
SUB-FUND SUPPLEMENT 3 
Japan Quality Growth Fund 

DATED 24 June, 2020 

 

This Sub-Fund Supplement contains specific information in relation to the Japan Quality 

Growth Fund (the "Sub-Fund"), a sub-fund of the SuMi TRUST Investment Funds (the 

"Fund") an open-ended umbrella unit trust with segregated liability between its Sub-

Funds established as a UCITS pursuant to the provisions of the European Communities 

(Undertakings for Collective Investment in Transferable Securities) Regulations, 2011, as 

amended. This Sub-Fund Supplement forms part of and should be read in conjunction 

with the Prospectus dated 24 June, 2020 (the “Prospectus”) as may be amended from 

time to time and which is available from the Manager at Block 5, Harcourt Centre, 

Harcourt Road, Dublin 2, Ireland. 

 

As at the date of this Supplement, the Fund has three other sub-funds, the Japan Small Cap 

Fund, the Nordic High Income Bond Fund and the Japan Small Cap II Fund, details of which are 

set out in Supplement 1 dated 24 June, 2020, Supplement 2 dated 24 June, 2020 and 

Supplement 4 dated 24 June, 2020 to the Prospectus of the Fund. 

 

The Directors of the Manager, whose names appear under the heading “Management of the 

Fund” in the Prospectus, accept responsibility for the information contained in the Prospectus 

and this Sub-Fund Supplement. To the best of the knowledge and belief of the Directors of the 

Manager (who have taken all reasonable care to ensure that such is the case) such information 

is in accordance with the facts and does not omit anything likely to affect the import of such 

information. The Directors of the Manager accept responsibility accordingly. 

 

The Sub-Fund may invest substantially in deposits with credit institutions. However, 

Units of the Sub-Fund are not deposits or obligations of, or guaranteed or endorsed by, 

any bank and the amount invested in Units may fluctuate up and/or down. An investment 

in the Sub-Fund should not constitute a substantial proportion of an investment portfolio 

and may not be appropriate for all investors. 

 

Profile of a Typical Investor  

 

The Sub-Fund invests in equities on Recognised Exchanges in Japan and is suitable for high 

net worth individuals and institutional investors seeking capital growth over the long term with a 

high level of volatility. 

 

1. Interpretation 

 

The expressions below shall have the following meanings: 

 

“Benchmark” or “Benchmark Index” means the JPX-Nikkei Index 400 or the TOPIX 

(Tokyo Stock Price Index). The JPX-Nikkei Index 400 is composed of Japanese 



companies which meet the requirements of global investment standards, such as 

efficient use of capital and investor-focused management perspectives. The TOPIX 

(Tokyo Stock Price Index) is a capitalisation-weighted index and is a representative 

stock market index for the entire Japanese equity market.  

 

“Business Day” means every day which is a bank and stock exchange business day in 

Dublin, London and Japan and every day which the New York Stock Exchange is open 

for business in the US or such other day or days as the Manager may determine from 

time to time. 

 

A “Dealing Day” means each Business Day as defined in the Prospectus or such other 

day or days as may be determined by the Manager and notified to Unitholders in 

advance provided that there shall be at least two Dealing Days every month occurring 

at regular intervals. 

 

The “Dealing Deadline” means, in respect of subscriptions and redemptions, 1:00 pm 

Irish time one Business Day prior  to the Dealing Day or such other time as the 

Manager may determine and notify to Unitholders or otherwise provided always that the 

Dealing Deadline is no later than the Valuation Point. 

 

“EUR” means the European Union Euro currency. 

 

“FX Manager” means Davy Global Fund Management Limited who has been appointed 

by the Manager pursuant to an FX Management Agreement dated 27
th
 April 2018 as 

amended, to effect foreign exchange hedging transactions on behalf of the Sub-Fund. 

 

“GBP” means the British Sterling currency. 

 

The “Initial Offer Period” means as described in the section below entitled “6. Issue of 

Units”. 

 

The “Initial Price” means, in relation to JPY Units, ¥10,000 per Unit in relation to Class 

GBP Units and Class GBP Hedged Units, £100 per Unit, in relation to Class EUR Units 

and Class EUR Hedged Units, €100 per Unit and in relation to Class USD Units and 

Class USD Hedged Units, $100 per Unit. 

 

“Investment Manager” means Sumitomo Mitsui Trust Asset Management Co., Ltd. 

 

“JPY” means the Japanese Yen currency. 

 

“Settlement Date” means in respect of subscriptions, the Dealing Day plus 3 Business 

Days and in respect of redemptions, under normal circumstances the Dealing Day plus 

5 Business Days provided always that redemption proceeds in respect of Units will be 

paid on/within 10 Business Days from the Dealing Deadline. 



 

“USD” means the US Dollar currency. 

 

The “Valuation Point” means 4:00 pm (Irish time) on a Valuation Day. 

 

All other defined terms used in this Supplement shall have the same meaning as in the 

Prospectus. 

 

 

2. Base Currency 

 

The Base Currency of the Sub-Fund is JPY. 

 

3. Classes of Units  

   

 The Classes of Units shown below have been established in the Sub-Fund; 

 

Category of 

Units 

Class of Unit
1
 Annual Investment 

Management Fee
2
 

Annual 

Distribution 

Fee 

Minimum 

Initial 

Subscription
3
 

Class A JPY 0.60% 0.10% JPY 1,000,000 

GBP 0.60% 0.10% GBP 10,000 

EUR 0.60% 0.10% EUR 10,000 

USD 0.60% 0.10% USD 10,000 

GBP Hedged 0.60% 0.10% GBP 10,000 

EUR Hedged 0.60% 0.10% EUR 10,000 

USD Hedged 0.60% 0.10% USD 10,000 

Class C USD Hedged 0.60% 1.25% USD 10,000 

Retail Unit 

Class
4
 

JPY 1.00% 0.10% N/A 

EUR 1.00% 0.10% N/A 

USD 1.00% 0.10% N/A 

EUR Hedged 1.00% 0.10% N/A 

USD Hedged 1.00% 0.10% N/A 

RDR Unit 

Class
5
 

JPY 0.60% 0.00% N/A 

EUR 0.60% 0.00% N/A 

USD 0.60% 0.00% N/A 

EUR Hedged 0.60% 0.00% N/A 

USD Hedged 0.60% 0.00% N/A 

 
1
Each Class of Units will be denominated in the Currency noted under 'Class of Unit'.  

 
2
Please see the section below entitled “7. Fees and Expenses – The Investment 

Manager” for further information on the annual investment management fee. 



