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A) Organization 

Background/Structure 

1) In what year was the company founded and when did it gain authorisation from the regulatory body? If part of a 

parent group, when was the parent company founded? 

 

DSM Capital Partners LLC (“DSM”) was founded in March, 2001 by Daniel Strickberger and Steve 

Memishian. The Firm was registered as an investment advisor with the Securities and Exchange Commission 

(“SEC”) in August, 2001. DSM is not part of a parent group and is independent of any business affiliation or 

joint ventures. 

 

2) Please provide details of your company’s capital structure. 

 

DSM is 100% owned by its employees (including one retired partner with a de minimis holding). We have no 

outside interests and no debt.  The Firm’s co-managing partners, Daniel Strickberger and Steve Memishian, 

own DSM’s control stock in equal parts. Including the control stock, they together own 59% of Firm equity in 

equal parts, while other employees own the remaining 41% of Firm equity.   

 
3) Does the company have any major subsidiaries? 

 

DSM does not have any subsidiaries. 

 

4) Who are the main directors of asset management activities? 

 

All asset management activities are the responsibility of DSM’s investment team, which consists of eight 

Analyst/PMs and the Chief Investment Officer (see below table). DSM manages all strategies on a team basis. 

Individual client portfolios are managed to match the model portfolio for a given strategy, except for any stated 

restrictions. Company fundamental research and analysis, and the building of proprietary projected earnings 

models are the work of the Analyst/PMs. The CIO and Analyst/PMs jointly determine portfolio holdings and 

position sizes, although the CIO has final authority. 

 

Name Title 
Daniel Strickberger CIO, Co-Managing Partner 
Justin Burk, CFA Analyst/PM 
Hannah Chiang Analyst/PM 
Takamune Fujikawa, CFA Analyst/PM 
Pinaki Kar Analyst/PM 
David McVey, CFA Analyst/PM 
Steven Tish, CFA Analyst/PM 
Eric Woodworth, CFA Analyst/PM 
Kenneth Yang, CFA Analyst/PM 
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5) Which regulatory authority oversees the company’s activities? 

 

The company’s activities are overseen by the Securities and Exchange Commission and the Netherlands 

Authority for the Financial Markets, with which DSM is registered. 

 

6) Has the company been involved in legal proceedings in the last ten years? If yes, what was the outcome of these 

proceedings? 

 

DSM has not been involved in any legal proceedings since inception. 

 

Assets under Management 

7) How are assets under management broken down by asset class? 

 

100% of DSM’s assets under management is invested in quality growth equity strategies. As of March 31, 

2020, the Firm has USD 6.8 billion in assets under management. 

Human Resources  

8) How are human resources broken down within the investment management organisation (administration, 

investment professionals, sales and marketing, etc.)? 

 

Please see below DSM’s organization chart for the breakdown of human resources: 
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9) Describe the current compensation structure for investment professionals, including typical bonus levels, 

elements of the review process, ownership opportunities, and any recent change to the system. What role does it 

play in motivating portfolio managers?  

Investment personnel (Analyst/PMs) are compensated with a bi-weekly salary, quarterly distributions on the 

DSM stock they own, and an annual merit bonus. Salary is typically not more than 25% of total annual 

compensation, except for new hires, who may have a first-year guarantee. There is no cap placed on bonuses as 

a percentage of base pay (salaries), and bonus can be a multiple of base pay. Bonus compensation is based on 

an Analyst/PM’s multi-year quality of research work and collaborative behaviour with the rest of the 

organization. DSM Analyst/PMs are specifically not paid based on the positive or negative performance of 

stocks they follow that are held in model portfolios. To do so would reduce their objectivity in terms of 

recommending that the Firm buy or sell a given stock.  

When managing high conviction (concentrated) portfolios, it is important to design a compensation system that 

incentivises every member of the team to want the best stocks in the portfolio, regardless of whose stocks they 

are. If we hold the best stocks, we will generate strong performance, which will lead to asset growth, which will 

result in everyone participating in the firm’s and our clients’ success.   

With a team of eight senior Analyst/PMs, it is not difficult to closely monitor the quality of research work. 

Skills assessed include: determining the drivers of an industry and a given company, understanding the 

competitive situation, creating company models, testing growth scenarios, calculating forward EPS 

successfully, understanding the appropriate valuation of a given stock, communicating the case for a given 

stock to the rest of the team, assisting the CIO with position size or interaction with other holdings, and 

contributing to the common assessment of the world in terms of economics and impact of significant events. 

 

Investment Management Sites 

 
10) Please provide the following information for all asset management sites on a global basis 

 

a) Number of investment professionals – 9 

b) Total Assets Under Management, specified by investment management sites – USD 6.8 Billion as of March 

31, 2020 

c) Name of Chief Investment Officer (CIO) – Daniel Strickberger 

d) Asset Management products offered by asset class 

- DSM Global Growth Equity 

- DSM Global Focus Growth Equity 

- DSM Global Dividend Growth Equity 

- DSM US Large Cap Growth Equity 

- DSM International Growth Equity 

- DSM Emerging Markets Growth Equity 
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e) What systems are in place to ensure consistent decision-making between various asset management sites? 

 

DSM’ headquarters is located in Palm Beach Gardens, Florida. The Firm also has an ancillary office in 

Greenwich, Connecticut. The headquarters office in Florida encompasses firm management, the investment 

advisory function, including trading, legal and compliance, all operations and much of client service.  The 

Connecticut office houses two of eight Analyst/PMs and two client service specialists. 

To facilitate communication between the two offices DSM has an “always on” video conferencing system.  

Also, a great deal of the intra and inter office communications begins with email, which would be the case 

even with one office.  Finally, to promote team cohesion and communication, the two Analysts/PM’s 

resident in our Connecticut office spend three weeks every quarter, during the height of earnings season, in 

our Florida office.   

 

Distribution and other Non-investment Activities 

11) Please explain how the distribution of asset management products is organised on a global basis. 

 

DSM is first and foremost an asset manager and using the same people, philosophy, process and valuation 

methodology we have added value above the relevant benchmark for each strategy we have managed since 

inception.  Like many boutique firms, our distribution capabilities have been limited.  The cornerstone of our 

distribution strategy has been to attract the attention of the global investment consultants and we have been 

fortunate that many of the largest investment consultants have accorded “buy” ratings on some of our strategies 

(Global Growth among them). 

In the US we rely on two seasoned business development professionals to both develop business and to service 

clients.  Outside the US, we have relied on third-party marketers in several regions.  We have carefully vetted 

each third-party marketer to ensure that each is highly regarded, experienced, known to local investors and able 

to service clients. 

 

12) How is the relationship between the investment management function and distribution centers formalized? 

 

At the “front end” DSM has business development professionals who tell the Firm’s story to prospective clients 

and consultants, pulling in the investment team as needed. Business development professionals participate in 

investment team research meetings and coordinate all prospective business and client interactions. 

 

13) How are different asset management companies and brands integrated within the global distribution function? 

 

DSM Capital Partners, as a stand-alone boutique, has a single brand globally. 
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14) How has the company organized the function of investment reporting? What resources are dedicated solely to 

the reporting function? In what systems has the company invested in order to provide regular and detailed 

reporting to clients? 

 

Within 10 days of quarter-end, clients are provided with a report that includes performance of the portfolio, a 

listing of portfolio holdings, transactions over the period, as well as dividend and interest income. This report is 

provided from DSM’s portfolio management and trading system, INDATA®, which consists of functional 

modules including portfolio reporting and accounting. Our client service team is also able to provide 

customized reporting using Bloomberg to carry out performance attribution and other detailed portfolio 

analytics as needed.  

 

Investors also receive eight portfolio letters annually (following the ends of quarters and approximately in 

between the quarter-end letters), as well as access to four quarterly conference calls with the entire investment 

team.  These letters discuss composite performance vs. benchmark, the firm’s view of the securities market and 

the world economy, stocks bought and sold in the period, stocks reporting during earnings season, and our 

outlook. Other than performance or reported economic results, these letters represent DSM’s opinion. We 

believe the commentary is timely, clear and detailed. 

 

15) Which activities in particular are outsourced (Investment Managers/Administration/Custody)? 

 

DSM acts as the Investment Manager and Global Distributor to DSM Capital Partners Funds (umbrella fund 

Lux based SICAV). DSM outsources the Management Company function to FundRock and the Depositary, 

Administrator, Domiciliary Agent and Registrar and Transfer Agent functions to Northern Trust.    

 

16) Please describe the procedure by which outside parties are selected for the above activities. What controls have 

been put in place? 

 

These functions are outsourced to parties with longstanding reputations in both the jurisdiction and applicable 

fields after completing a formal due diligence process.  Individual agreements are entered into and reviewed as 

necessary with these parties.   

