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Firm Overview 

Organizational Structure 

1. Describe the firm and its history, identifying founding members and discussing historical changes of 
ownership. 
 
DSM Capital Partners LLC (“DSM”) was founded in March 2001 by Daniel Strickberger and Steve 
Memishian. The firm has focused exclusively on managing long-only, high-conviction, growth equity 
portfolios with an intermediate/long-term investment horizon. DSM is 100% owned by current 
employees and founding partners. There are no outside interests and no debt.  There have been no 
historical changes in ownership. 

2. Describe the current ownership structure.  How is equity obtained? (granted or purchased?) Please 
list significant stakeholders (greater than 10%) and their percentages of ownership. 
 
At present, DSM’s co-founders own 60% of firm equity, while other employees own the remaining 
40%.  The firm’s voting shares were previously held in equal parts by Daniel Strickberger and Steve 
Memishian. Upon Steve’s retirement on December 31, 2020, Steve has begun selling voting shares 
back to senior members of the firm. Upon purchase of the voting shares these individuals join the 
Board of Managers. The Board of Managers is comprised of ten people and meets at least quarterly.  
Analyst/PMs (as well as all other members of DSM’s staff) are offered capital stock in DSM, 
purchased at a third-party appraised value and historically offered with a stock loan from the firm.  
DSM’s capital stock is viewed as a long-term capital investment opportunity.  Under the operating 
agreement, employees’ shares may be purchased back by the firm, at a pre-determined formula, 
when an employee leaves the firm.  

3. Provide an organizational chart.  

 

4. Are there any anticipated ownership or organizational changes?  If so, please explain. 
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Currently there are no anticipated ownership or organizational changes.  

5. Describe the management structure of the firm (e.g. President or Committee).  
 
As a limited liability company, DSM has a Board of Managers that manages the company. The Board 
of Managers is comprised of ten people and meets at least quarterly.  

Day-to-day management of the company is led by the Chief Investment Officer/Managing Partner, 
Chief Operating Officer and Chief Compliance Officer.  

6. List the location, size, and function (e.g., investments, sales, client service) of the firm’s various 
offices. 
 
The headquarters and principal office of DSM is in Palm Beach Gardens, Florida.  The firm also has 
an ancillary office at Greenwich Office Park #9, 2nd floor, Greenwich, CT 06831.  

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. 

7. Provide the following information regarding assets under management at the firm: 
 

Assets Under Management at the Firm ($millions) 

 

 

 

8. At what level did firm assets under management peak and when?  
 
Peak AUM - $10,883 Million as of August 31, 2021. 

Year End Institutional High Net 
Worth 

Mutual 
Funds 

Commingled 
Funds Total Firm Assets 

6/30/22 $5,526.56 $869.21 $429.39 $789.13 $6,605.39 
2021 $8,429.35 $1,264.68 $634.55 $992.66 $10,012.16 
2020 $6,921.14 $1,283.55 $595.86 $932.17 $9,732.72 
2019 $5,465.85 $1,123.92 $446.79 $728.62 $7,765.18 
2018 $4,464.36 $617.13 $387.72 $556.93 $6,026.14 
2017 $5,155.49 $684.26 $443.93 $1,524.99 $7,808.67 
2016 $4,223.40 $536.42 $158.09 $1,201.66 $6,119.57 
2015 $5,113.24 $588.91 $393.52 $961.84 $7,057.51 
2014 $4,160.22 $563.55 $356.56 $937.96 $6,018.29 
2013 $4,165.44 $548.36 $313.28 $289.17 $5,316.25 
2012 $2,653.23 $681.75 $189.34 $195.91 $3,720.23 
2011 $2,458.15 $673.69 $126.94 $187.91 $3,446.69 
2010 $2,556.03 $706.04 $130.36 $191.51 $3,583.94 
2009 $1,879.73 $523.21 $111.61 $121.12 $2,635.67 
2008 $888.26 $268.65 $0.00 $88.56 $1,245.47 
2007 $761.96 $227.09 $0.00 $79.33 $1,068.38 
2006 $229.79 $191.05 $0.00 $124.30 $545.14 
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9. List the breakdown of the firm’s current assets under management by asset class. 

 
DSM currently manages $6.6 Billion in equities. 

10. List the firm’s three largest products and their current assets under management. 
 
1). DSM US Large Cap Growth Equity - $5,435 Million 

2). DSM Global Focus Growth Equity - $903 Million 

3). DSM Global Growth Equity - $173 Million 

11. Have you experienced significant client terminations in any products at the firm? Significant is defined 
as 25% or more of a product’s assets. Please detail significant terminations in the last three years 
providing the product, client and size of account.  
 
Product – DSM Global Growth Equity 
Client – Pension Trust 
Account Size - $1.1 billion 
 
The RBS Pension Trustees Limited redeemed $1.1 billion from DSM’s Global Growth strategy, in May 
2018.  RBS Pension, due to very strong investment performance on the part of its external managers 
(including DSM) became fully-funded in the Fall of 2017.  As a result, the decision was made by the 
trustees to redeem their worldwide equity investments, and to convert to Liability Driven Investment 
(LDI).  The strategy was ahead of its benchmark, net of fees, since inception and the former client 
has offered to provide a recommendation to any prospective DSM client. 
 

12. Have you shut down any strategies in the last three years? 
 
Yes.  As of February 28, 2022 we have closed the DSM Emerging Markets Growth strategy.  The 
strategy was launched in 2017 with the intention to build a portfolio that could have significant 
exposure to emerging countries with growing economies such as China and India.  Over the recent 
months with political tensions rising in China and valuations continuing to be high in India it has 
become more difficult to build portfolio of companies that meet DSM’s investment criteria and adds 
value to our clients.  As a result, we have made the decision to close the strategy while continuing to 
cover emerging market companies that can be included in our Global and International portfolios.   

Provide a breakdown of clients by type of assets.  

 
Client Type Number of Clients June 30, 2022 Market Value 

Corporate 44 880,129,290 

Corporate Pension 16 225,460,229 

Foundation 39 360,769,365 

High Net Worth 389 869,205,830 

Individual - IRA 120 80,499,925 
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Mutual Fund 3 429,390,525 

Public Pension 8 1,375,920,295 

Sovereign Fund 1 602,875,634 

Taft Hartley 1 11,086,550 

WRAP 3 980,925,341 

Commingled/Pooled 14 789,126,979 

Grand Total 638 6,605,389,964 

 

13. Does the firm participate in any separately-managed account (“wrap”) or sub-advisory programs?   
 
Yes, DSM offers wrap, sub-advisory and separately-managed account vehicles.  

