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Item 1-Cover Page 

Samsung Asset Management Co., LTD. 

55, Sejong-Daero, Jung-Gu 

Seoul, Korea 100-716 

82.2.3774.7554 

www.eng.samsungfund.com 

March 31, 2015 

This brochure provides information about the qualifications and business practices of Samsung 

Asset Management Co., Ltd. (“SAMC” or the “Firm”). If you have any questions about the 

contents of this brochure, please contact Ha-young Shin at hayoung07.shin@samsung.com. The 

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

and Exchange Commission or by any state securities authority. 

Additional information about SAMC is also available on the SEC’s website at 

www.adviserinfo.sec.gov. 

SAMC is a registered investment adviser. Being a “registered investment adviser” or describing 

the Firm as being “registered” does not imply a certain level of skill or training. The oral and 

written communications we provide to you, including this brochure, serve as information for you 

to use to evaluate SAMC and should be considered in your decision whether to hire SAMC. 
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Item 2-Material Changes 

We have updated Item 4 to reflect the change in SAMC’s ownership structure. 
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Item 4-Advisory Business 

4.A: Firm Description and Principal Owners 

Samsung Asset Management Co., Ltd. (“SAMC” or the “Firm”) was founded in 1998 in Seoul, 

Korea. SAMC is an asset manager within the structure of the Samsung Group of companies 

(“Samsung Group companies”). SAMC provides investment advisory services on a discretionary 

and non-discretionary basis to institutional and retail investors and to certain companies within 

the Samsung Group companies, including Samsung Life Insurance Co., Ltd. and Samsung Fire 

& Marine Insurance Co., Ltd. 

SAMC has over 296 employees including 136 investment professionals with offices in Seoul and 

Hong Kong. SAMC’s major shareholder and principal owner is Samsung Life Insurance Co., Ltd. 

(“Samsung Life”), the largest insurer in Korea. Samsung Life owns approximately 97.7% of 

SAMC. 

4.B: Types of Advisory Services 

SAMC provides expert investment advice on Korea and Asian markets. SAMC’s investment 

strategy focuses on a wide array of equity and fixed-income products centered in Korea and the 

broader Asian·markets. 

SAMC currently provides investment management services as: 

1. Manager to foreign investment companies and investment funds (“Foreign Funds”), 

including collective investment scheme which is generally offered to retail investors 

through a third party sponsor or distributor; and 

2. Adviser to separately managed accounts (collectively “Managed Accounts” and 

together with Foreign Funds, “Clients”) in accordance with individual Client 

investment objectives as specified in the applicable investment management 

agreement. 



Page 2 
 

By Investor Type (as of December 31, 2014) 
 

 
   
SAMC also provides administrative services in addition to the investment management services 

it provides to Clients. These administrative services include: 

1. Administrative matters related to the operation of Foreign Funds and/or Managed 

Accounts, including coordination amongst broker dealers, custodians, transfer agents, 

administrators, record-keepers, accountants, legal counsel, and other pertinent service 

providers; 

2. Supervising sub-managers where employed by SAMC; 

3. Managing compliance oversight functions in accordance with applicable laws and 

regulations; and 

4. Maintaining or supervising the maintenance of books and records as may be required 

by applicable laws and regulations. 

4.C: How Services are Tailored to Fit Client Needs 

SAMC directs and manages the investment strategies of its Client’s in accordance with the 

confidential offering memorandum, prospectus, investment management agreement, or other 

applicable constituent document for such Client (collectively, Client’s “Constituent 

Documents”). Depending on a Client’s investment objectives, the Client may select from a 

number of investment strategies offered by SAMC. With the Firm’s consent, a Client may 
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impose certain reasonable investment guidelines and restrictions. Client assets may be managed 

in separately managed accounts or by investing in a number of comingled investment vehicles. 

4.D: Wrap Fee Programs 

SAMC does not participate in “Wrap Fee” Programs. 

4.E: Management of Client Assets 

As of December 31, 2014, SAMC managed approximately $115,371,217,570 of discretionary 

assets under management. 
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Item 5-Fees and Compensation 

5.A: Description 

SAMC is compensated for its investment management services based on a percentage of assets 

under management. All such fees are subject to negotiation. Fees can vary depending on vehicle 

type and also, within the same vehicle, actual fees charged to a Client may vary on a case-by-

case basis. Below are the general ranges of fees currently charged by strategy-type. 

