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______________________________________________________________________________ 

 

The Board of Trustees of Mutual Fund Series Trust has concluded that it is in the best interests of 

the Fund and its shareholders that the Fund cease operations.  The Board has determined to close 

the Fund and redeem all outstanding shares on November 3, 2022 (“Liquidation Date”).   

Effective immediately, the Fund will not accept any new investments and may no longer pursue 

its stated investment objective. The Fund will begin liquidating its portfolio and will invest in cash 

equivalents until all shares have been redeemed. Any capital gains will be distributed as soon as 

practicable to shareholders and reinvested in additional shares, unless you have previously 

requested payment in cash. Shares of the Fund are otherwise not available for purchase. 

Current shareholders of the Fund may, consistent with the requirements set forth in the “Exchange 

Privilege” section of the Prospectus, exchange their shares into shares of the same class of other 

funds in the Catalyst Family of Funds at any time prior to the Liquidation Date. 

ANY SHAREHOLDERS WHO HAVE NOT REDEEMED OR EXCHANGED THEIR SHARES 

OF THE FUND PRIOR TO THE LIQUIDATION DATE WILL HAVE THEIR SHARES 

AUTOMATICALLY REDEEMED AS OF THAT DATE, AND PROCEEDS WILL BE SENT 

TO THE ADDRESS OR ACCOUNT OF RECORD.  If you have questions or need assistance, 

please contact the Fund at 1-866-447-4228. 

IMPORTANT INFORMATION FOR RETIREMENT PLAN INVESTORS 

If you are a retirement plan investor, you should consult your tax advisor regarding the 

consequences of a redemption of Fund shares.  If you receive a distribution from an Individual 

Retirement Account or a Simplified Employee Pension (SEP) IRA, you must roll the proceeds into 

another Individual Retirement Account within sixty (60) days of the date of the distribution in 

order to avoid having to include the distribution in your taxable income for the year.  If you receive 

a distribution from a 403(b)(7) Custodian Account (Tax-Sheltered account) or a Keogh Account, 

you must roll the distribution into a similar type of retirement plan within sixty (60) days in order 

to avoid disqualification of your plan and the severe tax consequences that it can bring.  If you are 

the trustee of a Qualified Retirement Plan, you may reinvest the money in any way permitted by 

the plan and trust agreement. 

 



You should read this Supplement in conjunction with the Prospectus, the Summary Prospectus 

and the Statement of Additional Information for the Fund, each dated November 1, 2021, as 

supplemented, which provide information that you should know about the Fund before 

investing. These documents are available upon request and without charge by calling the Fund 

toll-free at 1-866-447-4228 or by writing to 4221 North 203rd Street, Suite 100, Elkhorn, 

Nebraska 68022. 

 

Please retain this Supplement for future reference. 



 

 

 

MUTUAL FUND SERIES TRUST 

 

Catalyst Interest Rate Opportunity Fund 

(formerly, the “Catalyst/Stone Beach Income Opportunity Fund”) 

Class A: IOXAX       Class C: IOXCX       Class I: IOXIX 

(the “Fund”) 

 

 

July 6, 2022 

 

This information supplements certain disclosures contained in the Prospectus, Summary 

Prospectus and Statement of Additional Information for the Fund, each dated November 1, 2021, 

as supplemented. 

 ____________________________________________________________________ 

 

Ed Smith is no longer a portfolio manager of the Fund. All references to Mr. Smith are hereby 

deleted in their entirety. 

 

* * * * * 

You should read this Supplement in conjunction with the Prospectus, Summary Prospectus and 

the Statement of Additional Information for the Fund, each dated November 1, 2021, as 

supplemented, which provide information that you should know about the Fund before 

investing. These documents are available upon request and without charge by calling the Fund 

toll-free at 1-866-447-4228 or by writing to 4221 North 203rd Street, Suite 100, Elkhorn, 

Nebraska 68022. 

 

Please retain this Supplement for future reference. 



 

MUTUAL FUND SERIES TRUST 

 

Catalyst/Stone Beach Income Opportunity Fund 

Class A: IOXAX       Class C: IOXCX       Class I: IOXIX 

(the “Fund”) 

 

 

June 1, 2022 

 

This information supplements certain disclosures contained in the Summary Prospectus and 

Prospectus for the Fund, each dated November 1, 2021. 

 ____________________________________________________________________ 

 

Effective June 15, 2022, the Fund’s name is changing to “Catalyst Interest Rate Opportunity 

Fund”.    

  

Effective June 15, 2022, Wynkoop, LLC (“Wynkoop”) replaces Stone Beach Investment 

Management, LLC (“Stone Beach”) as the sub-advisor of the Fund.  Leland Abrams, Principal and 

Portfolio Manager of Wynkoop replaces David Lysenko as Portfolio Manager of the Fund.  Ed 

Smith will continue to serve as Portfolio Manager to the Fund. Accordingly, all references to Stone 

Beach and David Lysenko are deleted in their entirety from the Prospectus. 

 

The following changes to the Prospectus are effective June 15, 2022:  

 

The first three paragraphs under the section of the Fund’s Prospectus entitled “FUND 

SUMMARY: Stone Beach Income Opportunity Fund – Principal Investment Strategies” are 

replaced with the following: 

 

The Fund seeks to deliver monthly dividend income derived from its investments 

in agency mortgage-backed securities (“MBS”). The Fund will likely invest in securities 

that may have negative duration, meaning the value of some of its investments may go up 

when interest rates rise.  Additionally, the Fund will seek to be tactical in its approach to 

investing so that it is not overly exposed to interest rate in one direction or another by 

buying a variety of agency MBS interest only securities, agency MBS inverse interest only 

securities, and agency collateralized mortgage obligations (“CMOs”).  The Fund employs 

an actively managed strategy that seeks to take advantage of market inefficiencies and 

opacity in these over-the-counter markets.  There is no guarantee that the Fund will be 

successful in maintaining its value in a rising rate or declining rate environment.   