14. Is your firm profitable? At what asset level would the firm dip below breakeven? 
 
Yes. DSM is profitable.  With over USD 6.6 billion in assets under management and 26 employees, 
DSM is able to offer competitive compensation and benefits to all employees. Current revenues 
substantially exceed operating costs of the firm. The firm’s breakeven point is difficult to estimate, 
because compensation and distributions on DSM shares (100% internally held) is a high percentage 
of revenue, and partners can absorb a significant downturn in payments if necessary. 

15. Does the firm have any non-asset management business? What percentage of revenue does that 
business generate? 
 
No, DSM is exclusively an asset manager. 

16. Does your firm have debt? 
 
No. The firm was fully financed from start-up by its two founders and has never had the need for any 
debt or outside ownership – it is completely independent.   

17. Describe the objectives of the firm with respect to growth over a three-to-five-year time horizon: 
 

A. AUM growth at the firm, new product introductions 
 

As an investment boutique with a core competency of managing long-only, concentrated growth 
equity portfolios across a limited range of strategy offerings, DSM's business plan is to continue 
to expand and diversify its client base, drive superior financial returns to clients and provide 
rewarding careers for all employees. Other goals are to remain a boutique firm with a highly 
competent professional staff while providing an exceptional level of client service.   

We envision future growth to be driven organically in our existing five strategies, but primarily our 
flagship strategies: US Large Cap Growth, Global Growth and Global Focus.  These strategies 
have all outperformed their benchmark over the long-term horizon and have 10–20-year track 
records.  
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We have adequate vehicles to support growth however when a strategic opportunity arises, we 
will launch a new vehicle. We recently launched an Australian Unit Trust vehicle sponsored by 
EQT and Mantis Funds. We have ample capacity in all of our strategies as well as depth in both 
the investment and operations teams to support future growth. 

B. Expansion of investment team  
 

Last year we announced the appointment of two Deputy CIOs.  At that time, we indicated that as 
the firm grows, we would anticipate adding staff in many areas of the business.  We had one new 
Analyst join us in June and have had another PM/Analyst join in September 2021.  These hires 
will enhance our very experienced investment team and provide for more scale as the Deputy 
CIO roles evolve. 
  
We are continuously evaluating our business and processes in order to grow alongside our 
business and to better serve the needs of our clients.   

18. Please list significant personnel changes at the firm over the past five years. 
 
Please find below the staff additions and departures over the last 5 years. These changes in 
personnel have not affected our performance. 

 
Departures: 

 
Date 

Name Position 
 

Reason for departure 

December, 2017 Zhihui (JoJo) Hu Analyst/PM Personal 

May, 2018 Takehiko Serai Analyst/PM Career Change 

December, 2020 Steve Memishian Co-Managing 
Partner 

Retired 

October, 2021 Kenneth Yang Co-Deputy CIO Personal 

 
Additions: 

Date Name Position 
 

May, 2018 Takamune Fujikawa Analyst/PM 

December, 2019 Meredith Meyer COO 

June, 2021 Giles Evans Analyst 

July, 2021 Matt Shakespeare Sales/Marketing 

September, 2021 Shirley Hu Anderson Analyst/PM 

 

19. Describe the succession plan for key firm leaders and for the team. 
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DSM’s investment team consists of one equity analyst, six Analyst/PMs, two Deputy CIOs and a CIO.  
Daniel Strickberger, CIO and Managing Partner, is the team leader and all analyst/PMs work closely 
with the CIO on investment decisions.  On September 1, 2020, David McVey and was named Deputy 
Chief Investment Officer and most recently, Eric Woodworth was named Deputy CIO in October, 2021. 
Both David and Eric joined DSM in 2001.  David and Eric work closely with Daniel Strickberger (CIO) 
and the entire investment team on all aspects of DSM’s portfolio management and decision making.  
While Dan has no intentions of retiring in the next 5 years the announcement of David and Eric provides 
transparency into the future management of the firm.   

Steve Memishian, former Co-Managing Partner, retired on December 31, 2020.  At that time, Dan 
became Managing Partner, while remaining CIO.  Meredith Meyer joined DSM in late 2019, as Chief 
Operating Officer.  Steve and Meredith have worked closely together throughout 2020 to ensure Steve’s 
retirement is seamless to clients operationally.   

The firm’s voting shares were previously held in equal parts by Daniel Strickberger and Steve 
Memishian. Steve has begun selling his voting shares back to senior members of the firm including 
David, Ken and Meredith as well as others, beginning early 2021.  Dan will continue to hold his 50% of 
voting shares.   

Dan, who enjoys good health and is 11 years younger than Steve, has no near-term plans for 
retirement.  At present Dan plans to work for at least 3.5 more years and when he does choose to retire, 
he will do so with sufficient notification to ensure a smooth and seamless transition. 

20. Does the firm manage hedge funds?  If so, please provide names, assets, and strategies of the 
funds, and discuss the firm’s approach to managing the conflicts between the long-only and long-
short products.  Are there restrictions on what a hedge fund can short? 
 
DSM does not manage hedge funds.  

21. Has your firm fully assessed counterparty risk as an organization? 
 
DSM conducts a compliance review for assessing any new brokers. The firm reviews its approved 
broker list annually.  DSM does not use derivatives, SWAPs or other like securities that would involve 
more traditional counterparty risk.  

22. Within the past five years has the firm been audited by the SEC or, if applicable, another regulatory 
body?  If yes, please provide dates of audits and indicate the outcome of each, including any 
significant deficiencies found and the firm’s follow-up actions. 
 
The SEC carried out a regular exam of DSM during the period January 31, 2018 through May 15, 
2018.  The SEC had not examined DSM since August, 2004. There were only two findings noted by 
the SEC in the 2018 exam, one of which involved a wording change to a DSM policy, and one of 
which involved a wording change to our ADV.  DSM responded to the findings letter on March 22, 
2018 and updated its policy and procedures.  

23. Is the firm currently or has it within the last five years been involved in any litigation?  If yes, please 
describe the issues involved and the outcome or current status of such litigation. 
 
No, DSM has not been involved in any litigation. 

24. Do you currently sub-advise any investment companies registered under the Investment Company 
Act of 1940 (“’40 Act”)?  
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Yes, DSM is currently a sub-advisor to Touchstone Large Company Growth (DSMLX) and 
International Growth Opportunities Funds (TNSIX). DSM is also sub-advisor to the M Large Cap 
Growth Fund (MYCGX). 

Investments 

Investment Style and Philosophy 

25. Provide a brief history of your organization implementing the strategy, including inception date.   
 
DSM was founded in 2001 by Daniel Strickberger and Steve Memishian. The U.S. Large Cap Growth 
Equity investment strategy was the first strategy to be launched in December 2001. However, Mr. 
Memishian and Mr. Strickberger had been managing substantial client assets in a large cap growth 
strategy at W.P. Stewart & Co. from 1991 through September 2000.  Mr. Strickberger and Mr. 
Memishian left W.P. Stewart & Co. to form a growth firm with a value backbone believing that 
focusing on quality growth companies purchased with a focus on valuation, along with a robust 
research methodology for generating new investment candidates, would lead to superior results. 
 