Equity Strategies. SAMC generally charges Clients a management fee based on total Client 

assets under management in the range of 0.5% to 1.0% per annum. 

Fixed Income Strategies. SAMC generally charges Clients a management fee based on total 

Client assets under management in the range of 0.2% to 0.5% per annum. 

5.B: Fee Billing 

Subject to negotiation, fees are calculated based on a percentage of the market value of a Client’s 

assets under management or historical cost (or book value) in certain circumstances, and are 

payable in agreed terms. Fee schedule may be negotiable, but generally fees are due monthly, 

quarterly or yearly in arrears. Individual Client fees are negotiable and may fall either within or 

outside such range, depending upon a variety of factors including the type of Client, the 

particular strategy being employed, the size of the account, the Firm’s relationship with the 

Client and the amount or type of services required. 

The specific manner in which fees are charged by SAMC is established in the Client’s 

Constituent Documents or other written agreement with the Firm. Generally, the Firm will bill its 

fee in arrears each agreed period. Clients may also elect to be billed directly for fees or to 

authorize the Firm to directly debit fees from Client accounts. If a Client elects to authorize the 

Firm to directly debit fees from an account, the Client should review the billing invoice to 

verify the fee calculation and the corresponding debit as reflected in their account statement 

provided by their custodian. 

5.C: Other fees and Expenses 

SAMC’s fees are exclusive of brokerage commission, transaction fees, and other related costs 
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and expenses which are incurred directly by the Client. Clients may incur certain charges 

imposed by custodians, brokers, and other third party service providers. Such fees may include, 

but are not limited to, custodian fees, deferred sales charges, odd-lot differentials, transfer taxes, 

wire transfer and electronic fund fees, management fees and other fees and taxes on brokerage 

accounts and securities transactions. Where SAMC invests in or otherwise recommends an 

investment in a mutual fund, exchange traded fund, or similar collective investment vehicle, such 

fund may also charge internal management fees and expenses, which are in addition to SAMC’s 

fees, and are disclosed in the fund’s prospectus. 

Such charges, fees and commissions are exclusive of and in addition to SAMC’s fee, and the 

Firm does not receive any portion of these commissions, fees or charges. 

Item 12 further describes the factors that SAMC considers in selecting or recommending broker-

dealers for Client transactions and determining the reasonableness of their compensation (e.g., 

commission rates). 

5.D: Advanced Payment: Termination of Services 

SAMC’s fees are not payable in advance. Investment management agreements are terminable by 

either party as negotiated. In the case of any termination, management fees will be determined on 

a pro rata basis through the date of termination. 

5.E: Sales-Based Compensation 

Neither SAMC nor the Firm’s supervised persons receive compensation for the sale of securities 

or other investment products, including asset-based sales charges or service fees from the sale of 

mutual funds. 
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Item 6-Performance-Based Fees and Side-By-Side Management 

The investment management agreements between SAMC’s Clients and SAMC as well as the 

Client’s Constituent Documents may provide that SAMC is entitled to receive an incentive fee, 

or performance-based fee, calculated as a percentage of the return on the Client’s investments 

above a certain minimum, or otherwise based on performance related criteria. Any such 

performance-based fee is in addition to the asset-based management fee paid by the Client as set 

forth in Item 5 above. The terms of any performance-based fee are negotiated on a case by case 

basis and set forth in detail in the relevant investment management agreement or Constituent 

Document. Performance-based fees vary depending on a variety of factors including a share of 

capital gains on or capital appreciation of the assets of a Client. 

SAMC’s receipt of performance-based fees may incentivize the Firm to make investments that 

are riskier or more speculative than it would make in the absence of performance-based fees. 

With respect to certain private Foreign Funds that SAMC manages, the performance based fee 

may not be the product of arm’s length negotiations. 

SAMC manages Client accounts that are charged a fixed asset-based fee as well as a 

performance-based fee. SAMC also manages Client accounts that are only charged a fixed 

asset-based fee. This arrangement is commonly referred to as ‘side-by-side’ management. 

While a performance-based fee serves to align SAMC’s interests with those of its Clients, it may 

also result in a conflict of interest. Such conflict arises, for example, because SAMC may be 

motivated to devote more resources or allocate more favorable investment opportunities to Client 

accounts that offer SAMC the opportunity to collect a performance-based fee. 