Risk Control Procedures 

17) Please name the chief compliance officer. 

 
Russell Katz is DSM’s General Counsel and CCO.   

 

18) What risk control mechanisms are in place (counterparty, system, regulatory, compliance, other)? 

 

DSM’s Compliance Calendar helps ensure that all relevant compliance responsibilities are addressed on a 

scheduled basis.  The Compliance Calendar typically lists various compliance responsibilities to be performed 
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on a daily, weekly, monthly, quarterly, semi-annual, or annual basis.  To help DSM identify and manage risk, 

three types of compliance tests are utilized in the Compliance Calendar: transactional tests, periodic tests, and 

forensic tests.  Transactional compliance tests are performed around the time an activity occurs.  Periodic 

compliance tests are performed at specific intervals rather than concurrently with each transaction.  Forensic 

compliance tests critically examine an activity to determine whether a compliance system is being subverted 

through some means that may be difficult to detect through some other form of testing.  DSM also conducts 

quarterly forensic tests of its high-risk issues.  DSM will apply certain objective factors (e.g., takeover, material 

appreciation, etc.) with respect to its insider trading forensic tests.  All tests conducted throughout the year are 

to be examined during the subsequent annual review to determine whether additional measures are need to be 

added to DSM’s compliance platform.  The CCO or delegate is to conduct the testing.  In addition, DSM’s 

Compliance Calendar may be amended in the normal course of business.  

 

19) How often are the company’s asset management activities audited? Who carries out this audit?  

 

As part of its compliance platform, DSM conducts an annual review of its internal policies and reports the 

findings to senior management.  The annual review of DSM’s policies and procedures has six parts.  It begins 

with a review of DSM’s Risk Assessment Matrix (“Risk Assessment”).  The Risk Assessment inventories 

various issues (e.g., Best Execution, Portfolio Management, Valuations, Advertising, etc.) relevant to DSM’s 

business and evaluates them in terms of possibility of occurrence and impact.  Second, the Risk Assessment is 

mapped to DSM’s Compliance Manual and Code of Ethics. Third, the Risk Assessment is used to review 

DSM’s Compliance Calendar.  DSM’s Compliance Calendar is designed to help ensure that all compliance and 

supervisory responsibilities are addressed on a scheduled basis.  Fourth, all compliance matters that arose since 

the prior annual review are examined to determine whether there were any patterns of inappropriate conduct.  

Fifth, a review of findings noted by regulators in prior examinations of DSM, if any, is investigated for 

continued compliance.  Lastly, an analysis of recent regulatory pronouncements applicable to DSM is 

conducted as part of the annual review. 

 

In addition, DSM will conduct an internal control audit by an outside audit firm every three to five years.  The 

last SOC 1, Type 1 report was conducted by Eisner Amper in the Winter of 2017 and published in January 

2018.    

   

20) To what level are internal compliance rules integrated into trading systems for investment management?  

 

The initial setup of all pre-trade compliance rules at DSM is manual, while the ongoing operation of such rules 

is 100% automated.  All client mandated investment restrictions are entered into DSM’s portfolio management 

system, INDATA, prior to opening and trading a client account. Trades that violate a client restriction are then 

automatically excluded from a pending block trade during the pre-trade compliance check.  DSM’s compliance 

personnel conduct daily trading reviews of all client transactions as part of its compliance efforts.  A special 

quarterly review of all new accounts ensures proper client account set-up.  
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Trade generation is accomplished within INDATA. That process automatically identifies any restrictions 

(tickers, position weights, country of origin, sector limits, etc.) and either prohibits the trade or allows the 

trading desk to override, with an email notification sent to compliance. 

 

21) If a Business Continuity Plan has been commissioned, when and by whom has it been prepared? 

 

Yes, DSM has designed and configured its disaster recovery infrastructure so as to minimize disruption to the 

team approach that the Firm generally embraces in all investment and operational work. Thus, working-from-

home is possible for DSM where severe weather, or some other local disaster, makes it dangerous for DSM 

personnel to travel to our alternate operations site.  The plan was prepared by the co-managing partner, CIO, 

CCO and COO.  

 

At present, given the COVID-19 pandemic, DSM has activated its Business Continuity Plan and, more 

importantly, all business functions are successfully operating according to the Plan.  DSM has not encountered 

unforeseen challenges thus far.  Under the Plan, all members of the investment team are working from home 

and they are in constant phone and email communication with Daniel Strickberger (CIO) and with one another.  

In addition, while the majority of the DSM operations team is working from home as well, we do have limited 

staff in the Palm Beach Gardens office to attend to critical functions such as trading and client service requests.  

These functions can also be performed remotely if necessary.  Business continuity protocols are working 

effectively and have evolved to include more frequent all staff calls and where necessary staff have purchased 

additional IT equipment (i.e. additional monitors and printers) to make work more efficient.   

 

Should DSM experience a situation such as a hurricane or fire, whereby the Firm is unable to enter its offices in 

Palm Beach Gardens, DSM has a full “dedicated co-location” facility at Sungard Availability Services outside 

of Orlando, Florida.  This location was chosen because it has been historically diverse from hurricanes that hit 

Palm Beach County.   

 

At Sungard, DSM maintains a workstation and telephone for every DSM headquarters employee, each 

workstation having the appropriate software for that individual, including full facilities for each of our traders.  

The Sungard building outside of Orlando is a licensed emergency facility, and is available on a 24/7 basis.  It 

has full backup power and communications, and could be used by DSM for an indeterminate period.  DSM tests 

the site on an annual basis.      

     

In the event of a dangerous weather situation in which DSM’s management determines that it is inadvisable to 

ask employees to travel either to DSM’s headquarters, or to the DR site in Orlando, employees would be 

expected to work from their homes.  For this reason, DSM has installed full trading workstations at the homes 

of its head trader and second trader.  These work stations are regularly tested as DSM carries out “night trading” 

in this manner.  DSM has also tested cellular and data connections to a number of DSM employee homes during 

recent hurricanes and found that Florida’s robust infrastructure tends to remain operative. 
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Philosophy and Process 

22) Briefly describe the company’s investment philosophy and style? 

 

DSM has focused exclusively on managing long-only, concentrated growth portfolios with an 

intermediate/long-term investment horizon.  The firm’s investment philosophy is based on the belief that high-

quality companies that consistently grow their earnings (“earnings win”), as long as their shares are purchased 

at reasonable valuations, should produce attractive returns over time. 

 

When plotted on a style grid, DSM’s Global Growth strategy is most assuredly in the large growth quadrant.  

Further, we believe a concentrated or high conviction, high active share style is the best way to invest. By 

investing in on average 35 companies globally that fit both our fundamental and valuation criteria, we believe 

we have created a “best ideas” portfolio that is diversified both by geography and sector. 

 

23) In general, what is the company’s approach to the following  

 

a) Proprietary buy-side research 

 

Fundamental research of potential investment candidates is prepared by our eight in-house Analysts/PMs. 

This qualitative research is thorough, and on-going. In addition to analysis of company results over several 

years, DSM’s Analysts/PMs attend Wall Street sponsored conferences. In that setting they have the 

opportunity to screen a broad range of companies in a particular industry and arrange meetings with the top 

managements of companies DSM owns or would be interested in owning. Importantly, in addition to such 

sponsored conferences, the Analysts/PMs also attend industry conferences, which typically span several 

days and provide us with a “full immersion” with a company, its competitors and its customers.  DSM’s 

Analysts/PMs are also attendees at company-sponsored analysts’ days.  DSM does use Wall Street 

research, but it tends to be a supplement to its proprietary work. The Analyst/PMs also contract with survey 

research firms to conduct proprietary surveys on relevant issues within certain industries. 

 

Another important component of DSM’s qualitative company research is the use of industry experts.  DSM 

typically sources these experts through the Gerson Lehrman Group (“GLG”), which, for a fee, helps 

connect impressive industry experts with investment managers to address specific questions. DSM has also 

used GLG and other third-party providers to help design and distribute surveys that assist the investment 

manager in understanding critical investment issues. Our use of expert networks also includes a rigorous 

compliance overlay. 

 

After the qualitative research is complete, the Analyst/PM utilizes the research to create a detailed 

proprietary projection of earnings per share estimates over the next three years.  These projections are 

based on thorough modelling of the company, discussions with the management and its competitors, a 

study of the candidate’s industry and the critical factors that drive industry growth.  A historical financial 
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analysis is completed as well.  The income statement and cash flow statements are particularly emphasized 

both historically and prospectively. 