 
3
Currently, there is no Minimum Subsequent Subscription amount applicable to the 

Classes of Units, nor is there a Minimum Holding amount. 

 
4
The Retail Unit Class is intended for investors who are resident in countries which 

permit the payment of trailer fees and commissions. Any trailer fee and commission will 

be paid out of the annual fee of the Investment Manager. 

 
5
The Retail Distribution Review (“RDR”) Unit Class is intended for investors who are 

resident in countries which prohibit the payment of trailer fees and commissions and/or 

to investors with a separate fee arrangement with their financial intermediary. 

 

4. Investment Objective  

  

 The investment objective of the Sub-Fund is to provide investors with long term capital 

appreciation through investment in equity securities listed on the Recognised 

Exchanges in Japan. 

 

Investment Policy   

The investment objective will be achieved by investing primarily in a portfolio of equities 

or equity related securities which are listed or traded on Recognised Exchanges in 

Japan. The Sub-Fund may gain exposure to equities through investing directly in long 

only equities. The Sub-Funds’ investments will not be restricted to any industry or 

sector. 

 

When making investments, the Investment Manager uses a bottom-up approach to 

stock-picking and it attempts to identify appropriate investments. As part of the bottom-

up approach, the Investment Manager will build its portfolio around companies which 

are most attractive at any point in time  both in qualitative /business factors (such as 

talking to management; talking with a company’s competitors, vendors and distributors; 

analysing a company’s products or services in depth; determining the capability of the 

company’s management; determining the company’s competitive advantages) as well 

as financial factors (such as analysing income statements, balance sheets, cash flows 

and comparing current valuations with historical valuations). 

 

The equity securities in which the Sub-Fund may invest may also be new issues of 

equity securities offered by way of initial public offerings. The equity and / or equity 

related securities in which the Sub-Fund shall invest will include common stock, 

preferred stock and securities convertible into or exchangeable for such equity 

securities (convertible bonds). These convertible bonds may be government and/or 

corporate bonds, fixed and/or floating rate bonds and across all investment ratings.  

 



Although it is the intention of the Investment Manager to deploy its assets as detailed 

above, it may also retain up to 10% of Net Asset Value in cash and cash equivalents 

such as certificates of deposit, treasury bills and notes in the appropriate circumstances 

including but are not limited to the holding of cash on deposit pending reinvestment in 

order to meet redemptions and payment of expenses.  However, the above limit may be 

increased during periods where the Investment Manager believes that a larger cash 

position is warranted such as periods of economic uncertainty.  

 

The Sub-Fund may invest, subject to a maximum limit of 10% of the Sub-Fund’s assets 

in aggregate, in units or shares of other collective investment undertakings whose 

investment policy is consistent with the investment policy of the Sub-Fund. The Sub-

Fund will also follow the investment restrictions set out in Appendix I of the Prospectus.  

 

The investment objective of the Sub-Fund may not be altered and material changes in 

the investment policy of the Sub-Fund may not be made without the prior written 

approval of all Unitholders or without prior written approval on the basis of a majority of 

votes cast at a meeting of the Unitholders of the Sub-Fund duly convened and held.  

Any such changes may not be made without the approval of the Central Bank.  In the 

event of a change of the investment objective and / or a material change to the 

investment policy of the Sub-Fund, on the basis of a majority of votes cast at a general 

meeting, Unitholders in the Sub-Fund will be given reasonable notice of such change to 

enable them redeem their Units prior to implementation of such a change. 

 

The Sub-Fund is considered to be actively managed with reference to the Benchmark 

by virtue of the fact that it seeks to outperform the Benchmark. However the Benchmark 

is not used to define the portfolio composition of the Sub-Fund but solely for comparison 

and marketing purposes and the Sub-Fund may be wholly invested in securities which 

will not be constituents of the Benchmark. As a result, the use of the Reference 

Benchmark shall not fall within the scope of the Benchmarks Regulation.  

 

The Sub-Fund's investments are subject to the investment restrictions as set out in 

Appendix I of the Prospectus.  No assurance can be given that the Sub-Fund's 

investment objective will be achieved.  A list of the stock exchanges and markets in 

which the Sub-Fund is permitted to invest, in accordance with the requirements of the 

Central Bank, is contained in Appendix II of the Prospectus and should be read in 

conjunction with, and subject to, the Sub-Fund's investment objective and investment 

policy, as detailed above. The Central Bank does not issue a list of approved markets. 

 

FX Hedging 

 

The Manager or its delegate on behalf of the Sub-Fund will engage in foreign exchange 

hedging transactions in respect of the Hedged Classes of Units.  Only the currency 

exposure between the denominated currency of the respective Classes and JPY (the 

base currency of the Sub-Fund) will be hedged.   



 

Where the Manager or its delegate seeks to hedge against currency fluctuations at 

Class level, while not intended, this could result in over-hedged or under-hedged 

positions due to external factors outside the control of the Sub-Fund.  In any event such 

hedging will not exceed 105% of the Net Asset Value of the relevant Hedged Class of 

Units and under-hedged positions shall not fall short of 95% of the Net Asset Value of 

the relevant Hedged Class of Units.  Hedged positions will be reviewed daily  to ensure 

that over-hedged or under-hedged positions do not exceed/fall short of the permitted 

levels outlined above and are not carried forward from month to month.  This review will 

also incorporate a procedure to ensure that positions materially in excess of 100% will 

not be carried forward from month to month. 