The Fund may purchase securities on a when-issued, delayed delivery or forward 

commitment basis. The Fund may purchase or sell forward contracts in agency MBS pass-



through securities via the To Be Announced (“TBA”) market. The Fund may utilize 

repurchase agreements and reverse repurchase agreements for cash management purposes. 

The Fund may invest up to 15% of its net assets in securities that have legal or 

contractual restrictions on resale or are otherwise illiquid. The Fund may invest in 

securities of any maturity or duration. In managing the Fund’s investments, the Fund’s 

investment sub-advisor, Wynkoop, LLC (the “Sub-Advisor”), seeks to construct an 

investment portfolio with a weighted average maturity that ranges between 1 and 30 years 

and a weighted average effective duration that ranges between -9 and 9 years. Duration is 

a measure of the expected life of a fixed income instrument that is used to determine the 

sensitivity of a security’s price to changes in interest rates. Effective duration is a measure 

of the Fund’s portfolio duration adjusted for the anticipated effect of interest rate changes 

on bond and mortgage pre-payment rates. The longer a security’s duration, the more 

sensitive it will be to changes in interest rates.  The more sensitive a security is to changes 

in interest rates, the higher its volatility risk. For example, if a bond has a duration of 5 

years, a 1% rise in rates would result in a 5% decline in share price.  If a bond has a duration 

of 10 years, a 1% rise in interest rates would result in a 10% decline in share price. Unique 

to the residential MBS market are securities, such as interest-only securities, and related 

derivatives, that have “negative duration.” This means that these instruments normally 

move up with positive changes in interest rates, the opposite of most other debt instruments. 

This generally allows some portion of the portfolio’s market risk to be hedged with a 

purchase, rather than a short sale, and realize positive cash flows on the hedge. The maturity 

and effective duration of the Fund’s investment portfolio may vary materially from its 

target, from time to time, and there is no assurance that the maturity or effective duration 

of the Fund’s investment portfolio will not exceed its target. 

 

The section of the Fund’s Prospectus and Summary Prospectus entitled “FUND 

SUMMARY: Catalyst Stone Beach Income Opportunity Fund - Sub-Advisor” is deleted and 

replaced with the following: 

 

Sub-Advisor:  Wynkoop, LLC serves as the Fund’s sub-advisor. 

 

The section of the Fund’s Prospectus and Summary Prospectus entitled “FUND 

SUMMARY: Catalyst Stone Beach Income Opportunity Fund - Portfolio Managers” is 

deleted and replaced with the following: 

 

Portfolio Managers:  Leland Abrams, Principal and Portfolio Manager of the Sub-Advisor 

and Ed Smith, Portfolio Manager and Consultant of the Sub-Advisor, serve as the Fund’s 

portfolio managers.  Mr. Abrams is the Lead Portfolio Manager of the Fund.  Mr. Abrams 

and Mr. Smith have served the Fund as a portfolio manager since 2022 and 2014, 

respectively. 

 

The twentieth through twenty third paragraphs under the section of the Fund’s Prospectus 

entitled “ADDITIONAL INFORMATION ABOUT THE FUNDS’ PRINCIPAL 

INVESTMENT STRATEGIES AND RELATED RISKS – PRINCIPAL INVESTMENT 

STRATEGIES” are replaced with the following: 

 



The Fund seeks to deliver monthly dividend income derived from its investments in agency 

mortgage-backed securities (“MBS”). The Fund will likely invest in securities that may 

have negative duration, meaning the value of some of its investments may go up when 

interest rates rise.  Additionally, the fund will seek to be tactical in its approach to investing 

so that it is not overly exposed to interest rate in one direction or another by buying a variety 

of agency MBS interest only securities, agency MBS inverse interest only securities, and 

agency Collateralized Mortgage Obligations (CMOs).  The Fund employs an actively 

managed strategy that seeks to take advantage of market inefficiencies and opacity in these 

over-the-counter markets.  There is no guarantee that the Fund will be successful in 

maintaining its NAV in a rising rate or declining rate environment.   

 

The Fund may purchase securities on a when-issued, delayed delivery or forward 

commitment basis. The Fund may purchase or sell forward contracts in agency MBS pass-

through securities via the To Be Announced (“TBA”) market. The Fund may utilize 

repurchase agreements and reverse repurchase agreements for cash management purposes. 

 

The Fund may invest up to 15% of its net assets in securities that have legal or contractual 

restrictions on resale or are otherwise illiquid. The Fund may invest in securities of any 

maturity or duration. In managing the Fund’s investments, the Fund’s investment sub-

advisor, Wynkoop, LLC (the “Sub-Advisor”), seeks to construct an investment portfolio 

with a weighted average maturity that ranges between 1 and 30 years and a weighted 

average effective duration that ranges between -9 and 9 years. Duration is a measure of the 

expected life of a fixed income instrument that is used to determine the sensitivity of a 

security’s price to changes in interest rates. Effective duration is a measure of the Fund’s 

portfolio duration adjusted for the anticipated effect of interest rate changes on bond and 

mortgage pre-payment rates. The longer a security’s duration, the more sensitive it will be 

to changes in interest rates.  The more sensitive a security is to changes in interest rates, 

the higher its volatility risk. For example, if a bond has a duration of 5 years, a 1% rise in 

rates would result in a 5% decline in share price.  If a bond has a duration of 10 years, a 

1% rise in interest rates would result in a 10% decline in share price. Unique to the 

residential MBS market are securities, such as interest-only securities, and related 

derivatives, that have “negative duration.” This means that these instruments normally 

move up with positive changes in interest rates, the opposite of most other debt instruments. 

This generally allows some portion of the portfolio’s market risk to be hedged with a 

purchase, rather than a short sale, and realize positive cash flows on the hedge. The maturity 

and effective duration of the Fund’s investment portfolio may vary materially from its 

target, from time to time, and there is no assurance that the maturity or effective duration 

of the Fund’s investment portfolio will not exceed its target. 