 

In its stock valuation work, DSM focuses primarily on P/E ratios. DSM will generally only buy a stock that 

we believe has a forward four quarter P/E ratio that will rise by at least 10% over the next three years.  To 

accomplish this, a target P/E ratio that DSM believes is reasonable and is reflective of a fairly/normally 

valued stock three years from now, is selected.  DSM will typically buy when the company clears two 

hurdles: 1) it must have attractive fundamental business characteristics that translate into a reasonably 

predictable and growing stream of earnings and 2) it must have a P/E on forward four quarters earnings that 

is normally 10% below the target P/E three years from now. 

 

In order to determine a target P/E, the relevant Analyst/PM, in conjunction with the CIO, takes into 

consideration a number of qualitative and quantitative factors.  Among the qualitative factors are barriers to 

entry, number of competitors, economic cyclicality, customer loyalty, price competition, global reach, 

government involvement and management quality.  Among the quantitative factors are historic revenue and 

EPS growth, projected revenue and EPS growth, margins, return on assets, return on equity, capital 

expenditures, and the historic range of P/E over the last five years.  Once a target P/E has been agreed 

upon, it may occasionally be adjusted. However, normally the change is only incremental. 

 

Most of DSM’s research is generated internally while up to approximately a third is obtained externally 

through “Street” research and, in particular, proprietary services. Research acquired from these external 

sources includes: expert opinions, proprietary surveys, financial models, and economic analyses and trends. 

This external research is incorporated into the DSM analysts’ proprietary modelling and helps support the 

Firm’s decision-making process. While DSM does conduct site visits with companies, we prefer to meet 

with management in small group meetings or at “one-on-one” meetings at industry conferences. Our use of 

“experts” through Gerson Lehrman Group, and the investment team’s experienced judgment about a given 

business model are the more important research tools. 

 

b) Quantitative analysis 

 

While DSM uses numbers as an integral part of its investment process, the process is not quantitative in the 

traditional sense.  The most important criteria in DSM’s stock selection are the interplay between our most 

likely EPS projection and the company’s valuation as measured by its forward four quarter P/E, relative to 

our target P/E. 

 

c) Risk control 

 

DSM's risk control process begins with our selection of high-quality growth companies.  These are 

companies that demonstrate strong revenue growth, superior profitability, a growing stable earnings stream 

and high-quality balance sheets. 
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For every stock we research, we create detailed “low” earnings forecast, updated on a rolling, quarterly, 

three-year horizon.  We project "low" earnings and P/E scenarios as well as "most likely" scenarios.  In the 

"low" earnings scenario, the goal is to avoid a projected negative return over the three-year investment 

horizon when the company "stumbles."  

 

The “most likely” EPS forecast, in combination with the “most likely” target P/E, enables DSM to project a 

“most likely” compound annual rate of return to the investment horizon.  Using this methodology to buy 

companies with attractive most likely three-year returns also helps to determine when it is time to sell a 

stock, thereby helping to control stock price risk in the portfolio. 

 

We actively monitor and manage sector/industry weights amongst securities with overlapping businesses, 

geographies, customs or economic risk. 

 

While DSM normally diversifies the portfolio among five to seven sectors, we do not have sector or 

industry weight constraints. Clients may impose position or sector weight limits.  

  

Beyond the above risk work that is embedded in DSM’s portfolio management, the Firm has established a 

Risk Committee that includes the COO, CCO, Head Trader and four PMs.  As a best practice, the CIO does 

not sit on the Risk Committee to ensure independence of thinking. The Committee meets quarterly and has 

been focusing on identifying additional areas of investment risk that can be managed by the Firm. 

 

d) Respect of portfolio guidelines 

 

While DSM has certain self-imposed guidelines, we also have the flexibility to adhere to client specific 

limits and requirements.  

 

e) Discretion given to individual portfolio managers 

 

All DSM portfolios are managed to a model portfolio (subject to client guidelines). The Analysts/PMs 

work closely with the CIO on investment decisions that involve their expertise. The CIO has overriding 

authority with regard to the investment process. 

 

24) In what area, region or style has the company most expertise, and what will be your main focus in the future? 

 

DSM’s eight Analysts/PMs are generalist investors.  DSM employs this approach for two reasons.  First, as 

generalist investors the team has learned to recognize strong business models across sectors.  Companies with 

strong business models are typically serving a growing end market or are taking share in a stable market and are 

characterized by rising revenues, stable input costs, stable or growing margins, high barriers to entry and rising 
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and reasonably predictable earnings growth. Second, as investment opportunities wax and wane across sectors, 

investment professionals who are generalist investors can shift their research focus accordingly.   

 

As a growth manager, there are certain sectors and certain geographical regions that exhibit earnings growth 

characteristics that are more attractive than others.  For example, technology, communications services and 

certain parts of health care will tend to produce more attractive investment opportunities than sectors such as 

real estate, industrials or telecom. Similarly, as a growth manager, Asia and the US are where many of the 

world’s great growth companies have arisen.  To that end, DSM has cultivated a diverse investment team 

consisting of two Mandarin-speakers, a colleague from India and another from Japan.  Thus, half of our 8-

person Analyst/PM team are Asian.   

 

25) How does the company perceive the strengths and weaknesses of its approach? 

 

DSM perceives to have the following: 

 

Strengths: 

 

1.  Culture 

a. DSM is 100% employee-owned.  By having a meaningful ownership share in the company, everyone 

participates in the Firm’s success. 

b. DSM compensates the investment team based on the performance of client accounts, not whether an 

Analyst/PMs’ stocks helped or hurt over a period of time (its everyone’s credit or blame, including the CIO).   

c. DSM’s team-oriented portfolio management process is bolstered by a compensation system that encourages 

Analyst/PMs to recommend sells/trims as well as buys/adds.  The investment team is incentivized to have the 

best stocks in the portfolio regardless of who is covering each stock. 

d. DSM has a very flat organizational structure and all employees have open door access to the CIO and 

COO. 

e. Each of the Analyst/PMs is a senior investment professional with an average of 19 years of industry 

experience; the operations and development staff are also highly experienced professionals. 

f. DSM investment personnel (and most operations/development personnel) are invested, in a meaningful 

way, in the strategies we offer to clients. 

g. Very low team turnover.  

 

2. Fundamental Research 

a. DSM has a very clear and consistently applied investment philosophy and investment process which have 

been successfully adhered to since the Firm’s inception at the beginning of 2002.  

b. DSM owns approximately 80 stocks across all strategies and has eight Analyst/PMs tasked with knowing 

these stocks in great detail.  This in-depth knowledge is vital to avoid selling a company at the wrong time 

especially when controversial issues arise.  We believe we are able to distinguish what is important and 

substantive versus what is simply noise, which provides a significant competitive advantage.  
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c. DSM investment team members are all generalists who are encouraged to understand a variety of different 

business models, in order to contribute to the portfolio management process. 

d. DSM’s investment team is long-tenured, thereby enhancing cohesion and decision-making. Over DSM’s 

19-year history, no investment team member has ever left DSM to work elsewhere. 

e. Analyst/PMs use all available means to conduct their research including company visits, industry 

conferences, Wall Street conferences, SEC filings, FOIA-requests and the use of expert interviews. Our strong 

relationship with Gerson Lehrman allows access to knowledgeable senior experts. 

f. Following discussions with management and competitors, as well as a thorough study of the industry and 

the critical factors driving industry growth, the analyst/PMs create detailed, proprietary projections of EPS 

estimates over the next 3 to 5 years.  

 

3. Valuation Methodology 

a. DSM is a growth manager, but does incorporate a straightforward valuation discipline that helps us to 

“buy” when a stock is attractively priced and to “sell” when the stock is fully valued. 

b. To reduce risk, “Most Likely Case” and “Low Case” earnings models are created for each investment. We 

feel it is important to realistically model even a historically solid quality growth company for a “stumble”, 

which typically not only affects earnings but also P/E. By modelling in this way, we can compare the downsides 

for each model portfolio holding.   

c. Adherence to this valuation discipline can be shown to be value additive over time. 

 

Weaknesses: 

DSM’s investment method will not work well in a low-quality market or rally.  When the market runs to the 

stocks of companies with debt, cheap stocks, and the stocks of other companies that were sold down due to their 

business risk but are now perceived as “safe”, quality growth stocks tend to be left behind. Our strategies 

typically underperform in those periods. However, while portfolio company prices may fluctuate, DSM can 

control earnings growth through good fundamental research.  Thus, the earnings-derived economic value of the 

portfolio is growing even while stock prices fluctuate. 
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B) Portfolio Strategy  

Philosophy 

26) Briefly describe your investment philosophy and style for the strategy under consideration. What makes it 

distinct?  

