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This brochure provides information about the qualifications and business practices of 

Blackfriars Asset Management Limited (“Blackfriars”). If you have any questions about 

the contents of this brochure, please contact us at client.service@blackfriarsam.com.  The 

information in this brochure has not been approved or verified by the United States 

Securities and Exchange Commission (“SEC”) or by any state securities authority. 

 

Additional information about Blackfriars is available on the Firm’s website at 

www.blackfriarsam.com and from the SEC’s website at www.adviserinfo.sec.gov.  
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Item 2. Summary of Material Changes 

 

Since the last update (1
st
 May 2014), Blackfriars was selected by a U.K. listed investment trust, 

Establishment Investment Trust plc (“EIT”) as investment manager. Together with EIT the Firm 

novated management contracts for two Dublin funds, BDT Asian Focus Fund and BDT Oriental 

Focus Fund. The Funds are now re-named under Blackfriars and two fund managers joined 

Blackfriars from BDT to provide continuity of portfolio management. 
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Item 4.  Advisory Business 

Blackfriars Asset Management Limited (“Blackfriars”, the “Firm”, “we” or “us”) is a limited 

company organised under the laws of the United Kingdom.  The Firm is a wholly owned 

subsidiary of The Hamon Investment Group (Pte) Limited (“Hamon”). Hamon is a Singapore 

incorporated investment management group based in Hong Kong.  

 

The Firm was organised and has been providing investment advisory services since 1998, the 

year we began as WestLB Asset Management (“West AM”), then a 100% owned subsidiary of 

WestLB AG.  We have operated via several legal entities and names, including West LB Mellon 

Asset Management (UK) Limited (“WMAM UK”) and West LB Asset Management 

(“WestAM”).  The key dates of our corporate history are as follows:  

 

 1998 West AM operations transferred into WestLB Asset Management (UK) Limited 

(“WestLB UK”). 

 2006, Mellon Financial Corporation and WestLB AG entered into a joint venture that 

changed the organization structure of WestLB UK and resulted in a name change to 

WestLB Mellon Asset Management (UK) Limited (WMAM UK). 

 2007 The Bank of New York Company, Inc. merges with Mellon Financial Corporation 

to form BNY Mellon. 

 2008 BNY Mellon acquires 100% of WMAM UK. 

 2009 WMAM UK changes name to become Blackfriars Asset Management Limited 

(Blackfriars).  

 August 2011. Hamon acquires 100% ownership of Blackfriars.  

 

We provide discretionary investment advisory services for institutional investors in the form of 

separate accounts and pooled investment vehicles that are exempt from registration in the United 

States, and to other investment advisers through subadvisory agreements. We market and 

distribute our investment advisory services globally and our client base has included U.S. based 

investors as well as clients from Asia and Europe.  Our business is not limited to U.S. regulation, 

but is also regulated in the U.K. by the Financial Conduct Authority.   

 

We offer investment advisory services tailored to meet clients’ individual investment goals.  For 

separate account mandates, we work with clients to create investment guidelines mutually 

acceptable to both parties.  When creating investment guidelines, these clients may impose 

investment restrictions in certain individual securities or types of securities.  

 

We are an emerging markets equity specialist.  Our core strategy is the Global Emerging Markets 

(GEM) strategy which invests primarily in equity securities, including initial public offerings, 
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issued by companies domiciled in emerging markets worldwide.  We also offer Europe Middle 

East and Africa (EMEA) strategies which include Eastern European funds with Frontier Market 

exposure and single country (e.g. Russia) portfolios; Latin America strategies with single country 

(e.g. Brazilian) equity portfolios and Asian strategies. We also offer a thematic product in the 

form of an Emerging Market Infrastructure strategy.  Please see Item 8 of this brochure for more 

information on the methods of analysis, investment approach and risk of loss for these strategies. 

 

The Firm manages US$340 million on a discretionary basis as at 28
th

 February 2015.  

 

Item 5. Fees and Compensation 

Separate Account Fees: We provide investment advisory separate account services for a fee.  

This fee is typically charged as a percentage of assets under our management.  While this fee can 

be expressed as an annual percentage, it is typically calculated based on daily net assets and 

charged on a quarterly basis in arrears.  Fees may be paid from assets or billed separately. All our 

clients have independent Administrators/Custodians which charge separately for their services.  

Clients will incur brokerage and other transaction costs. Clients may incur administrative and 

other expenses such as odd-lot differentials, transfer taxes, wire transfer fees and electronic fund 

fees. Please review your investment advisory agreement for further information on how we 

charge and collect fees. Item 12 provides more information on brokerage practices.  

Our typical fee schedule applicable to separate accounts is shown below:  

Account Net Asset Value 

(“NAV”) 

Advisory Fee  

(stated as a % of the 

account NAV) 

First $25m 1.00 % 

Next $25m  (up to $50m) 0.85% 

Next $50m  (up to $100m) 0.70% 

Next $100m (up to $250m) 0.50% 

Amounts above $250m 0.40% 

 

The advisory fee rates apply to the value of the account within the value ranges shown.  E.g., for 

a portfolio with an average daily net asset value of US$100m, the fee payable would be 

US$812,500 ($25M @ 100 bps. + $25M @ 85 bps. + $50M @70 bps.). 