In addition, SAMC may not charge the same fees or fee-types to all Clients. As a result, the Firm 

will have a conflict of interest between its interest in treating all Client accounts alike and its 

interest in favoring certain Clients over others because such Clients may pay more in fees. In 

rendering trading advice to its Clients, SAMC will not knowingly or deliberately favor any 

Client account over any other Client account. 

SAMC applies a rigorous and consistent approach to investment management across all Client 
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assets regardless of the particular Client’s fee structure. SAMC has adopted a formal allocation 

policy within its Code of Ethics that mitigates the risk that investment opportunities will be 

allocated to Client accounts based, even in part, on fee structure. In addition, all Client assets 

under management receive the same detailed attention. Compliance with SAMC’s Code of 

Ethics is monitored by the Firm’s Chief Compliance Officer and senior management. 
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Item 7-Types of Clients 

SAMC provides investment management and advisory services on a discretionary and non-

discretionary basis to Clients such as, but not limited to,  Samsung Group companies, pension 

plans, corporations, collective investment vehicles, foundations, endowments and certain 

individual investors. As of December 31, 2014, Samsung Group companies accounted for 

approximately 60.9% of SAMC’s total Client assets under management, institutional investors 

accounted for approximately 24.4%, and retail investors accounted for approximately 14.7%. 

SAMC does not have any specific predetermined requirements for opening or maintaining a 

Client account. SAMC Clients generally consist of: 

• Pooled investment vehicles (other than investment companies) 

• Corporations 

• Financial institutions 

• Insurance companies 

• Public and private retirement and pension plans 

All Clients are subject to applicable suitability requirements. 
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Item 8-Methods of Analysis, Investment Strategies and Risk of Loss 

8.A: Method of Analysis 

SAMC employs a top-down and bottom-up approach in its investment analysis. Investment 

teams consisting of portfolios managers and research analysts analyze a number of securities for 

consideration to include in an investment portfolio. The investment team continually monitors 

investments and will add or reduce exposure to certain securities when deemed appropriate. 

The investments considerations include, but are not limited to, industry sectors, company market 

conditions, company management, business strategy, competitive advantages and financial 

condition. In addition, other factors such as the company’s market capitalization, liquidity and 

dividend yield are considered. Investment models include, but are not limited to, earnings 

multiples, cash flow, leverage, sales, costs and other variables. 

SAMC’s portfolio construction process diversifies holdings across sectors, market capitalization, 

weightings and other variables in order to mitigate risk. 

Equity Investment 

Model Portfolio Construction: Using SAMC’s proprietary Samsung Earnings Model, 

investment teams identify companies with higher upside potentials and based on earnings 

momentum and valuation. 

Strategic Portfolio Construction: Investment earns identify momentum shifts by using the 

Firm’s proprietary earnings and investment grade tracking system, and utilize the Firm’s 

portfolio management system to construct a Strategic Portfolio. 

Portfolio Management: Investment teams construct actual portfolios based on the 

Strategic Portfolio reflecting the Client’s risk profile and investment horizon. 

Fixed-Income Investment 

Research: Research analysts forecast the general economic outlook and yield curve, and 

generate relative value analysis of the yield curve and relative value analysis of specific 

sectors and credit. 
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Portfolio Construction: Investment teams design an investment style and strategy in line 

with Client objectives. 

Monitoring Feedback: Investment teams continually reappraise the investment style and 

strategy for optimization through regular base performance attribution analysis. 

Investment teams may also use quantitative performance analytics such as 

Lehman-Brothers Attribution Model. 

8.B: Material Risks Associated with Investment Strategies 

The material risks for SAMC’s significant methods of analysis and investment strategies lie in 

the particular risks of the securities in which the Firm’s Clients invest as set forth below in Item 

8.C. The Firm cannot guarantee that it will achieve the investment objectives of its Clients. 

8.C: Material Risks of Particular Security Types 

SAMC invests in various types of securities and non-security assets to achieve the investment 

objectives of its Clients. Below is a non-exhaustive list of risks that are associated with SAMC’s 

investments. 

Foreign Investment Generally: Investments made outside of the U.S. and the economies of non-

U.S. countries may differ favorably or unfavorably from the U.S. economy in such respects as: 

• Growth of gross domestic product; 

• Rate of inflation; 

• Currency depreciation; 

• Asset reinvestment; 

• Resource self-sufficiency; and 

• Balance of payments position. 