 

The section of the Fund’s Prospectus entitled “MANAGEMENT OF THE FUNDS - Portfolio 

Manager: Catalyst Stone Beach Income Opportunity Fund” is deleted and replaced with the 

following: 

 

Sub-Advisor: Catalyst Interest Rate Opportunity Fund 

The Fund’s investment sub-advisor is Wynkoop, LLC, headquartered at S. Quebec Street, 

Suite 110, Greenwood Village, CO 80111 (“Wynkoop”). Wynkoop is registered as an 

investment advisor under the Investment Advisers Act of 1940. Wynkoop was founded in 



2009 and is a registered investment advisor providing investment management services to 

pooled investment vehicles. 

Subject to the oversight and approval of the Advisor, Wynkoop is primarily responsible for 

the day-to-day management of the Catalyst Interest Rate Opportunity Fund’s portfolio. In 

addition, Wynkoop is responsible for maintaining certain transaction and compliance 

related records of the Catalyst Interest Rate Opportunity Fund. As compensation for the 

sub-advisory services it provides to the Catalyst Interest Rate Opportunity Fund, the 

Advisor pays Wynkoop 50% of the net management fees that the Advisor receives from 

the Catalyst Interest Rate Opportunity Fund. 

Portfolio Managers – Catalyst Interest Rate Opportunity Fund 

Leland Abrams and Ed Smith are primarily responsible for the day-to-day management of 

the Interest Rate Opportunity Fund’s portfolio. Mr. Abrams serves as the Lead Portfolio 

Manager of the Fund. 

Leland Abrams – Principal and Portfolio Manager of the Sub-Advisor  

Mr. Abrams is portfolio manager and principal of Wynkoop since September 2016 and has 

been responsible for the day-to-day management of the Fund since 2018.  Prior to joining 

Wynkoop, Mr. Abrams was the RMBS Sector Manager of Candlewood Investment Group 

from 2010 – 2016, a non-agency mortgage and esoteric asset backed securities trader and 

credit analyst at United Capital Markets, Inc. from 2008 to 2010; and Credit Analyst and 

Trader at Dresdner Bank, AG (Dresdner Kleinwort Wasserstein) from 2005 to 2008.  Mr. 

Abrams holds a B.A. in Economics from Bucknell University. Mr. Abrams served on the 

Board of Directors of Front Yard Residential Corp, a public REIT headquartered in 

Christianstead, VI from May 2019 to January 2021.   

Edward Smith, Portfolio Manager and Consultant of the Sub-Advisor 

Mr. Smith has been a Portfolio Manager and consultant since 2022. Mr. Smith is also a 

Principal and Portfolio Manager of Stone Beach Investment Management, LLC since 2011. 

From 2009 to 2010, Mr. Smith served as an independent management consultant. From 

2005 to 2009, Mr. Smith was a Portfolio Manager of Providence Investment Management 

LLC, a MBS hedge fund manager, and, during his tenure with Providence, he served as 

Portfolio Manager and Head of Liability Management of American Capital Agency Corp., 

a publicly traded mortgage REIT.  Between 2000 and 2005, Mr. Smith was a Portfolio 

Manager for Watch Hill Investment Partners, a MBS hedge fund manager.  From 1995 to 

1999, Mr. Smith was a Managing Director in MBS Sales at Merit Capital. Prior to that, 

from 1993 to 1994, he was a Vice President of MBS Sales at Nikko Securities.  Mr. Smith 

began his career in the MBS markets working as a derivative trader at Prudential Securities 

between 1990 and 1993. 

The section of the Fund’s Prospectus entitled “MANAGEMENT OF THE FUNDS - 

Advisory Fees” is revised to add the following as the last sentence of the fifth paragraph of 

that section: 

 



The Trust’s annual report to shareholders for the period ended June 30, 2022, when 

available, will contain discussions regarding the basis of the Board of Trustees’ approval 

of the sub-advisory agreement between the Advisor and Wynkoop. 

 

* * * * * 

You should read this Supplement in conjunction with the Prospectus, Summary Prospectus and 

the Statement of Additional Information for the Fund, each dated November 1, 2021, as 

supplemented, which provide information that you should know about the Fund before 

investing. These documents are available upon request and without charge by calling the Fund 

toll-free at 1-866-447-4228 or by writing to 4221 North 203rd Street, Suite 100, Elkhorn, 

Nebraska 68022. 

 

Please retain this Supplement for future reference. 



 

 

Catalyst/Stone Beach Income Opportunity Fund 

Class A: IOXAX       Class C: IOXCX       Class I: IOXIX 

 

SUMMARY PROSPECTUS 

NOVEMBER 1, 2021 

 

 

Before you invest, you may want to review the Fund’s complete prospectus, which contains more 

information about the Fund and its risks. You can find the Fund’s prospectus and other information about 

the Fund at https://catalystmf.com/literature-and-forms/. You can also get this information at no cost by 

calling 1-866-447-4228, emailing info@catalystmf.com or by asking any financial intermediary that 

offers shares of the Fund. The Fund’s prospectus and statement of additional information, both dated 

November 1, 2021 are incorporated by reference into this summary prospectus and may be obtained, free 

of charge, at the website or phone number noted above. 

 

 

 

 

 

 

 

 

 

 

 

https://catalystmf.com/literature-and-forms/
mailto:info@catalystmf.com


1 

FUND SUMMARY:  CATALYST/STONE BEACH INCOME OPPORTUNITY FUND 

Investment Objective:  The Fund’s investment objective is current income. 

Fees and Expenses of the Fund:  This table describes the fees and expenses that you may pay if 

you buy, hold and sell shares of the Fund.  You may pay other fees, such as brokerage 

commissions and other fees to financial intermediaries, which are not reflected in the table 

and Example below. You may qualify for sales charge discounts on purchases of Class A shares 

if you and your family invest, or agree to invest in the future, at least $50,000 in the Fund.  More 

information about these and other discounts is available from your financial professional and is 

included in the section of the Fund’s prospectus entitled How to Buy Shares on page 117 and 

Appendix A – Intermediary-Specific Sales Charge Reductions and Waivers, and in the 

sections of the Fund’s Statement of Additional Information entitled Reduction of Up-Front 

Sales Charge on Class A Shares on page 67 and Waivers of Up-Front Sales Charge on Class 

A Shares on page 68. 