26. Describe your management style as it applies to this strategy: (Check all that apply) 
 
Concentrated Portfolios x Contrarian  
Core Manager  Active Sector Sel.  
Established Growth Stocks x Bottom-up Stock Sel. x 
Emerging Growth Stocks x Theme Oriented  
Yield Oriented  Industry Oriented  
Value Oriented  Other (specify)  

 

27. What is the portfolio objective? 
 
The objective of DSM’s Large Cap Growth portfolio is to own quality growth companies with 
predictable streams of earnings which generate attractive rates of return over time when purchased at 
rational prices. Although we have no specific performance target, DSM expects to outperform its 
benchmark by 200-300 basis points per annum over a full market cycle.  
 

28. Briefly describe your investment style and philosophy for this product. Include the approach to 
security selection, market capitalization range, sector/industry, and country/region weights.  Also 
address the decision-making process and the titles and responsibilities of the various individuals 
involved at each stage of the process. 
 
DSM has focused exclusively on managing long-only, concentrated growth portfolios with an 
intermediate/long-term investment horizon and high active share.  Our investment philosophy is 
based on the belief that high-quality companies that consistently grow their earnings, as long as their 
shares are purchased at reasonable valuations, should produce attractive returns over time. 
 
DSM’s decision-making process utilizes both fundamental and valuation analyses to evaluate 
investment opportunities. The firm has one team of investment professionals who, working with 
Daniel Strickberger (CIO), implement the same intensive research approach and valuation discipline 
regardless of the company’s geography, industry or market cap. As bottom-up stock pickers, our work 
is done on the front end to select the positions that we own. There is no one person who is 
responsible for the success or failure of equity positions at DSM.  
 
Beginning July 1st, 2022, the final stock decision vote (buy/sell and trim/add), will be broadened to 
include Dan and our two Deputy CIO’s, David McVey, CFA, and Eric Woodworth, CFA.  This is being 
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done to create a smooth transition toward Dan’s retirement (which will not occur prior to December 
31, 2025) and it has been nearly two years since the creation of the Deputy CIO roles.   
 
Otherwise, DSM’s investment philosophy, investment process and valuation methodology will 
continue to be implemented as they have been since the firm’s inception over 20 years ago. 

 
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.  
Tracking error is not explicitly targeted. Foreign domiciled positions are limited to a maximum of 
20% at market. Below are the general individual holding weights: 
- 1% to 2% weight to start 
- 3% to 5% average weight at cost 
- 5% to 7% at cost for select investments 
 

29. Describe the strengths of your firm. How do you differentiate yourself from other investment 
managers?  
 
DSM’s differentiating factors include the following: 
 
•     Substantial experience in the management of long-only concentrated growth equity portfolios.  
This competency is grounded in intensive fundamental research and combined with a rigorous 
valuation methodology.  
• A consistently applied investment philosophy and investment process since the firm’s inception 
that has outperformed in all strategies. DSM has a demonstrated ability to recover from periods of 
underperformance. 
• A commitment to internal research resources - seasoned analysts, who are responsible for 
searching the world for new investment ideas aimed at enhancing returns/performance while reducing 
risk.  
• A collegial, team-oriented portfolio management process bolstered by a compensation system 
that encourages analysts to recommend sells/trims as well as buys/adds.  
• Firm ownership structure that promotes exceptional organizational stability.  
• Alignment of interests with our clients in that the investment team invests a substantial portion of 
their own net worth in the same securities / portfolios owned by our clients. We believe that any stock 
we buy for client portfolios should also be owned by the firm’s investment team. 
 

Investment Process 

30. What is your official benchmark?  Has your benchmark ever changed?  If so, how and why? 
 
While we are benchmark agnostic, most clients and consultants compare our performance to the 
Russell 1000 Growth Total Return.  The Russell 1000 Growth Index has an appropriate market 
capitalization distribution and range, and are considered to be an industry standard for large cap 
managers.  DSM also reports its performance against the S&P 500 Total Return. The benchmark has 
not changed since the inception of the firm. 
 

31. Describe the security universe covered by your research. 
 
DSM maintains a “bench list”, which represents the broad universe on which the investment team 
begins its fundamental analysis and maintains proprietary research. There are 400 to 500 companies 
globally that comprise our “bench list”.  
 
Additionally, DSM maintains an “on-deck” and “owned” lists of researched securities that are 
reviewed by the investment team daily. Approximately 100 companies, which are deemed to have the 
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most sustainable and predictable EPS growth, regardless of valuation, are moved to DSM’s “on-deck” 
list.  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 “owned list” has approximately 60 stocks across all strategies. 
 

32. Describe, in detail, the various stages leading to final stock selection.  If appropriate, include an 
appendix illustrating the process (showing analytical measures applied and the size and 
characteristics of the stock pool remaining at each stage of analysis). 
 
The various stages leading to final stock selection include: 
 
1) Screening: DSM’s screens for companies 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:  The 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 Discipline: 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. 
 

33. Are there any persistent biases to your holdings relative to the market (valuation, capitalization, 
growth in earnings, sector/country exposures, etc.)?  Have these changed over time?  If so, how and 
why? 
 
DSM’s US Large Cap Growth strategy inherently has a large cap growth style bias. It is not managed 
by country and sector weights. Instead, we allow our bottom-up analysis of companies to create 
portfolio choices with country and sector weights as a secondary consideration. 
 

34. Provide the minimum and maximum sector (and country, if applicable) allocations the portfolio would 
have on an absolute or benchmark-relative basis.  
 
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. 
 

35. Do you manage differently in different market conditions?  If so, explain the degree of variation and 
the circumstances surrounding it. 
 
DSM does not manage differently in different market conditions. 
 

36. For domestic (international) strategies, what is your policy on investing in international (domestic) 
securities?  Have there been any changes to this policy? 
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The US Large Cap Growth strategy may invest up to 20% of its assets in equity securities of foreign 
issuers. Up until March 31, 2017, the US Large Cap Growth strategy had historically invested 
approximately 15% of its assets in foreign equity securities.  
 

37. Describe the economic and market conditions under which you would expect your investment style to 
outperform the market.  When would you expect it to underperform? 
 
DSM's strategy should outperform in both “normal” and “down” markets.  DSM's least favorable 
market environment is a strong up market, where valuations are ignored as investors chase both 
cyclical companies and low-quality companies. 
 