Further, certain non-U.S. economies are heavily dependent upon international trade and, 

accordingly, have been and may continue to be adversely affected by trade barriers, exchange 

controls, managed adjustments in relative currency values and other protectionist measures 

imposed or negotiated by the countries with which they trade. The economies of certain non-U.S. 

countries may be based, predominantly, on only a few industries and may be vulnerable to 
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changes in trade conditions and may have higher levels of debt or inflation. 

Emerging Markets Risk: The risks of foreign investments are typically greater in less developed 

countries, which are sometimes referred to as emerging markets. For example, political and 

economic structures in these countries may be changing rapidly, which can cause instability and 

greater risk of loss. These countries are also more likely to experience higher levels of inflation, 

deflation or currency devaluation, which could hurt their economies and securities markets. For 

these and other reasons, investments in emerging markets are often considered speculative. 

Geographic Concentration Risk: A small number of companies and industries may represent a 

large portion of the market in a particular country or region, and these companies and industries 

can be sensitive to adverse social, political, economic or regulatory developments in that country 

or region. 

Equity Securities Risk; Stock Market Volatility: Equity securities include common and preferred 

stocks. Stock markets are volatile. The value of equity securities is affected by changes in a 

company’s financial condition and overall market and economic conditions. Preferred stock may 

be subject to optional or mandatory redemption provisions. 

Foreign Securities Risk: Foreign investments may be subject to different and, in some cases, less 

stringent regulatory and disclosure standards than U.S. investments. Also, political concerns, 

fluctuations in foreign currencies and differences in taxation, trading, settlement, custodial and 

other operational practices may result in foreign investments being more volatile and less liquid 

than U.S. investments. Because foreign investments are typically issued and traded in foreign 

currencies, their values may be significantly affected by changes in exchange rates between 

foreign currencies and the U.S. dollar. Foreign regulatory and fiscal policies may affect the 

ability to trade securities across markets. Foreign markets may also differ widely in trading and 

execution capabilities, liquidity and expenses, including brokerage and transaction costs. 

Brokerage and transaction costs are generally higher for foreign securities than for U.S. 

investments. 

Inflation Risk: Inflation risk is the risk that the present value of assets or income from 

investments will be less in the future as inflation decreases the value of money. The present 
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value of a Fund’s assets and distributions can decline as inflation increases. 

Large-Cap Securities Risk: Securities issued by large-cap companies tend to be less volatile than 

securities issued by smaller companies. However, larger companies may not be able to attain the 

high growth rates of successful smaller companies, especially during strong economic periods, 

and may be unable to respond as quickly to competitive challenges. 

Non-Diversification Risk: A Client portfolio may not be diversified. Because the Firm may in 

securities of a smaller number of issuers, such portfolios may be more exposed to the risks 

associated with and developments affecting an individual issuer than a portfolio that invests 

more widely. 

Selection Risk: The securities selected by the Firm may underperform the market or other 

securities selected by other advisers or managers. 

Small and Mid-Cap Securities Risk: Securities of small and mid-sized companies may be more 

volatile and subject to greater risk than securities of larger companies. Small and mid-cap 

companies may have limited financial resources, product lines and markets, and their securities 

may trade less frequently and in more limited volumes than the securities of larger companies, 

which could lead to higher transaction costs. 

Illiquidity of Investments: Certain investments made by the Firm may be long-term in nature and 

may require several years before they are suitable for sale. Realization of value from such 

investments may be difficult in the short-term, or may have to be made at a substantial discount 

compared to other freely tradable investments. 
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Item 9-Disciplinary Information 

SAMC is obligated to disclose any disciplinary event that could be material to you when 

evaluating a client/adviser relationship. Financial Service Commission, the Korean securities 

regulator, in a November 5, 2013 regulatory ruling, imposed a fine of KRW 50,000,000 on 

SAMC, finding that SAMC violated the regulation banning collective investment fund managers 

from purchasing securities underwritten by an affiliated underwriter by purchasing commercial 

papers underwritten by its affiliated underwriter for 13 collective investment funds it managed. 
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Item 10-Other Financial Industry Activities and Affiliations 

SAMC has material relationships with other Samsung Group companies. SAMC manages assets 

for, among other Samsung Group companies, Samsung Life Insurance Co., Ltd. and Samsung 

Fire & Marine Insurance Co., Ltd., both insurance companies. In addition, SAMC may affect 

Clients’ transactions through Samsung Securities Co., Ltd, an affiliated broker-dealer. 

Samsung Life Insurance Co., Ltd. 

The largest insurer in Korea, offering a wide range of life 

and health insurance, annuity products and services to 

individual customers. Also, serving corporate clients, the 

firm provides pension plans and group life insurance 

products. 