Shareholder Fees 
(fees paid directly from your investment) 

Class 
A 

Class 
C 

Class 
I 

Maximum Sales Charge 
(Load) Imposed on Purchases (as a % of 
offering price)  

4.75% None None 

Maximum Deferred Sales Charge (Load) 
(as a % of the original purchase price) 

1.00%1 None None 

Maximum Sales Charge (Load) Imposed 
on Reinvested Dividends and other 
Distributions 

None None None 

Redemption Fee  None None None 

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

   

Management Fees 1.25% 1.25% 1.25% 

Distribution and Service (12b-1) Fees 0.25% 1.00% 0.00% 

Other Expenses 0.68% 0.68% 0.68% 

     Interest/Dividend Expense    0.02%    0.02%    0.02% 

     Remaining Other Expenses    0.66%    0.66%    0.66% 

Acquired Fund Fees and Expenses2 0.02% 0.02% 0.02% 

Total Annual Fund Operating Expenses 2.20% 2.95% 1.95% 

Fee Waiver and/or Expense Reimbursement 3 (0.58)% (0.58)% (0.58)% 

Total Annual Fund Operating Expenses After 
Fee Waiver and/or Expense Reimbursement 

1.62% 2.37% 1.37% 

1 The 1.00% maximum deferred sales charge may be assessed in the case of investments at or above the $1 million breakpoint (where you do not 

pay an initial sales charge) on shares redeemed within two years of purchase. 

2 Acquired Fund Fees and Expenses are the indirect costs of investing in other investment companies.  The total annual fund operating expenses 

in this fee table will not correlate to the expense ratio in the Fund’s financial highlights because the financial statements include only the direct 

operating expenses incurred by the Fund, not the indirect costs of investing in other investment companies.  

3 The advisor has contractually agreed to waive fees and/or reimburse expenses of the Fund to the extent necessary to limit total annual fund 

operating expenses (excluding brokerage costs; borrowing costs such as (a) interest and (b) dividends on securities sold short; taxes; underlying 

fund expenses; and extraordinary expenses, such as regulatory inquiry and litigation expenses) at 1.58%, 2.33% and 1.33% for Class A shares, 
Class C shares and Class I shares, respectively, through October 31, 2022.  This agreement may only be terminated by the Trust’s Board of 

Trustees on 60 days’ written notice to the advisor and upon the termination of the Management Agreement between the Trust and the advisor.  

Fee waivers and expense reimbursements are subject to possible recoupment by the advisor from the Fund in future years on a rolling three-year 
basis (within the three years after the fees have been waived or reimbursed) so long as such recoupment does not cause the Fund’s expense ratio 

(after the repayment is taken into account) to exceed the lesser of: (i) the Fund’s expense limitation at the time such expenses were waived and 

(ii) the Fund’s current expense limitation at the time of recoupment.  
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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 hold or redeem all of your shares at the end of 

those periods.  The Example only accounts for the Fund’s expense limitation in place through its 

expiration period, October 31, 2022, and then depicts the Fund’s total annual expenses thereafter.  

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: 

YEAR Class A Class C Class I 

1 $632 $240 $139 

3 $1,077 $858 $556 

5 $1,548 $1,502 $998 

10 $2,845 $3,230 $2,228 

 

Portfolio Turnover:  The Fund pays transaction costs, such as commissions, when it buys and 

sells securities (or “turns over” its portfolio). A higher portfolio turnover may indicate higher 

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.  The portfolio turnover rate of the Fund for the fiscal year ended June 

30, 2021 was 660% of the average value of its portfolio. 

Principal Investment Strategies: 

The Fund seeks to deliver monthly dividend income derived from its investments in 

mortgage-backed securities (“MBS”), including U.S. agency and non-agency residential MBS, 

commercial mortgage-backed securities (“CMBS”), asset-backed securities (“ABS”) (including 

privately-offered collateralized loans), and real estate investment trusts (“REITs”). The Fund 

also invests in structured notes and total return swaps linked to foreign and domestic bonds, 

foreign and domestic money market funds, foreign and domestic interest rates, changes in 

interest rates, foreign and domestic bond futures, foreign and domestic credit default swaps and 

changes in exchange rates.  U.S. agency MBS in which the Fund may invest include pass 

through and structured securities, such as fixed, floating and inverse floating rate collateralized 

mortgage obligations (“CMOs”) as well as interest-only and principal-only MBS. The Fund 

employs an actively managed hedged strategy that seeks to limit declines in the net asset value of 

the Fund’s portfolio in adverse market conditions. These investments may be made directly or 

through investments in exchange traded funds (“ETFs”).  There is no guarantee that the Fund’s 

hedging strategy will be successful. 

The Fund may purchase securities on a when-issued, delayed delivery or forward 

commitment basis. The Fund may purchase or sell forward contracts in agency MBS pass-

through securities via the To Be Announced (“TBA”) market. The Fund may utilize repurchase 

agreements and reverse repurchase agreements for cash management purposes. 