 

Investors should be aware that this strategy may substantially limit Unitholders of these 

Units from benefiting if the designated currency of the Class falls against the base 

currency of the Sub-Fund.  In such circumstances, Unitholders of these Units may be 

exposed to fluctuations in the Net Asset Value per Unit reflecting the gains/losses on 

and the costs of the relevant financial instruments.  The gains/losses and the costs of 

the relevant financial instruments will accrue solely to the relevant Hedged Class of 

Units.  Any currency exposure of these Hedged Classes of Units relating to foreign 

exchange hedging transactions may not be combined with or offset against that of any 

other Class of Units.  The currency exposure of the assets attributable to these Hedged 

Classes of Units may not be allocated to other Classes of Units.  The annual and semi-

annual accounts of the Sub-Fund will indicate how transactions undertaken to provide 

protection against exchange rate risks have been utilised.  

 

To the extent that hedging is successful for a particular Class the performance of the 

Class is likely to move in line with the performance of the underlying assets with the 

result that investors in that Class will not gain if the Class currency falls against the 

Base Currency. 

 

Further information is set out in the Prospectus at the sections entitled “Class Hedging” 

and “Unit Currency Designation Risk”. 

 

Unhedged Currency Classes of Units 

 

In the case of Unhedged Unit Classes, a currency conversion will take place on 

subscriptions, redemptions, conversions and distributions at prevailing exchange rates. 

In such circumstances, the value of the Unit expressed in the Class currency will be 

subject to exchange rate risk in relation to the Base Currency and/or in relation to the 

designated currencies of the underlying assets 

 

Use of Derivatives  

 



FDI will not be used by the Sub-Fund for investment purposes. The Manager employs a 

risk management process which will enable it to accurately measure, monitor and 

manage the risks attached to derivatives and details of this process have been provided 

to the Central Bank.  The Manager of the Fund is responsible for the valuation of all 

FDI, for overseeing FDI transactions and for the operation of the risk management on 

behalf of the Fund, including the measurement of risk in the Fund’s portfolio at any 

given time.  Any types of derivative not included in the risk management process will not 

be used until such time as a revised risk management statement has been provided to 

and approved by the Central Bank. 

 

 (i)  Listed Equity Index Futures 

 

 The Manager or its delegate on behalf of the Sub-Fund will engage in listed equity index 

futures where the underlying asset will be equity indices published or provided by 

Recognised Exchanges in Japan.  Futures are contracts in standardised form between 

two parties, entered into on an exchange, whereby one party agrees to sell to the other 

party an asset at a price fixed at the date of the contract, but with delivery and payment 

to be made at a point in the future.  

 

The index futures traded will be part of the JPX-Nikkei Index 400 and/or TOPIX (Tokyo 

Stock Price Index).  Please refer to the definition of “Benchmark Index” for a description 

of each of the JPX-Nikkei Index 400 and the TOPIX (Tokyo Stock Price Index). 

 

The JPX-Nikkei Index 400 is rebalanced annually in August. Further information in 

relation to the Benchmark Index is available from the index administrator, Japan 

Exchange Group, at the following weblink: 

https://www.jpx.co.jp/english/markets/indices/topix/index.html  

 

The TOPIX (Tokyo Stock Price Index) is rebalanced by its index administrator when an 

event as defined by its index administrator occurs, such as a corporate action or a 

newly listed stock in Tokyo Stock Exchange ‘first section’. Further information in relation 

to the TOPIX (Tokyo Stock Price Index) is available from the index administrator, Japan 

Exchange Group, at the following weblink: 

https://www.jpx.co.jp/english/markets/indices/jpx-nikkei400/  

 

The costs incurred by the Fund, which are associated with gaining exposure to the 

Benchmark Index and the TOPIX (Tokyo Stock Price Index), will be impacted by the 

level of turnover of index constituents when the relevant index is rebalanced.
 

 

Where the weighting of a particular constituent in the Benchmark Index exceeds the 

investment restrictions set down in the UCITS Regulations, the Manager, the 

Investment Manager or their delegates on behalf of the Sub-Fund will as a priority 

objective look to remedy the situation taking into account the interests of Unitholders of 

the Sub-Fund. This process involves the Investment Manager monitoring the Sub-

https://protect-eu.mimecast.com/s/X8wfCrk45u88NDOhzAttp?domain=clicktime.symantec.com
https://www.jpx.co.jp/english/markets/indices/jpx-nikkei400/


Fund’s portfolio for compliance with UCITS investment restrictions, including the 

weighting of individual stocks in a portfolio. Once the Investment Manager detects any 

potential breach of the UCITS investment restrictions, they will instruct the portfolio 

managers of the Sub-Fund to take corrective measures to ensure that there is no 

breach of the UCITS investment restrictions. 

 

 (ii)  FX Forward Contracts  

 

 The Manager or its delegate on behalf of the Sub-Fund will engage in foreign exchange 

hedging transactions in respect of the Hedged Classes as specified under the heading 

of Classes of Units on page 3 above.  Forward contracts are similar to futures contracts 

but are not entered into on an exchange and are individually negotiated between the 

parties.  

 

 FX forward contracts will be entered into for currency hedging by buying the currency 

that denominates the relevant Unit Class forward against the currency of the Sub-Fund 

to seek to reduce foreign exchange risk of local currency of the Sub-Fund. 

 

 FX forward currency contracts will not be entered into for currency hedging in respect of 

the Class JPY, Class GBP, Class EUR and Class USD.  Unitholders of these Classes 

should recognise the exposure to foreign exchange risk of any local currency in which 

the Sub-Fund invests.  

 

 The maturity of FX forward contracts used by the Sub-Fund will not exceed 120 days.  