 

We reserve the right, in our sole discretion, to negotiate or modify (either up or down) the basic 

fee schedule set forth above for any client due to a variety of factors, including but not limited to 

the level of reporting and administrative operations required to service an account; the 

investment strategy or style; the number of portfolios or accounts involved and/or the number 

and types of services provided to the client. Because our fees are negotiable, the actual fee paid 
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by any client or group of clients may be different from the fees reflected in our basic fee 

schedule set forth above. 

Pooled Investment Vehicle Fees: The Blackfriars branded funds we manage charge a base 

management fee of between 0.4 and 2 percent of the fund’s net asset value.  Fees are calculated 

based on daily net assets and paid by the fund quarterly in arrears.  These funds have 

independent Administrators/Custodians which charge separately for their services. These funds 

will incur brokerage and other transaction costs. These funds may incur administrative and other 

expenses such as odd-lot differentials, transfer taxes, wire transfer fees and electronic fund fees.   

Fees are not generally negotiable, though they may be waived or deferred at the discretion of the 

fund in accordance with the fund’s offering materials.  Such waivers and deferrals will cause 

some funds to pay fees that are lower than the basic fee schedules disclosed in the fund’s 

offering materials.  Please see the applicable fund’s offering materials for further information 

regarding fees.  Please see Item 12 of this brochure for more information on brokerage. 

Item 6.  Performance Fees and Side-by-Side Management 

The Firm does not currently manage any portfolios on a performance fee basis, however we are 

happy to discuss this arrangement with prospective clients if required. 

Advisers are subject to certain fiduciary standards under federal law and owe clients an 

affirmative duty of utmost good faith to act solely in the best interests of the client and to make 

full and fair disclosure of all material facts, particularly where the adviser’s interests may 

conflict with the client’s best interest.  In this section, we describe our side-by-side management 

activities and the inherent conflicts in such arrangements. 

“Side-by-side management” refers to the Firm’s simultaneous management of different types of 

client accounts/investment products.  For example, we may manage separate accounts and funds 

for clients at the same time. Our clients have a variety of different investment objectives, 

policies, strategies, limitations and restrictions. Our affiliates likewise manage a variety of 

separate accounts, managed accounts, and pooled investment vehicles.   

Side-by-side management gives rise to a variety of potential and actual conflicts of interest for 

us, our employees and our supervised persons.  Below we discuss the conflicts that we and our 

employees and supervised persons face when engaging in side-by-side management and how we 

deal with them.   

Note that we manage our accounts consistent with applicable law, and we follow procedures that 

are reasonably designed to treat our clients fairly and to prevent any client or group of clients 

from being systematically favored or disadvantaged.  For example, the Firm has trade allocation 

policies and procedures which are designed and implemented to ensure that all clients are treated 

fairly and equally, and to prevent these conflicts from influencing the allocation of investment 
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opportunities among clients. Please see Item 12 for an explanation of the Firm’s trade allocation 

policies and procedures.  

We and our affiliates manage numerous accounts with a variety of strategies, which may present 

conflicts of interest for the Firm.  The Firm manages this risk by the use of an information policy 

which prevents the sharing of sensitive information with affiliates. 

Conflicts of Interest Relating to “Proprietary Accounts” 

The Firm does not operate a proprietary account.   

Other Conflicts of Interest  

As noted previously, we and our affiliates manage numerous accounts with a variety of interests.  

This may create a conflict of interest for the Firm.  For example, we or our affiliate may cause 

multiple accounts to invest in the same investment.  Such accounts may have conflicting interests 

and objectives in connection with such investment, including differing views on the operations or 

activities of the portfolio company, the targeted returns for the transaction and the timeframe for 

and method of exiting the investment.  Conflicts may also arise in cases where multiple Firm 

and/or affiliate client accounts are invested in different parts of an issuer’s capital structure.  The 

Firm manages this risk by the use of an information policy which prevents the sharing of 

sensitive information with affiliates. 

Item 7. Types of Clients   

 

Type of Clients:  We can provide advisory services to institutional clients such as banking or 

thrift institutions; U.S. registered investment companies; U.S. and offshore (non-U.S.) private 

investment funds; UCITS; other non-U.S. regulated funds and pension and profit sharing plans 

(other than plan participants).  

 

Account Requirements:  We generally require clients to enter into a written investment 

management agreement with us, granting us authority to manage their assets.  Separate accounts 

are subject to a $20 Million minimum account size.  We reserve the right to waive the minimum 

account size requirement (see Item 5 for more information on separate account fees).  

Investments in funds are also subject to minimum investment requirements.  Please refer to the 

offering documents of such funds for more information. 

 

Item 8. Methods of Analysis, Investment Strategies and Risk of Loss 

 

Blackfriars is an emerging markets equity specialist and manages a range of emerging market 

strategies as described in Item 4.  
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The strategies invest primarily in equity and equity related securities, including common and 

preferred stock, depositary receipts and participation notes of issuers domiciled in emerging 

market countries.  A strategy may also participate in initial public offerings.  Our portfolio 

managers consider, but are not bound by, countries contained in the MSCI Global Emerging 

Market Benchmark in determining whether a country is an emerging markets country.   

 

We may use derivatives including, without limitation, options, synthetic index instruments, 

forwards contracts and swaps. Portfolios will normally be un-hedged, but we may, from time to 

time, consider hedging part or all of certain portfolios where appropriate. Techniques and 

instruments used for reasons other than hedging will be used only to the extent they do not 

hinder the quality of the investment portfolio of the strategy. 