 

The DSM Global Growth strategy is an actively managed, high conviction global equity product that seeks to 

invest in 25-50 high quality growth companies that are selling at attractive valuations. The investment team 

adheres to a disciplined idea driven investment process that is consistently applied and has added significant 

value since the strategy’s inception.  The strategy is managed by a stable team of investment professionals 

whose compensation is designed to ensure that the best stocks are in the Global Growth strategy, regardless of 

source and whose interests are fully aligned as they invest alongside DSM clients. DSM runs concentrated 

portfolios with high active share in the belief that a compact portfolio of the most reliable earnings streams is 

the best way to invest. 

 

27) Please describe how you define a growth company. 

 

Growth stocks are characterized by consistent and predictable earnings growth, looking out over the next three 

to five years. From DSM’s perspective, in order to be a candidate for investment a company must be 

characterized by both a growing steam of earnings and an attractive valuation. DSM does not invest in 

companies with strong revenue growth but little or no earnings.  

 

28) Has the investment philosophy and style been changed since inception? If yes, what were the reasons for 

making the changes? 

 

DSM has consistently adhered to its investment philosophy and valuation methodology since its inception.  

While there have been times when fundamentals and valuation have not mattered and DSM has 

underperformed, we have never been tempted to abandon our process.  As long as we continue to select stocks 

with strong and predictable earnings growth at attractive valuations, sooner or later, as it has been the case over 

the long run, above benchmark performance will be achieved.  There is no style drift at DSM. 

 

29) Please explain why you feel this strategy would be an attractive investment for potential investors. 

 

DSM’s concentrated Global Growth portfolio is an attractive investment for potential investors because, as a 

result of extensive fundamental research, it is invested in 35 or so exceptional growth companies, with strong 

business models, diversified across sectors and geographies that will generate attractive earnings growth and are 

reasonably valued. 
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Process 

Investment process 

30) What are the main stages of the investment process? 

 

The main stages of DSM’s investment process are: 

1) Screening: DSM constantly screens for companies across geographies and sectors with strong business 

models, few competitors and high barriers to entry with predictable revenue and earnings growth, solid balance 

sheets, free cash flow and high returns on equity and assets;  

2) Fundamental Research: Analyst/PM’s research companies through experts, industry/Wall Street conferences, 

SEC filings, suppliers, customers, competitors and management, sell side research; 

3) Earnings Models: Analyst/PM’s create detailed proprietary projection of EPS over the next three years with 

“most likely” and “low” scenarios;   

4) Valuation:  Analyst/PM and the CIO determine a target P/E ratio that DSM believes is reasonable and 

rational to reduce stock risk; 

5) Buy/Sell: We buy a stock when business fundamentals are strong, and the valuation is attractive on next four 

quarters of earnings. The combination of research and valuation discipline reduces risk and enhances return.  

DSM sells positions based primarily on: 1) an earnings miss or a "guide-down" of earnings by the company 

(assuming the longer term investment thesis for the holding is threatened); 2) DSM research based concerns 

over future earnings results; 3) a new/better idea; or 4) appreciation of the stock price which lowers the 

projected return to the three year projected target price. 

 

a) What share of your total investments is managed according to respectively a bottom-up and a top-down 

process? 

 

DSM is primarily (80%) a bottom-up stock picker. While bottom-up, DSM does monitor the macro 

environment with assistance from a number of economists, political analysts, and other experts. The firm’s 

resulting macro view “informs” the portfolio, for example, in terms of regional revenue exposure resulting 

from the underlying portfolio company positions. 

 

b) How do you define your investment universe?  

 

DSM’s investment universe includes all public equity securities, in developed and certain emerging 

markets, with market capitalizations typically in excess of USD 3 billion.  The Firm evaluates all possible 

investments in growth stocks, whether they are in the benchmark or not. 

 

c) What is the size of your investment universe (number of stocks, capitalization, region/country, 

sectors/industries, etc.)? 

 

The size of DSM’ investment universe is about 600 companies.  This is derived by screening for companies 

with strong business models, few competitors, and high barriers to entry, with predictable revenue and 
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earnings growth, solid balance sheets, free cash flow and high returns on equity and assets. DSM’s broad 

investment universe includes all public securities, in developed and certain emerging markets, with market 

capitalizations in excess of USD 3 billion.  We evaluate all possible investments in growth stocks whether 

they are in the benchmark or not.  When screening for potential investment opportunities, DSM’s goal is to 

screen “in” (as opposed to screen “out”) as many companies as possible using broad measures like revenue 

and earnings growth, ROA, ROE, ROIC, interest coverage and free cash flow. 

 

These 600 growth companies comprise our “bench list.”  This “bench list” is the universe on which the 

investment team begins its fundamental analysis.  We are able to make comparisons of attractiveness across 

sectors and across geographies by focusing on expected EPS growth and by buying companies at a discount 

to the target P/E.  

 

d) How is preliminary screening carried out? 

 

DSM screens for growth ideas by searching several databases representing thousands of companies, using a 

number of quality criteria, including revenue growth, earnings growth, free cash flow, profitability, debt 

and lack of earnings misses. DSM also seeks to identify companies with communicative and experienced 

management teams. 

 

e) On what criteria are stocks retained for research purposes? What valuation measures does the investment 

manager believe appropriate for the asset class under consideration? 

 

The companies which are deemed to have the most sustainable and predictable EPS growth, regardless of 

valuation, are retained for research purposes.  These are the companies that have attractive fundamental 

characteristics and once the valuation adjusts, they would be candidates for inclusion in the portfolio. 

DSM’s investment process is focused primarily on earnings growth.  However, we want to be careful not to 

overpay.  If the price earnings ratio (P/E) remains stable, the stock price should appreciate at the earnings 

growth rate.  To provide a margin of comfort, we will only invest in a stock when the fundamentals are 

attractive and when we believe the stock is about 10% below its target P/E.  We want to avoid situations 

where the earnings grow as expected, but this gets offset by having paid too high a P/E which falls as fast 

as the earning grow. The result is that most of our return are driven by earnings growth.  If the P/E also 

happens to expand by 10% or more, that would add modestly to the return, but it would not be the main 

driver as earnings matter most.  

 

The P/E adds valuation discipline to our process. An examination of any company (value or growth / core 

or GARP) will demonstrate that it’s P/E rises and falls over time.  We determine a P/E entry point, based 

on next 4 quarters of earnings, that is below the P/E at which we believe the market will value the company 

3 years in the future. Through buying at a discount to the P/E target, we become ‘value’ investors in quality 

‘growth’ companies. This discipline enables us to manage and hopefully reduce ‘valuation’ risk from the 

investment. 
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f) What approach is used where quality financial data is not available, or companies have less than 5 years 

operating history? 

 

DSM generally invests in large cap growth companies with market capitalizations generally in excess of 

USD 3 billion.  These companies will have quality financial data available and if for some reason they do 

not, DSM would not be interested.   

 

Occasionally, as the result of an IPO or a spin-out, DSM has considered large cap companies with less than 

5 years’ operating history.  In these circumstances, if the company in question has met both our 

fundamental and valuation criteria, we have been able to add it to the portfolio. 

 

g) Briefly describe the criteria in which holdings are sold out of the portfolio. 

 

DSM sells positions based primarily on: 1) an earnings miss or a "guide-down" of earnings by the company 

(assuming the longer term investment thesis for the holding is threatened); 2) DSM research based 

concerns over future earnings results; 3) a new/better idea; or 4) appreciation of the stock price which 

lowers the projected return to the three year projected target price. 

 

31) Has the investment process been changed since inception? If yes, what were the reasons for making the 

changes? 

 

There has been no change to the investment process since the inception of the firm. The implementation of our 

investment process has improved due to the stability, tenure and experience of DSM’s investment team. 

 

32) Is it an objective to be fully invested at all time?  

 

Yes, DSM manages fully invested portfolios.  Cash is the residual of the investment process and averages 0% to 

1% of the portfolio.  

 

33) Briefly describe how a position is built up in a new investment. 

 

For each stock under consideration we create an annualized most likely return, which is comprised of the 

expected earnings per share (EPS) growth, plus the dividend (if any) plus the discount of the P/E to our target 

over a three-year investment horizon.  A new investment is most likely to have an expected return that is at or 

above the average of the portfolio. 

 

A new investment will average about 1%.  As we continue to hold the stock and review earnings, if our 

investment thesis seems to be correct, we may add to the stock and over time this will result in an average 

position size of 3%. 
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We generally do not add to stocks that are above 5% and we will generally begin to trim a position when it gets 

to be over 8%. 

 

34) What is the investment manager’s policy with regards to participating/investing in new equity issues? 

 

DSM can invest in Initial Public Offerings (IPOs) though we generally have not, as it is often impossible to 

know beforehand what allocations will be awarded, making it difficult to allocate fairly across client portfolios.  