38. Describe the portfolio control and review procedures used to assure that the portfolio conforms with 
stated policy. 
 
All accounts are reviewed by the traders and the compliance officer on a daily basis.  All trades are 
reviewed through real-time reporting by the INDATA system.  Additional compliance reports are run to 
ensure that all accounts are adhering to client restrictions.  DSM uses the same system for Pre and 
Post trade compliance.   
 

39. Describe your policies concerning trading and execution. 
 
Once a buy or sell decision has been made, a written order is given to the head trader who then 
prepares a trade ticket showing buy/sell, security name, ticker, total shares, portfolio manager name 
and any special instructions, including price limits. For certain model portfolio trades, after the trader 
enters the trade into DSM’s trading system, the COO or his designee checks every aspect of the 
trade using a spreadsheet routine to prevent trade errors. All trades are transmitted electronically. 
DSM’s traders actively monitor all transactions and are in constant contact with executing 
broker/dealers. 
 
At the end of the trading day, the COO or designee checks the trade blotter and all tickets, and signs 
off on them. All completed tickets, with allocation results attached, are maintained in a trading file. 
 
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. 
 
It is DSM’s policy to execute orders for clients fairly and equitably and DSM may aggregate client 
trades where possible and when advantageous.  We will typically aggregate trades of various clients 
whose accounts can be traded at a given broker-dealer and we will generally rotate or vary the order 
of broker-dealers used to execute a given trade. During the entry of an aggregated order, a pre-
allocation ticket is typically generated by DSM that identifies each client account participating in the 
order and the proposed allocation of the order.  If the order cannot be executed in full, the securities 
purchased or sold will be allocated pro-rata among the participating client accounts in accordance 
with the pre-allocation ticket.  However, adjustments to this pro-rata allocation may be made by DSM 
to participating client accounts.  Adjustments to this pro-rata allocation include, but are not limited to, 
to avoid having odd amounts of shares held in any client account or to avoid excessive ticket charges 
in smaller accounts.  If an order is allocated in a manner other than stated on a pre-allocation ticket, a 
written explanation of the change will generally be provided to, and approved by, the CCO on the day 
of trade. 
 

40. Estimate (by use of percentages) the proportionate effect you would expect each decision to have on 
total rate of return over the long run: 
 

 Expected (%) 
Sector/industry allocation 10 
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Stock selection 90 
Asset allocation (stocks, bonds, cash)  
Other (specify)  
 100% 

 

41. If there is an investment committee, discuss its role and function in the investment process. 
 
DSM does not have a formal investment committee with scheduled meetings. Rather, DSM’s 
Analyst/PMs work closely with the CIO and Deputy CIOs to make each investment decision jointly. 
However, the CIO and Deputy co-CIO’s have the ultimate responsibility and final authority on the 
securities that may be purchased or sold.  
 

42. Describe your sell discipline. 
 
There are three scenarios under which DSM will trim/sell a holding.  In the first scenario if the 
expected return (expected EPS, plus the dividend plus the expected change in the FFQ P/E) falls to a 
level that is well below the rest of the portfolio (because the stock price has run well ahead of 
earnings) and is also well below many of the companies in our “on-deck” list, this could cause us to 
exit the position and redeploy the capital. 
 
The next scenario would be an earnings disappointment.  Generally, if there is a modest 
disappointment with no discernible deterioration in the company’s business prospects, we may trim 
the position.  If this is followed by another quarter of earnings disappointment, we may decide that our 
thesis is wrong and we need to exit the position. 
 
The third sale scenario is simply that we have a compelling new idea.  As we are fully invested and as 
we want to limit the number of holdings in the strategy, many times in order to add a company, we 
need to make room by selling an existing position. 
 
One of the most difficult things for a growth manager to do is to sell; particularly a winner.  By having 
a valuation discipline and by calculating the expected return for every holding, if the stock has run too 
far too fast, the bulk of the most likely return has already been achieved and the future return begins 
to look less attractive relative to other companies under consideration.  That is the time a company 
should be sold.  We can always come back to it at a later time when the valuation has adjusted to a 
more attractive level. 

 

43. If applicable, how is currency exposure managed? If currency is actively hedged, please elaborate. 
 
DSM does not manage currency. 
 

44. Does the strategy use leverage, derivatives and/or short?  If yes, please describe.  
 
No, DSM does not use leverage, derivatives or short. 
 

45. Address any issues you feel are pertinent to the investment process which are not included in the 
above questions. 
 
It is DSM’s belief that fundamental analysis of earnings coupled with the avoidance of over-valued 
stocks, is a timeless and well-respected method. The implementation of our investment process has 
improved due to the stability, tenure and experience of DSM’s investment team. 
 

46. Describe the formal/informal position review process employed by the firm. 
 
DSM maintains a position cross reference report listing all accounts, their security positions and 
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restrictions.  This report is run on a daily basis and reviewed by the senior portfolio managers and 
traders.   
 
In addition, all DSM client accounts are checked prior to market open using our Electra reconciliation 
system.  This software compares previous day client custodial information – all positions, 
transactions, and cash - to the same information in INDATA.  Exceptions are easily identified, and 
dealt with through postings to INDATA or the occasional custodial correction.  DSM reconciles cash 
“to the penny”. 
 
 

Environmental, Social and Governance Factors 

Organization/Team 

47. Does your organization have an ESG policy in place?  
 
Yes, DSM’s ESG policy has been in place since 2016 and covers all AUM.   

48. Is your firm a signatory to the Principles for Responsible Investment (PRI)? If so, since when? 
 
Yes, DSM became a signatory to the Principles for Responsible Investment (PRI) in October 2017. 
 

49. Please list any firm-level collaborative initiatives related to ESG investing. 
 
DSM actively seeks to increase its ESG involvement and has signed on to support various investor 
initiatives such as the Global Investor Statement to Governments on Climate Change and the Task 
Force on Climate-related Financial Disclosures (TCFD).   
 

50. Do you manage ESG-screened, ESG-focused or impact investment strategies for which you maintain 
composites? If so, please provide the asset classes, strategies and inception dates.  
 
DSM does not manage pure ESG strategies but at a client’s request, DSM can apply exclusionary 
restrictions that accommodate responsible investment considerations and restrictions specified by a 
client that may generally prohibit the purchase of certain securities, either individually or by region, 
sector or both.  DSM’s ESG policy covers all AUM. 
 

51. Does your firm employ investment professionals with experience in dedicated ESG analysis? What are 
the average years of professional experience for these analysts? 
 
All of DSM’s investment professionals have general experience in ESG analysis.  The average years 
of professional experience for these analysts is 23 years.  
 

52. Are there analysts at your organization dedicated solely to ESG responsibilities? If so, what are their 
roles? 
 
DSM does not have any analysts dedicated solely to ESG responsibilities.  DSM has a 7-person cross 
functional Green Team led by its 2 Deputy Chief Investment Officers (CIOs). The Deputy CIO’s are 
responsible for sharing ESG information with the rest of the investment team. 
 