Samsung Fire & Marine Insurance 

Co., Ltd. 

The largest non-life insurance company in Korea. Its 

principal products include automobile, long-term and 

commercial insurance, enterprise risk management, and 

annuities. 

Samsung Securities Co., Ltd. 

Full-service Korean securities firm licensed with the 

Korean Financial Services Commission with a focus on 

wealth management and investment banking. The firm 

provides various financial services including brokerage, 

asset management, investment funds and corporate 

finance. 

 

For the transactions with each Samsung Group company (“the Company”), we are guided by 

following internal policies: 

1. In the event the Company shall be the investment target company, the Company shall 

comply with such limits and restrictions as required by the relevant laws, and have 

objective and reasonable bases in light of its duty of care to the investor; 

2. In the event the Company shall be the counterparty in relation to other businesses, 
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there shall be objective and appropriate bases of that the terms of the agreement with 

such Company are not more favorable or unfavorable than those of the agreement 

with a third party. 

See Item 12, “Brokerage Practices,” for information with respect to the soundness of SAMC in 

selecting the investment brokers. 

As discussed above, SAMC also manages assets for Clients, and investors, other than the 

Company. SAMC is guided by its internal policies and procedures in allocating 

recommendations among Clients. 

SAMC may use sub-advisers, including other Samsung Group companies, in the management of 

Foreign Funds to provide investment advisory services to all or a portion of the portfolios. The 

use of other Samsung Group companies as sub-advisers to SAMC managed Foreign Funds may 

present the appearance of potential conflicts of interest, even if the sub-adviser is not a “related 

person” to SAMC.  

SAMC has established policies and procedures to supervise sub-advisers and manage any 

conflicts of interest that may arise.  SAMC regularly monitors the performance of the portions of 

portfolios managed by sub-advisers, and may terminate any sub-advisers as it deems appropriate 

and in the best interests of Clients.  Moreover, SAMC generally limits the discretionary authority 

of its sub-advisers through the investment guidelines included in its written sub-management 

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

11.A: Summary 

SAMC has adopted a Code of Ethics pursuant to Rule 204A-1 which sets forth its high standard 

of business and ethical conduct and its fiduciary duty to Clients. The Code of Ethics includes, 

among other items, provisions relating to personal securities transactions, restrictions on the 

acceptance of extravagant gifts and entertainment, employee training programs, confidentiality 

of Client information, prohibition on insider trading, and prohibition of spreading rumors. 

SAMC will provide a copy of its code of ethics to any Client or prospective Client upon request. 

The following is a summary of pertinent provisions of the Code of Ethics: 

• Employees must comply with the relevant securities laws, certify that they have read and 

understand the Code of Ethics and report any violations of the Code to the Chief 

Compliance Officer; 

• The Code of Ethics sets forth limitations on employees receiving gifts and entertainment 

from third-parties. Employees may not solicit gifts or entertainment from any person or 

firm with which SAMC conducts or is likely to conduct business; 

• Employees are prohibited from trading either in their personal accounts or on behalf of 

Client accounts on the basis of material non-public information; and 

• Employees must obtain consent of the Chief Compliance Officer for any outside business 

activities and may not use their position for a personal benefit. 

Employees who violate the Code of Ethics or the Firm’s Compliance Manual are subject to 

disciplinary action including, but are not limited to, written warnings, fines and termination of 

employment. All supervised persons at the Firm must acknowledge the terms of the Code of 

Ethics in writing at least annually. 

11.B: Conflicts of Interest 

From time-to-time, the Firm’s supervised persons may transact in or hold the same securities as 

Clients. In these situations, the Code of Ethics is designed to ensure that the personal securities 
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transactions, activities and interests of the employees of the Firm will not materially interfere 

with: (i) making decisions in the best interest of the Firm’s Clients; and (ii) implementing such 

decisions while, at the same time, allowing employees to invest for their own accounts. Under 

the Code of Ethics, certain classes of securities have been designated as exempt or certain 

transactions as de minims, based upon a determination that these would not materially interfere 

with the best interest of Clients. In addition, the Code requires preclearance of certain 

transactions and restricts trading in close proximity to Client trading activity. Furthermore, in 

order to prevent supervised persons from inappropriately profiting from effecting personal 

securities transactions and to prevent the appearance of impropriety as a result of the supervised 

persons effecting personal securities purchased and sold or sold and purchased by supervised 

persons within a certain period of time. However, 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 monitored by the Chief Compliance Officer and the compliance department 

to reasonably detect and prevent breaches of the Code of Ethics with respect to employee trading 

activity. 