 

Allocation 

35) How do you allocate the portfolio:  

 

a) Between cash and equity  

 

DSM’s portfolio is fully invested with cash generally ranging between 0% and 1%. 

 

b) By region/country 

 

The goal of the investment process is to find the best growth  companies in the world and valuations we 

consider to be reasonable.  Normally, DSM expects that 30 to 60% of the portfolio will be invested in 

North American companies, 20 to 50% will be invested companies located in Other Developed Nations, 

and 10 to 50% will be invested in companies in Emerging Markets. 

 

c) Among industries/sectors 

 

DSM’s Global Growth strategy is invested across five to seven sectors.  Accordingly, we expect to have 

portfolio exposures in the following sectors: Information Technology, Healthcare, Consumer Discretionary, 

Consumer Staples and Financials. We expect to have small or no weights in Telecom, Utilities, and Real 

Estate. We would expect to have smaller weights in Energy, Industrials and Materials than in the remaining 

sectors. 

 

d) By market capitalisation 

 

DSM’s Global Growth portfolio holdings typically have market capitalizations in excess of USD 3 Billion 

and will also take into account the stocks free float. 

 

36) Is the allocation of the portfolio tactically managed? 

 

 DSM does not tactically manage allocation. 
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Benchmark 

37) What is the benchmark for the portfolio under consideration? How and why has this benchmark been chosen? 

Please provide full name and details of the benchmark. 

 

The benchmark for this strategy is the MSCI ACWI Net Return (USD). It has an appropriate market 

capitalization distribution and range, and is considered to be an industry standard for global growth managers. 

 

38) Has the benchmark been changed since inception? If yes, what were the reasons for making the changes? 

 

DSM has not changed its Global Growth strategy benchmark since inception. 

 

Limitations 

39) What limits are set for tracking error? 

 

Tracking error is not explicitly targeted as DSM is a high active share manager.  However, it has averaged 

within a range of 6 to 8%. 

 

40) What limits are set for region/country/sector weightings with regards to the portfolio’s benchmark and/or on an 

absolute basis?  

 

While DSM strives to avoid cyclical, commodity, price competitive, capital intensive industries, there are no 

hard limits set for region/country/sector weightings.  DSM evaluates common risks across holdings and 

overlapping risks across sectors and geographies.  Clients may impose reasonable weight restrictions. 

 

 

Sustainable Investing 

 
41) Do you have a policy for Sustainable Investing? If yes, please describe your policy, which Environmental, 

Social, Governance (ESG) risks do you cover and how do you conduct your work? Do you consider risk factors 

such as human rights violations, corruption, severe environmental degradation, tobacco, nuclear weapons, anti-

personnel landmines, cluster munitions and worst performers in high risk industries? 

 

ESG is an important part of DSM’s investment process and is fully integrated into its stock selection, 

monitoring, and selling processes. ESG criteria provide a qualitative framework for evaluating investments, as 

they are non-financial and not readily quantifiable in monetary terms. 

 

Some of the ESG criteria considered, among other relevant matters, include the following issues: 

• Environmental – energy and climate change, biodiversity and land use, toxic emissions and waste, 

sustainability, supply chain management, etc. 
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• Social – human rights concerns, impact on local communities, child labour, workplace diversity, civil 

liberties, anticompetitive practices, marketing and advertising, privacy and data security, etc. 

• Governance – bribery and fraud, controversial investments, executive compensation, management 

structures, board composition, executive behaviour, etc. 

 

DSM assigns a proprietary ESG score to every company that it researches. Scores range from 0 to 10 (with 10 

being the best), and DSM utilizes MSCI’s ESG Ratings as a starting point to make adjustments to ESG scores 

across five key categories: environment, customers, human rights / community, labour rights / supply chain, and 

governance. These categories are then broken down further into over 20 subcategories. In addition, DSM can 

utilize the business screening feature of MSCI and screen out factors not covered as ESG issues in controversy 

reports, such as tobacco, nuclear weapons, anti-personnel landmines and cluster munitions. 

 

42) Are you a UN-PRI signatory? If yes, when did you commit? If not, do you have future commitment plans and if 

not, what is your reasoning behind this decision? 

 

Yes. DSM became a signatory to the Principles for Responsible Investment (PRI) in October 2017. The PRI 

provides a set of investment principles and best practices designed to promote responsible investing. DSM 

utilizes the PRI’s Collaboration Platform, and DSM will become a signatory to relevant initiatives, such as the 

2018 Global Investor Statement to Governments on Climate Change, where appropriate.   

 

43) What internal and external resources are dedicated ESG research? 

 

Each Analyst/PM at DSM completes in-depth research on ESG issues impacting a company and assigns scores 

using a consistent in-house methodology. DSM stores all ESG communications and developments in 

centralized folders so that companies’ ESG histories and DSM’s ESG activities are available to all 

Analyst/PMs. In addition to weekly updates from MSCI, DSM’s investment team utilizes in-depth ongoing 

monitoring to identify ESG issues not fully captured by MSCI. 

 

ESG scores are included in DSM’s internal summaries and have an impact on DSM’s investment decisions.   

ESG considerations and the implementation of ESG scores and in-house research have both kept DSM from 

investing in certain companies and have led to DSM selling portfolio holdings. 

 

44) Do you have an engagement policy? Is so what issues does the policy cover and how is engagement conducted 

in practice? 

 

Yes.  DSM’s investment team is responsible for engaging with companies directly by reaching out to investor 

relations, executive management or the board of directors, when appropriate, in order to better understand ESG 

matters and potentially influence or identify the need to influence relevant corporate practices. Engagements 

may take the form of direct in-person meetings, calls, emails, or letters. The length of each engagement will 

vary based on the materiality of the issue, a company’s response, and how the information gathered is integrated 
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into DSM’s investment process.  DSM monitors its engagements on an ongoing basis to evaluate the actions, if 

any, taken by a company as well as what further action may need to be taken by DSM. 

 

While DSM engages with companies on a regular basis, and in some cases has seen actions taken by companies 

which reflect its engagement suggestions (such as share buy-backs or dividend initiations), the companies DSM 

tend to own have strong management teams and governance practices, extensive intellectual property, few or no 

competitors, sound and sensible employee practices, very few or negligible ESG issues and reasonably long 

runways to growth.  Thus, DSM recognizes that the risks and return potential related to ESG issues are dynamic 

and may evolve over time and therefore it continues to monitor this activity and the need for active engagement. 

 

The Strategy Management Team  

 
Total Net Assets 

 
45) What are the Total Net Assets managed by the team? Please specify per strategy and institutional 

mandates/retail pooled funds. 

 

Please see below for DSM’s total assets managed by the team as of March 31, 2020: 

Strategy AUM (USD millions) as of March 31, 2020 

 Retail Institutional 

US Large Cap Growth 834.0 4,592.9 

Global Focus Growth Equity 124.3 978.8  

Global Growth Equity* 95.2 94.7 

Global Dividend Growth Equity 0.04 34.7  

International Growth Equity 5.3 27.4  

Emerging Markets Growth Equity 14.3 
 

Total 6,805.7 

Total Institutional AUM 5,728.3 (84%) 

* In 2018 the strategy was over USD 1.1 billion. In May of 2018 DSM lost a large pension client when they 

closed their global equity investments and converted to liability driven investment (LDI).  The performance of 

the account was ahead of its benchmark, net of fees, since inception. 

 

 

Team Structure 

46) Who are the relevant team members for the strategy under consideration? 

 

DSM’s investment team consists of eight Analysts/PMs and a CIO (see below). Each of the Analyst/PMs have 
one or more backups who can cover their companies. Each DSM strategy is managed by the same team using the 
same philosophy, process and valuation methodology.  
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Name Title 
Firm 

Tenure 
Strategy 
Tenure 

Location Market Specialization 

Daniel Strickberger CIO, Co-
Managing Partner 
 
 
 

19 9 Palm Beach 
Gardens, FL 

Broadly experienced global 
equities portfolio manager in both 
growth and value methods 

Justin Burk, CFA Analyst/PM 18 9 Greenwich, 
CT 

Medical Technology 
Enterprise Software 
Computer Storage 
Multi-Industry 

Hannah Chiang Analyst/PM 5 5 Palm Beach 
Gardens, FL 

Payment Processing 
Chinese Online Advertising 
Retail/Apparel 
Consumer Discretionary 

Takamune Fujikawa, 
CFA 

Analyst/PM 2 2 Palm Beach 
Gardens, FL 

Insurance 
Payment Processing 
Japan 

Pinaki Kar Analyst/PM 12 9 Palm Beach 
Gardens, FL 

Biotech/Pharma 
Discount Stores 
Medical Technology 
Business Software 

David McVey, CFA Analyst/PM 19 9 Palm Beach 
Gardens, FL 

Internet Services 
Payment Processing 
Banking 
Media/Advertising 

Steven Tish, CFA Analyst/PM 13 9 Palm Beach 
Gardens, FL 

Biotech 
Pharmaceuticals 
Restaurants 
Gaming/Lodging/ Travel 

Eric Woodworth, 
CFA 

Analyst/PM 19 9 Greenwich, 
CT 

Personal Computers 
Railroads/Aviation 
Freight Forwarders 
Networking and Security Software 

Kenneth Yang, CFA Analyst/PM 6 6 Palm Beach 
Gardens, FL 

Consumer Discretionary 
Chinese Internet 
Business Services 
Video Gaming 

 

47) Please describe the geographical location of team members. Is the management team concentrated in one site or 

in multiple investment centres? 