53. Does your firm use third party research for ESG information? What are your sources and how do you 
use this information? 
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DSM utilizes MSCI’s ESG Controversy reports, and while we value the use of 3rd party data and 
experts, we believe it is important not rely solely on it and incorporate our own fundamental analysis 
into our ESG determinations.   

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 Controversies as a starting point to make 
adjustments to ESG scores.  

Process 

54. Please describe your ESG assessment process(es) in detail. Is it integrated or separate from traditional 
security analysis? 
 
ESG integration is an extension of DSM’s investment process and is fully integrated into its stock 
selection, monitoring, and selling processes. We seek companies with strong revenue growth, stable 
earnings stream and quality management teams. These companies tend to have an elevated 
awareness of sustainable practices and good governance. We believe ESG will continue to be an 
important part of our investment and will continue to be used to assist in identifying risks and 
opportunities. 

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. 
• Social – human rights concerns, impact on local communities, child labor, 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 behavior, etc. 
 
ESG scores are included in DSM’s internal summaries and have an impact on DSM’s investment 
decisions.    
 

55. To what extent are ESG factors part of your risk management process? 
 
While DSM’s objective is to generate investment returns, we also recognize that the risks and return 
potential related to ESG issues are dynamic and may evolve over time. We are therefore continuing to 
monitor this activity and the need for active engagement as part of our risk management process. 
 

56. Has a poor ESG assessment ever kept a security out of the portfolio? Conversely, have you ever owned 
a security with a positive ESG assessment in spite of poor financial metrics? 
 
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.   
 
DSM has not owned a security with a positive ESG assessment in spite of poor financial metrics.  
 

57. Do you have a restricted list of securities based on their business involvement? How was this created? 
Please provide the list of restrictions, if applicable. 
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Based on the recent Presidential Executive Order prohibiting transactions and ownership of certain 
Chinese companies, DSM has placed restrictions on all accounts prohibiting transactions in such 
companies.   
 

58. Would you own a security with a poor ESG assessment if it were showing signs of improving? 
 
Yes, DSM might own a security with a poor ESG assessment if it were showing signs of improving.   
 

59. Do you actively engage with company management on ESG issues? Who is responsible for this 
engagement? How successful have you been and how do you measure success? 
 
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 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. 

60. Do you vote proxies? What are your policies for voting proxies? Do you outsource the decision making 
or execution? Are you able to report the results of your proxy voting? 
 
Yes, it is DSM’s policy that all proxies be voted solely in the best interests of the beneficial owners of 
the securities. DSM’s proxy voting policy lists positions DSM would typically take on certain proxy 
proposals.  In addition, DSM has contracted with an independent third party, (currently, Institutional 
Shareholder Services, LLC) (the “Third-Party Administrator”), to provide issue analysis and vote 
recommendations with respect to proxy proposals. The Third-Party Administrator receives proxies for 
all of DSM’s holdings and typically votes all proxies received, unless the voting policy recommendation 
favors withholding on a particular proposal. While it is DSM’s policy to follow the vote recommendations 
of the Third-Party Administrator, DSM retains the authority to vote differently than the recommendation 
on any proxy proposal. 
 
DSM is able to report on the results of its proxy voting at a client’s request.   
 

61. Is there an ESG objective, such as a desired measurable impact, for the strategy? 
 
The overall intent of DSM’s ESG program is to focus on a wide range of ESG related matters across 
all of DSM’s strategies.   
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62. Please describe your firm’s competitive advantage when assessing ESG issues and interpreting ESG 
data into your security analysis. 
 

ESG integration is an extension of DSM’s investment process. We seek companies with strong revenue 
growth, stable earnings stream and quality management teams. These companies tend to have an 
elevated awareness of sustainable practices and good governance. 

ESG is an important part of DSM’s investment process and is fully integrated into its stock selection, 
monitoring, and selling processes.  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 
Controversies as a starting point to make adjustments to ESG scores across five key categories: 
environment, customers, human rights / community, labor rights / supply chain, and governance.  These 
categories are then broken down further into over 20 subcategories.  Each Analyst/Portfolio Manager 
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/Portfolio Managers.  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. 

Performance and Reporting 

63. To what extent does your portfolio score higher versus the benchmark on ESG factors? 
 
DSM does not measure its portfolio against the benchmark in relation to ESG factors.  However, if this 
were to be required, we would be able to comply. 

64. Has the incorporation of ESG factors improved the return and risk characteristics of the portfolio? 
 
While we have no systematic methodology for measuring the impact from incorporating ESG factors, 
avoiding companies with ESG issues, would logically provide improved risk/return characteristics.    
 

65. How do you assess the continued ESG performance of your companies? Do you consider their 
disclosure efforts in your analysis? 
 
DSM utilizes MSCI's ESG Manager to review and monitor companies' ESG profiles.  Each analyst/PM 
reviews all ESG Controversy Reports for each of the companies that they cover, providing commentary 
to the CIO on any material negative assessments. The CIO, in conjunction with the applicable analyst, 
will determine if any action is to be taken with respect to any investment held in DSM's model portfolio 
investment strategies.  An ESG file incorporating all analysts' commentary is maintained.  As updates 
or changes occur in the ESG ratings of any company held in DSM's model portfolio strategies, the 
relevant analyst is provided with updated Controversies Reports for further review and analysis.  
Additionally, on a weekly basis, MSCI alerts are reviewed for any changes in the ESG ratings of 
companies whose stock is held in DSM's model portfolio investment strategies, and on a quarterly basis 
an overall ESG review is conducted on such companies. 
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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. 
 

66. What quantitative and qualitative indicators have been selected for measuring the ESG performance 
of portfolio companies?  

 

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 Controversies as a starting point to make 
adjustments to ESG scores across five key categories: environment, customers, human rights / 
community, labor rights / supply chain, and governance. 

 
67. Are you able to provide ESG-specific reporting? If so, please provide samples. 

 
As a signatory to the PRI, DSM completes annual transparency reporting which can be provided upon 
request and are also available for download through the PRI website. DSM’s signatory profile and 
transparency reports can be viewed at https://www.unpri.org/signatories/dsm-capital- partners-
llc/2163.article  
 
DSM is also able to provide ESG-specific reporting at a client’s request.   

 

Research & Team 

68. Provide a brief overview of your research process.  Your comments should include answers to the 
following questions: 
 
 A.  Do analysts specialize by industry? By country? Are they generalists? 
 
 DSM is a model portfolio firm in which each of the analysts/PMs is a generalist. 
 