The Fund does not limit its investments to a particular credit quality and may invest in 

distressed MBS and ABS, and other below investment grade securities (rated below BBB- by 

S&P Global Ratings or the equivalent by Moody’s Investor Service, Inc. or Fitch, Inc., which is 

also known as “junk”) without limitation. The Fund may invest up to 15% of its net assets in 

securities that have legal or contractual restrictions on resale or are otherwise illiquid. The Fund 
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may invest in securities of any maturity or duration. In managing the Fund’s investments, the 

Fund’s investment sub-advisor, Stone Beach Investment Management, LLC (the “Sub-

Advisor”),seeks to construct an investment portfolio with a weighted average maturity that 

ranges between 1 and 10 years and a weighted average effective duration that ranges between -9 

and 9 years. Duration is a measure of the expected life of a fixed income instrument that is used 

to determine the sensitivity of a security’s price to changes in interest rates. Effective duration is 

a measure of the Fund’s portfolio duration adjusted for the anticipated effect of interest rate 

changes on bond and mortgage pre-payment rates. The longer a security’s duration, the more 

sensitive it will be to changes in interest rates.  The more sensitive a security is to changes in 

interest rates, the higher its volatility risk. For example, if a bond has a duration of 5 years, a 1% 

rise in rates would result in a 5% decline in share price.  If a bond has a duration of 10 years, a 

1% rise in interest rates would result in a 10% decline in share price. Unique to the residential 

MBS market are securities, such as interest-only securities, and related derivatives, that have 

“negative duration.” This means that these instruments normally move up with positive changes 

in interest rates, the opposite of most other debt instruments. This generally allows some portion 

of the portfolio’s market risk to be hedged with a purchase, rather than a short sale, and realize 

positive cash flows on the hedge. The maturity and effective duration of the Fund’s investment 

portfolio may vary materially from its target, from time to time, and there is no assurance that the 

maturity or effective duration of the Fund’s investment portfolio will not exceed its target. 

The Sub-Advisor uses a relative value approach to profit from investment opportunities 

within the MBS market. The Sub-Advisor seeks to invest in undervalued securities in order to 

capitalize on price appreciation and superior cash flows. 

The Fund’s investment strategy is derived from the Sub-Advisor’s understanding of the 

dynamics of the housing market, mortgage finance, and other aspects of the economic landscape. 

Each potential investment in the Fund undergoes extensive quantitative and qualitative analysis 

to determine its fit within the portfolio. The analysis includes an assessment of key market 

sensitivity measures and stress-testing to establish how the investment will perform under a 

variety of conditions. The Fund may also implement a hedging strategy, when deemed 

appropriate, that utilizes derivative instruments, including options, futures contracts, fixed 

income swap agreements and other synthetic mortgage-related swap agreements. 

Principal Risks of Investing in the Fund: 

As with any mutual fund, there is no guarantee that the Fund will achieve its objective. 

Investment markets are unpredictable and there will be certain market conditions where the Fund 

will not meet its investment objective and will lose money. The Fund’s net asset value and 

returns will vary and you could lose money on your investment in the Fund and those losses 

could be significant.  

 

The following summarizes the principal risks of investing in the Fund.  These risks could 

adversely affect the net asset value, total return and the value of the Fund and your investment. 

Asset-Backed and Mortgage-Backed Security Risk.  When the Fund invests in asset-

backed securities, mortgage-backed securities or CMOs, the Fund is subject to the risk 

that, if the issuer fails to pay interest or repay principal, the assets backing these securities 

may not be sufficient to support payments on the securities.  
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Mortgage-backed securities represent participating interests in pools of residential 

mortgage loans, some of which are guaranteed by the U.S. government, its agencies or 

instrumentalities.  However, the guarantee of these types of securities relates to the 

principal and interest payments and not the market value of such securities.  In addition, 

the guarantee only relates to the mortgage-backed securities held by a Fund and not the 

purchase of shares of the Fund.  Mortgage-backed securities do not have a fixed maturity 

and their expected maturities may vary when interest rates rise or fall. 

 

Mortgage-backed securities issued or guaranteed by private issuers are also known as 

“non-agency MBS.”  Non-agency MBS generally are a greater credit risk than MBS 

issued by the U.S. government, and the market for non-agency MBS is smaller and may 

be less liquid that the market for government MBS. 

Counterparty Risk.  Counterparty risk is the risk that a counterparty to a financial 

instrument held by the Fund or by a special purpose or structured vehicle invested in by 

the Fund may become insolvent or otherwise fail to perform its obligations, and the Fund 

may obtain no or limited recovery of its investment, and any recovery may be 

significantly delayed. 

Credit Default Swap Risk. Credit default swaps ("CDS") are typically two-party 

financial contracts that transfer credit exposure between the two parties. Under a typical 

CDS, one party (the "seller") receives pre-determined periodic payments from the other 

party (the "buyer"). The seller agrees to make compensating specific payments to the 

buyer if a negative credit event occurs, such as the bankruptcy or default by the issuer of 

the underlying debt instrument. The use of CDS involves investment techniques and risks 

different from those associated with ordinary portfolio security transactions, such as 

potentially heightened counterparty, concentration and exposure risks. 

Credit Risk. Credit risk is the risk that an issuer of a security will fail to pay principal 

and interest in a timely manner, reducing the Fund’s total return. The Fund may invest in 

high-yield, high-risk securities, commonly called “junk bonds,” that are not investment 

grade and are generally considered speculative because they present a greater risk of loss, 

including default, than higher quality debt securities. Credit risk may be substantial for 

the Fund.  The price of a fixed income security tends to drop if the rating of the 

underlying issuer drops and the probability of the failure to pay principal and interest 

increases. 

Derivatives Risk. The use of derivative instruments involves risks different from, or 

possibly greater than, the risks associated with investing directly in securities and other 

traditional investments. These risks include (i) the risk that the counterparty to a 

derivative transaction may not fulfill its contractual obligations; (ii) risk of mispricing or 

improper valuation; and (iii) the risk that changes in the value of the derivative may not 

correlate perfectly with the underlying asset, rate or index. Derivative prices are highly 

volatile and may fluctuate substantially during a short period of time.  Such prices are 

influenced by numerous factors that affect the markets, including, but not limited to:  

changing supply and demand relationships; government programs and policies; national 

and international political and economic events, changes in interest rates, inflation and 

deflation and changes in supply and demand relationships. Trading derivative instruments 
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involves risks different from, or possibly greater than, the risks associated with investing 

directly in securities. 