 

Investment Philosophy and Process 

 

We are investors in companies not equity traders. We do not bet on news-flow, momentum or 

sell-side revisions. This is speculating not investing. As investors we concentrate on the 

underlying businesses of the companies we own. Over the medium to long term, the growth in 

the fundamental value of the business will be reflected in the share price. We have a pragmatic 

approach, not defined by ‘growth’, ‘GARP’ or ‘value’ labels. 

 

We believe that valuing businesses across many different sectors/countries/operating 

environments requires tailored analysis. Many years’ experience of investing in developing 

markets have taught us that the best companies have three key foundations. We strongly favour 

companies with these foundations and certain preferred company attributes are commonly found 

throughout our portfolio, notably 

 

1. Management 

a. Transparency of company operations & future strategy 

b. Alignment of interests amongst  shareholders and across stakeholders 

c. Experience & depth of management 

d. Track record 

2. Capital discipline 

a. Generation of sustained, acceptable returns on capital 

b. Leverage consistent with the business model 

c. Dividend payment 

d. Appropriate use of cash flows 

3. Business model 

a. Tangible growth prospects 

b. Sustainable business franchise (Buffet’s “moat”) 

c. Margin stability 

d. Predictable regulatory environment 

e. Little government interference 
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Cash Management 

The strategies are typically run fully invested though they are permitted to hold cash to varying 

degrees.   

 
Risk Assessment 

Each investment strategy we offer invests in a variety of securities and employs a number of 

investment techniques that involve certain risks. Investing in securities involves risk of loss that 

the investor should be prepared to bear.   

 

The portfolio managers assess and manage the overall risk profile of a strategy’s portfolio. The 

currency exposure of a strategy’s portfolio typically is unhedged, since currency is an implicit 

part of the country allocation and stock selection process.  

 

Our strategies may, but are not required to use derivatives, such as futures, options, forward 

contracts and swaps, as a substitute for investing directly in an underlying asset, to increase 

returns, to manage market and/or interest rate risk, or as part of a hedging strategy. The strategies 

also may engage in short-selling, typically for hedging purposes, such as to limit exposure to a 

possible market decline in the value of its portfolio securities. 

 

The section that follows sets forth information concerning the material risks involved with each 

of our emerging market strategies.   

 

General risks.  Investing in securities involves risk of loss that the investor should be prepared 

to bear.  We do not guarantee or represent that our investment program will be successful.  Our 

past results are not necessarily indicative of our future performance and our investment results 

may vary over time.  We cannot give any assurance that the investment of money will be 

profitable, and in fact, substantial losses may be incurred.  Your investments with us are not a 

bank deposit and are not insured or guaranteed by the FDIC or any other government agency.   

 

International investing.  Investing in securities of non-U.S. issuers, positions which generally 

are denominated in foreign currencies, involve both opportunities and risks not typically 

associated with investing in U.S. securities.  These include: fluctuations in exchange rates of 

foreign currencies; possible imposition of exchange control regulation or currency restrictions 

that would prevent cash from being brought back to the U.S.; less public information with 

respect to issuers of securities; less governmental supervision of stock exchanges, securities 

brokers and issuers of securities; difficulties in obtaining and enforcing a judgment against a 

foreign issuer; different accounting, auditing and financial reporting standards; different 

settlement periods and trading practices; less liquidity and frequently greater price volatility in 

foreign markets than in the U.S.; imposition of foreign withholding and other taxes; and 

sometimes less advantageous legal, operational and financial protections applicable to foreign 

subcustodial arrangements.  See “Foreign custody arrangements” below. 

 

The securities markets of emerging countries are substantially smaller, less developed, less liquid 

and more volatile than the securities markets of the U.S. and other more developed countries.  

Disclosure and regulatory standards in many respects are less stringent than in the U.S. and other 

major markets.  There also may be a lower level of monitoring and regulation of the markets and 
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the activities of investors in certain less developed countries, and enforcement of existing 

regulations can be extremely limited. 

 

The cost of investing in securities of non-U.S. issuers may be higher than the cost of investing in 

U.S. securities. Investments in securities denominated in foreign currencies also involve the 

additional cost of converting the foreign currency into U.S. dollars.   

 

Emerging market risk. Emerging markets tend to be more volatile than the markets of more 

mature economies, and generally have less diverse and less mature economic structures and less 

stable political systems than those of developed countries.  The securities of companies located 

or doing substantial business in emerging markets are often subject to rapid and large changes in 

price. In particular, countries with emerging markets may have relatively unstable governments, 

present the risk of sudden adverse government or regulatory action and even nationalization of 

businesses, restrictions on foreign ownership, or prohibitions of repatriation of assets, and may 

have less protection of property rights than more developed countries. The economies of 

countries with emerging markets may be based predominantly on only a few industries, may be 

highly vulnerable to changes in local or global trade conditions, and may suffer from extreme 

debt burdens or volatile inflation rates. Local securities markets may trade a small number of 

securities and may be unable to respond effectively to increases in trading volume, potentially 

making prompt liquidation of substantial holdings difficult. 

 

Transaction settlement and dividend collection procedures also may be less reliable in emerging 

markets than in developed markets. 