 

Please see 46) for location of team members. DSM has its headquarters in Palm Beach Gardens, Florida and 

maintains a small satellite office in Greenwich, Connecticut. The Connecticut office houses two of eight 

Analyst/PMs. 

 

48) Who is the team leader and who does he/she report to in the organisation? 

 

Daniel Strickberger, CIO and co-managing partner would be considered the team leader and all Analyst/PMs 

work closely with the CIO on investment decisions that involve their expertise and coverage.  

 



DSM Capital Partners LLC  
Global Growth Strategy – Sample Request for Proposal   

  22 
    

49) Who has the ultimate responsibility for the team’s activities? 

 

The CIO has overriding responsibility for the team’s activities. 

 

50) Please describe, if applicable, the hierarchical structure of the management team. 

 

Not applicable. DSM has a flat organizational structure and each of the Analyst/PMs is a senior investment 

professional with an average of 20 years of industry experience. 

 

51) How are individual team members responsible for decision-making within the team, and with what 

accountability? 

 

By design, each Analyst/PM covers securities held across the investment strategies. In that manner, each 

Analyst/PM has full sector/size/geographic experience and every team member is responsible to all clients for 

all strategies of the firm.  There is no one person who is responsible for the success or failure of equity positions 

at DSM.  Normally names may only involve the analyst and the CIO.  However, at times three or four members 

of the team may participate in the investment decision. The CIO has overriding authority. 

 

52) Please list the other strategies for which the various team members including analysts are responsible.  How has 

this evolved over the last 5 years.  

 

DSM manages all strategies on a team basis. Each of our strategies below has added value above its respective 

benchmark since inception. 

Strategy Launch Date 
US Large Cap Growth 1-Jan-02 
Global Focus Growth Equity 1-Jul-09 
Global Growth Equity 1-Oct-10 
Global Dividend Growth Equity 1-Feb-11 
International Growth Equity 1-Oct-13 
Emerging Markets Growth Equity 1-Jul-17 
 

Team History 

53) Since when has the team been in place for the asset class? 

 

The investment team was established in 2001, before opening our first account. The strategy launched in 2010. 

Six of the nine investment team members have been in place with the strategy since its inception.   

 

54) Who have the different portfolio managers of the strategy been since start? 

 

While there has been some investment team turnover (see table below), it has not in any way altered the Firm’s 

investment philosophy or process.  
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Departure Date Name Position 
 

Replacement Reason for 
departure 

March, 2015 Ling Zhang Analyst/PM Zhihui (JoJo) Hu Personal 

March, 2015 Paul Matlow Analyst/PM Hannah Chiang Retired 

December, 2017 Zhihui (JoJo) Hu Analyst/PM No Replacement Personal 

May, 2018 Takehiko Serai Analyst/PM Takamune Fujikawa Career Change 

 

55) What level of rotation has there been in the team in the last three years? (Please indicate arrivals/departures to 

latest possible date). 

 
There have been two departures and one addition in the last three years. One Analyst/PM left DSM at the end of 
2017.  A second Analyst/PM left in mid-2018 after receiving a masters from Yale and fulfilling a lifetime goal of 
assisting in the third world.   
 

56) Describe how new team members are selected? 

 

Each team member we hire is believed to be a “senior” person with significant prior experience and relevant 

responsibility. We focus primarily on their experience, though we have attracted many professionals who have 

an advanced degree (usually an MBA) and often a CFA. We also look for professionals who are self-motivated, 

who do not need to be “managed”, and appreciate a collegial, collaborative environment.  Potential new team 

members (usually accessed through a search firm with which we have a long-standing relationship) are 

interviewed several times by all members of the investment team as well as by other senior members of the 

firm.  Those candidates who are deemed the most promising are given company case studies in order to gain 

insights into their analytical skills and thought processes.  The final decision to extend an offer is made by the 

CIO after consulting with other members of the investment team to ensure that there are no serious questions. 

issues or concerns. DSM will typically identify and secure a new employee within a three-to-six months search 

period. Offers of employment extended by DSM for any position are contingent upon the completion of a 

comprehensive background check, verification of prior employment, and reference checks.  In addition, DSM 

performs full background checks on all employees every three years thereafter. Background checks have been 

carried out by Kroll Background America, a division of Hire Right Inc. 

 

Portfolio Manager 

57) Who is the portfolio manager(s) for the time being and what is his/her experience of investment management? 

Please provide a summary CV. 

 

CHIEF INVESTMENT OFFICER: 

DANIEL STRICKBERGER began his career in 1979 as a credit analyst, first at Morgan Guaranty, and later at 

Bank of Tokyo. He joined Oppenheimer & Co. as a securities analyst in 1982. He joined Lazard Freres & Co. 

later that year, after Oppenheimer & Co. was sold.  Daniel was appointed Director of Research of Lazard Freres 

Asset Management in 1987 and was made a general partner of Lazard Freres & Co. in 1988. He was one of two 
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senior portfolio managers supervising Lazard’s domestic equity investments. Daniel also developed and was the 

senior portfolio manager of Lazard’s international equities portfolio. Daniel joined W.P. Stewart & Co. in 1991 

where he served as senior portfolio manager and equity analyst, managing a substantial portion of the firm’s 

assets. Daniel left W.P. Stewart in 2000 to co-found DSM. Daniel holds a Bachelor of Science in Business 

Administration and Finance from the University of Delaware and a Master of Business Administration in 

Finance and International Business from New York University.  Daniel serves on the Investment Committee of 

the University of Delaware Endowment. 

 

ANALYST/ PORTFOLIO MANAGERS: 

JUSTIN BURK joined Moody’s Investor Services in 1998, moving to Carlyle High Yield Partners as an analyst 

in 1999. In 2001 he joined Aslan Capital Management, a high yield event- driven hedge fund, where he 

specialized in corporate structure analysis and asset valuation. Justin received an A.B. in Biochemical Sciences 

with Honors from Harvard University, and holds a Chartered Financial Analyst designation. Justin joined DSM 

in 2002. 

 

HANNAH CHIANG began her career at American Century Investment Management in 1997.  From 2001-2005 

she was a research analyst for international equities.  She was then named an associate analyst responsible for 

large cap ideas in Asia (ex-Japan).  For the last six years, Hannah was a senior investment analyst focusing on 

large cap global consumer companies.  She holds a Bachelor of Science in International Business and a Master 

of Science in Finance, both from the University of Colorado.  Hannah joined DSM in 2015. 

 

TAKAMUNE FUJIKAWA began his career in 1994 at Nomura Securities International in New York as a 

quantitative analyst. In 2008, he joined The Boston Company Asset Management as a senior international 

equity analyst. Taka continued his career in Hong Kong at Hutchinhill Capital as a senior equity analyst. His 

most recent role was a senior analyst at the equity research department in SMBC Nikko Securities in Tokyo. He 

received a Bachelor of Science degree in Finance and International Business from New York University, Stern 

School of Business. He holds a Chartered Financial Analyst designation. Taka joined DSM in May 2018. 

 

PINAKI KAR started his career in life-sciences strategy consulting at ZA Associates in 1994 where he advised 

pharmaceutical and biotechnology clients.  He subsequently worked at Pfizer and Bristol-Myers Squibb in 

various roles within brand planning and management.  His most recent role was at Novartis AG where he was 

responsible for screening and assessing strategic investment opportunities.  Pinaki holds a Bachelors in 

Mechanical Engineering from the Indian Institute of Technology and a Masters in Logistics from the 

Massachusetts Institute of Technology, where he was on the Dean’s List. He also holds a Masters in 

Engineering from Notre Dame and an MBA in Finance from New York University, where he earned the Stern 

Scholar designation. Pinaki joined DSM in 2008. 

