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Item 2 - Material Changes 

 
This item discusses only specific material changes since, and replaces, our Form ADV Part 2A 
brochure dated December 26, 2014.  
 
At the end of 2014 we changed our name from Lee Munder Capital Group, LLC to LMCG 
Investments, LLC.  
 
We are a board-managed limited liability company owned in part by our employees, City National 
Corporation (“CNC”) and Lee Paul Munder.  We operate independently of CNC, a publicly held 
financial services company and bank headquartered in Los Angeles. On January 22, 2015, CNC 
announced its agreement to be acquired by Royal Bank of Canada and the transaction is expected 
to close before the end of 2015. 

 
Copies of this brochure are available upon request by contacting our Chief Compliance Officer, 
Joseph Tower, at (617) 380-5600, or compliance@lmcg.com. 

 
Additional information about us is available via the SEC’s website www.adviserinfo.sec.gov. The 
SEC’s website also provides information about any persons affiliated with us who are registered as 
our investment adviser representatives. 

mailto:compliance@lmcg.com
http://www.adviserinfo.sec.gov/
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Item 4 - Advisory Business 
 
LMCG Investments, LLC (“LMCG”) is a SEC-registered investment adviser located in Boston, 
Massachusetts. 
 
Lee Munder Investments, Ltd. was founded as a private partnership in August 2000 to provide 
investment management solutions to institutional and high net worth individuals. In July 2009, we 
changed our name to Lee Munder Capital Group, LLC when we became an affiliate of City National 
Corporation (“CNC”).  At the end of 2014, we changed our name to LMCG Investments, LLC. 

 
We are a board-managed limited liability company owned in part by our employees, City National 
Corporation (“CNC”) and Lee Paul Munder.  CNC and Lee Paul Munder (through Rednum Family 
Investments, LP) currently own, directly or indirectly, more than 25% of LMCG. We operate 
independently from CNC and do not conduct joint operations or provide investment advice that is 
formulated, in whole or in part, with CNC or any of its other affiliates. See Item 10 for additional 
information about our financial industry affiliations. 

 
Advisory Services 
 
Our Small Cap and Mid Cap Value Strategies apply a classic value investment style focusing on solid 
small cap and mid cap companies, respectively, whose stock we believe is temporarily out of favor 
in the market. The strategies emphasize companies with higher returns on capital, free cash flow, 
and strong balance sheets. These companies often dominate a particular industry niche. Generally 
these industries have significant barriers to entry and, as a result, are able to perpetuate a higher 
return on capital over time. The strategies emphasize strong risk-adjusted returns by taking modest 
bets and focusing not only on upside but also on limiting the downside. 
 
Our Small Cap and Small-Mid Cap Growth Strategies are based on the premise that high-quality, 
high-growth, small cap and mid cap companies provide an excellent base for long-term investment  
performance. Our investment team uses a fundamental, bottom-up research approach that focuses 
on stock selection within the highest growth sectors of the economy. 
 
Our International Equity Strategies are based on a disciplined process that seeks to add value 
primarily through stock selection. Country and sector tilts are moderate. The stock selection model 
was developed on evidence that there are market anomalies that exist and can be exploited to 
generate excess return. Risk in the portfolio is managed to ensure security and sector diversification. 

 
Our Emerging Markets Strategies are based on a bottom-up, quantitative approach. They are 
intended to exploit inefficiencies in the market by identifying emerging markets stocks with 
attractive valuations that also have good growth prospects and high quality of earnings. By selecting 
stocks that rank well on a variety of metrics, we are able to diversify the sources of alpha in the 
portfolio to achieve more stable returns and weather different market environments. Quantitative 
tools help manage risk to avoid unwanted style tilts. Stocks in the portfolio are roughly equal-
weighted relative to the benchmark. The result is a well-diversified portfolio that is truly core and has 
exposure to both value and growth styles and invests across small, medium, and large cap stocks. 
 
Our Global Market Neutral Strategy uses a bottom-up, quantitative approach to investing and invests 
in small to mid-sized companies in the U.S. and in mid-large sized companies in other developed 
markets. This methodology is applied to a broad universe of stocks in a disciplined and systematic  
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way using a proprietary stock selection model. Stocks are ranked on a variety of quantitative factors 
which are used to produce an overall attractiveness score. The strategy takes long positions in 
stocks that we consider the most relatively attractive versus their industry peers and short positions 
in companies we consider the most relatively unattractive versus their peers. Capital is invested in 
industries where the stock selection model has proven to be most effective. 
 
Our Global MultiCap Strategy provides clients an efficient and diversified portfolio of individual 
stocks and Exchange Traded Funds (“ETFs”). This is accomplished by employing a dynamic asset 
allocation process using our institutional investment capabilities. The resulting portfolio consists of 
large, mid, and small cap stocks and ETFs in the domestic and international asset classes. 

 
Our Institutional GARP Strategy (Growth at a Reasonable Price) selects companies with above- 
average earnings growth potential and reasonable valuations. This is accomplished by employing 
classic fundamental securities analysis to identify the highest quality companies in terms of 
competitive advantage, profit margin expansion, balance sheet strength, conservative accounting, 
corporate governance issues, and management integrity. 

 
Our PIM (Private Investment Management) GARP Strategy selects companies with above-average 
earnings growth potential and reasonable valuations. This is accomplished by employing classic 
fundamental securities analysis to identify the highest quality companies in terms of competitive 
advantage, profit margin expansion, balance sheet strength, conservative accounting, corporate 
governance issues, and management integrity. PIM GARP is managed and customized for 
individual taxable clients.  The different tax profile and often differing investment time horizon of 
each client lead to differences in the types of investment themes pursued in portfolio strategy and 
in the turnover of the portfolio. 

 
Our Fixed Income Strategies (Taxable and Tax Exempt) seek income production, preservation of 
capital, and a total rate of return through investments in high quality individual issues. We actively 
manage portfolios using individual bonds that are commensurate with the client’s income needs, 
tax situation, and risk tolerance. Mutual funds or ETFs are also used for some clients for the purpose 
of improving diversification and liquidity. Our fixed income products primarily include US 
government, corporate, mortgage-backed, asset-backed, and municipal securities. 

 
Our Balanced Portfolios are constructed using active strategies in both their equity and the fixed 
income portions. Sometimes we allocate a portion of these portfolios’ assets to our Global Market 
Neutral Strategy. Asset allocation weights are managed within ranges established in client 
investment guidelines.  