 

Many emerging economies are characterized by over-extension of credit, frequent currency 

fluctuations, devaluations and restrictions, rising unemployment, rapid fluctuations in inflation, 

reliance on exports, and less efficient markets.  Currency devaluation in one emerging country 

can have a significant effect on the entire region.  The legal systems in many emerging countries 

are still developing, making it more difficult to obtain and/or enforce judgments.  Furthermore, 

increased political and social unrest in some emerging countries could cause economic and 

market uncertainty throughout the region.  The auditing and reporting standards in some 

emerging market countries may not provide the same degree of shareholder/investor protection 

or information to investors as those in developed countries.  In particular, valuation of assets, 

depreciation, exchange differences, deferred taxation, contingent liability and consolidation may 

be treated differently than under the auditing and reporting standards of developed countries.  

 
Foreign custody arrangements.  In addition to the general risks associated with international 

investing described above, maintaining assets in foreign countries involves generally higher costs 

and greater risks than those associated with similar U.S. investments, particularly in the case of 

assets maintained in emerging countries.  The scope and range of custodial services offered in 

many foreign countries may be more limited than in the U.S. and, as a result, assets may be 

maintained with banks, brokers and other financial institutions offering more limited custody 

services; possessing less experience and less developed procedures for safekeeping of assets and 

with poorer capitalization and greater risks of bankruptcy, insolvency and fraud than would 

typically be the case in the U.S.  Assets maintained in certain foreign countries also may be 

subject to other types of risks that either are not present or less pronounced in the U.S. and other 
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more established markets including political and economic risks (including nationalization of 

foreign bank deposits or other assets and poor political and economic infrastructure and 

stability); commercial and credit risks (including poorly developed and regulated banks and 

financial systems); liquidity risks (including restrictions on repatriation and convertibility of 

currencies); legal and regulatory risks (including risks relating to evolving and/or undeveloped 

legal systems and regulatory frameworks) and operational risks (including risks relating to 

maintenance of shareholder title, clearing and settlement procedures and market transparency).  

Although we intend to invest in companies and governments of countries with relatively stable 

political environments, there can be no assurance that the strategy will not suffer a loss of part or 

all of its investments as a result of the aforementioned risks. 

 

Foreign currency risk. Investments in foreign currencies are subject to the risk that those 

currencies will decline in value relative to the U.S. dollar.  Currency rates in foreign countries 

may fluctuate significantly over short periods of time. A decline in the value of foreign 

currencies relative to the U.S. dollar may reduce the value of securities held by the strategy and 

denominated in those currencies. Foreign currencies are also subject to risks caused by inflation, 

interest rates, budget deficits and low savings rates, political factors and government control. 

 

Market risk. The stock markets of emerging market countries can be extremely volatile. The 

market value of a security may decline due to general market conditions that are not specifically 

related to a particular company, such as real or perceived adverse economic conditions, changes 

in the general outlook for corporate earnings, changes in interest or currency rates or adverse 

investor sentiment generally. A security’s market value also may decline because of factors that 

affect a particular industry or industries, such as labour shortages or increased production costs 

and competitive conditions within an industry. 

 

Stock investing risk.  Stocks generally fluctuate more in value than bonds and may decline 

significantly over short time periods.  There is the chance that stock prices overall will decline 

because stock markets tend to move in cycles, with periods of rising and falling prices.  The 

market value of a stock may decline due to general market conditions that are not related to the 

particular company, such as real or perceived adverse economic conditions, changes in the 

outlook for corporate earnings, changes in interest or currency rates, or adverse investor 

sentiment generally.  A security’s market value also may decline because of factors that affect a 

particular industry, such as labour shortages or increased production costs and competitive 

conditions within an industry, or factors that affect a particular company, such as management 

performance, financial leverage, and reduced demand for the company's products or services.   

 

Investments in equity securities generally.  Common stock and similar equity securities 

generally represent the most junior position in an issuer’s capital structure and, as such, generally 

entitle holders to an interest in the assets of the issuer, if any remaining, after all more senior 

claims to such assets have been satisfied.  Holders of common stock generally are entitled to 

dividends only if and to the extent declared by the governing body of the issuer out of income or 

other assets available after making interest, dividend and any other required payments on more 

senior securities of the issuer. 
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Transactions on non-U.S. exchanges; counterparty risk.  We engage in trading on markets 

outside the U.S. Transactions on non-U.S. exchanges are not regulated by U.S. governmental 

agencies, such as the SEC.  Some non-U.S. exchanges, in contrast to exchanges in the U.S., may 

be “principals markets” similar to the forward markets, in which responsibility for performance 

is only that of the principal with whom a trader has entered into a transaction, and not of an 

exchange or clearing corporation.  In some cases, a broker with whom we enter into a transaction 

may in effect take the opposite side of trades made for us.  Because some non-U.S. exchanges 

may lack a clearinghouse system such as that utilized by exchanges in the U.S., market 

disruptions may be more likely to occur on non-U.S. exchanges. 

 

The participants in these markets typically are not subject to the type of strict credit evaluation 

and regulatory oversight applicable to members of “exchange based” markets, and transactions 

in these markets are not normally settled through clearinghouses that guarantee the trades of their 

participants.  This results in the risk that a counterparty may not be able to settle a transaction in 

accordance with its terms because of a credit or liquidity problem of the counterparty, thereby 

exposing the portfolio to loss (or potential elimination of the gain the portfolio would experience 

had the counterparty performed).  In addition, in the case of a default by a counterparty, the 

portfolio could become subject to adverse market movements while it attempts to execute a 

substitute transaction. 

