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Item 4. Advisory Business

Advisory Firm

DSBI HK, a Hong Kong corporation, was originallytasished in Hong Kong in 1988 as Daiwa
International Capital Management (HK) Ltd. (“DICANK”) to provide account management and client
services to institutional investors in the AsiaJapan region. DICAM HK was renamed Daiwa SB
Investments (HK) Ltd. in 1999. DSBI HK is a whoblyvned subsidiary of Daiwa SB Investments Ltd.
(“Daiwa SBI”), also an investment adviser registewath the SEC, which is organized and has its
principal office and place of business in Japaaiw@ Securities Group, Inc. and Sumitomo Mitsui
Financial Group, Inc., each of which is a publiengany in Japan, each own 44% of Daiwa SBI and may
be considered to jointly control DSBI HK.

Advisory Services

We furnish discretionary portfolio management seggsito institutional clients, primarily consistiafy
governmental pension funds, private corporate parfsinds and related trusts. Daiwa SBI acts as ou
sub-advisor in all our client engagements and plesthe investment management services that we offe
in that connection Daiwa SBI utilizes the investinaavisory services of other wholly owned subsiésr
of Daiwa SBI that are also registered as investraduatsers with the SEC. However, we are named as
the investment manager in our investment advisgrgeaments with our clients and remain responsible
for the investment management services providelddwa SBI and our sister subsidiaries. We also
assist Daiwa SBI in the marketing, servicing anahiadstration of its sub-advisory services. We do no
provide investment advisory or management serticétS. individuals.

As of March 2018, we had $113,753,329 of assetgmuménagement on a discretionary basis. We also
have $226,133,093 of assets under managementam@iscretionary basis.

The investment management services we offer ardb@s the individual mandate of the client and
consist of the strategies described below underthiblds of Analysis, Investment Strategies and Risk o
Loss.” Clients may impose restrictions on investtne particular securities or types of securiaesl

may impose account-related position limits.

Item 5. Fees and Compensation

Our usual fees for advisory services are computed annualized percentage of the value of theasasse
supervised or managed on a sliding scale. Ourdezsubject to negotiation depending on the ditleeo
account under management and the nature of thesgmrovided. Our standard fee is payable at an
annual rate in accordance with the following table:

Fair Market Value of Annual Rate
Investment Assets

Equities:

Initial US$50 million 0.50%
Next US$50 million 0.30%
Balance over US$100 million 0.20%

We also may provide discretionary investment mamesge services for a fixed fee.
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Our fees are for investment management servicgsaonl include neither custodial fees, which are
charged by the custodian designated by the clemtiransaction fees or commissions incurred in
connection with purchases and sales of securitiea €lient’s account. Our practices relatingte t
selection of brokers and dealers and related feedescribed below under “Brokerage Practices.”

For most clients, our fee is paid quarterly in arse but a different payment schedule may be natgoti
If termination occurs prior to the end of a calanglaarter, a final fee is normally payable on a@@
basis.

Our fees are paid either directly by our clienbgithe client’s custodian upon authorization bydhent.
Although we typically prepare and submit an invdizehe client, our investment management
agreements do not grant us the authority to reqbeelient’s custodian to pay us our fees withbet
client’s direction. A client may also agree withand the client’'s custodian that the custodiah wil
calculate the fee or determine whether the feeubend is properly calculated.

Item 6. Performance-Based Fees and Side-by-Side Magement

We may also be paid a performance-based fee ieddyg a client with respect to whom a performance-
based fee may be charged under Rule 205-3 undémutbestment Advisers Act of 1940 (the “Advisers
Act”). If agreed by our client, we may receiver@ased compensation with regard to unrealized
appreciation as well as realized gains in the tBeaccount. The specifics as to the terms amdlitions

of performance-based fee arrangements are detatrineegotiation between us and the client.

Performance-based compensation arrangements nmetg areincentive for us to make investments that
are riskier or more speculative than would be #eedn the absence of a performance-based fee.
Performance based compensation may also create@mtive to favor accounts paying the highest fees
in the allocation of investment opportunities.that connection we have a fiduciary duty, and have
established written supervisory procedures, td abalients fairly and to avoid conflicts of intest.