 

 Efficient Portfolio Management  

 

 The Sub-Fund may use the instruments described above for efficient portfolio 

management. In relation to efficient portfolio management operations, the Investment 

Manager will seek to ensure that the techniques and instruments entered into for the 

purposes of efficient portfolio management are economically appropriate in that they will 

be realised in a cost effective manner.  

 

 When there are large subscriptions on the fund the lump-sum cash flow has the effect 

of reducing the portfolio's exposure to equities since a larger proportion of the portfolio's 

assets are held in cash.  To maintain maximum market exposure while the Investment 

Manager selects the securities to invest in, the Investment Manager will take long 

positions in stock index futures contracts so the total contract value approximates the 

size of the cash flow.  As these purchases are made, the futures contracts will be 

liquidated.  

 

 Similarly, for a large planned withdrawal or a redemption request, a portfolio sale of 

securities causes an increase in cash holdings, which reduces the portfolio's equity 

exposure.  In such instances the Investment Manager may take long positions in futures 



contracts as securities are sold. The net effect is to maintain the portfolio's overall 

exposure to stocks while accumulating cash. When the cash is withdrawn, the futures 

contracts will be unwound such that the portfolio's operations have not been disrupted. 

 

 Any direct and indirect operational costs and/or fees which arise from efficient portfolio 

management techniques which may be deducted from the revenue delivered to the 

relevant Sub-Fund shall be at normal commercial rates and shall not include any hidden 

revenue.  

 

 Such direct or indirect costs and fees will be paid to the relevant counterparty, as 

disclosed in the Fund’s annual and semi-annual reports. All revenues generated 

through the use of efficient portfolio management techniques, net of direct and indirect 

operational costs and fees, will be returned to the relevant Sub-Fund. 

 

 The Sub-Fund will, upon request, provide supplementary information to Unitholders 

relating to the risk management methods employed, including the qualification limits 

that are applied and any recent developments in the risk and yield characteristics of the 

main interests of the Sub-Fund. 

 

 Global Exposure and Leverage 

 

 The Sub-Fund may use listed equity index futures and FX Forward Contracts. Any FDI 

used will include an embedded derivative which may provide leverage.  

 

 The Sub-Fund will use the commitment approach methodology to accurately measure, 

monitor and manage the “leverage” effect produced by the use of derivatives.  

 

 The Sub-Fund’s global exposure must not exceed its total net asset value. Global 

exposure is calculated taking into account the current value of the underlying assets, 

the counterparty risk, future market movements and the time available to liquidate the 

positions.  

 

 The commitment approach is calculated by converting the derivative position into the 

equivalent position in the underlying asset, based on the market value of the underlying 

asset or the market value of the contract. 

  

 The global exposure of the Sub-Fund through the use of FDI will not exceed 100% of 

the Net Asset Value of the Sub-Fund under the commitment approach. 

 

5. The Investment Manager 

 

  Sumitomo Mitsui Trust Asset Management Co., Ltd. 

 



 Sumitomo Mitsui Trust Asset Management Co., Ltd. is a Japanese fund manager which 

has operated in Japan since April 2012.  It is authorised and regulated in Japan in the 

conduct of its designated investment business in its current structure. Its financial 

institution registration details are ‘347 Kanto Local Finance Bureau of the Ministry of 

Finance’. The Investment Manager is a wholly owned subsidiary of Sumitomo Mitsui 

Trust Holdings, Inc. Sumitomo Mitsui Trust Holdings, Inc. is a Tokyo Stock Exchange 

First Section listed company (code: 8309).  

 

 The Investment Manager traces its origins back to 1986 with the establishment of 

Chushin Investment Management Co., Ltd., Sanshin Investment Management Co., Ltd. 

and Sumishin Capital Management Co., Ltd. all of which merged in April 2012 to form 

the Investment Manager. The Investment Manager’s corporate history before the 

establishment of Sumitomo Mitsui Trust Asset Management Co., Ltd. is chronologically 

described as follows. 

 

 

 

 As of 1
st
 October 2018, the asset management function of Sumitomo Mitsui Trust Bank, 

Limited was split and integrated into the Investment Manager based on the policy of 

Sumitomo Mitsui Trust Holdings, Inc. in order to efficiently and effectively strengthen its 

asset management business from the perspective of global competition by reorganising 

the asset management business arms under Sumitomo Mitsui Trust Holdings, Inc. 

 

 Consequently, the Investment Manager expanded the number of employees from 

approximately 300 to approximately 592 and the assets under management from JPY 

10 trillion (USD $91 billion) to approximately JPY 66 trillion (USD $613 billion) as at 31st 

March 2019.  Also, the business scope of the Investment Manager extended from the 

previous main focus of investment trust management business for Japanese individual 

investors to the wider scope including investment management business for institutional 

investors inside and outside of Japan upon the integration. 

 

Chushin Investment Management Co., Ltd.Jul 1986

Chuo Mitsui Asset Management Co., Ltd.Jul 1999

Merged

Sumishin Investment Management Co., Ltd.Oct 1990

Sumishin Asset Management Co., Ltd.Feb 1999

Sumitomo Mitsui Trust Asset Management Co., Ltd.Apr 2012

Sumishin Capital Management Co., Ltd.Nov 1986

Established

Established

Established

Changed Company Name

Merged

Sanshin Investment Management Co., Ltd.Sep 1986

May 2000 - Began management of Securities Investment Trusts Apr 1999 - Began management of Securities Investment Trusts

Changed Company Name



 Under the terms of the Investment Management Agreement, Sumitomo Mitsui Trust 

Asset Management Co., Ltd. is responsible, subject to the overall supervision and 

control of the Manager, for the day to day investment management of the portfolio 

attributable to each Sub-Fund for which it has been appointed as investment manager.  

The Investment Manager was approved by the Central Bank of Ireland to manage Irish 

authorised investment funds on 14
th
 June 2018. 