 B.  What is the relative importance of internal and external research? 
 
 Most of DSM’s research is generated internally while up to approximately a third is obtained 
 externally through proprietary services, as well as “Street” research. 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. 
 
 C.  How are analysts’ ideas and research integrated into the investment process and final 
 portfolio construction?  
 

DSM’s investment team searches for investment ideas by studying and discussing a steady 
stream of macro, industry and company-specific data every day, looking for bits and pieces of 
new information that differ from, or confirm, DSM’s current investment thesis for each holding or 
candidate.  

https://www.unpri.org/signatories/dsm-capital-%20partners-llc/2163.article
https://www.unpri.org/signatories/dsm-capital-%20partners-llc/2163.article
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The team strives to (a) identify superior growth companies that have predictable and stable 
earnings growth, (b) buy such companies at reasonable P/E values that we believe can expand, 
(c) concentrate the portfolio on approximately 25 holdings, and (d) sell positions that have run up 
in price to the point that their expected returns are dilutive to the portfolio. 

 
69. List the senior portfolio managers and analysts involved in research for this strategy and their areas 

of specialization, if applicable.  Give number of years with your firm and number of years of 
investment experience.  
 

Name Specialization Total Years Total Years with Firm 

Daniel Strickberger CIO 
Co-Managing Partner 41 21 

Shirley Hu Anderson 

Semiconductors 
China internet 

Financial Services 
IT Services 

15 1 

Justin Burk, CFA 

Medical Technology 
Enterprise Software 
Computer Storage 

Computer Communications 
Specialty Chemicals 

Agriculture 
Multi-Industry 

24 21 

Hannah Chiang 

Payment Processing 
Chinese Online Advertising 

Retail 
Apparel 

Consumer Discretionary 

24 7 

Giles Evans 

Restaurants 
Packaged Foods 

Financials 
Railroads 
Aviation 

3 1 

Pinaki Kar 

Biotech/Pharma 
Consumer Staples 

Discount Stores 
Medical Technology 

Industrial Gases 
Business Software 
Semiconductors 

14 14 

David McVey, CFA 
Deputy CIO 

Internet Services 
Payment Processing 

Banking 
Media/Advertising 

Energy Services 
Investment Mgt 

26 21 

Takamune Fujikawa, CFA 

Consumer Staples 
Consumer Discretionary 

Financials 
Industrials 

27 4 

Steven Tish, CFA 

Biotech 
Pharmaceuticals 

Restaurants 
Gaming 
Lodging 
Travel 

30 15 

Eric Woodworth, CFA 
Deputy CIO 

Personal Computers 
Railroads 

Freight Forwarders 
Aviation 

Computer Services 
Networking Software 

21 21 
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Security Software 
 

70. What external kinds of research (company, economic, database, etc.) and external sources do you 
find most useful?  How do you use them? 
 
One of the important components 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. 

 

71. How do you conduct your internal research (build models, apply computer screening, visit companies, 
etc.)? 
 
There are three components to DSM’s internal research: 1.) fundamental research; 2.) the 
development of a detailed earnings model (quarterly for each of the next four quarters and annually 
for each of the following three years); and 3.) setting a target P/E.   
 
Before the fundamental research begins, 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. 
 
Fundamental research of potential investment candidates is prepared by our nine 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, though some of these are clearly “dog and pony shows”.  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. 
 
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 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 
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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. 
 
While setting a forward four-quarter P/E target is useful, both in the buy and the sell decision, it 
should be noted that ultimately what really drives the success or failure of a stock purchase is 
whether the earnings come through as projected.  If the earnings are realized, it will have been a 
successful investment, if they do not appear, the only solace will be that we did not pay an excessive 
P/E and the downside will be less than it might have otherwise been. 

 
72. Using a scale of 1 to 5 (with 1 indicating very important, 5 very unimportant), describe the relative 

importance of each of the research disciplines.  
   
  Fundamental analysis of financial statements   1 

 Quantitative screening based on historical data* 5 
 Quantitative screening based on projections* 5 
 Evaluation of company management, products, etc. 1 
 Technical analysis 5 
 Economic forecasting 3 
 Earnings Revision 2 
 Other (specify) Expert Interview 1 
 
*Assuming “Quantitative” means algorithms 

73. What is the targeted capitalization range for the strategy?    
 
In general, the US Large Cap Growth strategy will invest in companies with market capitalizations in 
excess of $10 billion.  
 

74. What is the average number of names held in this portfolio?  Has this changed over time?  If so, why? 
 
The portfolio typically holds 25-35 securities. This range has not changed over time. 
 

75. Is there portfolio overlap of this strategy and other similar strategy(ies) managed by the firm? 
 
There is overlap between US Large Cap Growth and other DSM strategies. DSM’s method is to 
identify high quality growth stocks at acceptable valuations, regardless of which strategies may 
eventually benefit from their inclusion.  Once a company has been fully vetted by the investment team 
and DSM is prepared to invest in the stock, the team will decide on which strategies and what 
position sizes are appropriate. 
 

76. Is tax efficiency considered when managing the strategy?   
 
The majority of DSM’s clients are tax-exempt entities.  As a result, DSM’s sell decisions are not 
based on tax considerations. 
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77. What is the expected annual turnover? (Turnover is defined as the lesser of purchases or sales 
divided by the average value of the account.)  How does the investment process impact turnover? 
Under what conditions do you expect turnover to rise or fall? 
 
The expected annual turnover is 30-40%. 
 
Historically, turnover is lower in periods when DSM underperforms because fewer stocks approach 
their price targets. Historically, turnover is higher in periods when DSM outperforms because a 
greater number of stocks approach their price targets. 
 

78. Discuss potential capacity levels of the strategy including what amounts would trigger both soft and 
hard closes. 
 
DSM primarily invests in the most liquid markets and in the stocks of mid to large-cap companies. 
Therefore, given the current level of assets under management, capacity limitations will not be an 
issue in the medium term. The estimated capacity of the US Large Cap Growth strategy is at least 
$20 billion. DSM will soft close on any and all of our strategies if we believe that our assets under 
management are approaching a scale whereby time to exit, or time to build a position, will prevent our 
achieving the desired outperformance of the market.  In doing so, we would have regard for the 
pipeline of anticipated flows from existing clients, and we would try to avoid hard closing by managing 
the process in the interests of existing clients. 
 

Risk Management 

Portfolio Level Risk 

79. How is portfolio risk monitored and controlled?  With whom does this responsibility lie? 
 
DSM has an Investment Risk Committee that includes several Portfolio Managers/Analysts, DSM’s 
Head Trader, and its Chief Operating Officer.  As best practice, DSM’s Chief Investment Officer does 
not sit on the Investment Risk Committee to help ensure independence of thinking.  The Investment 
Risk Committee has ongoing and regular meetings to review risk metrics associated with DSM’s 
model investment strategies as well as to focus on identifying additional areas of investment risk that 
may be managed by the firm. DSM’s risk management process enables us to more accurately assess 
the risks to our portfolios from various sources.  The Risk Committee shares its findings with the CIO 
and broader investment team. Conclusions can impact portfolio decisions; however, the Risk 
Committee cannot independently force a sell or stop a buy. 
 