Item 7. Types of Clients

As noted above under “Advisory Business”, we previtvestment management services only to Asia ex-
Japan institutional investors, primarily consistofggovernmental pension funds, private corporate
pension funds and related trusts. Generally themuim account size we will agree to manage is
$20,000,000.

Item 8. Methods of Analysis, Investment Strategieand Risk of Loss

Because all our accounts are sub-advised by DaBlanhich together with its other registered
investment advisory subsidiaries provides all assgtagement services that we offer, we describe her

Daiwa SBI’s investment philosophy, strategies gmgreach, which we consider to be ours as well.

I nvestment Philosophy

Investment philosophy



Our investment philosophy is to provide stable, mmaxn above benchmark returns over the medium-to-
long term through active management, and by ta&th@gntage of market inefficiencies, of investmeamts
equity securities, as described further below. ¥é&kdo achieve these goals by analyzing fundangental
from a global perspective, investing actively thgbwa well defined and structured process, maimtgiai
consistent investment style and conducting comprgiie risk management. Our philosophy is centered
on our belief that a local Asian presence enahlesmanagers and analysts to accurately interpcet an
predict the subtleties of the region’s market seatit. As described further below, we manage difredsi
portfolios based on criteria specified by our digen

Investment process

For investments in Asia Pacific ex-Japan equity,iovestment management style is to pursue Growth
actively while striving for medium term to long-terconsistent outperformance based on solid research
and risk controls. Our approach aims to investuality growth companies. From a market of 5,000
stocks, we apply a basic quantitative screeningge® looking at market capitalization, averageydail
turnover, driving factors such as earnings revisiod price momentum and financial stress parameters
A fundamental analysis is also undertaken to scsémrks based on ROE, earnings growth, PER, PEG
and dividends to reach a list of 500 closely maettiostocks. We construct the final portfolio ofyeeén
80-100 stocks to meet our clients risk and retimjedives.

For investments in the Japanese markets, our fiortfi@nagers conduct company visits, and we believe
they are uniquely positioned to identify sectorcfi@and macroeconomic opportunities in the Japane
markets. We employ a Bottom-Up approach with a Dogvn overlay in the Japanese market, and aim to
add value primarily through a mix of stock selestamd sector allocation. By “Bottom-Up” we mean an
approach that focuses on the fundamental analf/$iee dusiness and prospects of an individual camppa
and the characteristics of its securities; and biyogp-Down” overlay we mean an approach that fosuse
on macroeconomic factors and their impact on palgrandustries. Utilizing a proprietary valuation
model, we believe our effective combination of ditative and qualitative analyses enable us totiflen
high quality, value-oriented stocks.

Primary Investment Management Products Offered

. Japan Fundamental Active Equity: The Japan Eduitydamental Active product aims to provide
stable excess returns by utilizing an effective bmation of value and earnings momentum driven
growth stock selection with sector allocation oagrl The products strategy is Core in style and is
founded on rigorous judgmental analysis supporteddantitative tools to create an actively managed
portfolio.

. Japan Mid/Small Cap Equity: An actively managexitfplio of high conviction Mid and Small
cap stocks from the entire investment universelmsed entirely on fundamental Bottom-Up research by
our in-house Mid-Small Cap analysts, industry asiglyand portfolio managers. This strategy product
aims to produce returns at least 3% above the RidNsm®mura Small/Mid Cap. Index on an annualized
basis, with no constraints around stock or segiorng our portfolio managers the freedom to fooms
their best ideas to maximize alpha.

. Japan Sustainable Dividend: The Japan E@ustainable Dividend strategy seeks to achieve
mid-to-long term capital growth through investingnparily in equities or equities-related securities
issued by Japanese companies. This product isghfrémcused on consistent dividend pay-outs and
utilizes both quantitative valuation and qualitat@nalysis to create a portfolio that is activelgnaged
with controlled risk. The strategy is focused otakwoeturn, in particular on the sustainabilitydividend



payments and reaps value from the Japanese eqailetthrough investing in stocks with consistent
dividend pay outs and low risk of dividend cuts.

. Japan Value + Alpha: Japan Equity ValuelphA is a value style product which aims to gemerat
the majority of its alpha from stock selection witheam-based investment approach founded on tigoro
corporate research by experienced in-house anagsdtportfolio managers.