Fixed Income Risk. When the Fund invests in fixed income securities, the value of your 

investment in the Fund will fluctuate with changes in interest rates. Typically, a rise in 

interest rates causes a decline in the value of fixed income securities owned by the Fund. 

In general, the market price of fixed income securities with longer maturities will 

increase or decrease more in response to changes in interest rates than shorter-term 

securities. Other risk factors include credit risk (the debtor may default) and prepayment 

risk (the debtor may pay its obligation early, reducing the amount of interest payments 

and the valuation of the securities). These risks could affect the value of a particular 

investment by the Fund, possibly causing the Fund’s share price and total return to be 

reduced and fluctuate more than other types of investments. 

Foreign Currency Risk. Currency trading involves significant risks, including market 

risk, interest rate risk, country risk, counterparty credit risk and short sale risk. Market 

risk results from the price movement of foreign currency values in response to shifting 

market supply and demand. Since exchange rate changes can readily move in one 

direction, a currency position carried overnight or over a number of days may involve 

greater risk than one carried a few minutes or hours. Interest rate risk arises whenever a 

country changes its stated interest rate target associated with its currency. Country risk 

arises because virtually every country has interfered with international transactions in its 

currency. Interference has taken the form of regulation of the local exchange market, 

restrictions on foreign investment by residents or limits on inflows of investment funds 

from abroad. Restrictions on the exchange market or on international transactions are 

intended to affect the level or movement of the exchange rate. This risk could include the 

country issuing a new currency, effectively making the “old” currency worthless.  

Foreign Securities/Investment Risk. Since the Fund’s investments may include foreign 

securities, the Fund is subject to risks beyond those associated with investing in domestic 

securities. The value of foreign securities is subject is subject to currency fluctuations. 

Foreign companies are generally not subject to the same regulatory requirements of U.S. 

companies thereby resulting in less publicly available information about these companies. 

In addition, foreign accounting, auditing and financial reporting standards generally differ 

from those applicable to U.S. companies.  

Forwards Risk.  Forward contracts are individually negotiated and privately traded so 

they are dependent upon the creditworthiness of the counterparty and subject to 

counterparty default risk and liquidity risk. 

Futures Contract Risk. The Fund’s use of futures contracts involves risks different 

from, or possibly greater than, the risks associated with investing directly in securities 

and other traditional investments. These risks include (i) leverage risk; (ii) risk of 

mispricing or improper valuation; and (iii) the risk that changes in the value of the futures 

contract may not correlate perfectly with the underlying index. Investments in futures 

contracts involve leverage, which means a small percentage of assets invested in futures 

contracts can have a disproportionately large impact on the Fund. This risk could cause 

the Fund to lose more than the principal amount invested. Futures contracts may become 
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mispriced or improperly valued when compared to the Advisor’s expectation and may not 

produce the desired investment results. Additionally, changes in the value of futures 

contracts may not track or correlate perfectly with the underlying index because of 

temporary, or even long-term, supply and demand imbalances and because futures 

contracts do not pay dividends unlike the stocks upon which they are based.  

Hedging Risk. Hedging is a strategy in which the Fund uses a derivative or other type of 

security to offset the risks associated with other Fund holdings. There can be no 

assurance that the Fund’s hedging strategy will reduce risk or that hedging transactions 

will be either available or cost effective.  

Interest Rate Risk.  Interest rate risk is the risk that bond prices overall, including the 

prices of securities held by the Fund, will decline over short or even long periods of time 

due to rising interest rates.  Bonds with longer maturities tend to be more sensitive to 

interest rates than bond with shorter maturities. For example, if interest rates go up by 

1.0%, the price of a 4% coupon bond will decrease by approximately 1.0% for a bond 

with 1 year to maturity and approximately 4.4% for a bond with 5 years to maturity. 

When interest rates are at historic lows, a heightened risk to the Fund is posed by the 

greater potential for rising interest rates to the extent the Fund’s portfolio includes longer-

term fixed income securities. 

Junk Bond Risk. Lower-quality floating rate investments and other debt including 

lower-quality loans, known as “high yield” or “junk” bonds, present greater risk than 

floating rate investments and loans of higher quality, including an increased risk of 

default. An economic downturn or period of rising interest rates could adversely affect 

the market for these instruments and reduce the Fund’s ability to sell them. The lack of a 

liquid market for these instruments could decrease the Fund’s share price.  The credit 

rating for these instruments could also be further downgraded after they are purchased by 

the Fund, which would reduce their value.  The value of lower quality investments often 

fluctuates in response to company, political or economic developments and can decline 

significantly over short periods of time or during periods of general or regional difficulty.  

Lower quality instruments can be thinly traded or have restrictions on resale, making 

them difficult to sell at an acceptable price.   

Leverage Risk.  Using structured notes and derivatives like futures and options to 

increase the Fund’s combined long and short exposure creates leverage, which can 

magnify the Fund’s potential for gain or loss and, therefore, amplify the effects of market 

volatility on the Fund’s share price. 

LIBOR Risk.   Changes in the level of LIBOR will affect the amount of interest payable 

on the LIBOR-based floating rate debt instruments, and it is impossible to predict 

whether LIBOR will rise or fall. A decline in the level of LIBOR would likely result in a 

reduction of interest collections on such debt instruments, which would have an adverse 

effect on the return of the Fund. Some floating rate debt instruments held by the Fund 

may have LIBOR floors (or minimum interest rate to which the spread or margin is 

added, to calculate the debt instrument’s overall interest rate), but there is no guarantee 

that any such LIBOR floor will fully mitigate the risk of falling LIBOR.  
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The UK Financial Conduct Authority (the “FCA”) and LIBOR’s administrator, ICE 

Benchmark Administration (the “IBA”), have announced that most LIBOR settings will 

no longer be published after the end of 2021 and a majority of U.S. dollar LIBOR settings 

will no longer be published after June 30, 2023.    Not all LIBOR-based instruments have 

an alternative to LIBOR and there is significant uncertainty regarding the effectiveness of 

alternative methodologies and the potential for market instability.  These matters may 

result in a sudden or prolonged increase or decrease in reported benchmark rates, 

benchmark rates being more volatile than they have been in the past, and/or fewer debt 

instruments utilizing given benchmark rates as a component of interest payments. 