When incorporating our risk management strategy, the team’s objective is to deliver the best risk 
adjusted returns over an investment cycle by properly sizing positions and diversification to reduce 
portfolio volatility. We use MSCI Barra to examine the distribution of factor exposures in the portfolio 
and to make sure that we do not have any unintended or over extended factor exposures lurking.  
Minimizing downside capture is very important and we believe our reliance on our valuation 
methodology has been instrumental in generating downside capture that is the mid-80’s.  While we do 
make mistakes on stocks, because we have not paid an extreme FFQ P/E multiple, the downside 
may be 10 to 15%.  However, if one makes a mistake on a stock after having paid a high double-digit 
or even triple digit FFQ P/E multiple, the punishment when such a company stumble would be much, 
much worse. Using MSCI’s risk factor framework, we regularly assess portfolio factor risks to ensure 
that we are taking known and appropriate levels of risks.  It also helps the investment team 
understand what unforeseen risks are building in the portfolio.   
 
Risk impact is aggregated across the portfolio through the impact of changes in earnings estimates 
and target P/E’s as well as position size changes based on perceived common risk between holdings.  
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All members of the investment team keep investment risk top-of-mind both in modelling company 
financials and in establishing portfolio positions.  
 

80. Please explain how risk management is embedded in the investment process and discuss the 
specific role of the portfolio manager in the risk management process and what, if any, risk factor 
guidelines are they expected to adhere to (ie, tracking error, sector over/under weights, individual 
position sizes, exposure to momentum, etc.) 
 
DSM's risk management 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. 
 
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.  
Tracking error is not explicitly targeted. Foreign domiciled positions are limited to a maximum of 20% 
at market. Below are the general individual holding weights: 
 

- 1% to 2% weight to start 
- 3% to 5% average weight at cost 
- 5% to 7% at cost for select investments 
 

Our risk management process enables us to more accurately assess the risks to our portfolios from 
various sources.  Using MSCI’s risk factor framework, we regularly assess portfolio factor risks to 
ensure that we are taking known and appropriate levels of risks.  And it also helps the research team 
understand what unforeseen risks that may exist in building in the portfolio.  The objective of our risk 
management strategy is to deliver the best risk adjusted returns over an investment cycle by properly 
sizing positions and diversification to reduce portfolio volatility. 

81. How often are risk management reports reviewed, and what does the review process entail?  Are risk 
factors explicitly identified and reviewed? 
 
DSM summarizes all fundamental models of owned companies every morning in a report that 
displays both “most likely” return and “low return” calculations. This report also indicates daily the 
current over or under-valuation of each security held according to DSM’s valuation discipline.  
 
DSM’s operational 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.  
 b.  Securities Position Test – Daily review of owned-position analysis report to help ensure 
compliance with portfolio guidelines. 
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 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 
detailing discrepancies with brokers.  
DSM also has monthly, quarterly and annual risk reviews involving other policies of the firm; however, 
the daily reviews manage a majority of operational risk of a client’s portfolio. These reports are 
reviewed by the CIO, COO, investment team members, both traders, and CCO.  These reports are 
reviewed by the CIO, COO, investment team members, both traders, and CCO.   
 

82. Do you subject the portfolio to stress testing?  If so, please provide specific details of that process. 
 
No. DSM does not subject its portfolios to stress testing. 
 

Liquidity 

83. Please describe the strategy’s contributions, distributions, reinvestment, and redemption policies. 
 
DSM generally manages separate accounts and as such, does not need to have contribution, 
distribution, reinvestment and redemption policies. For the Funds managed by DSM, those specifics 
are addressed in the applicable documents. 
 

84. Please provide an assessment of liquidity in your portfolio: 
 
DSM’s portfolios are highly liquid. Generally, we can sell 100% of the portfolio in one day at market 
price.  
 

85. How is liquidity monitored?  Discuss how liquidity could be impacted under certain scenarios such as 
large redemption activity or unusual market events? 
 
DSM does not invest in illiquid investments. The firm invests in high quality, exchange-traded 
securities, primarily in the most liquid markets, and in the stocks of mid to large-cap companies.   In 
general, 100% of the US Large Cap Growth AUM can be liquidated in one day. 
 

86. Please list stocks held that your firm collectively owns more than 10% of the outstanding shares. 
 
N/A 
 

87. If SMA, how long does it take for an account to become fully invested? 
 
It takes about 1-2 days for an account to become fully invested. 

 

Performance 

88. Insert a table or, alternatively, provide an attachment that supplies calendar year performance, since 
inception, for the strategy and the appropriate benchmark. 
 
Please see attached DSM LCG Composite Summary 6/30/22. 
 

89. Insert a table or, alternatively, provide an attachment that supplies rolling 1, 3, 5, 10-year, and since 
inception performance, on an annualized basis as of most recent quarter end (specify) for the 
strategy and the appropriate benchmark  
 
Please see attached DSM LCG Composite Summary 6/30/22. 
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a. If SMA, is the composite’s track record GIPS compliant?   
 
Yes. 
 

b. Has the composite or mutual fund been audited by a public accounting firm?  
 
Yes. The composites are audited and verified annually by ACA Verification Services, 
LLC. 
 

c. Does the composite contain back tested or simulated returns?    
 
No. 
 

d. If SMA, which databases do you report performance to?   
 
DSM reports its performance to eVestment database, which in turn distributes it to 
several other consulting databases.  
 

Compliance/Governance/Management 

90. Please provide the name of the person who is responsible for compliance? Is this a dedicated full-
time function? If not, how much time does this person dedicate to compliance? 
 
There are two dedicated full-time attorneys in the Compliance team. Russell Katz is a Chief 
Compliance Officer and General Counsel, and Blair Burton is a Senior Counsel.  
 

91. Please state your firm’s ethics policy.  How do you ensure that employees follow this ethics policy?   
 
DSM has adopted a Code of Ethics describing its commitment to integrity and high ethical standards.  
The Code is based upon the principle that DSM and its employees owe a fiduciary duty to clients to 
conduct the affairs of employees, including their personal securities transactions, in such a manner as 
to avoid any actual or potential conflict of interests.  DSM’s Code contains provisions relating to the 
prohibition against trading on material, non-public information.  The Code also describes permissible 
personal securities transactions, permissible gifts and entertainment, and permissible outside 
business activities as well as protecting the confidentiality of client information.  All employees of 
DSM must acknowledge the terms of the Code annually and as amended.  Although it has never 
happened, any employee who willfully violates any provision, policy or procedure may be terminated. 
DSM conducts an annual training for all employees to ensure that they follow the policy. 
 