 
 

Additional Advisory Services 
 
Solution Products: Upon client request, we will combine two or more investment strategies tailored 
to certain investment objectives or benchmark weightings. In combining these investment 
strategies, we will deliver either an account that fully replicates the underlying strategies or, where 
requested, an optimized approach to reduce the number of securities and portfolio turnover. 

 
Private Equity Consulting Services: We provide private equity and venture capital consulting services 
and assess PE and VC fund of funds. This program focuses on helping our clients build a diversified, 
risk-managed portfolio of private equity and venture capital investments. 
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Mutual Funds: We are the adviser to the Forum Funds Series Trust for the LMCG Global Market 
Neutral Fund and the LMCG Global MultiCap Fund. Atlantic Fund Services provides fund accounting, 
fund administration, compliance, and transfer agency services to both funds. Foreside Fund 
Services, LLC (“Foreside”) a SEC-registered broker-dealer and member firm of Financial Industry 
Regulatory Authority, Inc. (“FINRA”), acts as the Trust’s distributor in connection with the offering of 
fund shares. Foreside is not affiliated with us or Atlantic Fund Services. 

 
We also act as a subadviser to several registered mutual funds where we provide professional 
investment advisory services on a discretionary basis. Investments for advised and subadvised 
mutual funds are managed in accordance with each fund’s investment objective, strategies, and 
restrictions and they are not tailored to the individualized needs of any particular fund investor. 

 
Wrap Fee/Sponsored Programs: We participate in wrap fee advisory programs sponsored by 
unaffiliated advisors, broker-dealers, and banks (collectively, the “Sponsors”). Under these programs, 
the Sponsors are responsible for selecting or facilitating the selection of advisers, pre-screening 
client suitability, most aspects of direct client servicing, and operations. We provide separate 
account advisory services with various investing strategies to clients of the Sponsors. Trades are 
generally placed with brokers designated by the Sponsors, although we may use other brokers.  See 
Item 12 for information about how directed brokerage affects management of client accounts. In 
determining whether to establish a wrap fee program account, a client should be aware that the 
overall cost to it may be higher or lower than it might incur by engaging us directly. 

 
Model Portfolio Programs: We provide model portfolios for discrete asset classes to certain clients 
who are investment advisers (“Model Clients”). These Model Clients use the recommendations 
comprising our model portfolios as a basis for investment strategies that they offer to their clients. 
We do not create our model portfolios for the individual or particular needs of their clients, or any 
other individual, but rather provide what we believe is an appropriate allocation and weighting of 
securities for a given asset class. Our Model Clients have discretion to determine how and when to 
implement our model portfolios and our changes to these portfolios and we have limited or no 
trading authority in such arrangements. 
 
Other Strategies and Services: We serve as investment manager for several collective investment 
funds for qualified pension and retirement plans under the LMCG Collective Trust with SEI Trust 
Company as Trustee.  We are the investment adviser for two private funds: The Emerging Markets 
Equity Fund, Ltd. and The Emerging Markets Small Cap Equity Fund, Ltd., each of which is an 
exempted company incorporated under the laws of the Cayman Islands.  
 
Client Restrictions 
 
Clients invested in our separately managed accounts may place investment restrictions (as to 
individual securities/tickers, positions, industries, cash, etc.) subject to our approval. When we invest 
the assets of those accounts in mutual funds, ETFs and other commingled funds, our ability to avoid 
investments in a specific company or industry, in accordance with a client’s restrictions, may be fully 
or partly curtailed. When investing in such funds we do not look through the underlying holdings for 
client-specific restrictions. We inform these clients of the impact of investment restrictions. See Item 
16 for additional information on client-imposed restrictions. 
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Assets Under Management 
 
As of December 31, 2014, we had $6.7 billion in assets under management. Discretionary assets 
under management represented $6.4 billion; non-discretionary assets under management 
represented $300 million. 

 
Item 5 - Fees and Compensation 

 
We generally set standard fee schedules for our strategies. Fees may be negotiable based upon 
factors including services required, size of assets to be managed, product type (including investment 
discipline and the medium for delivering the investment service, i.e., separate account, pooled 
structure, etc.), investment capacity, and size of the overall relationship. 

 
Generally, we are compensated by our clients on the basis of assets under management computed 
and payable quarterly. Fees are calculated each quarter and one fourth of the annual amount is billed 
in arrears, unless the client and we agree to another arrangement. Clients may elect to be billed 
directly for fees or to authorize us to directly debit fees from client accounts. 

 
Fees for Separately Managed Accounts 
 
Strategy Standard Fee Range 
Large Cap Equity and Balanced 0.35%-1.20% 
Mid Cap Equity 0.45%-0.85% 
Small Cap and Small-Mid Cap 

 
0.65%-1.00% 

International Large Cap Equity 0.55%-0.75% 
International Small Cap & 

 
0.75%-1.25% 

Global Equity 1.00%-1.50% (includes  solicitation and custody fees where 
 Fixed Income 0.30%-0.75% 

Global Market Neutral 1.00% 
 

Our investment management fees are exclusive of brokerage commissions, transaction fees, and 
other related costs which are incurred by the client. Clients may incur and be responsible for payment 
of other charges imposed by custodians, brokers, and other third parties such as fees charged by 
managers, custodial fees, deferred sales charges, odd-lot differentials, transfer taxes, wire transfer 
and electronic fund fees, and other fees and taxes on brokerage accounts and securities transactions. 

 
Fees for Mutual Funds, Collective Funds, and Other Funds 
 
Our fees for services as a mutual fund, collective trust, or private fund adviser or subadviser are 
negotiated with, and compensated by, each fund or trust. Subadvisory fees are charged in a manner 
similar to separately managed accounts or paid directly by the financial intermediaries. Mutual funds 
and ETFs also charge internal management fees, which are disclosed in a prospectus. Such charges, 
fees, and commissions are exclusive of and in addition to our fees, and we do not receive any portion of 
these commissions, fees, and costs. To avoid the duplication of fees and the corresponding potential 
conflicts of interest, our investment management fees may be waived on a portion of client’s assets 
when that portion is invested in LMCG Funds. In some cases, a client could invest in certain mutual 
funds or ETFs without paying a fee to us but then would not have the benefit of our advice, review, and 
monitoring services. 
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Fees for Wrap Fee Programs and Model Portfolio Accounts 
 
Advisory fees earned by us for wrap fee programs are covered under agreements with the Sponsors 
and are part of a single inclusive (wrap) fee charged by each Sponsor to clients for investment 
advisory services, commissions, custody, and administrative costs. Fees for wrap fee accounts are 
based on each client’s assets under management. The fee and service arrangements for accounts 
under any wrap fee program are negotiated between each client and the Sponsor. The fee paid by a 
client to the Sponsor may cover services of the Sponsor and/or its affiliated entities such as trade 
execution and custodial services. We receive a portion of the wrap fee for the advisory services we 
render to the client. Sponsors often opt to create their own fee invoices in lieu of ours. 