Additionally, in connection with the adoption of another benchmark as a replacement for 

LIBOR in a debt instrument’s documentation, the interest rate (or method for calculating 

the interest rate) applicable to that debt instrument may be modified to account for 

differences between LIBOR and the applicable replacement benchmark used to calculate 

the rate of interest payable in respect of that instrument, which modification may be 

based on industry-accepted spread adjustments or recommendations from various 

governmental and non-governmental bodies. Because of the uncertainty regarding the 

nature of any replacement rate, the Fund cannot reasonably estimate the impact of the 

anticipated transition away from LIBOR at this time.  If the LIBOR replacement rate is 

lower than market expectations, there could be an adverse impact on the value of debt 

instruments with floating or fixed-to-floating rate coupons and, in turn, a material adverse 

impact on the value of the Funds.  

The transition away from LIBOR may affect the cost of capital, may require amending or 

restructuring debt instruments and related hedging arrangements for the Fund and its 

portfolio companies, and may impact the liquidity and/or value of floating rate 

instruments based on LIBOR that are held or may be held by the Fund in the future, 

which may result in additional costs or adversely affect the Fund’s liquidity, results of 

operations, and financial condition. Any such effects of the transition away from LIBOR, 

as well as other unforeseen effects, could result in losses for the Funds. Since the 

usefulness of LIBOR as a benchmark could also deteriorate during the transition period, 

effects could occur at any time. 

Liquidity Risk. Some securities held by the Fund may be difficult to sell, or illiquid, 

particularly during times of market turmoil. Illiquid securities may also be difficult to 

value. If the Fund is forced to sell an illiquid asset to meet redemption requests or other 

cash needs, the Fund may be forced to sell at a loss. 

Management Risk.  The portfolio managers’ judgments about the attractiveness, value 

and potential appreciation of particular stocks or other securities in which the Fund 

invests may prove to be incorrect and there is no guarantee that the portfolio managers’ 

judgment will produce the desired results. 

Market Risk.  Overall market risks may also affect the value of the Fund.  Factors such 

as domestic economic growth and market conditions, interest rate levels and political 

events affect the securities markets. 

Options Risk.  There are risks associated with the sale and purchase of call and put 

options.  As the seller (writer) of a call option, the Fund assumes the risk of a decline in 



8 

the market price of the underlying security below the purchase price of the underlying 

security less the premium received, and gives up the opportunity for gain on the 

underlying security above the exercise option price.  As the buyer of a put or call option, 

the Fund risks losing the entire premium invested in the option if the Fund does not 

exercise the option.  As a seller (writer) of a put option, the Fund will lose money if the 

value of the security falls below the strike price.  If unhedged, the Fund’s written calls 

expose the Fund to potentially unlimited losses.   

Prepayment Risk. During periods of declining interest rates, prepayment of loans 

underlying mortgage-backed and asset-backed securities usually accelerates. Prepayment 

may shorten the effective maturities of these securities, reducing their yield and market 

value, and the Fund may have to reinvest at a lower interest rate. 

Real Estate and REIT Risk.  The Fund is subject to the risks of the real estate market as 

a whole, such as taxation, regulations and economic and political factors that negatively 

impact the real estate market and the direct ownership of real estate.  These may include 

decreases in real estate values, overbuilding, rising operating costs, interest rates and 

property taxes. In addition, some real estate related investments are not fully diversified 

and are subject to the risks associated with financing a limited number of projects. 

Investing in REITs involves certain unique risks in addition to those associated with the 

real estate sector generally. REITs whose underlying properties are concentrated in a 

particular industry or region are also subject to risks affecting such industries and regions. 

REITs (especially mortgage REITs) are also subject to interest rate risks. By investing in 

REITs through the Fund, a shareholder will bear expenses of the REITs in addition to 

Fund expenses. An entity that fails to qualify as a REIT would be subject to a corporate 

level tax, would not be entitled to a deduction for dividends paid to its shareholders and 

would not pass through to its shareholders the character of income earned by the entity. 

Repurchase and Reverse Repurchase Agreements Risk. The Fund may enter into 

repurchase agreements in which it purchases a security (known as the “underlying 

security”) from a securities dealer or bank. In the event of a bankruptcy or other default 

by the seller of a repurchase agreement, the Fund could experience delays in liquidating 

the underlying security and losses in the event of a decline in the value of the underlying 

security while the Fund is seeking to enforce its rights under the repurchase agreement. 

Reverse repurchase agreements involve the sale of securities held by the Fund with an 

agreement to repurchase the securities at an agreed-upon price, date and interest payment, 

and involve the risk that the other party may fail to return the securities in a timely 

manner, or at all, resulting in losses to the Fund. 

Security Risk.  The value of the Fund may decrease in response to the activities and 

financial prospects of an individual security in the Fund’s portfolio. 

Structured Note Risk.  The Fund may seek investment exposure to sectors through 

structured notes that may be exchange traded or may trade in the over the counter market. 

 These notes are typically issued by banks or brokerage firms, and have interest and/or 

principal payments which are linked to changes in the price level of certain assets or to 

the price performance of certain indices.  The value of a structured note will be 

influenced by time to maturity, level of supply and demand for this type of note, interest 
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rate and market volatility, changes in the issuer's credit quality rating, and economic, 

legal, political, or events that affect the industry.  In addition, there may be a lag between 

a change in the value of the underlying reference asset and the value of the structured 

note.  Structured notes may also be subject to counterparty risk.  The Fund may also be 

exposed to increased transaction costs when it seeks to sell such notes in the secondary 

market. 