 

6. Issue of Units 

 

 The procedures to be followed in applying for Units and details of applicable 

subscription fees are set out in the Prospectus under the heading "Administration of the 

Fund-Application for Units".  Prospective Unitholders should note that standard 

subscription timelines for the issuing Net Asset Value and settlement timelines as set 

out under the heading “Application for Units”  do not apply at the time a class launches. 

  

 Initial Issue 

 

 All Classes of Units in the Sub-Fund that have not yet been issued will continue to be 

offered until 1 p.m. (Irish time) on 24 December, 2020 (the “Initial Offer Period”) at an 

Initial Price.  After closing of the Initial Offer Period and the issue of Units at the Initial 

Price, all Units will be issued at the Net Asset Value per Unit. 

 

 Class A JPY Units were issued in April 2015 at an initial offering price of ¥10,000 per 

Unit and are currently issued at the Net Asset Value per Unit.  

 

 Class C USD (Hedged) Units in the Sub-Fund were issued in July 2016 at an initial 

offering price of $100,000 per Unit and are currently issued at the Net Asset Value per 

Unit. 

 

 Class A EUR (Hedged) Units in the Sub-Fund were issued in February 2017 at an initial 

offering price of €10,000 per Unit and are currently issued at the Net Asset Value per 

Unit. 

 

 The Initial Offer Periods may be shortened or extended by the Manager.  The Central 

Bank will be notified in advance of any such shortening or extension if subscriptions for 

Units have been received and otherwise on an annual basis.  

 

 Subsequent Issues 

  

 Units will be first issued on the Business Day following the close of the Initial Offer 

Period. Thereafter, Units shall be issued at a price equal to the Net Asset Value per Unit 

on the relevant Dealing Day on which the Units are to be issued.  

 

 Minimum Initial Subscription and Minimum Holding  



 

 Details of the Minimum Initial Subscription and, Minimum Holding applicable to the 

Classes of Units are set out above in the table appearing under the heading “Classes of 

Units” above.  

 

 The Manager reserves the right to waive or reduce the Minimum Initial Subscription and 

Minimum Holding for certain investors.  

 

7. Fees and Expenses  

  

 General 

 

 The Sub-Fund shall bear: (i) its portion of the fees and expenses attributable to the 

establishment and organisation of the Fund as detailed in the section of the Prospectus 

entitled “Establishment Expenses” (ii) the fees and expenses relating to the 

establishment of the Sub-Fund in the amount of €26,380, 7 was amortised over the first 

five Accounting Periods of the Sub-Fund; (iii) its attributable portion of the ongoing fees 

and operating expenses of the Fund; and (iv) the following fees and expenses: 

  

 The Manager  

  

 In respect of management company services, fund administration services, registrar 

and transfer agent services, the Manager shall be entitled to be paid out of the assets of 

Sub-Fund the following fees; 

  

 The Manager is entitled to an annual flat fee of €40,000 plus VAT if any thereon per 

annum payable monthly in arrears. 

 

 In addition the Manager shall be entitled to be paid out of the assets of the Sub-Fund an 

annual fee, accrued on each Valuation Day and payable monthly in arrears plus VAT if 

any thereon at a rate of 0.12% per annum of the total NAV. This fee is subject to a 

minimum of €4,250 per month plus VAT if any thereon.  

 

 The Manager shall also be entitled to be paid an annual fee of €4,000 per annum plus 

any VAT thereon out of the assets of the Sub-Fund in respect of fund accounting 

services. 

 

 The Manager shall also be entitled to be paid an annual fee of up to €5,000 per annum 

plus any VAT thereon for the preparation of reporting for UK Reporting Fund status. 

 

 In addition, in respect of anti-money laundering and counter terrorist financing 

procedures, the Manager shall be entitled to a fee of €75 plus VAT if any thereon 

payable monthly in arrears, per new investor. 

 



 The Manager shall be entitled to be  paid a once off fee of €12,000 for establishment 

expenses associated with the Sub-Fund plus VAT if any thereon.  This fee has been 

included in the anticipated establishment expense of the Fund and Sub-Fund as 

indicated in the main body of the Prospectus under the sub-heading “Establishment 

Expenses”. 

 

 The Manager will be entitled to additional fees to cover additional work over and above 

what is set out above, plus VAT if any thereon, to be agreed between the Trustee, the 

Manager and the Promoter up to a maximum of €10,000 per annum out of the assets of 

the Sub-Fund plus VAT if any thereon. 

 

 The Manager shall be entitled to receive an annual fee out of the assets of the Sub-

Fund in respect of hedging services of up to 0.06% of the Net Asset Value of each 

Hedged Unit accrued on each Valuation Day and payable monthly in arrears, plus VAT 

if any thereon.  

 

 The Manager will also be entitled to discharge out of the assets of the Sub-Fund: (a) 

additional fees of any external tax agents in respect of tax reporting in respect of the 

Fund; and (b) the fees of the money laundering reporting officer (the “MLRO”) in respect 

of the Fund (currently €6,000 per annum plus VAT if any thereon payable quarterly in 

arrears subject to an annual review plus all reasonable out of pocket expenses, 

including but not limited to, travel, stationary and telephone expenses, incurred). This 

fee is split across all Sub-Funds within the Fund. 

  

 The FX Manager 

 

 The FX Manager shall be entitled to receive an annual fee out of the assets of the Sub-

Fund in respect of hedging services of up to 0.02% of the Net Asset Value of each 

Hedged Unit accrued on each Valuation Day and payable monthly in arrears, plus VAT 

if any thereon. 