. Japan High Conviction Value: The Japan BgHigh Conviction Value Strategy seeks to achieve
excess returns by investing in the best 30-50 citbely valued stocks with convincing catalysts. To
invest in attractive value stocks at the right tirthe strategy agilely manages active weights g
market preference for cyclical exposure.

Research Capabilities

All Hong Kong-based investment professional teamrmimers undertake dual responsibility of portfolio
management and research and report directly toydidé\oki, Group Leader of Global Equity (Daiwa
SBI). Portfolio managers in Singapore report tdéyuki Aoki as well. As of March 2018, we also bav

a research team comprising of 6 experienced asakath of them focuses on a major sector (e.g.
banking & finance, utilities, food & beverage, &tcOur Investment approach is founded in
comprehensive fundamental research by our portfoaoagement team and research team. The principal
research is based on face-to-face meetings witiocate management. Portfolio managers and analysts
are typically native to the region and based lgcalith good access to companies and contracts, as
opposed to managing money in Asia from elsewhetlearworld.

Our Asia Pacific ex-Japan equity team is suppdntethe Tokyo-based quantitative team, which provide
input into our investment process and adds valugrbyiding a list of recommended stocks comprised
after carefully analyzing key factors that drivecit price movement. This quantitative input helps
portfolio managers to systematically identify ameshclude the findings of how some factors work (e.g.
market sentiment and momentum). The results ofjoantitative analyses will be used as a reference
the screening of stocks and identification of matkends, among other things. However, in lighthef
relatively high volatility nature of the Asian cadues, we will sometimes use technical analysia as
reference for making decisions on entry and/or jgaints.

We also obtain research information from exteroarses such as Bloomberg, Reuters and outside
brokers.

Highly qualified professionals

All investment professionals within the Asia Paciix Japan team take on dual responsibility offplot
management and research. Our Hong Kong basednmetsprofessionals are responsible for coverage
of equity markets in Hong Kong, China, Taiwan aratd@. In addition, our investment professionals
based in Singapore are responsible for the coverbgguity markets in Singapore, Malaysia, Aussali
New Zealand, the Philippines, India, Indonesia @hdiland. DSBI HK currently has 3 portfolio
managers in which all of them have the CFA designafAs of March 2018, there are 3 PMs: Daisuke
Churei, Shun Kagiwada and Kitty Chan who have CEsighation.)

Daiwa SBI adheres to high ethical standards. Eepeed professional staff and efficient business
practices enable the company to cultivate advaassdt management capabilities. Daiwa SBI currently
has 168 employees with the CMA designation (Chadtélember of the Security Analysts Association
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of Japan, a Japanese designation similar to thei@B#e US) and 21 employees with the CFA
designation. To retain key professionals, Daiwa &Rdrs them opportunities for broadening their
experience and knowledge by exposing them to @iffieresponsibilities and providing various training
programs. Daiwa SBI's portfolio managers havearage of 16.4 years of investment experience, and
our annual employee turnover rate is less than 5%.

I nvestment Risks

Investing in securities of any kind involves risdoss that clients must be willing to bear. Téerno
guarantee that the investment strategy selecteddiignt will result in the client’s investment ebiive
being met, nor is there any guarantee of profgirotection from loss. Past performance is no quem
of future results. Clients and potential clieftswd consider the following factors:

Investment Selection. We may select investments in part on the bdsigarmation and data filed by the
issuers of those securities with various governmegulators or made directly available to us by the
issuers of securities or through sources other tiramssuers. Although we seek to evaluate that
information and data and seek independent corrtibarevhen we consider it appropriate and when it is
reasonably available, we may not be in a positiotonfirm the completeness, genuineness or accuracy
of that information and data, and in some casesaptete and accurate information will not be readily
available. The likelihood that clients will reddimcome or gains depends on our skill and exgertis