From time-to-time, certain employee accounts and certain Samsung Group company accounts 

that are managed by SAMC may trade in the same securities as Client accounts on an aggregated 

basis. In such circumstances, the employee, Samsung Group company, and Client account will 

share commission costs equally and receive securities at a total average price. In the event that 

the aggregated order is partially filled, the Firm will generally allocate the partially filled order 

pro rata to the Clients, including employee and Samsung Group company accounts. 
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Item 12-Brokerage Practices 

12.A: Broker Selection 

In selecting broker-dealers to effect Client transactions, SAMC will make allocations to brokers 

on the basis of best execution. The following factors, among others, will be considered in 

determining best execution: 

• Commissions and similar charges; 

• Quality of execution services and trading expertise; 

• Clearance, settlement and custodial services; 

• Research services; 

• Financial stability; 

• Reputation; 

• Integrity; 

• Facilities; 

• Reliability in keeping records. 

SAMC may not always choose the lowest available commission rate or the best price for the 

security being transacted depending upon the range of factors considered as set forth above. 

Accordingly, the commission rate and other fees charges by brokers selected by the Firm may be 

higher than those charged by other broker-dealers. 

12.A.1: Research and Other Soft Dollar Benefits 

As is customary in the industry, brokers may provide research or services to investment advisers 

paid through commissions and other transaction costs, commonly referred to as “soft dollars” 

(i.e., consideration other than cash in exchange for services). 

SAMC may, from time to time, receive research services including analyses and reports, from 

brokers and securities firms. SAMC does not receive any other benefits, including, but not 

limited to, any benefits in the form of brokerage services, non-research products, software or 
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systems. These research services may include information on the economy, industries, groups of 

securities, individual companies, statistical information, political developments, legal 

developments affecting portfolio securities, technical market action, and credit analysis. 

SAMC receives research services primarily as written reports, information databases, and 

personal meetings with security analysts. Research services may also take the form of meetings 

arranged with corporate and industry spokespersons, economists, academicians and government 

representatives. The research services brokers and securities firms provide are supplemental to 

SAMC’s own research efforts and, when utilized, are subject to SAMC’s internal analysis before 

incorporation into its investment process. Practically, it is impossible for SAMC’s research staff 

to generate all the research and information brokers and securities firms presently provide. 

SAMC may also pay directly for certain research services generated by external sources, 

including brokers and securities firms. SAMC’s research expenses could materially increase if it 

attempted to generate a substantial portion of the additional research currently provided by 

brokers and securities firms. All non-research services or products utilized by SAMC are paid for 

directly by SAMC. 

12.A.2: Commissions to Brokers Who Furnish Research Services 

SAMC has a brokerage allocation policy embodying the concepts of Section 28(e) of the 

Exchange Act (“Section 28(e)”). This section permits an investment adviser to cause an account 

to pay commission rates in excess of another broker’s rates for effecting the same transaction, if 

the adviser determines in good faith that the commission is reasonable in relation to the value of 

the brokerage and research services provided. SAMC may use the research brokers provide for 

the benefit of all institutional and retail accounts not just for the account that generated the 

commissions. SAMC has arrangements whereby it obtains research services in addition to 

brokerage services from brokers in exchange for directing client trades to these brokers. These 

arrangements are known as “soft dollar” arrangements and are common in the investment 

advisory business. The research services these soft dollar arrangements provide assist SAMC in 

investment decision making for its client accounts. The research services can either be 

proprietary (created and provided by the broker) or third party (created by a third party but 

provided to SAMC by the broker) and include: 
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• Economic research; 

• Industry and company research; 

• Interest rate and bond research; 

• Technical research; 

• Commodity research; 

• Portfolio management research; 

• Stock and bond quote services; and 

• Financial news and other publications. 

In accordance with Section 28(e), SAMC ensures that all soft dollar arrangements pay for bona 

fide research. 

12.A.3: Brokerage for Client Referrals 

SAMC does not consider client referrals when selecting brokers for Client transactions. 

However, from time-to-time, brokers and their employees may refer potential Clients to SAMC. 

It is SAMC’s policy to select brokers based solely on best execution and not to direct 

transactions and commissions to brokers for such referrals. However, SAMC, at its discretion, 

may effect transactions through these brokers provided they are able to provide best execution. 