 

 The Investment Manager  

 

 The Investment Manager shall be entitled to receive out of the assets of the Sub-Fund 

an annual investment management fee of 0.60% of the Net Asset Value of the Sub-

Fund attributable to the relevant Class A Units and Class C Units accrued on each 

Valuation Day and payable quarterly in arrears (at the end of March, June, September 

and December every year), plus VAT if any thereon.  The Investment Manager shall be 

entitled to receive out of the assets of the Sub-Fund an annual investment management 

fee of 1.00% of the Net Asset Value of the Sub-Fund attributable to the relevant Retail 

Class Units and 0.60% of the Net Asset Value of the Sub-Fund attributable to the 

relevant RDR Class Units, accrued on each Valuation Day and payable quarterly in 

arrears (at the end of March, June, September and December every year), plus VAT if 

any thereon.  



 

 The Investment Manager shall also be entitled to be repaid for any out-of-pocket 

expenses out of the assets of the Sub-Fund. 

 

 The Trustee 

 

 The Trustee shall be entitled to receive out of the assets of the Sub-Fund an annual fee, 

accrued on each Valuation Day and payable monthly in arrears, not exceeding 0.03% 

per annum, plus VAT thereon, of the Net Asset Value of the Sub-Fund, subject to a 

minimum fee of €2,100 per month, plus VAT if any thereon.  

 

 The Trustee shall also be entitled to be repaid out of the assets of the Sub-Fund all of 

its Disbursements. The Trustee shall pay out of the assets of the Sub-Fund, the fees of 

any sub-custodian (which will be at normal commercial rates) appointed by it, plus VAT 

if any thereon. 

 

 The Trustee will be entitled to additional fees to cover additional work, over and above 

what is set out above, to be agreed between the Trustee, the Manager and the 

Promoter up to a maximum of Euro 10,000 per annum, plus VAT if any thereon. 

 

 In addition, all reasonable out of pocket expenses will be payable by the Sub Fund 

including but not limited to banking maintenance fees and interbank transfer fees, sub-

custodian charges and telephone, letter, courier, facsimile and printing costs and 

expenses. 

 

 The Manager and Trustee will be entitled to additional fees to be agreed between the 

parties in circumstances including, but not limited to the following: additional work 

required, amendments to the Prospectus or the Trust Deed; changes of other service 

providers to the Fund; changes to the infrastructure of other service providers to the 

Fund which necessitate changes to the infrastructure of the Manager/Trustee; changes 

to the structure of the Fund which necessitate changes to documents or the operations 

of the Manager or termination of the Fund. 

 

 The Distributors 

  

 Distributors Fees 

 

 Each of the Distributors shall be entitled to receive out of the assets of the Sub-Fund an 

annual fee, accrued on each Valuation Day and payable quarterly in arrears as a 

percentage of the Net Asset Value of the Fund or attributable to a Class at the following 

rates: 

 

Class A JPY Units      0.10% 

Class A USD Units     0.10% 



Class A GBP Units     0.10% 

Class A EUR Units     0.10% 

Class A USD (Hedged) Units  0.10% 

Class A GBP (Hedged) Units  0.10% 

Class A EUR (Hedged) Units  0.10% 

Class C USD (Hedged) Units 1.25% 

Retail JPY Units 0.10% 

Retail EUR Units 0.10% 

Retail USD Units 0.10% 

Retail EUR (Hedged) Units 0.10% 

Retail USD (Hedged) Units 0.10% 

RDR JPY Units 0.00% 

RDR EUR Units  0.00% 

RDR USD Units   0.00% 

RDR EUR (Hedged) Units 0.00% 

RDR USD (Hedged) Units 0.00% 

 

The Distributors shall be entitled to be reimbursed by the Sub-Fund for reasonable out 

of pocket expenses incurred by it and any VAT on fees and expenses payable to or by 

it.  

 

The Distributors are appointed by the Manager to promote and market the relevant 

Units of each sub-fund and will not hold any cash on behalf of the Fund or investors into 

the Fund. The distributors shall not handle subscription or redemption requests. 

 

Redemption Fee 

 

None. 

 

Switching Fee 

 

It is not the current intention of the Manager or the Distributor to impose any switching 

fee in respect of any of the Units Classes of the Sub-Fund. Unitholders will be notified of 

any change. 

 

Hedging Risk Management Fee 

 

Duff & Phelps shall be entitled to be paid out of the assets of the Sub-Fund in respect of 

hedging risk management services, a fee of 0.02% per annum of the Net Asset Value of 

each Hedged Class of Units as at each Valuation Day plus any VAT thereon, calculated 

and accrued as at each Valuation Day and payable monthly in arrears.  

 

This fee is subject to limits which apply to the total fee paid in aggregate for hedging risk 

management services by all Sub-Funds of the Fund as follow: a minimum fee of EUR 



€11,000 per annum and a maximum fee of EUR €20,000 per annum; in each case plus 

any VAT thereon.  The minimum fee and the maximum fee apply at the level of the 

Fund.  These minimum or maximum fees shall be borne by each relevant Hedged Class 

of Units of the Sub-Funds in proportion to the Net Asset Value of each relevant Hedged 

Class of Units. 

 

For further information, please see the sub-heading “Hedging Risk Management 

Services Agreement” in the section entitled “Material Contracts” below. 

 

 

8. Distribution Policy 

 

 It is not the current intention of the Manager that distributions will be made in respect of 

any Unit.  

 

9. Additional Risk Factors 

 

 The attention of investors is drawn to the "Risk Factors" section in the Prospectus. 

 

 Japanese Permanent Establishment Risk 

 

 The Japanese tax advisor to the Fund has advised that, under Japanese tax law, an 

offshore investor may have a permanent establishment in Japan in a number of 

circumstances, including if it has: (i) a fixed place of business in Japan through which it 

conducts business; or (ii) an agent in Japan who has, and habitually exercises, authority 

to conclude contracts in Japan on behalf of the non-resident, or where the agent 

exclusively performs for the non-resident a significant part of the activities that lead to 

the conclusion of contracts. If an offshore investor has a permanent establishment in 

Japan, then it would be subject to Japanese tax at rates of approximately 41% to 42% 

for corporations (depending on the capital of the corporate entity) and at marginal rates 

ranging from 15% to 50% for individuals. 