Non-U.S. Exchanges and Markets. Our investment strategies involve trading on kb8- exchanges and
markets. Trading on such exchanges and marketsnwalye certain risks not applicable to trading on
U.S. exchanges and is frequently less regulated.efample, certain of those exchanges may notgeov
the same assurances of the integrity (financialahdrwise) of the marketplace and its participastslo
U.S. exchanges and regulation by the SEC. Theremahy be less regulatory oversight and supervision
by the exchanges themselves over transactionsatidipants in such transactions on those exchanges
Some non-U.S. exchanges, in contrast to U.S. exdsam@re “principals’ markets” in which settlement
the responsibility only of the individual membertlwivhom the trader has dealt and is not the
responsibility of an exchange or clearing assammatiFurthermore, trading on certain non-U.S. ergea
may be conducted in such a manner that all pasaintgoare not afforded an equal opportunity to ebeecu
certain trades and may also be subject to a vasigtylitical influences and the possibility of elat
government intervention. Investment in non-U.Srkets are also subject to the risk of fluctuationthe
exchange rate between the local currency and ther @md to the possibility of exchange controls.
Foreign brokerage commissions and other fees soegainerally higher than in the United States.

Non-U.S. Investments. Investment in non-U.S. issuers or securitiesqypialy traded outside the United
States are likely to involve certain special ridke to economic, political and legal developments,
including favorable or unfavorable changes in aquryeexchange rates, exchange control regulations
(including currency blockage), expropriation ofetssor nationalization, imposition of withholdirexes
on dividend or interest payments and possiblediffy in obtaining and enforcing judgments against
non-U.S. entities. Furthermore, issuers of non-YeBurities are subject to different, often less
comprehensive accounting reporting and disclosegairements than U.S. issuers. The securities of
some foreign companies and foreign securities nisuke less liquid and at times more volatile than
comparable U.S. securities and securities markets.

Emerging Markets. The risks of foreign investments described ab@yato an even greater extent to
investments in emerging markets, including invesinime certain Pacific Basin countries such as
Malaysia and Thailand. The securities marketswérging market countries are generally smalles les
developed, less liquid and more volatile than #eusties markets of the U.S. and developed foreign
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markets. Disclosure and regulatory standards imymaspects are less stringent than in the Unitaté$
and developed foreign markets. Accounting and awgdgtandards in many markets are different, and
sometimes significantly differ from those applicabi the United States, Europe or Japan. In pdatic
the accounting standards with respect to inflatiave to be clearly understood in order to analyze a
balance sheet. There is substantially less pyldi¢hilable information about companies located in
emerging markets than there is about companiether smore developed jurisdictions. There also may
be a lower level of monitoring and regulation ofwdties markets in emerging market countries, thed
activities of investors in those markets and erdorent of existing regulations has been extremely
limited.

Economies in emerging markets generally are heaeihendent upon international trade and,
accordingly, have been and may continue to be teffieadversely by trade barriers, exchange controls,
managed adjustments in relative currency valueso#ret protectionist measures imposed or negotiated
by the countries with which they trade. The ecoiesmf these countries also have been and may
continue to be adversely affected by economic ¢t in the countries with which they trade. The
economies of countries with emerging markets mag be predominantly based on only a few industries
or dependent on revenues from particular commaditin addition, custodial services and othersost
relating to investment in foreign markets may beerexpensive in emerging markets than in many
developed foreign markets, which could reduceentk income from those securities.

In many cases, governments of emerging countrieBnue to exercise significant control over their
economies, and government actions relative to¢ba@ny, as well as economic developments generally,
may affect the capacity of issuers of emerging tguatebt instruments to make payments on their debt
obligations, regardless of their financial conditidn addition, there is a heightened possibdity
expropriation or confiscatory taxation, impositioiwithholding taxes on interest payments or other
similar developments that could affect investmamthiose countries. There can be no assurance that
adverse political changes will not cause a clierduffer a loss of any or all of its investmentd,an the

case of fixed-income securities, interest thereon.

Many emerging countries are undergoing importatitigal and economic changes that are making their
economies more free-market oriented. Howevergtheuld be future political and economic changes
that may return the situation to closed and cdgtcaintrolled economies with price and foreign exage
controls. Many of these countries lack the legilctural and cultural basis for the establishnoérat
dynamic, orderly, market-oriented economy. Manyhef promising changes that are being seen at
present could be reversed, causing significant ainpa a client’s investment returns.