Swap Risk.  The Fund may use swaps to enhance returns and manage risk. The Fund's 

use of swaps involves risks different from, or possibly greater than, the risks associated 

with investing directly in securities and other traditional investments. These risks include 

(i) the risk that the counterparty to a derivative transaction may not fulfill its contractual 

obligations; (ii) risk of mispricing or improper valuation; and (iii) the risk that changes in 

the value of the derivative may not correlate perfectly with the underlying asset, rate or 

index. 

TBA Securities Risk. In a mortgage-backed “to-be-announced” or “TBA” transaction, a 

seller agrees to deliver an MBS at a future date, but does not specify the particular MBS 

to be delivered. Instead, the seller agrees to accept any MBS that meets specified terms. 

The principal risks of mortgaged backed TBA transactions are increased interest rate risk 

and increased overall investment exposure. 

Turnover Rate Risk.  The Fund may have a high turnover of the securities held in its 

portfolio.  Increased portfolio turnover causes the Fund to incur higher brokerage costs, 

which may adversely affect the Fund’s performance and may produce increased taxable 

distributions. 

Underlying Fund Risk. Because the Fund may invest in other investment companies, 

including mutual funds, ETFs, closed-end funds or private funds, the value of your 

investment will fluctuate in response to the performance of the underlying funds. 

Investing in underlying funds involves certain additional expenses and certain tax results 

that would not arise if you invested directly in the underlying funds.  By investing in 

underlying funds, you will bear not only your proportionate share of the Fund’s expenses 

(including operating costs and investment advisory and administrative fees), but also, 

indirectly, similar expenses and charges of the underlying funds, including any 

contingent deferred sales charges and redemption charges.  Finally, you may incur 

increased tax liabilities by investing in the Fund rather than directly in the underlying 

funds.  Each underlying fund is subject to specific risks, depending on the nature of its 

investment strategy, including liquidity risk and default risk on the assets held by the 

underlying fund.   

Performance: 

The bar chart and accompanying table shown below provide an indication of the risks of 

investing in the Fund. The bar chart shows the total return of its Class A shares for each full 

calendar year since inception.  Class C and Class I shares would have similar annual returns to 

Class A shares because they are invested in the same portfolio of securities; however, the returns 

for Class C and Class I shares would be different from Class A shares because Class C and Class 

I shares have different expenses than Class A shares.  The performance table shows average 
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annual total returns for Class A, Class C and Class I shares and how their average annual returns 

compare over time with those of a broad-based market index.  Sales charges are reflected in the 

information shown in the table, but the information shown in the bar chart does not reflect sales 

charges, and, if it did, returns would be lower.  How the Fund has performed in the past (before 

and after taxes) is not necessarily an indication of how it will perform in the future.  Updated 

performance information is available at no cost by calling 1-866-447-4228 and on the Fund’s 

website at www.CatalystMF.com. 

Annual Total Returns 

 

During the period shown in the bar chart, the highest return for a quarter was 2.68% 

(quarter ended June 30, 2019), and the lowest return for a quarter was (1.19%) (quarter ended 

December 31, 2020). The Fund’s Class A shares year-to-date return as of September 30, 2021 

was (3.61)%%.  

Average Annual Total Returns 

(for the periods ended December 31, 2020) 

 

1 Year 

 

 

5 Year 

Since 

inception 

(11/20/14) 

Class A    

Return Before Taxes (2.14)% 2.12% 1.95% 

Return After Taxes on Distributions (3.86)% 0.43% 0.28% 

Return After Taxes on Distributions and Sale of Fund 

Shares 

(1.23)% 0.88% 0.75% 

Class C    

Return Before Taxes 2.09% 2.36% 1.99% 

Class I    

Return Before Taxes 3.09% 3.36% 3.00% 

Bloomberg U.S. MBS Index (reflects no deduction for 

fees, expenses or taxes) 

3.87% 3.05% 2.84% 

 

After-tax returns are calculated using the highest historical individual federal marginal 

income tax rate and do not reflect the impact of state and local taxes.  Actual after-tax returns 

depend on a shareholder’s tax situation and may differ from those shown.  After-tax returns are 
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not relevant for shareholders who hold Fund shares in tax-deferred accounts or to shares held by 

non-taxable entities.  After-tax returns are only shown for Class A shares.  After-tax returns for 

other share classes will vary. 

Advisor:  Catalyst Capital Advisors LLC (the “Advisor”) is the Fund’s investment advisor. 

Sub-Advisor:  Stone Beach Investment Management, LLC is the Fund’s investment sub-advisor. 

Portfolio Managers:  David Lysenko, Managing Principal, Chief Compliance Officer and 

Portfolio Manager of Stone Beach, and Ed Smith, Managing Principal and Portfolio Manager of 

Stone Beach, serve as the Fund’s portfolio managers. Mr. Lysenko and Mr. Smith are jointly and 

primarily responsible for the day to day management of the Fund’s portfolio. They have served 

the Fund in this capacity since 2014. 

Purchase and Sale of Fund Shares:  The minimum initial investment in all share classes of the 

Fund is $2,500 for regular and IRA accounts, and $100 for an automatic investment plan 

account. The minimum subsequent investment in all share classes of the Fund is $50.  You may 

purchase and redeem shares of the Fund on any day that the New York Stock Exchange is open.  

Redemption requests may be made in writing, by telephone or through a financial intermediary 

to the Fund or the Transfer Agent and will be paid by check or wire transfer. 

Tax Information:  Dividends and capital gain distributions you receive from the Fund, whether 

you reinvest your distributions in additional Fund shares or receive them in cash, are taxable to 

you at either ordinary income or capital gains tax rates unless you are investing through a tax-

deferred plan such as an IRA or 401(k) plan. If you are investing in a tax-deferred plan, 

distributions may be taxable upon withdrawal from the plan. 

Payments to Broker-Dealers and Other Financial Intermediaries:  If you purchase the Fund 

through a broker-dealer or other financial intermediary (such as a bank), the Fund and its related 

companies may pay the 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 intermediary 

and your salesperson to recommend the Fund over another investment.  Ask your salesperson or 

visit your financial intermediary’s website for more information. 
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