 

“Counterparty risk” is accentuated in the case of contracts having longer maturities, where events 

may intervene to prevent settlement, or where the portfolio has concentrated its transactions with 

a single or small number of counterparties.  Portfolios may not be restricted from dealing with 

any particular counterparty or from concentrating any or all of their transactions with one 

counterparty.  While we will attempt to limit “counterparty risk” by transacting with well-

capitalized and established institutions, there can be no assurance that we will have access to the 

information necessary to evaluate the creditworthiness of a portfolio’s counterparties nor that its 

evaluation will be accurate or timely. 

 

Clearance and settlement risk.  Many emerging market countries have different clearance and 

settlement procedures from developed countries.  There may be no central clearing mechanism 

of settling trades and no central depository or custodian for the safe keeping of securities.  The 

registration, record-keeping and transfer of instruments may be carried out manually, which may 

cause delays in the recording of ownership.  Increased settlement risk may increase counterparty 

and other risk.  Certain markets have experienced periods when settlement dates are extended, 

and during the interim, the market value of an instrument may change.  Moreover, certain 

markets have experienced periods when settlements did not keep pace with the volume of 

transactions resulting in settlement difficulties.  Because of the lack of standardized settlement 

procedures, settlement risk in emerging markets is more prominent than in more mature markets. 

 

Issuer risk. The value of a security may decline for a number of reasons which directly relate to 

the issuer, such as management performance, financial leverage and reduced demand for the 

issuer’s products or services. 

 

Smaller company risk. To the extent a strategy invests in small and midsize companies it will 

be subject to additional risks because the earnings and revenues of these companies tend to be 
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less predictable (and some companies may be experiencing significant losses), and their share 

prices more volatile than those of larger, more established companies. The shares of smaller 

companies tend to trade less frequently than those of larger, more established companies, which 

can adversely affect the pricing of these securities and the fund’s ability to sell these securities. 

 

Derivatives risk. Our emerging market strategies may use derivative instruments, such as 

options, futures and options on futures (including those relating to securities, indexes, foreign 

currencies and interest rates), swaps and forward contracts. A small investment in derivatives 

could have a potentially large impact on a strategy’s performance. The use of derivatives 

involves risks different from, or possibly greater than, the risks associated with investing directly 

in the underlying assets. Derivatives can be highly volatile, illiquid and difficult to value, and 

there is the risk that changes in the value of a derivative held by the strategy will not correlate 

with the underlying instruments or the strategy’s other investments. Derivative instruments also 

involve the risk that a loss may be sustained as a result of the failure of the counterparty to the 

derivative instruments to make required payments or otherwise comply with the derivative 

instruments’ terms. 

 

Additionally, some derivatives our strategies may use involve leverage (e.g., an instrument 

linked to the value of a securities index may return income calculated as a multiple of the price 

movement of the underlying index). This economic leverage will increase the volatility of these 

instruments as they may increase or decrease in value more quickly than the underlying security, 

index, futures contract, or other economic variable.  The strategy may be required to segregate 

permissible liquid assets to cover its obligations relating to its purchase of derivative instruments. 

 

Leveraging risk. The use of leverage, such as engaging in reverse repurchase agreements, 

lending portfolio securities, entering into forward currency contracts and engaging in forward 

commitment transactions, may magnify a strategy’s gains or losses. Because many derivatives 

have a leverage component, adverse changes in the value or level of the underlying asset, 

reference rate or index can result in a loss substantially greater than the amount invested in the 

derivative itself. 

 

IPO risk.  The prices of securities purchased in IPOs can be very volatile.  The effect of IPOs on 

the strategy’s performance depends on a variety of factors, including the number of IPOs the 

strategy invests in relative to the size of the strategy and whether and to what extent a security 

purchased in an IPO appreciates or depreciates in value.  Therefore, IPO investments may 

magnify the returns of the strategy. 

 

Liquidity risk. When there is little or no active trading market for specific types of securities, it 

can become more difficult to sell the securities at or near their perceived value.  In such a market, 

the value of such securities and the strategy’s share price may fall dramatically. Investments in 

foreign securities tend to have greater exposure to liquidity risk than domestic securities. 

 

Non-diversification risk. Our strategies are non-diversified, which means that a relatively high 

percentage of a strategy’s assets may be invested in a limited number of issuers. Therefore, a 

strategy’s performance may be more vulnerable to changes in the market value of a single issuer 
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and more susceptible to risks associated with a single economic, political or regulatory 

occurrence than a diversified strategy. 

 

Country and sector allocation risk.  While the portfolio managers use the country and sector 

weightings of the strategy’s benchmark index as a guide in structuring the strategy’s portfolio, 

they may overweight or underweight certain countries or sectors relative to the index. This may 

cause the strategy’s performance to be more or less sensitive to developments affecting those 

countries or sectors. 

 

Market sector risk. A strategy may significantly overweight or underweight certain companies, 

industries or market sectors, which may cause the strategy’s performance to be more or less 

sensitive to developments affecting those companies, industries or sectors. 