 

 The permanent establishment determination is a facts and circumstances one. 

However, the Manager and the Investment Management intend to operate in a manner 

to avoid the Fund having a permanent establishment in Japan. 

 

 Japanese Equity Risk 

 

 Unitholders in the Sub-Fund must recognise that, due to the inherent characteristics of 

equity markets, the value of their investment can go down as well as up, and that they 

may not receive back the monies originally invested. 

 

 The Sub-Fund intends to invest primarily in Japanese markets and, therefore, there is a 

risk to investors by reason that the Sub-Fund is exposed to one particular economy. 



 

 Potential Conflict of Interests 

 

 SMT Fund Services (Ireland) Limited and its affiliates provide foreign exchange trading 

services as part of Sumitomo Mitsui Trust Bank Global Market business. The Fund, its 

FX Manager or its third party fiduciary investment managers may select Sumitomo 

Mitsui Trust Bank, Limited (“SMTB”) as a dealer to effect foreign exchange transactions. 

As compensation for such trading services, SMTB may charge the Fund a commission, 

revenue share, spread, mark-up, mark-down, interest, out-of-pocket expenses, fee, or 

similar amount. Out-of-pocket expenses include, but are not limited to, any expenses in 

connection with the foreign exchange trading services. SMT Fund Services (Ireland) 

Limited is not obliged to disclose the amount of any such compensation to the Fund. 

The Fund or its third party investment managers shall be responsible for determining 

the appropriateness of the selection of SMTB as a counterparty, the foreign exchange 

service selected or the rates or fees charged to the Fund. Whether or not SMT Fund 

Services (Ireland) Limited charges, a separate transaction processing fee for settling 

foreign exchange transactions executed by the Fund, its FX Manager or its investments 

managers with SMTB, SMTB does seek to earn a profit in connection with such foreign 

trades which may include a mark-up or mark down from prevailing intra-bank rates at 

the time the order is placed or the transaction effected. SMT Fund Services (Ireland) 

Limited is wholly owned by SMTB. 

 

10. Transfer Restrictions  

 

 Units in the Sub-Fund have not been and will not be registered under the Financial 

Instruments and Exchange Law of Japan or with any securities regulatory authority in 

Japan.  Units may not be offered or sold, directly or indirectly in Japan or to or for the 

benefit of any resident of Japan, except as permitted by applicable Japanese law. 

 

11. Material Contracts 

 

The Investment Management Agreement  

 

The Investment Management Agreement dated  27
th
 March 2013 between the Manager 

and Sumitomo Mitsui Trust Bank, Limited (the “Former Investment Manager”), as 

amended by side letters to the Investment Management Agreement dated 27
th
 May 

2015 and 20
th
 April 2018 and as further amended by the Novation and Amendment 

Agreement to the Investment Management Agreement between the Manager, the 

Former Investment Manager and the Investment Manager, dated 1
st
 October 2018 (the 

“Investment Management Agreement”) provides for the appointment of the 

Investment Manager to provide discretionary investment management to the Fund or 

any of its Sub-Funds.  The appointment of the Investment Manager may be terminated 

by either party after expiration of an initial term of three years, or upon not less than 

three months’ written notice and it may be terminated by either party at any time in 



certain other circumstances.  The Agreement provides that in the absence of 

negligence, fraud, bad faith or wilful default on the part of the Investment Manager, the 

Investment Manager shall not be liable to the Fund or the Unitholder of the Sub-Fund 

for any loss suffered as a result of any act or omission in the course of, or connected 

with, rendering services thereunder and shall not be liable in any circumstances for 

indirect, special or consequential loss or damage.  The Agreement further provides that 

the Manager as agent of the Trustee shall hold harmless and indemnify out of the Sub-

Fund’s assets the Investment Manager, its employees, delegates and agents  from and 

against all actions, proceedings, claims, damages, costs demands and expenses 

including, without limitation, legal and professional expenses on a full indemnity basis 

(“Loss”) which may be brought against, suffered or incurred by the Investment Manager, 

its employees, delegates or agents in the performance of its duties under the 

Agreement other than due to the negligence, fraud, bad faith or wilful default of the 

Investment Manager, its employees, delegates or agents in the performance of its 

obligations. 

 

 The Distribution Agreements   

 

 The agreements detailed below provide for the appointment of a number of Distributors 

namely Sumitomo Mitsui Trust International Limited, Sumitomo Mitsui Trust (Hong 

Kong) Limited and Sumitomo Mitsui Trust Asset Management Co. Ltd.  to provide 

distribution services to the Sub-Fund.  

 

 The Distribution Agreements may be terminated by either party on 90 days written 

notice or forthwith by notice in writing in certain circumstances such as the insolvency of 

either party or unremedied breach after notice. Each Distributor has the power to 

delegate its duties. The Distribution Agreements provide that the Manager
 
shall hold 

harmless and indemnify the Distributors out of the assets of the relevant Sub-Fund 

against all actions, proceedings, claims, damages, costs, demands and expenses 

including, without limitation, legal and professional expenses on a full indemnity basis 

which may be brought against, suffered or incurred by the Distributors in the 

performance of its duties under the Distribution Agreements other than due to the 

negligence, fraud, bad faith or wilful default of the Distributors, their employees or 

agents in the performance of its obligations thereunder. 