 
For model portfolio accounts, we are paid at negotiated rates by the outside advisory firms to which 
we provide our investment models. 
 
Fees for Private Equity Consulting Services 
 
We are paid a fixed fee for providing private equity consulting services. 
 
Additional Fee Details 
 
In certain situations, we may generate more revenue from one client relationship than another 
depending on size of assets or fee structure, including our opportunity to realize additional revenue 
from performance fees. In order to reduce potential conflicts of interest, we do not give preferential 
treatment to accounts with a performance-based fee arrangement. To ensure fairness to all clients, 
we have adopted certain policies and follow certain procedures that are designed to prevent favoring 
one account over another. These procedures include side-by-side management controls, trade 
aggregation, and trade allocation procedures. 

 
We may manage funds for clients in a variety of investment styles including, but not limited to, 
equity, balanced, and fixed income. Clients for whom we provides services in multiple styles may pay 
fees based upon an overall fee schedule for all styles/accounts, or may pay fees at different levels 
for each account or investment discipline. 

 

We may charge a flat fee for accounts where the account type, services provided, size of assets, or 
similar factors indicate that a flat fee is appropriate. In addition, for accounts under a certain size, a 
minimum fee may be charged based on the specific type of account. See Item 7 for additional 
information about minimum account sizes. 

 
From time to time a client may engage us as investment adviser without designating an account 
custodian.  In these circumstances we may recommend that the client use a custodian with which 
we have an ongoing agreement.  If the client agrees, it pays us a single fee for investment advisory 
and custodial services. This bundled fee may be higher than our fee for investment advisory services 
only, and, depending on the size of the account and other factors, may be higher or lower than the 
fees needed to purchase investment advisory and custodial services separately. We recognize a 
potential conflict of interest because the fees we pay the custodian may decrease as aggregate 
client assets custodied increase, resulting in a higher percentage of client fees being retained by us. 
The client pays or bears brokerage commissions and other transaction fees in addition to our fee.   
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ERISA Account Fees and Compensation 
 
U.S. Department of Labor regulations under the Employee Retirement Income Security Act (“ERISA”) 
require that we disclose information about direct and indirect compensation we reasonably expect 
to receive in connection with the investment management services we provide to employee benefit 
plans subject to ERISA. We provide discretionary investment management services to ERISA plans 
as described in each investment management agreement between an ERISA plan and us. 

 
Direct Compensation 
 
We receive an annual investment management fee, which is billed or invoiced to the responsible 
plan fiduciary. The fee is paid in arrears from the assets of the account or by the plan sponsor, in its 
discretion and in accordance with plan documents. The fee is based on the value of the assets of the 
account. Additional details regarding the fees we charge are contained in the fee section of each 
investment management agreement between an ERISA plan and us. 

 
Indirect Compensation 

 
Soft Dollars - We receive proprietary and third-party research and brokerage services within the 
meaning of Section 28(e) of the Securities Exchange Act of 1934 from certain broker-dealers that 
execute our clients’ securities trades. Such indirect compensation is expected to be within a range of 
approximately 20% to 30% of total brokerage commissions paid based on historic data. Proprietary 
research generally includes access to conferences, analysis, forecasts, and in-house research. This 
type of research does not have an identifiable monetary value, and the specific eligibility conditions 
for our receipt of proprietary research (other than using the broker-dealer’s services) are not shared 
with us. Information regarding third-party research attributable to trading by our ERISA clients, and 
the broker-dealers that provided the research, is available to those clients upon request. Additional 
information about our soft dollar practices can also be found under Item 12 - Brokerage Practices. 

 
Gifts and Gratuities - Our gift and entertainment policy was developed in accordance with applicable 
regulatory guidelines and is intended to help employees make appropriate decisions that are 
consistent with the best interests of our clients. Our employees are not permitted to solicit gifts, and 
extravagant or excessive entertaining is also prohibited. There is no agreement or arrangement 
between us and third parties regarding the provision of gifts, meals, or gratuities to our employees 
that is based on our service agreement or arrangement with any particular client, and any such gifts, 
meals, and gratuities are not received by our employees by reason of their services to any particular 
client. We have determined that, under any reasonable method of allocation, any gifts and 
entertainment attributable to ERISA plans are of insubstantial value. 

 
Investment Related Disclosure 
 
Department of Labor regulations also require service providers to disclose certain additional 
information about entities and investments that are considered to hold “plan assets” of ERISA plans 
as follows: 

 
Operating Expenses - ERISA accounts may be charged for brokerage commissions and other 
transaction related costs attributable to an account’s investments as described in each client’s 
investment management agreement with us. Upon request, we can also provide exact amounts 
applicable to each account and such amounts are generally reflected on each client’s account 
statements and reports. 
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Compensation for Termination of Contract - We will not receive a termination fee if an agreement is 
terminated. Each investment management agreement between an ERISA plan and us sets forth the 
terms under which accrued fees are payable upon termination. 
 
Questions and Additional Information - This information is being provided to comply with the 
disclosure requirements of ERISA Section 408(b)(2) and Department of Labor regulations and is not 
intended as an offer or solicitation with respect to the purchase or sale of any of the products or 
services described or referred to herein. Any document referenced herein is also available upon 
request. Any questions about these ERISA disclosures and any requests for different or additional 
information should be directed to our Compliance Office by e-mail at compliance@lmcg.com or by 
telephone at (617) 380-5600. 

 
 

Termination of Accounts 
 
Notice provisions for termination of an advisory relationship are provided for in our investment 
management agreements and can be negotiated when establishing an advisory relationship. If 
advisory services are delivered through a partnership then the terms of termination of the 
partnership agreement apply. 