 

Depositary receipts (DR) risk.  DRs generally represent securities of non-U.S. issuers and may 

include sponsored or unsponsored DR programs. In an unsponsored facility, the depositary issues 

the DRs without an agreement with the company that issues the underlying securities. Holders of 

unsponsored DRs generally bear all the costs of such facility, and the depositary of an 

unsponsored facility frequently is under no obligation to distribute shareholder communications 

received from the company that issues the underlying securities or to pass through voting rights 

to the holders of the DRs with respect to the underlying securities.  Therefore, sponsored DR 

facilities may provide holders with more information about the issuer of the underlying security. 
 
Item 9. Disciplinary Information 

 

The Firm has no information applicable to this Item. 

 

Item 10.  Other Financial Industry Activities and Affiliations 

 

Hamon provides discretionary investment management services to a variety of clients. The 

Group’s client base includes professional clients of an institutional nature, such as pension funds, 

mutual funds and financial services institutions.  

 

Item 11. Code of Ethics, Participation or Interest in Client Transactions, Personal Trading 

The Blackfriars Code of Ethics establishes the ethical framework and sets the expectations for 

business conduct.  In addition, it clarifies our responsibilities to clients, suppliers, government 

officials, competitors and the communities we serve and outlines important legal and ethical issues 

including 

 

1. Conflicts of Interest: gifts, entertainment and other payments; personal conflicts of 

interest; fiduciary appointments and bequests; outside affiliations, outside employment 

and certain outside compensation issues; and disclosure of relationships and transactions; 

  

2. Proper Use and Care of Information and Proper Recordkeeping: proprietary information 

and intellectual property; data integrity and corporate information; use of e-mail and 

internet; accurate accounting and internal controls; use of non-public or “inside” 
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information; talking to the media; and document retention;  

 

3. Dealing with Customers, Prospects, Suppliers, and Competitors: business relationships 

with customers, prospects, suppliers, and competitors; business decisions; exploitation of 

relationships and use of the company’s name, letterhead or facilities; knowing your 

customer; and recognizing and reporting illegal, suspicious, or unusual activities;  

 

4. Doing Business With the Government: complying with government contracts, 

government contracting laws and regulations; integrity in the sales and marketing 

process; truthful, accurate statements and recordkeeping; safeguarding government 

information and property; cooperating with government audits and investigations; and 

meeting employment and labour obligations;  

 

5. Personal Finances: personal investments; personal brokerage accounts; contributions to 

political parties; contributions to not-for-profit entities; and individual employees’ 

regulatory requirements); and 

 

6. Compliance with the Law:  among other matters illegal or criminal activities; 

investigations; and protection of company assets. 

 

In addition, the Code of Ethics also includes the Personal Accounting Dealing Policy which applies 

to all staff members and is designed to reinforce our reputation for integrity by avoiding even the 

appearance of impropriety and to ensure compliance with applicable laws in the conduct of our 

business.  The policy sets forth procedures and limitations that govern the personal securities 

transactions of our employees in accounts held in their own names as well as accounts in which they 

have indirect ownership.  Our employees, may, under certain circumstances and consistent with the 

policy, purchase or sell for their own accounts securities that we also hold within client portfolios. 

 

Personal Account Dealing Policy Overview: 

 

1. Employees are subject to preclearance and personal securities reporting requirements, 

with respect to discretionary accounts in which they have direct or indirect ownership; 

2. Transaction reporting is not required for non-discretionary accounts, transactions in 

exempt securities or certain other transactions that are not deemed to present any 

potential conflicts of interest; 

3. Pre-clearance is not required for transactions involving certain exempt securities (such as 

open-end investment company securities that are not proprietary funds (i.e. managed by 

Blackfriars) or money market funds and short-term instruments; non-financial 

commodities; transactions in non-discretionary accounts (approved accounts over which 

the employee has no direct or indirect influence or control over the investment decision-

making process); transactions done pursuant to automatic investment plans and certain 

other transactions detailed in the policy which are either involuntary or deemed not to 

present any potential conflict of interest; 

4. When providing pre-clearance, management shall ensure all relevant enquiries are made 
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to ascertain Blackfriars’ intention to trade as well as which trades have taken place in the 

last seven days; and 

5. No employee should knowingly participate in or facilitate late trading, market timing or 

any other activity with respect to any fund in violation of applicable law or the provisions 

of such fund’s disclosure documents. 

 A copy of our Code of Ethics will be provided upon request. 

Interest in Client Transactions:   

Note that while each of the following types of transactions may present conflicts of interest for 

us, as described below, we manage our accounts consistent with applicable law, and we follow 

procedures that are reasonably designed to treat our clients fairly and to prevent any client or 

group of clients from being systematically favoured or disadvantaged. 

 

“Principal transactions” are generally defined as a transaction where an adviser, acting as 

principal for its own account or the account of an affiliated broker-dealer, buys from or sells any 

security to any client.  A principal transaction may also be deemed to have occurred if a security 

is “crossed” between an affiliated pooled investment vehicle and another client account.  We do 

not engage in principal transactions.  

 

Our affiliates may invest in the same securities that we hold in client portfolios. When a Firm 

affiliate holds for its own benefit the same securities as a client, the affiliate could be viewed as 

having a potential conflict of interest. For example, our affiliate could be seen as harming the 

performance of the client's account for its own benefit if it short-sells the securities in its own 

account while the same securities are held long in the client account, causing the market value of 

the securities to move lower. The Firm does not hold, buy or sell securities for our own account. 