See Item 14 below for additional information with respect to payment for Client referrals. 

12.A.4: Directed Brokerage 

SAMC does not recommend to, request or require Clients to direct brokerage. With SAMC’s 

consent, Clients may direct the Firm to effect some or all of their transactions with certain 

broker. In the event that the Firm agrees to accept the Client’s directed brokerage instructions, 

the Client should be aware that the Firm may not be able to obtain best execution for their 

transactions and may receive less favorable prices and pay higher commission rates or incur 

higher transactions costs for execution these transactions. Generally, directed trades will be 

executed subsequent to the execution of non-directed trades which may result in the Client 

realizing a less favorable (or more favorable) execution price. However, when feasible and at the 
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discretion of SAMC, the Firm may aggregate directed trades with non-directed trades for 

execution and “step out” to the directed broker the Client’s trades to that broker. In such case, 

Clients that provide directed brokerage instructions will receive the same average price as the 

other Clients in the aggregation. 

12.B: Aggregation of Orders 

SAMC may simultaneously aggregate orders for more than one Client account managed by the 

Firm or with accounts of the Samsung Group companies. In accounting for such aggregated 

order, price, commission and other expenses shall be averaged on a per transaction basis. 

SAMC has a fiduciary obligation to use its best efforts to ensure that no Client is treated unfairly 

in relation to any other Client in the allocation of securities or investment opportunities or in the 

order in which transactions are executed. SAMC will seek to allocate orders and investment 

opportunities among Clients in a manner that it believes is equitable and in the best interests of 

all of its Clients. While such allocations may be pro rata among participating Clients, they will 

not necessarily be so where SAMC’s strategic allocation policies dictate a different result. There 

can be no assurance that a particular order or investment opportunity will be allocated in a 

particular manner. In dealing on its clients behalf, SAMC will at all times strive to obtain best 

execution of each trade. 
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Item 13-Review of Accounts 

 Client accounts are reviewed on an ongoing basis. Review frequency is determined on a case-

by-case basis by the relevant portfolio management team, risk management team, and 

compliance team to ensure consistency with SAMC’s investment processes and conformity with 

Client objectives and guidelines. Once in a year is a minimum requirement and review period 

can be determined by Clients’ needs and requests. Some reviews may include an evaluation of 

account performance relative to certain agreed upon benchmarks or objectives, while others may 

include an analysis of current positions and/or asset mix. Account reviews may result in 

adjustments to a Client’s portfolio. 

In addition to the overall review process, risk management and compliance personnel are 

specifically responsible for ensuring the following timely reviews are conducted: 

Daily basis 

• Applicable laws and regulations, 

• Client Constituent Document restrictions on investment (if any) 

• Conflicts 

• Client-directed restrictions on investment 

• Market conditions 

• Performance deviation 

Monthly Basis 

• Monthly broker allocation limitations 

• Performance deviation 

• ‘Style drift’ and strategy conformance 

SAMC provides its Clients with quarterly and yearly account statements that include portfolio 

holdings, transaction information and performance information. SAMC may also provide Clients 

with written reports from time to time, which may include, among other things, general 
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information about economic conditions, capital markets conditions and portfolio outlook. 

In addition, the following reviews shall be conducted in respect of the Client accounts: 

Administrator Reconciliation, if applicable 

Each Client’s administrator may perform a reconciliation of cash, investor activity, and 

investment as part of its independent determination of the net asset value for such Client account. 

Custodian Reconciliation, if applicable 

Each Client’s custodian may review and reconcile the Client’s accounts on a monthly basis. 

See Item 15 for additional information with respect to custody of assets. 
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Item 14-Client Referrals and Other Compensation 

SAMC has entered into distribution and/or placement agent agreements for specific geographical 

regions and products. In a typical distribution or placement arrangement, SAMC agrees to pay a 

third-party solicitor for referring Clients or Foreign Fund investors. 