 

DAVID MCVEY started in 1992 at Mutual Funds Service Company in Boston. In 1995 he became equity 

research associate for biotechnology and healthcare at Hambrecht & Quist. He then moved to Furman Selz, 

becoming a vice president and serving as media and entertainment analyst. Most recently, he has been media 
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and entertainment associate analyst at J.P. Morgan H&Q. David received a Bachelor of Science degree in 

Economics and Finance from New Hampshire College, and holds a Chartered Financial Analyst designation. 

David joined DSM in 2001. 

 

STEVEN TISH began his career at Lazard Freres Asset Management in 1991 as an analyst/portfolio manager.  

He covered industries including technology, healthcare, business services, and conglomerates.  Steve then 

moved to PAW Partners in Greenwich as a partner and analyst/portfolio manager where he was responsible for 

the P&L of the healthcare segment of a multi-sector hedge fund.   He then joined Millennium Partners in New 

York as a partner and analyst/portfolio manager where he worked with a team which was dedicated to their 

global healthcare hedge fund.  The members of the team later left Millennium to start Panacea Asset 

Management, an independent healthcare sector hedge fund in New York.  He joined DSM Capital Partners in 

October 2007. Steve earned a B.S. in Finance from the University of Maryland and an MBA from Cornell 

University. He was awarded his Chartered Financial Analyst certification in 1994. 

 

ERIC WOODWORTH joined Price Waterhouse Coopers in 1994 as a technology consultant. He became a team 

leader and managed projects for PWC in Toronto and Chicago. He also served as an internal instructor for PWC 

in Tampa, Florida. Eric left PWC in 1999 to attend business school, spending his summer in equity research at 

Merrill Lynch. Eric holds a Bachelor of Arts in Economics from Williams College, an MBA in Finance from 

New York University, and holds a Chartered Financial Analyst designation. Eric joined DSM in 2001. 

 

KENNETH YANG started his career in 1995 as a business analyst for McKinsey & Co. in New York and 

Taiwan. He subsequently spent several years in Hong Kong as an associate with Olympus Capital, a private 

equity firm. In 2002, Ken joined Goldman Sachs as an investment banking associate in their Technology, Media 

and Telecom Group. From 2004-2011 he was a senior analyst and vice president with Paulson & Company, 

responsible for special situations and long/short equities. While there, he focused on risk arbitrage, distressed 

situations, spin-offs, restructurings, and catalyst driven long equity investments. More recently, Ken has worked 

with several non-profit organizations in third-world countries. Ken received a Bachelor of Science in 

Economics from the Massachusetts Institute of Technology and an MBA from the MIT Sloan School of 

Management. He holds a Chartered Financial Analyst designation. Ken joined DSM in 2014. 

 

58) Who is the backup for the fund manager for the time being, what is his/her responsibility/role today and 

experience of investment management?  

 

Each of the Analyst/PMs have one or more backups who can cover their companies.  

 
Team Resources 

59) How many full-time analysts are dedicated to the management team? What are their responsibilities/role today?  

 

DSM’s eight portfolio managers are also research analysts. Please see 46) for list of Analysts/PM’s and their 

responsibilities. 
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60) What information systems are used for pooling meeting reports and valuations amongst team members? 

 

Each day, each Analyst/PM, writes a brief summary of any new developments with companies in his/her 

research coverage list.  That report is circulated to each member of the investment team.  Beyond that, research 

reports generated by the team are stored on a shared drive which is accessible to each member of the team. 

 

61) What other resources are available to the portfolio manager? Please list any teams, databases/systems and 

external resources that may be used.  

 

As fundamental research is at the core of our investment management process, it is important that Analysts/PMs 

have access to the tools they need to find attractive investments. As a starting point, each member of the team 

has Bloomberg on his/her desk.  SEC and related regulatory body filings are also studied and we subscribe to 

sell-side research.  The Analysts/PMs will also frequently attend industry conferences which can provide 

valuable insights. We retain a patent attorney firm which can opine on the validity of certain patents-usually 

drug-related.  We have used the Freedom of Information Act (FOIA) which upon occasion has been useful in 

debunking short reports. Finally, we make use of an expert network, the Gerson Lerhman Group (GLG).  Over 

the years, GLG experts have proved invaluable with their insights to a wide variety of businesses.  We chose to 

work with GLG because they have a rigorous compliance procedure that complements a similar procedure used 

by DSM 

 

Time Allocation 

 
62) How much time do team members spend in  

a) Committee meetings 

b) Visiting companies 

c) Marketing activities and periodic reporting   

 

Team members devote in excess of 90% of their time doing fundamental research, which would include 

visiting companies.  Activities a and c above would comprise the balance of their time. 

 

63) Is there a dedicated ‘Product Specialist’ to deal with client queries/regular reporting on the team? 

 

DSM as a boutique investment manager with a single philosophy, process and valuation methodology has 

adapted its relationship management to fit the needs of each of its clients.  Most clients are pleased to work with 

our dedicated client service professionals as their gateway point of contact.  Other clients may have differing 

preferences, which we can accommodate.   

Regular reporting is handled primarily by our operations staff and is sufficiently flexible to thus far meet all 

client requirements. 
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Performance 

64) Please provide historical monthly performance figures for relevant portfolio, and monthly figures for the 

corresponding benchmark. Please provide these figures in Excel-format, with the longest possible history. 

 

Please see attached DSM Global Growth Monthly Performance.  

 

65) Does the strategy have a specific performance objective relative to the benchmark? If so, what is it? 

 

DSM would expect to outperform its benchmark by 300 to 400 basis points per annum over a 3-year period. 

 

66) What were the main factors that caused the strategy to significantly underperform or outperform its benchmark 

in certain years? 

 

DSM’s portfolios may underperform during periods where news flow matters more than earnings projections. 

However, while portfolio company prices may fluctuate, DSM can control earnings growth through good 

fundamental research. Thus, the economic value is growing in the portfolio even while stock prices fluctuate. 

As a long-only, concentrated growth equity manager with a clearly articulated investment philosophy and 

process, the most difficult thing to do is to adhere to the philosophy, even when it underperforms.  While 

adhering to our philosophy may deter some potential clients who do not understand such fluctuations, over the 

longer term we believe adherence to the philosophy will be amply rewarded. 

 

67) What is the strategy's tracking error over the 5-year period (measured as the annualised standard deviation of 

the strategy’s relative performance)? 

 

The strategy’s tracking error over the 5-year period ending March 31, 2020 is 7.2% 

 

68) What is the average annual rate of turnover in the strategy? 

 

The average annual rate of turnover over the 5-yr period ending March 31, 2020 is 55%.  

 

69) What is the strategy’s active share over the 5-year period? 

 

DSM Global Growth’s portfolio average active share over the last 5 years is 93%. 

 

70) In the investment manager’s opinion, is there a level of assets over which strategy’s performance may be 

impaired? 

 

DSM is very aware that asset size can hinder the ability to generate outperformance. Therefore, we are prepared 

to close a strategy if we believe that size has become an impediment to generating incremental return.  The 
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estimated capacity of the Global Growth Strategy would be $20 billion at current market levels.  Clearly if the 

markets were 50% higher or lower, that number would be adjusted accordingly. 

 

71) Please provide a full portfolio breakdown  

 

Please see below: 

 

DSM Global Growth Representative Portfolio 
Security Description % Wgt Bloomberg Ticker 

MICROSOFT CORP 9.51 MSFT US 
ALIBABA GROUP HOLDING-SP ADR 9.07 BABA US 
ADOBE INC 6.46 ADBE US 
TENCENT HOLDINGS LTD 5.43 700 HK 
ALPHABET INC-CL A 5.41 GOOGL US 
NEW ORIENTAL EDUCATIO-SP ADR 5.25 EDU US 
JD.COM INC-ADR 5.04 JD US 
FACEBOOK INC-CLASS A 4.77 FB US 
PAYPAL HOLDINGS INC 4.26 PYPL US 
VISA INC-CLASS A SHARES 4.21 V US 
AMAZON.COM INC 3.86 AMZN US 
EPAM SYSTEMS INC 3.14 EPAM US 
CAPGEMINI SE 3.10 CAP FP 
AUTOMATIC DATA PROCESSING 2.79 ADP US 
KERING 1.99 KER FP 
WIRECARD AG 1.96 WDI GR 
ASTRAZENECA PLC 1.96 AZN LN 
INTUIT INC 1.82 INTU US 
ADIDAS AG 1.77 ADS GR 
WULIANGYE YIBIN CO LTD-A 1.76 000858 C2 
KWEICHOW MOUTAI CO LTD-A 1.68 600519 C1 
NICE LTD - SPON ADR 1.53 NICE US 
SAP SE 1.46 SAP GR 
ZOETIS INC 1.45 ZTS US 
BOSTON SCIENTIFIC CORP 1.44 BSX US 
GLOBAL PAYMENTS INC 1.42 GPN US 
PARTNERS GROUP HOLDING AG 1.38 PGHN SW 
ELANCO ANIMAL HEALTH INC 1.34 ELAN US 
STRAUMANN HOLDING AG-REG 1.31 STMN SW 
RECRUIT HOLDINGS CO LTD 1.15 6098 JP 
ABBOTT LABORATORIES 1.12 ABT US 
SIRIUS XM HOLDINGS INC 0.94 SIRI US 
US DOLLAR 0.21 USD 
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72) What is the latest sector split in terms of overweight and underweight positions relative to the benchmark? 

