% 51 20.24%

-0.001% to -0.249% 22 8.73%
-0.25% to -0.499% 11 4.37%
-0.50% to -0.749% 10 3.97%
-0.75% to -0.999% 6 2.38%
-1.00% or more 4 1.59%

252 100.00%

Direxion Daily Total Bond Market Bear 1X Shares

Premium/Discount Range
Number of

Trading Days
% of Total
Trade Days

1.00% or more 11 4.40%
0.75% to 0.999% 1 0.40%
0.50% to 0.749% 8 3.20%
0.25% to 0.499% 16 6.40%
0.00% to 0.249% 37 14.80%

-0.001% to -0.249% 71 28.40%
-0.25% to -0.499% 70 28.00%
-0.50% to -0.749% 26 10.40%
-0.75% to -0.999% 9 3.60%
-1.00% or more 0 0.00%

250 100.00%

Direxion Daily CSI 300 China A Share Bear 1X Shares

Premium/Discount Range
Number of

Trading Days
% of Total
Trade Days

1.00% or more 16 11.43%
0.75% to 0.999% 5 3.57%
0.50% to 0.749% 15 10.71%
0.25% to 0.499% 11 7.86%
0.00% to 0.249% 26 18.57%

-0.001% to -0.249% 30 21.43%
-0.25% to -0.499% 20 14.29%
-0.50% to -0.749% 12 8.57%
-0.75% to -0.999% 2 1.43%
-1.00% or more 3 2.14%

140 100.00%

Direxion Daily S&P Biotech Bear 1X Shares

Premium/Discount Range
Number of

Trading Days
% of Total
Trade Days

1.00% or more 5 22.73%
0.75% to 0.999% 2 9.09%
0.50% to 0.749% 2 9.09%
0.25% to 0.499% 2 9.09%
0.00% to 0.249% 3 13.64%

-0.001% to -0.249% 2 9.09%
-0.25% to -0.499% 1 4.55%
-0.50% to -0.749% 0 0.00%
-0.75% to -0.999% 1 4.55%
-1.00% or more 4 18.18%

22 100.00%

149



1301 Avenue of the Americas (6th Avenue), 35th Floor New York, New York 10019 866-476-7523

M O R E I N F O R M AT I O N O N T H E D I R E X I O N S H A R E S E T F T R U S T

Statement of Additional Information (“SAI”):

The Funds' SAI contains more information on each Fund and its investment policies.
The SAI is incorporated in this Prospectus by reference (meaning it is legally part
of this Prospectus). A current SAI is on file with the Securities and Exchange Commission
(“SEC”).

Annual and Semi-Annual Reports to Shareholders:

The Funds' reports will provide additional information on the Funds' investment
holdings,performancedataanda letterdiscussingthemarketconditionsand investment
strategies that significantly affected the Funds' performance during that period.

To Obtain the SAI or Fund Reports Free of Charge:

Write to: Direxion Shares ETF Trust
1301 Avenue of the Americas (6th Avenue), 35th Floor
New York, New York 10019

Call: 866-476-7523
By Internet: www.direxioninvestments.com

These documents and other information about the Funds can be reviewed and copied
at the SEC Public Reference Room in Washington, D.C. Information on the operation
of the Public Reference Room may be obtained by calling the SEC at (202) 551-8090.
Reportsandother informationabouttheFundsmaybeviewedonscreenordownloaded
from the EDGAR Database on the SEC’s website at http://www.sec.gov. Copies of
these documents may be obtained, after paying a duplicating fee, by electronic
request at the following e-mail address: publicinfo@sec.gov, or by writing the SEC’s
Public Reference Section, Washington, D.C. 20549-0102.

P R O S P E C T U S

SEC File Number: 811-22201
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