Settlement Risk. Settlement and clearance procedures in certegigio markets differ significantly from
those in the United States. Foreign settlementcéatance procedures and trade regulations algo ma
involve certain risks (such as delays in paymenofaelivery of securities) not typically assoe@with
the settlement of U.S. investments. At times)a®@knts in certain foreign countries have not ket
with the number of securities transactions. Ifaganot arrange to settle a trade or settlemersléyed

in a purchase of securities, a client may missetitre investment opportunities and certain oégsets
may be uninvested with no return earned thereordore period. If we cannot arrange to settle or
settlement is delayed in a sale of securitiesiemicinay lose money if the value of the securignth
declines or, if it has contracted to sell the siégtio another party, the client could be liable &my losses
incurred.

Currency Risk. The value of a client’s account may be affecsafably or unfavorably by changes in
currency rates and exchange control regulatiomsneScurrency exchange costs may be incurred when a
client’s investments are changed from one coumtniother. Currency exchange rates may fluctuate
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significantly over short periods of time. Such rhes generally are determined by the forces oflgupp
and demand in the respective markets and thevelaterits of investments in different countriegpat
or perceived changes in interest rates and othraplex factors, as seen from an international petspe
Currency exchange rates can also be affected ustably by intervention by governments or central
banks (or the failure to intervene) or by currenowtrols or political developments.

Investments in Smaller Companies. Our Pacific Basin, Japan Mid/Small Cap Equity aapah Small Cap
Absolute Value strategies contemplate investmenssnall and/or unseasoned companies. While smaller
companies generally have potential for rapid growthy often involve higher risks because they thek
management experience, financial resources, prativetsification and competitive strengths of large
companies. These factors make smaller companiesdie likely than their larger counterparts to
experience significant operating and financial aekis that threaten their short-term and long-term
viability. In addition, in many instances the foegcy and volume of trading in their securities is
substantially less than is typical of larger compan As a result, the securities of smaller congsamay
be subject to wider price fluctuations, and exitimgestments in such securities at appropriateeprmoay
be difficult, subject to substantial delay or impibée. When making large sales on behalf of axtliee
may have to sell portfolio holdings at discountsrirquoted prices or may have to make a series all sm
sales over an extended period of time due to #ubrtg volume of smaller company securities. Witiike
nature of our strategies may reduce some of tke associated with investing in less mature congsni
these risks cannot be eliminated.

Future Regulatory Change is Impossible to Predict. The securities markets are subject to comprehensi
statutes, regulations and margin requirementsadthtion, regulatory authorities and securitieshexges
are typically authorized to take extraordinary @asi in the event of a market emergency, includioig,
example, the retroactive implementation of speatggtosition limits or higher margin requiremerite
establishment of daily price limits and the suspansf trading. The regulation of securities isapidly
changing area of law and is subject to modificabgrgovernment and judicial action. The effecany
future regulatory change on a client’'s accountrigassible to predict, but could be substantial and
adverse.

Foreign Taxes. It is possible that certain dividends and indedirectly or indirectly received by a client
from sources within foreign countries will be sudtjeo withholding taxes imposed by those countrikes.
addition, a client may be subject to capital gaén®s in some of the foreign countries where welpase
and sell securities on the client’s behalf. Taaties between certain countries and the Unitet@Staay
reduce or eliminate such taxes. Depending onnbesiment strategy selected it may be impossible to
predict in advance the rate of foreign tax a cligifitdirectly or indirectly pay since the amourftthe
client’s assets to be invested in various countriag not be known. Clients that are subject to. U.S
Federal income taxation generally will be entittectlaim either a credit (subject to various lirtidas)

or a deduction for their share of such foreign saxecomputing their Federal income taxes. Taxygte
clients, however, will not ordinarily benefit froamy credits or deductions generally granted by the
United States in respect of foreign taxes. Cliamig potential clients should consult their own tax
advisors concerning the consequences to themliingi one or more of the investment strategies we
offer.

Item 9. Disciplinary Information
An investment advisor must disclose material fattsut any legal or disciplinary event that is matdo

a client’s evaluation of the advisory businessfdhe integrity of its management personnel. Wendb
have any disclosure items.