 
For those accounts that pay quarterly in arrears, any earned, unpaid fees will be due and payable at 
the time an account is closed. The amount of fees will be based on the account value on the date of 
termination and will be prorated for the number of days in the quarter the account was open. For 
those wrap accounts that currently pay quarterly in advance, fees will be prorated and adjusted 
based upon any new accounts started and accounts terminated and any over/under payment will 
be reflected in the next quarterly payment. We reserve the right to negotiate other methods of 
determining final account valuation and fees with our clients. 

 
Item 6 - Performance-Based Fees and Side-By-Side Management 

 
In some cases, we have entered into performance-based fee arrangements for our services with 
qualified clients, in accordance with applicable SEC regulations. Such fees are subject to 
individualized negotiation with each such client. Such fees are tailored to specific client 
circumstances, and as such, there is no standard performance fee schedule. In measuring clients' 
assets for the calculation of performance-based fees, we include income, dividends, and realized 
and unrealized capital gains and losses. 

 
We recognize that such arrangements may create potential conflicts of interest. In particular, 
performance based fee arrangements may create an incentive for us to recommend investments 
which may be riskier or more speculative than those which we might recommend under a standard 
fee arrangement. These arrangements, or our management of any proprietary account, can also 
create an incentive to favor these types of accounts over other accounts in the allocation of 
investment opportunities. We have adopted procedures designed to ensure that all clients are 
treated fairly and equitably, and to prevent these conflicts from influencing the allocation of 
investment opportunities among clients. These procedures include side-by-side management 
controls including trade aggregation and systematic allocation procedures. 

 
 
 
 

mailto:compliance@lmcg.com


11 FORM ADV PART 2A BROCHURE – MARCH 2015 

 

 

 
Item 7 - Types of Clients 

 
We provide investment advice to taxable, non-taxable, foreign and domestic clients. Such clients 
include but are not necessarily limited to individuals, high net worth individuals, trusts, corporate 
pension and profit-sharing plans, ERISA plans, Taft-Hartley plans, charitable institutions, 
foundations, endowments, public employee retirement systems, registered mutual funds, collective 
investment funds, private investment funds, and other U.S. and international institutions. The vast 
majority of these arrangements are discretionary in which we select the investments and trade on 
the client’s behalf without prior consultation with the client. We also participate in a limited number 
of model portfolio programs in which we provide a model portfolio to certain clients who are 
investment advisers, but we do not exercise investment discretion.   

 
Our minimum account sizes, subject to account characteristics and client service requirements, are: 
 

Equity separately managed institutional accounts            $3.0 million  
High net worth individual accounts $1.5 million 
Fixed income accounts $1.0 million 
Global MultiCap accounts  $0.5 million 

 
Minimums may be waived depending on the proposed account size, style, other relationships, and 
other factors. 

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

 
At LMCG, various portfolio construction and risk assessment skills are applied in managing portfolios 
across a broad risk/return spectrum. Throughout the investment process, emphasis is on 
fundamental analysis and/or quantitative disciplines in an effort to produce attractive returns 
relative to agreed-upon benchmarks and/or risk levels. 

 
Information is gathered from trade associations; academic and government publications; 
discussions with company management, technical and scientific specialists, and consultants; and 
from commercially available news services and market quotations. Such information is assimilated 
by the professional staff and used in our internal assessment of the investment environment and in 
our equity research. 

 
Investment strategy risk is evaluated in the following contexts: 

 
1) Consistency with portfolio risk: The Chief Investment Officer (“CIO”) and investment teams 

review both ex-ante risk (primarily using a quantitative tool) and ex-post risk (primarily using a 
portfolio analytics tool). The objective of ex-ante risk analysis is to determine if there are any 
concentrations of factor exposures (includes industry, style, fundamental bias, country, currency 
among others) that are unusually significant given the stated objectives of the strategy. The CIO 
will typically consult with the portfolio manager to confirm that the unusual concentrations were 
intended and for investment justification. The objective of ex-post risk analysis is primarily to 
evaluate team skill during varying market environments. The CIO uses these analyses as the 
basis for investment team reviews and for reports to the LMCG Board. 

 
2) Consistency with portfolio construction: Single stock concentration risk, adherence to economic 

sector bands, aggregate fundamental measures relative to benchmarks and absolute levels are 
reviewed. 
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3) Credit quality exposure and concentration:  Consistency with client guidelines as well as 

adequacy of information and adequacy of liquidity are reviewed by the fixed income team for all 
fixed income assets. 

 

4) Dispersion of accounts: Consistency of management is reviewed quarterly for accounts that are 
within major product composites. Accounts that are customized are reviewed semi-annually for 
dispersion relative to individualized targets. 

 
Investment Review Committee 
 
Our Investment Review Committee generally meets quarterly, is comprised of the senior 
management of the firm, and is chaired by the CIO. The issues reviewed by this committee generally 
include each product’s adherence to its investment strategy; quantitative reports that measure 
adherence to defined investment style; evidence of adherence to buy/sell discipline, turnover, and 
individual stock/portfolio summary fundamental characteristics; and performance relative to 
defined benchmark and peer group performance comparisons. 

 
Risk of Loss 
 
All investments have some degree of risks and it is possible that clients could lose money by 
investing in an LMCG strategy. An investment in an LMCG strategy is not a deposit with a bank and 
is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government 
agency. While we make every effort to achieve our strategies’ objectives, we cannot guarantee 
success. Past performance does not guarantee future results. 

 
Equity securities risk: There is the risk that the value or price of a particular stock or other equity or 
equity-related security could go down and a client’s money could be lost. In addition to an individual 
stock losing value, the value of the equity markets or a sector of those markets in which a strategy 
invests could go down. 

 
Small company risk: The shares of small companies tend to trade less frequently than those of 
larger, more established companies, which can have an adverse effect on the pricing of these 
securities and on a strategy’s ability to sell these securities. Changes in the demand for these 
securities generally have a disproportionate effect on their market price, tending to make prices rise 
more in response to buying demand and fall more in response to selling pressure. 

 
Fixed Income risk: The market value of fixed income investments changes in response to interest 
rate changes and other factors. During periods of falling interest rates, the values of fixed income 
securities generally rise and during periods of rising interest rates, the values of those securities 
generally fall. While securities with longer maturities tend to produce higher yields, the prices of 
longer maturity securities are also subject to greater market fluctuations as a result of changes in 
interest rates. 