In most circumstances, third-party solicitors will receive a portion of the asset-based fee or 

performance-based paid to SAMC (although other payment arrangements may exist). A 

prospective Foreign Fund investor or Client solicited by a third party will be informed of (and 

may be asked to acknowledge in writing its understanding of) any such arrangement. All fees for 

such solicitation services will be paid by SAMC and the investor or Client will not be subject to 

any increased or additional direct fees or charges. Non-U.S. third-party solicitors may be 

registered with a non-U.S. regulatory body to the extent such registration is required in the 

applicable non-U.S. jurisdiction. 
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Item 15-Custody 

SAMC’s Foreign Funds typically utilize a third party, independent custodian (e.g., bank, broker-

dealer or other qualified custodian). Clients will typically receive statements from their custodian 

on monthly, quarterly, or yearly basis. Clients should carefully review such statements and 

compare such official custodial records to the account statements that SAMC may provide to 

Clients. SAMC’s internally generated statements may vary from custodian statements based on 

accounting procedures, reporting dates, or calculation methodologies of certain securities. 
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Item 16-Investment Discretion 

16.A: Discretionary Management 

SAMC often has discretionary authority to determine, without obtaining specific Client consent, 

securities to be bought or sold, the amount of securities to be bought or sold, the broker to be 

used, and the commission rates paid. Such discretionary authority may include the authority to 

use sub-advisers to manage all or a portion of a Client’s portfolio. Any limitations on authority 

are included in the pertinent investment management agreement or Client Constituent Document. 

Authority to trade securities may also be limited by certain laws or regulations that require 

diversification of investment and favor the holding of investments once made. 

SAMC receives discretionary authority from the Client at the outset of an advisory relationship. 

Subject to the Firm’s consent, Clients may provide specific investment restrictions and 

guidelines (e.g., social restrictions or limitations on security exposures). In all cases, however, 

the Firm exercises such investment discretion in a manner consistent with the stated investment 

objectives for the particular Client account. 

When selecting securities and determining amounts, the Firm seeks to comply with the 

investment policies, limitations and restrictions of the Clients for which it advises. 

16.B: Non-Discretionary Management 

SAMC may also provide investment recommendations and investment management to Clients 

with respect to the purchase and sale of securities. Pursuant to the investment management 

agreements, the Clients retain the investment authority whether to accept the Firm’s 

recommendations and SAMC does not have discretionary authority to effect securities 

transactions for these Clients. 
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Item 17-Voting Client Securities 

SAMC will provide a copy of its guidelines for exercising voting rights to any Client or 

prospective Client upon request to “Seongmook Shin,” Chief Compliance Officer. The following 

is an internal guideline for exercising voting rights: 

SAMC may have opportunities to vote the proxies of companies on behalf of its Clients. In 

voting proxies, SAMC is guided by general fiduciary principles. The Firm’s goal is to act 

prudently, solely in the best interests of its Clients and consistent with efforts to achieve a 

Client’s stated objectives, including maximizing portfolio value. Where SAMC has discretionary 

authority over the securities held by its Clients, it is generally viewed as having proxy voting 

authority to the extent permitted by applicable laws and regulations.1 In each such case, SAMC 

has a duty to cast votes in the best interest of its Clients and not subrogate Client interests to its 

own interests. SAMC complies with Rule 206(4)-6 under the Advisers Act. SAMC has adopted 

written proxy voting policies and procedures, which are designed to ensure that the Firm votes 

proxies in the best interest of its Clients and addresses how it will resolve any conflict of interest 

that may arise when voting proxies. The general policy of the Firm is to vote proxy proposals, 

amendments, consents or resolutions relating to Client securities in a prudent manner that serves 

the best interests of it Clients, as determined by SAMC in its discretion, and taking into account 

relevant factors, including, but not limited to: (1) the impact on the value of the securities; (2) the 

anticipated costs and benefits associated with the proposal; (3) the effect on liquidity; and (4) 

customary industry and business practices. 

In addition, SAMC follows procedures that are designed to identify conflicts or potential 

conflicts that could arise between its own interests and its Clients’ interests. If it is determined 

that any such conflict or potential conflict is not material, SAMC may vote proxies even with the 

existence of the conflict. If a conflict of interest or potential conflict of interest is material, 

appropriate SAMC personnel will endeavor to agree upon a method to resolve such conflict 

before voting proxies affected by the conflict. 

                                                 
1 Note, Korean law generally prohibits the exercise of proxy voting authority for Managed Accounts. 
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Item 18-Financial Information 

18.A: Prepayment Requirement 

SAMC does not charge or solicit prepayment of $1,200 in fees per Client six or more months in 

advance. 

18.B: Financial Conditions Likely to Impair Contractual Commitments 

SAMC is not aware of any financial condition reasonably likely to impair its ability to meet 

contractual commitment to its Clients. 

18.C: Bankruptcy Petitions 

SAMC has never been the subject of a bankruptcy proceeding. 

 