Item 10. Other Financial Industry Activities and Affiliations

As previously noted, we are affiliated with Daiwec8rities Group Inc. and Sumitomo Mitsui Financial
Group, Inc., each of which owns 44% of the votitagk of Daiwa SBI. Daiwa Securities Group Inc. and
Sumitomo Mitsui Financial Group have the followibigker-dealer subsidiaries/affiliates:

Daiwa Securities Co. Ltd.
SMBC Nikko Securities Inc.
Sumitomo Mitsui Banking Corporation

As noted below under “Brokerage Practices,” sultjeet client’s consent we have utilized the sewiake
Daiwa Securities Co. Ltd. and Daiwa Securities Gdpilarkets Co. Ltd. in executing securities
transactions on behalf of our clients. In additiagain subject to client consent, we may in theréu
utilize the services of any of the brokers namealvabin executing client transactions.

Separately, as noted above under “Investment StesteMethods of Analysis and Risk of Loss,” we
utilize the research capabilities of DIR and JRI aobmpensate those organizations for their services
DIR is a wholly owned subsidiary of Daiwa Secust@roup Inc, and JRI is a wholly owned subsidiary
of Sumitomo Mitsui Financial Group, Inc.

Both Daiwa Securities Group Inc. and Sumitomo Mitnancial Group Inc. have many subsidiaries in
the financial industry, including commercial bargkgl other investment advisers. We do not have
relationships that are material to our businesstimes with any of those entities, and we, Daiwa &i&l
its subsidiaries have firewalls and other proceslimgplace to prevent our advisory personnel from
having knowledge of those entities’ activities @kihg their interests and practices into account in
connection with our management of client assets.

ltem 11. Code of Ethics, Participation or Interestin Client Transactions and Personal Trading
Code of Ethics

We maintain a Code of Ethics. The Code of Ethats forth standards of conduct expected of advisory
personnel, requires compliance with federal seesrlaws and addresses conflicts that arise from

personal trading by advisory personnel. We witiypde a copy of our Code of Ethics upon request.

Personal Trading

Our directors, officers, certain employees and rosipecified persons (“Covered Persons”) who may be
aware that one of our clients is purchasing oirggh particular security or has such a purchasaler
under consideration may not, as to any accountiwii or that Covered Person has a beneficial isttere
engage in any transaction in that security or atosecurity convertible into that security or apyion

or warrant relating to that security.

Each Covered Person is subject to certain reporéiggirements in respect of purchases or sale of
securities in which he or she had or acquired arecdindirect beneficial ownership.



Our Chief Compliance Officer has been charged thighgeneral duty of administration and application
of the aforementioned requirements, subject talttextion and control of our Board of Directors.

In the event of any violation of our Code of Ethia® may impose such sanctions as we deem
appropriate (including, without limitation, a lattef censure or suspension or termination of
employment).

Principal Trades

We do not buy or sell securities for our own accoutiowever, our affiliates — i.e., banks and breke
dealers controlled by Daiwa Securities Group Imgl umitomo Mitsui Financial Group Inc. — may act
as dealers in securities that we determine to bwglbfor the account of our clients, and withliart's
consent we may engage in a “principal transactfionsuch a security with such an affiliate for eeot’s
account. Before such a principal transaction tdesk we will disclose to the client in writingeh
capacity in which our affiliate is acting, includimelevant information to allow the client to asstse
desirability of the trade from the client’s persipes, and will obtain the consent of the clienstech
transaction. A conflict of interest may exist iprancipal trade because of the incentive to gereaaa
profit by buying or selling from inventory.

Agency Cross Transactions

In general, we do not knowingly engage in agenog<transactions (i.e., transactions between slient
which we or one of our affiliates is paid a brolggdee). Unless a client has granted consent to us
engage in such transactions, as described in tttepaeagraph, we will not engage in such a tramsact
without obtaining consent in the same manner thpli@s in the case of principal transactions.

Although we have not historically done so, we resehe right to request a client to grant advance
consent to agency cross transactions pursuantleoZ®6(3)-2 under the Advisers Act. Under that rule
the client would execute a written consent prospelgt we would send each such client a written
confirmation containing prescribed information; weuld send to each such client, at least annually,
written disclosure statement identifying the tranigms; each written disclosure and confirmatioruldo
include a conspicuous statement that the writterseot may be revoked at any time; and no such
transaction could be effected in which the sameésadvecommended the transaction to both any seller
and purchaser.