 
ETF risk: An ETF is a registered investment company that seeks to track the performance of a 
particular market index. Investing in an ETF generally offers instant exposure to an index or a broad 
range of markets, sectors, geographic regions, or industries. When investing in ETFs, shareholders 
bear their proportionate share of the ETF’s expenses. An investment in an ETF exposes a client to the 
risks of the underlying securities in which the ETF invests. Also, although ETFs seek to provide 
investment results that correspond generally to the price and yield performance of a particular 
market index, the price movement of an ETF may fail to track the underlying index. 
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Foreign investment risk: Investment in foreign securities generally involve more risk than investing in 
securities of U.S. issuers. Changes in currency exchange rates may also affect the value of foreign 
securities held; securities of issuers located in emerging markets tend to have volatile prices and 
may be less liquid than investments in more established markets; foreign markets generally are 
more volatile than U.S. markets, are not subject to regulatory requirements comparable to those in 
the U.S., and are subject to differing custody and settlement practices; foreign financial reporting 
standards usually differ from those in the U.S.; foreign exchanges are smaller and less liquid than 
the U.S. market; political developments may adversely affect the value of a portfolio’s foreign 
securities; and foreign holdings may be subject to special taxation and limitations on repatriating 
investment proceeds. 

 
Market and management risk: Markets may experience volatility and go down in value, possibly 
sharply and unpredictably. Our decisions require judgment and are based on imperfect information. 
Additionally, the investment techniques, risk analysis, and investment strategies used by us in 
making investment decisions may not produce the desired results. 

 
Liquidity and valuation risk: From time to time, an LMCG strategy may hold one or more securities 
for which there are no or few buyers and sellers or which are subject to limitations on transfer. We 
may have difficulty disposing of those securities at the values determined by us for the purpose of 
determining net asset value, especially during periods of significant redemptions. 

 
Short selling risk: In certain accounts, we may engage in short sales of securities by borrowing a 
security and selling it. These accounts may incur losses from unsuccessful short sales, and due to 
the nature of short selling, such losses may be theoretically unlimited. 

 
Hedging risk: In certain accounts, we may trade forward contracts, options and futures on currency 
and indices, financial futures contracts, and options on such futures contracts. Any financial futures 
or related options transactions engaged in for a client's account is incidental to our securities 
investment advisory business. Depending on the particular regulatory requirements and contractual 
terms applicable to such client, such transactions may be conducted for hedging purposes, (ii) 
subject to a maximum level of aggregate initial margin and premiums or a maximum aggregate net 
notional amount of positions, (iii) to provide exposure to the market in which the assets would 
otherwise be invested, or (iv) for other conservative portfolio management reasons. 

 
Item 9 - Disciplinary Information 

 
Registered investment advisers are required to disclose all material facts regarding any legal or 
disciplinary events that would be material to a client’s or prospective client’s evaluation of us or the 
integrity of our management.  We have nothing to disclose under this item. 

 
Item 10 - Other Financial Industry Activities and Affiliations 

 
We are majority-owned by City National Corporation (“CNC”). CNC also directly and indirectly owns 
and maintains ownership interests in other investment management firms. CNC makes available to 
its affiliates opportunities for cooperative purchasing of certain administrative programs and 
products. We operate independently from CNC and each of its other investment advisory affiliates. 
We do not conduct joint operations with any of these affiliates and do not provide investment advice 
that is formulated, in whole or in part, by such affiliates. 
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CNC also owns City National Bank. We may recommend the custodial or trust services of City 
National Bank to our clients or prospective clients.  See Item 15 for additional information about the 
custodial services of City National Bank. 
 
City National Securities (“CNS”) and RIM Securities are broker-dealers affiliated with us through 
common ownership by CNC. We do not trade with CNS or RIM Securities and our employees do not 
receive any compensation from either firm. 

 
We have entered into distribution and service agreements with Foreside pursuant to which Foreside 
serves as the principal underwriter and distributor of the shares of certain open-end mutual funds for 
which we act as investment adviser. The agreements include the licensing of certain LMCG 
employees as registered representatives and principals of Foreside, which allows these 
representatives to sell shares of the mutual funds and interests in private funds for which we act as 
investment adviser. LMCG is a branch office of Foreside. Foreside is not affiliated with LMCG. 

 
To support share sales of certain open-end mutual funds, we have engaged Endeavour Investment 
Partners, LLC (“Endeavor”) to act as a third party marketing firm. Endeavour is registered as an 
investment adviser with the Commonwealth of Massachusetts, and is a branch office of Investment 
Planners, Inc. 

 
All investment management arrangements with related parties are conducted on an arms-length 
basis so as to neither advantage nor disadvantage LMCG's other clients or related parties. 
 
Subject to our Code of Ethics as described in Item 11 below, our directors, officers and employees 
may buy or sell investments for their personal accounts that are also recommended to our clients or 
purchased for client accounts. In addition, we may buy or sell for client accounts securities or other 
investments in which we or a related person has a financial interest. We and our officers and 
employees (and their families) may invest along with other investors in products, including mutual 
funds, proprietary funds, or other commingled vehicles, for which we are the investment adviser or 
subadviser. All client accounts will be treated in a fair and equitable manner. 
 
Item 11 - Code of Ethics 

 
We have a Code of Ethics describing our standards of business and personal conduct and fiduciary 
duty to our clients. The Code of Ethics includes provisions relating to the confidentiality of client 
information, a prohibition on insider trading, restrictions on the acceptance and giving of significant 
gifts and business entertainment items, and personal securities trading procedures, among other 
things. All of our employees must read, understand and acknowledge the terms of the Code of 
Ethics annually, or when material amendments are made. 

 
The goal of our Code of Ethics and its policies, procedures, and organizational structure is to 
establish standards and corresponding processes that put the interests of our clients first, ensure 
that no client or account is favored over another, and identify and disclose conflicts of interest as 
they relate to personal interests of individuals in the firm and/or competing interests of clients that 
could occur as the result of relationship size or fee structure. 