In relation to the trading activities of our affiliates, we ensure that there are sufficiently robust 

information security controls in place such that affiliates are unable to have access to our trading 

positions or views and therefore are unable to use this information for the benefit of their own 

trading activities.  

 

Item 12.  Brokerage Practices 

 

Broker Selection:  

 

The firm has the authority to direct securities transactions on behalf of our clients to brokers (or 

execution service providers) we select. In doing so, we seek best execution of such 

transactions.  

 

The Firm operates a system whereby research services are purchased separately from execution 

services. This system is facilitated by the use of Commission Sharing Agreements (CSAs). 

 

 

Our Fund Management Team is responsible for the use of research commission and our Dealing 

Team is responsible for the use of execution commission. The Dealing Team monitors execution 
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quality on a daily basis, giving feedback to execution service providers as appropriate. 

Adjustments are made on a continuous basis to ensure the efficient use of our clients’ money. 

 

The Fund Management Team evaluates the quality of research providers on an ongoing basis and 

research commission is allocated on a quarterly basis using a scoring scheme to identify and 

reward relative value.  

 

On a market by market basis, the Firm has negotiated (ex-ante) one total commission rate which 

applies to all trades in that market. The Firm has also negotiated (ex-ante) execution-only 

commission rates with each execution service provider on a market by market basis. The 

research commission rate is calculated as the difference between the total commission rate and 

the execution-only rate. 

 

Research commission can be used to purchase “substantive research”. Substantive research must 

 

 Be capable of adding value to investment or trading decisions by providing new insights 

that inform the investment manager when making such decisions about its clients’ 

portfolios; 

 Represent original thought and not merely repeat or repackage what has been presented 

before; 

 Have intellectual rigour and not merely state what  is commonplace or self-evident; and 

 Involve analysis and manipulation of data to reach meaningful conclusions. 

 

The Firm does not pay for corporate access using dealing commission and this has been 

communicated to all staff and research/execution service providers. It is noted that the Firm does 

attend meetings with the management teams of potential and actual investee companies and that 

these meetings may be arranged by research/execution service providers. The Firm appreciates 

that meetings of any significant value will first be offered to the meeting organiser’s other 

clients. Consequently, the Firm does not typically receive an invite to such meetings and 

therefore does not ascribe a monetary value to any such meetings attended. Any other meetings 

with the management teams of potential and actual investee companies are funded by the Firm 

directly and are not paid for using dealing commission. 

 

The use of commission to pay for research is of benefit to the Firm. As Blackfriars has separated 

the purchase of research services from the purchase of execution services, there is little incentive 

to select an execution services provider on the basis of the research provided. 

 

Research commission generated by each strategy is used to purchase research appropriate for 

that strategy, e.g. research commission generated by Asian strategies is not used to pay for 

European research.  

 

Brokerage for Client Referrals:  We do not direct securities transactions to any broker/dealer in 

exchange for referral of investment management clients. 

 

Directed Brokerage: We may accept direction from a client to place trades for a c lient’s 

account with a p articular broker/dealer. In the event that such direction occurs, we may have 
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limited capability to negotiate commission levels or obtain volume discounts. In addition, we, in 

meeting the client’s brokerage directive, may not be able to aggregate these transactions with 

transactions we effect for other accounts we manage and we may delay placing the orders for 

directed accounts until our orders for other accounts have been completed. As a result, the net 

price paid or received by the directed account may be different than the price paid or received by 

our other accounts.  Directing brokerage may cost clients more money. 

 

Trade Aggregation:  For various reasons (including efficiency, control of order flow, avoidance 

of conflicts in security executions and rotation of various investment opportunities), orders 

entered at the same time in the same security for different clients (including accounts in which 

our employees may have an interest), at our discretion, may be aggregated for execution 

purposes. In such situations, investors will pay the pro rata portion of the commission charged 

for the entire order. As noted above, on occasion a client may, in writing, direct us to use a 

particular broker / dealer to execute portfolio transactions for its accounts. Where investor client 

has directed that a specific broker be used to execute transactions, such transactions will not be 

aggregated with other orders entered at the same time in the same security. In these situations, 

commissions may not be negotiable, and best execution may not be achieved. 

 

Trade Allocation: For each Strategy, investment decisions are implemented uniformly across all 

accounts. The allocation process of aggregated trades is managed by the Dealing Team based on 

direction from the Portfolio Managers. In cases where the allocation is less than the amount 

requested or sought, Blackfriars’ policy is to ensure that all accounts are treated fairly and 

consistently, in particular taking care to ensure that smaller accounts and funds are not in any 

way disadvantaged and that the larger accounts and funds are not left with small positions that 

are void of economic merit. Shares are allocated across all accounts on a weighted pro rata basis 

at average price. In the case of initial public offerings (IPOs), if a trade is not executed in its 

entirety, a fund or an account will generally receive shares only if the amount equals at least 

0.20% of the value of the fund or account.  

 

Item 13.  Review of Accounts  

Portfolio composition and investment performance are monitored on a regular basis by the 

Portfolio Manager to determine whether holdings and account activity  

 

1. Adhere to client directed guidelines; 

2. Are consistent to portfolios with similar mandates; and  

3. Reflect our tactical strategy given the market outlook.  

 

Accounts demonstrating any inconsistencies will be subject to further analysis by our Senior 

Management Committee and/or Compliance Officer. Such instances will be referred to the 

Senior Management Committee if they are identified as exceptions by virtue of the Compliance 

monitoring programme.   