Other Trading Activities of Our Affiliates

As noted above under “Other Financial Industry Ytigs and Affiliations,” both Daiwa Securities Gno
Inc. and Sumitomo Financial Group Inc. have marbsgiiaries in the financial industry, including
commercial banks, other investment advisers ankibrdealers. Those entities may engage in
transactions in the same securities that we buysat@n behalf of our clients, both as princidalstheir
own account and as brokers or advisers for oth&ooers or clients. Those transactions may odooir a
about the same time as the transactions we engdgeour clients. We do not have knowledge oktno
transactions, and those affiliates do not have kedge of the transactions in which we engage omlbeh
of our clients. We, Daiwa SBI and its subsidigresd the subsidiaries of Daiwa Securities Group In
and Sumitomo Mitsui Financial Group Inc. have fie#l& and other procedures in place to prevent our
and their personnel from gaining or utilizing infeation about our and their respective principal and
client transactions and transactions that are bamngidered, either as principals or on behalfurfay
their respective clients.



Item 12. Brokerage Practices

Sdection or recommendation of broker/dealers

We describe here the broker selection practicéswel by Daiwa SBI and its other registered
investment advisory subsidiaries in managing oients' assets. Our clients are free to placeadinoihs
on our authority to determine which securitiestarbe bought or sold, the total amount of secuitie
which are to be bought or sold and the broker atete¢hrough which the securities are bought od.dol
selecting brokers to effect securities transactfonslient accounts, we seek the best executiothi®
client’s transactions, taking into account the fatige and quality of the services provided by the
executing broker. Those services may include rebaaaterials that fall within the safe harbor foe t
use of soft dollars established by Section 28(¢hefSecurities Exchange Act of 1934. Among the
factors we consider in broker selection are thparsiveness of the broker to us in connection with
transactions for our clients, promptness of exeoutuality of execution, cost, reputation, finahci
responsibility and research-related services ti@btoker furnish to us and our clients. We dousat
brokers that provide execution-only services, aedalnost always pay the same level of brokerage
commissions to all brokers that we use on behatiuofclients in a particular country.

These research-related services include, amongsptrgalyses and reports concerning issuers, inesist
securities and economic factohs generating a list of approved brokers, each geaanalysts assess the
quality of the research services that we obtainewh fvarious brokers during the previous year, &ad t
assessment is one of the factors we consideréctaal the brokers we will use until the next arinua
review of brokers (subject to the possible occureenf developments with respect to a particulakéro
that may lead us to stop using that broker andhapes, to substitute a new broker on our approvekidor
list). However, we do not otherwise take into agdahe particular research we receive from a broke
selecting brokers to effect client transactiori3uring our last fiscal year most of the brokersused had
provided us with research services that factoremtimeir selection for a position on our approveoker
list.

We have no obligation to deal with any particuleoler in the execution of transactions for anyrdlie
(absent instructions from the client).

Subject to the policies described above and corisamtthe client, we may direct some trades on lheha
of clients to Daiwa Securities Group Inc. and ffgiated brokers. While in some cases it may begiole
to effect particular transactions through othekiredealers at lower commission cost, we belieee th
commissions charged by Daiwa Securities Groupdnd.its affiliated brokers to our clients are
reasonable in relation to the full range and qualitservices provided to us and are not highen tha
commissions that would be charged by similar ses/lwy non-affiliated broker-dealers.

Soft Dollar Practices

Other than as described above, we do not utilifededlars to obtain any service. Research fureishy
broker-dealers to us may be used in servicingualbocounts.

Client Referrals From Brokers

In general, we do not receive client referrals fiomokers. However, if we did receive such a reflemwe
anticipate that we would continue to utilize sudbraker’s services to the same extent that we dat [0
receipt of the referral, subject to instructiorthie contrary by a client. Our brokerage allocapoticies
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provide that we may not take client referrals imtcount in selecting brokers to execute client
transactions.

Directed Brokerage

We do not request, direct or require that clieatpiest or direct us to executed transactions thraug
specified broker-dealer. However, a client magdibrokerage to a specified broker-dealer othean th
the firm we would otherwise select. If a clientedaso, it is up to the client to negotiate the cassion
rate, as we will not. The client may not be abla¢gotiate the most competitive rate. As a retudt
client may pay more than the rate available thrahghbroker/dealer we would use. In client dirdcte
brokerage arrangements, the client may not betalgarticipate in aggregated (“block”) trades, whic
may help reduce the cost of execution.