 
In appropriate circumstances, consistent with clients’ investment objectives, we may trade or 
recommend the purchase or sale of securities in which we, our affiliates and/or clients, directly or 
indirectly, have a position of interest. 
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Subject to our Code of Ethics and applicable laws, our directors, officers and employees may trade 
for their personal accounts in securities which are recommended to and/or purchased for our client 
accounts. The Code of Ethics also allows our personnel to invest in mutual funds and other pooled 
vehicles for which we are the investment adviser or subadviser, subject to the pre-clearance 
requirements of the Code. The Code of Ethics is designed to assure that the personal securities 
transactions, activities, and interests of our personnel will not interfere with (i) making decisions in 
the best interest of our clients and (ii) implementing such decisions while, at the same time, 
allowing employees to invest for their personal accounts. Under the Code, certain classes of 
securities have been designated as exempt transactions, based upon a determination that these 
would not materially interfere with the best interest of our clients. In addition, the Code requires pre- 
clearance of many transactions, and restricts trading in close proximity to client trading activity. 
Nonetheless, because the Code of Ethics in some circumstances would permit employees to invest 
in the same securities as clients, there is a possibility that employees might benefit from market 
activity by a client in a security held by an employee. Employee trading is continually monitored and 
the Code of Ethics is designed to reasonably prevent conflicts of interest between us and our clients. 

 
Any client or prospective client may request a copy of our Code of Ethics by contacting our 
Compliance Office by telephone at (617) 380-5600 or by e-mail at compliance@lmcg.com. 

 
Item 12 – Brokerage Practices 

 
We seek the best combination of net price and execution under the circumstances (“best 
execution”) for client accounts. We may achieve best execution through proper management of 
broker selection, trade execution, and use of commissions. We seek to obtain the best overall 
qualitative execution available given the particular circumstances by considering the full range and 
quality of a brokerage services, including: quality of execution, volume of trading done by a broker in 
a particular security, willingness to commit capital, financial stability, clearance and settlement 
procedures, and other factors. Our traders are generally aware of the prevailing range of commission 
rates for any given type of trade, and they select brokers and negotiate commissions depending on 
the complexity of the trade, the market environment, and the liquidity of the stock. 

 
Fixed income securities are generally purchased from a market maker acting as principal on a net 
basis with no brokerage commission paid by the client. Such securities also may be purchased in 
public offerings from underwriters at prices which include underwriting commissions and fees. 
Trades in the secondary market are executed on a competitive basis whenever possible. We 
manage numerous fixed income accounts, some with similar or identical guidelines and some with 
different guidelines, which may trade in the same securities. Portfolio decisions with respect to 
purchases and sales of fixed income securities may be similar or different from account to account. 

 
We may pay a broker-dealer that furnishes brokerage and/or research services a commission that is 
in excess of the commission another broker-dealer would have charged for executing the same 
transaction if it is determined that such commission is reasonable in relation to the value of the 
brokerage and/or research services which have been provided to us as a whole and in which clients 
benefit. 

 
Our Trading Oversight and Soft Dollar Committee consists of our Head of Trading, our CIO, our Chief 
Compliance Officer and a representative group of portfolio managers and research analysts. This 
committee conducts quarterly reviews of the firm’s execution, brokerage selection, trading activity 
and trends. In addition, this committee may consider the provision of research and other services by  

mailto:compliance@lmcg.com


16 FORM ADV PART 2A BROCHURE – MARCH 2015 

 

 

 
the broker to us. Accordingly, transactions may not always be executed at the lowest possible 
commission cost but commissions will generally be within a competitive range for that type of 
transaction. 

 
We may enter into arrangements where commissions are used to provide research or execution 
related services to us. The services may include research, trading and other similar applications. We 
evaluate and determine that these services qualify as research services as provided in the Section 
28(e) safe harbor of the Securities Exchange Act of 1934. Research services furnished by direct 
research providers or third party research providers may be used by us for any or all of our clients. In 
addition, research services may be used in connection with accounts other than those whose 
commissions were used to pay for such research services. Research services that we purchase may 
benefit all clients including clients who specify that their brokerage be directed to a specific broker. 
These clients may receive the benefits of such services without paying for them. If a portion of these 
services is used for non-research or trade execution-related purposes, we will pay for those services 
with our own funds. 

 
Such research-related services include: 
 

• fundamental company, security and industry analysis; 
• quantitative research; 
• economic data and forecasts; 
• on-line research services; 
• risk control systems; 
• attendance at quantitative and fundamental research seminars; 
• analysis of financial and market conditions; 
• quotation services; 
• valuation tools; and 
• statistical services. 

 
We may use commission sharing arrangements (“CSAs”) that allow us to separate the execution and 
research components of a trade. We are able to trade through an electronic communication network 
(“ECN”), algorithm, dark pool, or crossing network at a low commission rate and still generate 
research credit. We use CSAs to pay broker-dealers that provide research and brokerage services 
that qualify as research services as provided in the Section 28(e) safe harbor of the Securities 
Exchange Act of 1934. We do not use CSAs to pay for any third party-independent services, so called 
“soft dollar services.” 

 
We also use step-out transactions as a means to potentially improve trade execution. In a step-out 
transaction we place a block trade with a broker-dealer with the instruction that the broker-dealer 
execute the entire transaction but “step-out” of a portion of the trade in favor of another broker-
dealer that may have a directed brokerage arrangement with a client or may provide research 
products or services to us. This allows directed brokerage accounts to participate in larger block 
trades and receive the same execution price. While it is difficult to quantify the actual improvement 
in execution that results from step-out trades, we believe that clients generally benefit from 
participating in block trades. 
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Directed Brokerage and Trade Rotation 
 
Some clients direct us to trade with brokers designated by them, rather than grant us full discretion 
in selecting broker-dealers and negotiating trading commissions on their behalf.  Other clients, as 
participants in wrap fee programs, have agreed with their program’s sponsor that their trades will be 
executed by a broker designated by the sponsor.  Each client choosing or subject to ‘directed 
brokerage’ must understand that: 

 
• We may or may not be able to negotiate commission rates on its behalf and, as a result, it 

may pay higher commissions; 
• It may lose the possible advantage which our clients who do not choose directed brokerage 

derive from our aggregation of orders for multiple clients as a single “batched” transaction; 
• It may be deprived of the benefits of research-related products and services available from 

other brokers; and 
• We generally process directed brokerage trades after trades for which we have full brokerage 

discretion. 
 