   

1. Pursuant to a Distribution Agreement dated 27
th
 March 2013 Sumitomo Mitsui 

Trust International Limited was appointed by the Manager as a non-exclusive 

distributor of Units in the Fund. Sumitomo Mitsui Trust International, Limited, is 

the London based wholly owned subsidiary of Sumitomo Mitsui Trust Asset 

Management Co., Ltd., representing Sumitomo Mitsui Trust Asset 

Management’s products and services outside Japan primarily in Europe and the 

Middle East. Sumitomo Mitsui Trust International Limited are a British specialist 

fund manager which has operated in the United Kingdom in its current form 

since a merger involving its parent company in April 2012, prior to which it had 



a long established history.  Sumitomo Mitsui Trust International Limited is 

authorised and regulated in the United Kingdom by the Financial Conduct 

Authority in the conduct of its designated investment business and was 

incorporated as a limited company under the laws of the United Kingdom on 2
nd

 

April 2012 with registered number 02007985. The Distributor will primarily offer 

marketing advice and services to the Manager and is authorised by the 

Financial Conduct Authority to market the shares of regulated and unregulated 

collective investment schemes.  The Manager may at its discretion appoint 

additional entities to act as distributors of Units in the Fund. Any such additional 

Distributor will be detailed in the relevant Supplement or relevant Country 

Supplement. Sumitomo Mitsui Trust International Limited may delegate some or 

all of its duties as distributor to sub-distributors in accordance with the 

requirements of the Financial Conduct Authority and the Central Bank. 

Sumitomo Mitsui Trust International may distribute the Units through an 

international network of financial advisers, intermediaries, wholesale platforms, 

private banks, superannuation funds, corporate and institutional investment 

consultants.  

 

2. Pursuant to a Distribution Agreement dated 27
th
 March 2013 Sumitomo Mitsui 

Trust (Hong Kong) Limited has been appointed by the Manager as non-

exclusive distributor of Units in the Fund pursuant to the Distribution 

Agreement. Sumitomo Mitsui Trust (Hong Kong) Limited was incorporated in 

the Hong Kong Special Administrative Region of the People’s Republic of China 

on 4
th
 July 1978. It has been licensed as a deposit-taking company and was 

regulated by the Hong Kong Monetary Authority as an authorised institution. It 

subsequently became a registered institution authorised to engage in a range of 

activities, including dealing in securities, advising on securities and asset 

management on 16
th
 October 2003 in accordance with the Securities and 

Futures Ordinance of Hong Kong. In Japan, it has been registered with the 

Kanto Local Finance Bureau since 31
st
 May 1995 to engage in investment 

advisory activities. Effective on 7
th
 January 2014, it has become a licensed 

corporation which is regulated by the Hong Kong Securities and Futures 

Commission to carry on types 1, 4 and 9 regulated activity (dealing in securities, 

advising on securities and asset management respectively), with CE number 

AAO147. As at end of October 2019, it had approximately USD18,384 million in 

assets under management. Sumitomo Mitsui Trust (Hong Kong) Limited will 

primarily offer marketing advice and services to the Manager and is authorised 

by the Securities and Futures Commission in Hong Kong Special Administrative 

Region of the People’s Republic of China to market the shares of regulated and 

unregulated collective investment schemes.  The Manager may at its discretion 

appoint additional entities to act as distributors of Units in the Fund. Any such 

additional Distributor will be detailed in the relevant Supplement or relevant 

Country Supplement. Sumitomo Mitsui Trust (Hong Kong) Limited may delegate 

some or all of its duties as distributor to sub-distributors in accordance with the 



requirements of the Central Bank. Sumitomo Mitsui Trust (Hong Kong) Limited 

may distribute the Units through an international network of financial advisers, 

intermediaries, wholesale platforms, private banks, superannuation funds, 

corporate and institutional investment consultants. 

 

The UK Facilities Agreement 

 

Pursuant to a UK Facilities Agreement dated 27
th
 March 2013 the Manager has 

appointed Sumitomo Mitsui Trust International Limited as its facilities agent (“Facilities 

Agent”) to maintain the facilities required of a recognised scheme pursuant to the rules 

contained in the Collective Investment Schemes Sourcebook published by the Financial 

Conduct Authority as part of the Financial Conduct Authority’s Handbook of Rules and 

Guidance governing recognised schemes. The UK Facilities Agreement provides that 

the Manager shall indemnify and hold harmless the UK Facilities Agent out of the 

assets of the Fund against all claims by third parties and any and all losses, liabilities, 

actions, proceedings, claims, costs, demands, damages and expenses (including legal 

fees) which may be made against the UK Facilities Agent as a consequence of the 

performance of  its duties under this Agreement except to the extent that the claim is 

due to the negligence, wilful default, wilful misconduct, fraud, or reckless disregard of or 

by the UK Facilities Agent or to a breach of any terms of this Agreement by the UK 

Facilities Agent. 

 

The Foreign Exchange Management Agreement 

 

Pursuant to a Foreign Exchange Management Agreement dated 27
th
 April 2018 as 

amended, the Manager appointed the FX Manager to effect foreign exchange 

transactions on behalf of the Sub-Fund and for the account of the Sub-Fund with FX 

Counterparties in respect of the Hedged Units as specified under the heading of 

Classes of Units on page 3 above or as directed by the Manager from time to time and 

on the service standards agreed from time to time between the Manager and the FX 

Manager.  The Foreign Exchange Management Agreement provides that the Manager 

shall indemnify the FX Manager out of the assets of the Sub-Fund and hold it harmless 

from and against any actions, costs, claims, damages, expenses or demands to which it 

may be placed in the proper performance of its powers and duties under the 

Agreement, save in respect of any action, cost, claim, damage, expense or demand 

which results from any act or omission occasioned by the fraud, bad faith, negligence, 

wilful default or recklessness of the FX Manager. 

 

Hedging Risk Management Services Agreement 

To assist the Manager in its role of risk management, the Manager has appointed Duff 

& Phelps to provide certain risk management and risk reporting services in operating 

the permanent risk management function. This assistance relates to the monitoring of 



the effectiveness of hedging of the Hedged Classes of Units.  According to the 

frequency of the net asset value calculation, Duff & Phelps will receive the details of the 

hedging, the subscription and redemption details and the valuations of each Class of 

Units. Based on this information, Duff & Phelps will generate a risk report containing 

various risk indicators.  This reporting will be used to assist the Manager in ensuring 

compliance with the risk management process. 

 

 

24 June, 2020 