Trade Aggregation

While individual client advice is provided for eaabcount, client trades may be executed as a block
trade. No advisory account within the block tradk be favored over any other advisory account] an
thus, each account will participate in an aggredjateer at the average share price and receiveatine
commission rate. The aggregation should, on aeeraguce slightly the costs of execution, and e w
not aggregate a client’s order if in a particufestance we believe that aggregation would cause the
client’s cost of execution to be increased.

Iltem 13. Review of Accounts

We review our client accounts on a regular basisamduct specific reviews on the schedule spekifie
in our investment management agreements. Ourragrégs call for reviews and consultations with our
clients at a minimum once per quarter, and we cohidternal reviews at least monthly. Market
conditions that might cause a wide variance insghecified asset allocation, or other factors, coive
rise to more frequent review. Client accountsraoenciled on a daily basis with clients’ custodian

Our reviews encompass currency and stock markegdacdions and are coordinated by our operations
staff and overseen by our Head of Administratioar @views include an examination of the client's
portfolio holdings as well as an attribution an&yaf the portfolio’s performance. Risk control is
monitored by our Tokyo office to ensure that ourtfslio managers comply with both client-directatta
regulatory guidelines.

Depending on individual client requirements, ourketing and client service team, led by our Directo
of Marketing, typically prepares written monthlyagterly and annual statements, including detailed
attribution and performance data, market commergadyinvestment strategies. Depending on client
specifications, we also typically conduct more fatim-person or teleconference review meetings
between our clients and portfolio managers onaatla semi-annual basis, although ongoing market
conditions or any other unusual events that coalde a wide variance in specified asset allocgtions
changes in investment direction or philosophy vasety of other factors could necessitate morguent
reviews. These formal review meetings are coordohaly our Director of Marketing, with our Senior
Portfolio Manager and President/CEO in attendance.

All clients also receive standard account statemfamn their custodian bank on a monthly basis at a
minimum, or have access to portfolio via onlineesscwith the custodian bank.
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Item 14. Client Referrals and Other Compensation

We do not pay any party for client referrals, eittieectly or indirectly. We receive no benefits o
compensation from any party, whether or not ariat, other than our clients in connection with ou
provision of investment management services.

Item 15. Custody

Neither we nor any of our affiliates have or accepstody” (as defined in Rule 206(4)-2 (the “cudsto
rule”) under the Advisers Act) of client assets bents that are subject to the requirements ®f th
custody rule.

Iltem 16. Investment Discretion

Our clients grant us full discretion to trade trsscurities pursuant to a power of attorney thgtasted
by our investment advisory agreements, subjectrtitaltions specified in the applicable agreement.

Item 17. Voting Client Securities

We are generally granted the power in our investmm@magement agreements to vote our clients’
securities on all matters presented unless thetdieects otherwise in its investment management
agreement. If a client specifies that it will vatieown portfolio securities, the client typicatlyranges
with a third-party information provider to receivgormation concerning issues presented, the agipkc
record date and other relevant matters and arrdogesoxy votes to be cast by the client's custogi
with no participation on our part.

We have adopted policies that require us to vadips in the best economic interest of our clieaits]
not in the interest of our firm. While it is unéiky that we will have a material conflict when vaiclient
proxies, a conflict could arise from time to timgearesult of relationships between our affiliaed the
issuers of securities in which we have investetyemalf of our clients. Our policies require usdsolve
such conflicts, if they arise, in an appropriatexmex, which can include (without limitation) (1)
documenting that votes were cast in the interettetlient, (2) informing the client of the cowtliand
advising the client to obtain objective third paatyvice and instruct us as to how to vote and (3)
obtaining the client’s informed consent to voteraxy in a specific manner. When seeking a client’s
consent, we will seek to provide the client witlffisient information regarding the matter and ttregure
of the conflict to enable the client to make aminied decision. There may be times when refraining
from voting a proxy is in the client’s best intdresich as when the cost of voting exceeds thectage
benefit to the client.

Clients may contact us at the phone number or addisted on the first page of this brochure tawbt
our complete proxy voting policy and information lmow we have voted securities on the client’s dehal
Item 18. Financial Information

We are not required to provide disclosure purstaittis item.
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