Our policy is designed to provide a fair and equitable method of trade rotation in placing trades for 
all client accounts. Depending on the liquidity of a security and the size of the transaction, among 
other factors, we may use a trade rotation process where we trade for one group of clients before or 
after another such group so as to limit the market impact of the aggregate trade. Our trade rotation 
process provides discretion to our trading desk, which typically uses a random selection process 
intended to equitably allocate trades over time across our client base by investment strategy so that 
each group of clients can expect to have its trades executed at the beginning, middle and the end of 
the rotation. We treat wrap fee programs and model portfolio programs as directed brokerage 
clients. Trades placed for accounts in these programs are executed after trades for accounts for 
which we have full brokerage discretion. Please also see Item 4 for additional trading details for 
these programs. 

 
We use Global Trading Analytics (“GTA”), a third party monitoring service, to assist us with evaluating 
the effectiveness and efficiency of trade execution. GTA provides us with a set of standard quarterly 
reports that measure the transaction costs using several metrics. The results are presented quarterly 
to our Trade Oversight and Soft Dollar Committee. 

 
Trade Allocation and Aggregation 
 
We aggregate contemporaneous buy or sell orders for segregated client accounts only if we have 
determined, on the basis of each account, that the aggregated trading process is: in the best interest 
of each client participating in the order; consistent with our duty to seek best execution; and is 
consistent with the terms of the investment advisory agreement of each such client. 

 
We acknowledge that managing client accounts may create the potential for conflicts of interest in 
the following circumstances: (1) where we may receive performance-based fees; (2) a portfolio 
manager (“PM”) employed by us is invested in funds managed by us; and (3) where a relationship 
may exist between a PM and a client. Our procedures are reasonably designed to address these 
conflicts as well as ensure equitable treatment for all accounts as we employ aggregation in pursuit 
of best overall trade execution. 

 
A PM may buy, sell or hold a security for one client and not for another. Factors the PM may consider 
in managing a client’s portfolio include client objectives and restrictions, available cash, sector  
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weightings, applicable regulations (such as FINRA’s initial public offering restricted persons rules), 
desired position weighting and other relevant factors. 

 
We recognize that the needs and expectations of a typical private client may be different than an 
institutional client and therefore may require a different approach to account management. 
Depending on the nature of the relationship and the objective of a private client account, we, where 
practical, will combine trades across private client accounts in order to achieve cost or research 
benefits. There may be certain situations (e.g., client directives, specific private client needs or the 
necessity to discuss transactions prior to execution) where a PM may not be able to combine trades, 
resulting in a higher cost of execution to the client. 

 
We base our allocation of trades to client accounts on the appropriateness of the investment being 
allocated under the circumstances then prevailing. In particular, we do not base such allocation on a 
client’s fee arrangements (e.g., performance fees) or the willingness or ability of more than one 
client to participate in a given transaction. 

 
The allocation of securities bought or sold in an aggregated order will generally be done pro rata 
based upon the original orders or indications of interest submitted. Allocations of orders may be 
made to a client in excess of or below the amounts which would have been determined pro rata if a 
client has a unique investment objective and the security being acquired meets that investment 
objective, or if the allocation would be too small to establish a meaningful position for a client.  Our 
trading desk seeks compliance approval on revised allocations. 

 
Long and short sale orders submitted to our trading desk at the same time by different PMs on 
behalf of different clients generally are executed concurrently (i.e., no prescribed order). 

 
Limited Opportunities 
 
From time to time, we may have the opportunity to acquire securities for our clients in an initial or 
secondary public offering (each, an “offering”). PMs may submit an indication of interest in an 
offering for particular client accounts after considering factors such as, but not limited to, their 
investment objectives, risk tolerance, available cash, current portfolio composition, and related 
matters. Indications of interest will be made by the PMs for specific investment styles or accounts, 
and our trading desk personnel will aggregate those indications for submission to the offering’s 
underwriter or placement agent. If we receive fewer securities than we ordered, generally we will 
allocate them to each participating client account pro rata according to its indication of interest. If 
such allocations are deemed insignificant, too small from which to build a further position, or not 
cost beneficial for an account, the PM for such account may “opt out” of the allocation, in which 
case those shares will be reallocated to the remaining participating accounts. Share amounts 
allocated may also be adjusted to the nearest round lot. As with all matters relating to performance, 
there can be no assurances that IPOs will be available in the future, that IPOs will be suitable for 
each client account, or that the aftermarket price performance of IPOs will be better or worse 
relative to prior IPOs. 

 
We have performance-based fee arrangements with some clients. We believe that our policies with 
respect to allocation of investment opportunities are reasonably designed to mitigate the potential 
conflict of interests that may arise in such allocations. 
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Item 13 – Review of Accounts 
 
Internal Account Reviews 
 
We perform internal reviews of accounts both on an ad hoc and formal basis. On an ongoing basis, 
our CIO and his staff review the various investment teams and their related strategies to ensure 
adherence to guidelines, performance dispersion and overall investment team dynamics.  A more 
formal review of accounts is conducted during Investment Review Committee meetings which are 
generally held quarterly.  This committee’s goal is to review each LMCG strategy at least once 
annually.  These meetings typically comprise a review of each of the risk items described in Item 8 
as well as commentary by investment teams about significant business and investment items. 

 
Ad hoc internal reviews typically are held as a result of unusual market conditions which cause 
divergence of performance of either model portfolios or representative portfolios. Unusual patterns of 
returns are investigated either through investment systems or through direct interaction with 
investment teams. 

 
External Account Reviews and Client Reporting 
 
Account reviews are normally scheduled at the request of a client or its designated representative 
and generally include the portfolio manager and/or a client service officer. In some cases, the 
frequency of account review is agreed upon as part of a client’s investment guidelines. The number 
of accounts assigned to a portfolio manager varies depending on the capacity of the strategy, the 
client base, and the relative requirements of clients. 

 
As a general matter, we provide our clients written quarterly reports that include market 
commentary, investment holdings with cost and market value, and performance results. Reports 
with information such as realized gains and losses, purchases and sales, and transaction summaries 
are available upon client request. 
 
Sometimes we are responsible for determining the value of client investments, and our values may 
affect measurement or our performance or calculation of our fees. We have a written valuation 
policy, a copy of which is available to our clients upon request. 

 
Item 14 – Client Referrals and Other Compensation 

 
In exchange for commissions generated by discretionary trading activity, we receive research 
services from a variety of brokerage firms. See Item 12 for a description of the services and benefits 
we receive from brokers. 