92. What are your execution costs and soft dollar arrangements? 
 
DSM has an obligation to seek to obtain “best execution” of a client’s securities transactions. In 
general, best execution is a process in which an adviser such as DSM seeks to execute a transaction 
in such a manner that a client’s total cost from each transaction is the most favorable under the 
circumstances. In determining what is most favorable, DSM considers the full range and quality of a 
broker-dealer’s services in placing a client’s order 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, DSM 
considers the quality and frequency of its analytical work, the breadth and depth of its coverage, the 
availability of its analysts for discussion with DSM, its industry conferences, and its ability to organize 
meetings with company management.  
 
Section 28(e) of the Securities Exchange Act of 1934, as amended, provides a “safe harbor” for an 
investment adviser such as DSM to pay for certain research and brokerage products and services 
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(“Research”) with commission dollars generated by client account transactions. DSM believes that its 
purchase of Research is within this safe harbor. 
 
When DSM is using such "soft dollars" to pay for Research, DSM will most likely pay a higher 
commission rate to a broker-dealer that provided Research than to another broker-dealer that did not 
provide Research. DSM may also trade with a broker-dealer who does not provide its own Research 
but pays third-parties who provide DSM with Research. 
 

93. Research is generally considered to be that which provides lawful (Section 28 (e)) and appropriate 
assistance to DSM in connection with the performance of its investment decision-making 
responsibilities. Examples of such Research include, but are not limited to, “sell-side” research, 
market data and economic research, trading volumes, company financial data and economic data 
(e.g., unemployment, GDP figures), company news, and expert consultants.  
 
When selecting broker-dealers that provide Research, DSM is obligated to determine in good faith 
that the commission paid to a broker-dealer is reasonable in relation to the value of the Research. To 
address these and potentially other conflicts, DSM prepares a soft dollar budget prior to each 
calendar year. This budget is reviewed and updated periodically to reflect, among other factors, 
changes in DSM's opinion of the quality and usefulness of the Research. In addition, all uses of soft 
dollars and the annual budget for soft dollars is approved by the Chief Compliance Officer. Lastly, 
DSM regularly evaluates the execution performance of the broker-dealers it uses to execute clients’ 
transactions. These efforts are designed to help address the conflict of interest associated with soft 
dollars. 
 

94. In the past year, have you had any serious violations of your personal securities trading policy, code 
of ethics, or Gifts and Entertainment policy?  What sanctions were imposed?   
 
There have been no such violations in the past year. 
 

95. Do principals or employees trade for their own accounts? Is this monitored or are records 
maintained? If so, by whom? 
 
The CCO, Russell Katz, will maintain a list of target companies and experts of public companies to 
help ensure appropriate trading therein.    
 
DSM’s compliance program is designed to monitor the firm’s investment activity and its employees’ 
personal trading activities.  Specifically, DSM requires pre-clearance of certain employee transactions 
as well as periodic reviews of employee accounts.  In connection with the use of experts, DSM’s 
compliance program will review transactions for, among other things, significant gains and avoidance 
of large losses, patterns of trades in advance of market moving news, and unusual trading methods 
and products.   
 
The CCO will also randomly sample employee interviews with experts on an ongoing basis. 
 

96. Please indicate the level of errors and omissions, professional liability, and fiduciary insurance 
coverage; include the name of the firm’s insurance carrier, dollar amount of coverage under the policy 
and extent of coverage. 
 

INSURANCE POLICY COVERAGE LIMITS EXP DATE INSURANCE 
CARRIER 

          

UMBRELLA Each Occurrence $5,000,000 5/26/2022 Hartford 

          

          
ERRORS & OMISSIONS 
DIRECTORS & OFFICERS 

Investment Advisor 
Professional Liability 

$5,000,000 4/7/2023 Travelers 
Insurance 
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FIDELITY & FORGERY Forgery or Alteration $3,000,000 9/16/2022 Travelers 
Insurance 

          

ERISA BOND Limit of Insurance $500,000 7/30/2022 Travelers 
Insurance 

          

FIDUCIARY/FIDELITY BOND Limit of Insurance:   7/30/2022   

  for any ERISA Plan other 
than as set forth below 

$500,000   C.N.A. Insurance 

  In the case of an ERISA Plan 
that holds employer 

$1,000,000     

  Securities       

          

CYBER LIABILITY Limits of Insurance $5,000,000 9/19/2022 Ironshore 

 

97. Discuss the firm’s business continuity and disaster recovery plans.  Have they been tested and, if so, 
when was the last test conducted? 
 
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.  
 
DSM’s SunGard disaster location site in Lake Mary closed in May 2022.  Therefore, DSM’s BCP is in 
the process of being updated.  However, in the meantime, DSM is utilizing its work from home 
policies and procedures as it successfully did throughout the COVID-19 pandemic.  In addition and as 
part of its work from home policies and procedures, DSM has a fully redundant trading system in its 
CT office which can be used in the event of an emergency.  Please note that as DSM is working to 
update its BCP to increased flexibility and options for recovery, a second disaster recover location 
outside of Florida for further redundancy may be explored.    
 

98. Are there any criminal, civil or administrative proceedings against the firm, its investment vehicles or 
any of its principals? Have there been any in the past? If yes, please explain. 
 
There have been no criminal, civil or administrative proceedings against the firm since inception. 
 

99. Is the firm registered with any regulatory agency, such as the SEC, CFTC, or any state agencies?   
 
DSM is an investment advisor registered with the Securities and Exchange Commission (“SEC”), 
Registration Number 801-60423. 
 

100. Has your firm or any of your employees ever been the subject of an investigation by the SEC, 
FINRA or any other government or regulatory office? If yes, please explain. If the SEC or any other 
regulatory office has ever fined the firm, please disclose the relevant details. 
 
No. 
 

101. Has your firm been examined by any regulatory agency in the past quarter?  Were there any 
issues identified from that exam? 
 
No. 
 

102. Describe any conflicts of interest your firm may have in the management of this account. 
 
There are no conflicts of interests in the management of this account. 
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103. What services are outsourced? 
 
DSM uses the following service providers:  
 

Service Provider Description of Services  
ACA Cybersecurity Cyber Consultant 
ACA Performance Verification Performance Verification 
Dechert LLP Worldwide Counsel 
Duff & Phelps Compliance Consultant 
Esentire Inc. Cyber Intrusion Monitoring 
INDATA Services Co., LLC Portfolio Mgt & Trading System 
MSCI ESG Monitor, Index Constituent Data 
 

 


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