 

On a daily basis for each business day, adherence to investment guidelines is reviewed on both a 

pre and post deal basis by our trading system. Senior management monitors exception reports 

and in the event that an exception is identified, the Compliance Officer discusses the 
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circumstances with the relevant portfolio manager. If there is a genuine violation, Compliance 

will determine what remedial action is required to correct the position and, if any compensating 

payments are required. Compliance ensures that an error report is compiled to document the 

situation and remedial actions taken in order that the Firm can track any systemic or repeat issues 

in the future.  

 

On a monthly basis, our Senior Management Committee reviews performance across all 

portfolios and investigates outliers, via investigation of causes of the potential disparity. The 

Senior Management Committee is comprised of the Head of Equities, Compliance Officer and 

Chief Executive Officer. 

 

Client reporting is provided periodically according to client requirements. Typically, we provide 

monthly or quarterly reports in writing, covering matters such as portfolio performance, market 

activity, forward looking investment ideas and economic commentary.  

 

Item 14.  Client Referrals and Other Compensation 

Unaffiliated Solicitors and Placement Agents.  We may hire third parties to solicit new 

investment advisory clients.  The commissions or fees, if any, payable to such solicitors (also 

referred to as placement agents) with respect to solicitation of investments with us will be paid 

solely by us.  Clients will not pay fees for these solicitations. These solicitors have an incentive 

for the client to hire us because we will pay the solicitor for the referral.  The prospect of 

receiving solicitation/placement fees may provide such placement agents and/or their 

salespersons with an incentive to favour these sales over the sale of interests of other 

investments with respect to which the placement agent does not receive such compensation, or 

receives lower levels of compensation. In addition, to the extent permitted by law, certain 

placement agents and their respective affiliates may provide brokerage and certain other 

financial and securities services to us or our affiliates. Such services, if any, will be provided at 

competitive rates.  

 

Item 15.  Custody 

 

Rule 206(4)-2 under the Advisers Act (the “Custody Rule”) defines “custody” to include a 

situation in which an adviser or a related person holds, directly or indirectly, client funds or 

securities or has any authority to obtain possession of them, in connection with advisory services 

provided by the adviser.   

 

For purposes of the Custody Rule, we are deemed not to have “custody” of client assets.  

 

Item 16.  Investment Discretion 

 

We typically accept discretionary investment authority over client assets and clients must grant 

this discretionary authority to us in writing via a contract and/or through an appointment to 

become the investment adviser of a private fund.  In all cases, however, such discretion is to be 

exercised in a manner consistent with the stated investment objectives and guidelines for the 

particular client account. 
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Clients must deliver their investment guidelines and restrictions to us in writing, and we will 

adhere to such guidelines and restrictions when making investment decisions. 

 

Item 17. Voting Client Securities 

 

We have adopted a Proxy Voting Policy, related procedures and voting guidelines that apply to 

those clients for which we have a regulatory obligation to vote proxies and to clients that have 

given us, through the investment advisory agreement, the authority to vote proxies.  In voting 

proxies, we will seek to act solely in the best interest of the client.   

 

We take our responsibilities as a shareholder seriously and are interested in the medium-to-long 

term performance of the companies in which we invest on behalf of clients. We therefore seek to 

ensure that we participate, where required to do so by legal or contractual obligation, in the 

decision making process of the companies in which we owns shares. However, we do not 

support the misuse of our position as a minority shareholder. We will carefully review proposals 

that would limit shareholder control or could affect the value of a client’s investment.  We 

generally will oppose proposals designed to protect a company’s management unnecessarily 

from the wishes of a majority of shareholders.  However, we will generally support proposals 

designed to provide management with short-term protection from outside influences so as to 

allow management to achieve long-term goals. We will try to ensure that company’s 

management reasonably responds to social issues, in particular where it is not likely to affect 

economic performance. 

    

Conflicts of interest may arise between our interests and our clients’ interests when voting client 

securities.  A conflict of interest may exist, for example, the firm or any of its affiliates has a 

business relationship with either the company soliciting the proxy or a third party that has a 

material interest in the outcome of a proxy vote. 

 

Where we determine there is a potential for a material conflict of interest regarding a proxy, we 

will take one or some of the following steps: 

 

1. Inform the client of the material conflict and our voting decision; 

 

2. Discuss the proxy vote with the client; 

 

3. Disclose fully the material facts regarding the conflict and seek the client’s consent to 

vote the proxy as intended; and/or 

 

4. Seek the recommendation of an independent third party. 

 

We generally do not respond to client directions to vote proxies in a particular manner or in a 

general manner that is different from these policies and procedures. 

 

We will endeavour to retain as much evidence as possible to document that each proxy vote or 

abstention was consistent with this policy, in the best interests of the client, and not a result of 

any material conflict. 
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We will furnish a copy of our Proxy Voting Policy, related procedures and voting guidelines to 

each client upon request.  Upon request, we will also disclose to a client the proxy voting history 

for its account after the shareholder meeting has concluded. 

 

Item 18. Financial Information 
 

Not applicable.  