 
We have entered into client solicitation agreements with MML Investors Services, Inc.; 
Commonwealth Financial Network; Credit Union Enhancements LLC; Investment Professionals, Inc.; 
LPL Financial LLC; Bridgeworth, LLC; and Sylvest Advisors, LLC (“Solicitors”). We compensate 
Solicitors for their services. Clients introduced to us by Solicitors may pay different and potentially 
higher fees than clients who are not introduced to us by Solicitors. 

 
We have entered into an agreement with Foreside whereby we compensate Foreside for 
underwriting, distribution, and other support services related to certain open-end mutual funds for 
which we are the investment adviser. Foreside is not affiliated with us. 
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We have engaged Endeavour, a third party firm, to help market certain open-end mutual funds.  Our 
marketing incentive policy provides, at our expense, marketing incentives to our employees. 
 
Item 15 – Custody 

 
Although we do not take physical possession of client funds or securities, we are deemed to have 
custody of some client assets under the SEC’s Custody Rule. In order to comply with the 
requirements of the Custody Rule, we engage an independent public accountant to conduct an 
annual surprise examination of those accounts for which we are deemed to have custody of client 
assets. 

 
The Custody Rule requires advisers that are deemed to have custody of client funds and securities to 
maintain those funds and securities with a “qualified custodian” in an account either under the 
client’s name or under the adviser’s name as agent or trustee for its client.  A “qualified custodian” 
is a regulated financial institution that customarily provides custodial services, including banks, 
savings associations, broker-dealers, and in some cases, futures commission merchants. 

 
We do not provide physical safekeeping of client assets.  This service is provided by qualified 
custodians. We generally require our clients to use a third-party custodian and, when asked, we will 
recommend custodians to clients. We avoid being deemed to have custody other than in limited 
circumstances described above.  Sometimes client assets are held by a related entity, City National 
Bank, which is operationally independent of us. We do not share personnel or access to assets with 
this or any other custodian. 

 
Our clients should receive statements at least quarterly from the custodians. We urge our clients to 
carefully review such statements and compare them to the account statements that we provide to 
our clients. Our statements may vary from custodial statements based on accounting procedures, 
reporting dates, or methodologies used to value securities. 
 
Item 16 – Investment Discretion 

 
Typically we have discretionary authority over our client’s investments.  This allows us to select the 
identity and amount of securities to be bought, sold or held for a client. We exercise this discretion in 
a manner consistent with the client’s investment objectives. 

 
When selecting securities and determining amounts, we observe each client’s investment policies, 
limitations and restrictions. Client-imposed restrictions may affect our ability to perform a given 
investment strategy and therefore, investment performance may deviate from other accounts 
managed using the same strategy. For registered investment companies, our authority to trade 
securities may also be limited by certain federal securities and tax laws that require diversification 
of investments and favor holding of investments over frequent trading. 

 
Investment guidelines and restrictions must be provided to us in writing. Please also see Item 4 for 
additional discussion of client restrictions. 
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Item 17 – Voting Client Securities 

 
Our authority to vote the proxies of our clients is established by our advisory contracts or comparable 
documents. Pursuant to SEC Rule 206(4)-6, we have adopted a policy and procedures governing the 
voting of proxies on behalf of our clients. Clients may request us to vote proxies on their behalf or 
may retain voting authority. It is our general policy that when given authority to vote proxies for a 
client, we must be authorized to vote all proxies for the client’s account. We generally do not accept 
partial voting authority or instructions from clients on how to vote on specific issues. Clients may 
obtain our proxy voting policy and procedures and information about how we have voted proxies on 
their behalf by contacting our Compliance Office via e-mail at compliance@lmcg.com. 

 
Certain clients may direct us to vote proxies in accordance with a specific set of guidelines or 
recommendations appropriate to their circumstances. In such situations, we do have voting 
discretion but will vote in accordance with a client’s direction. Our clients may wish to retain proxy 
voting authority and vote their own proxies if necessary in order to satisfy their individual social, 
environmental, or other goals. 

 
Clients desiring to direct us to vote proxies on their behalf must provide us their proxy voting 
guidelines at the time we establish their account. We may abstain from voting a client proxy if, in our 
opinion, the value obtained by voting the proxy is outweighed by the unique cost or the operational 
or trading constraints to a client account or situation. If a client engages in a securities lending 
program, and a security is on loan as of a voting record date, the proxy for that security generally 
cannot be voted by us. We employ a third-party vendor to assist with monitoring and completing the 
proxy voting process. We recognize the potential for conflicts of interest in situations where we have 
discretion to vote client proxies and where we have material business or personal relationships or 
family relationships, or in the event that a client of ours has issued a security held in any client 
portfolio managed by us. To address these potential conflicts we have established a Proxy Voting 
Committee. This committee uses reasonable efforts to determine whether a potential conflict may 
exist, including maintaining a list of clients or securities that may pose a potential conflict, and how 
to vote the proxy of any security with respect to which it has identified a potential conflict.  

 
Class Actions 
 
From time to time we receive notices with respect to securities held or previously held in client 
portfolios that are subject to legal proceedings, including class actions or bankruptcies. Usually 
client custodians also receive these notices and therefore generally we do not forward these notices 
to our clients or their custodians.  Also, we do not take legal action on behalf of or provide legal 
advice to our clients. 

 
Item 18 – Financial Information 

 
We have no financial commitment that impairs our ability to meet contractual and fiduciary 
commitments to clients. 
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Item 19 – Additional Information 

 
Disaster Recovery 
 
Our disaster recovery plan addresses the critical components of communications, access to data, and 
trading.  We facilitate business continuity with fail-over communication services, remote access 
capability, and redundant data storage. Our Director of Operations is responsible for all aspects of the 
disaster recovery plan, including evaluating and testing the plan. In this role, he is assisted by the CFO, 
CCO and IT personnel. 

 
Privacy 
 
We have policies and procedures relating to the disclosure of investment portfolio information and the 
collection of confidential and private client information, in accordance with federal and state 
regulatory requirements. Client account information is secured and policies and procedures outlining 
our privacy and security policies are provided to clients as required or when requested. 

 
Performance 
 
We claim compliance with the Global Investment Performance Standards (GIPS®). Our performance 
is examined by an independent third-party verifier. 
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