 

Please see below the relative sector split as of March 31, 2020: 

 

  DSM Global Growth Equity Portfolio  Portfolio Bench +/- 
  Sector Allocation  #holdings % Wgt #holdings % Wgt % Wgt 

Representative Portfolio: 33 100.00 3,047 100.00 0.00 
Communication Services 4 16.55 186 9.31 7.25 
Consumer Discretionary 6 26.97 338 10.83 16.14 
Consumer Staples 2 3.43 245 8.82 -5.38 
Energy 0  137 3.71 -3.71 
Financials 1 1.38 505 14.45 -13.07 
Health Care 6 8.63 250 13.25 -4.62 
Industrials 1 1.15 467 9.64 -8.49 
Information Technology 12 41.67 309 18.84 22.83 
Materials 0  287 4.40 -4.40 
Real Estate 0  176 3.15 -3.15 
Utilities 0  147 3.60 -3.60 
Cash 1 0.21 0  0.21 

 

73) What are the top ten holdings in the portfolio (in % of the portfolio)? -59.4% 

74) How concentrated is the portfolio (number of holdings)? – 32 holdings as of March 31, 2020. 

75) What is the average time of holding? - 1 to 3 years. 

76) Are there currently unlisted securities held in the portfolio? – No. 

77) Are there currently derivative positions held in the portfolio? – No. 

78) Please provide the following metrics for the portfolio (average) by end of March, if possible, include the 

numbers for the benchmark as well.  

a) Trailing P/E * 

b) Next year P/E 

c) P/FCF* 

d) P/B 

e) Trailing EPS Growth Rate * 

f) Return on Equity* 

g) Net debt/equity 

 DSM GG Portfolio  MSCI ACWI Net 
Trailing P/E* 32.5 14.9 
Next year P/E 23.5 14.4 
P/F CF* 19.6 9.7 
P/B 5.6 1.8 
Trailing EPS Growth Rate* 47.5 28.4 
Return on Equity 21.1 11.7 
Net debt/equity -14.4 57.4 

   
Source: Bloomberg   

* Last12 month. 
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79) How much of the Strategy can be sold within 1, 5, 10 and 20 days given its current size. How long will it take to 

sell 90 % of the portfolio? Preferably assuming 30 days average trading volume and maximum of one third of 

that volume per day. 

 

The entire portfolio could be liquidated in 1 trading day if necessary. 

 

80) Number of stocks in this portfolio where you in total own more than respectively 5 and 10 percent of 
outstanding volumes, aggregated across the various strategies, including fund and segregated accounts? 
 
There are no stocks in the portfolio where we own more than 5 percent of the outstanding volume aggregated 
across the various strategies. 
 

Trading and Risk Control Procedures 

Trading 

81) Please outline your internal capabilities for trading (resources, systems, etc). 

 

DSM has a dedicated, fully-equipped trading desk with a head trader (Christopher Bertoni) and a second trader 

(Shayn Logan) at our office in Palm Beach Gardens, FL.  The traders create and execute trades, review 

accounts’ positions and guidelines, manage cash flows, reconcile accounts and track news on portfolio holdings. 

DSM monitors portfolio parameters through the firm’s portfolio management system called INDATA which 

allows DSM to input multiple custom restrictions so that the trading module is able to prohibit certain types of 

transactions and also flag potential violations when a trade ticket is produced. The portfolio management 

system includes trade order management, compliance, portfolio accounting and front-to-back office. The system 

consists of functional modules for portfolio modelling, pre and post-trade compliance, trade order management, 

portfolio accounting & reporting, performance measurement & attribution, composite maintenance, billing and 

CRM.   The trading team also uses a variety of industry wide resources to service the investment team and 

clients including Bloomberg, MSCI and S&P data. 

 

82) Please describe the procedure by which external brokers are selected, assigned to specific trades and monitored. 

 

The Firm considers the full range and quality of a broker-dealer’s services when selecting external brokers 

including, among other things, the value of research provided as well as execution capability, commission rate, 

financial responsibility, and responsiveness of the broker-dealer. With regard to research offered by a broker-

dealer, the firm considers the quality and frequency of its analytical work, the breadth and depth of its coverage, 

the availability of its analysts for discussion with the firm, its industry conferences, and its ability to organize 

meetings with company management.   

 

In addition, as an adviser and a fiduciary to its Clients, DSM places its Clients’ interests first and foremost. The 

firm has designed its trading practices and procedures in an attempt to prohibit unfair advantage and DSM seeks 

to avoid any conflicts of interest, disclose any that exist, and resolve any such conflicts in the Client’s favour. 
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Brokers are approved by the CCO for specific purposes ranging from research capability, execution 

characteristics or directed brokerage by a Client. Generally, a model portfolio change will involve a Sell-Side 

research firm (to purchase research), one or more brokers used as prime brokers by asset-allocators who have 

Clients with DSM or other prime brokers, wrap assets traded at the broker sponsoring the program, and some 

directed brokers authorized by Clients.  

 

To ensure that all Clients achieve fair average prices and quality of execution over time, DSM’s trading desk 

will generally develop a specific broker order for each trade (a buy or a sell of a single security or a 

combination of buys and sells). The broker order will be based on the securities involved, current market 

conditions and DSM's grading of broker execution quality.  Typically, the trading desk will split large trades at 

some brokers into pieces which will be worked over the course of the trading period while smaller trades at 

other brokers are interweaved and executed all at once. In this way, the desk will attempt to minimize the 

differences in average price achieved by accounts at the various brokers. Certain brokers, including directed 

brokers, may be taken out of order or traded last where DSM determines that the broker is (or would be) 

delaying the overall order. 

 

83) How much attention is paid to market impact and trading costs? 

 

Traders pay significant attention to market impact and are very cognizant of trading costs.    

 

The firm has an obligation to seek to obtain “best execution” of a client’s securities transactions.  DSM has 

established a Best Execution Committee to review TCA (Trade Cost Analysis) reports on a quarterly basis and 

ensure that all portfolio trades’ execution cost is acceptable. DSM believes that it negotiates fair rates with 

brokers based on the quality of their services. 

 

Risk control 

84) What measures are taken to reduce the risk of error during trading operations? 

 

To mitigate the risk of errors all trades are reviewed by both traders as well as a senior member of the 

investment team or operations team.  

 

85) What measures are taken to reduce the risk of compliance breaches during trading operations? 

 

DSM monitors portfolio parameters through the firm’s portfolio management system called INDATA which 

allows DSM to input multiple custom restrictions so that the trading module is able to prohibit certain types of 

transactions and also flag potential violations when a trade ticket is produced.  DSM’s portfolio parameter risk 

reports generally include the following daily compliance reviews, which are conducted on a firm-wide basis:  

 

 a. Securities Allocation Test - Daily review of security cross-reference reports of each investment 

strategy to help ensure investment compliance with model portfolios.  
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 b. Securities Position Test – Daily review of owned-position analysis report to help ensure 

compliance with portfolio guidelines. 

 c. Investment Restrictions Test – Daily review of compliance notification report to help ensure 

compliance with specific portfolio restrictions. 

 d. Trading Test – Daily review of the trading blotter as well as a review of exception reports detail in 

discrepancies with brokers.  

 

DSM also has monthly, quarterly and annual risk reviews involving other policies of the firm; however, the 

daily reviews are designed to manage a majority of operational risk of a client’s portfolio. 

 

86) What models, if any, are used for risk control? If these models have been developed internally, what extra 

functionality do they provide over commercially available models such as Barra, Wilshire or APT? 

 

The Risk Committee has developed internal risk models using Bloomberg Risk.  However, DSM has recently 

engaged MSCI BPM and will be transitioning to this system in the near future.  

 

87) What interpretation is made of these risk models by the portfolio managers?   

 

The Risk Committee is currently using Bloomberg Risk to evaluate certain factors such as performance 

attribution, tracking error and VaR.  As data gets integrated into the MSCI BPM system we believe there will be 

additional style factors that can also be evaluated.  

 

88) What interpretation is made of these risk models from outside the management team? What limits are set for 

control purposes and by whom? 

 
All limits are set by the Risk Committee and communicated to the CIO. 
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