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Remuneration Policy Statement 

Introduction 

 

Regulatory Context: 

The Remuneration Policy Statement Sumitomo Mitsui DS Asset Management (UK) Limited. 
(“SMDAM (UK)”, “the Firm”) is set out below as required by the Financial Conduct Authority 
(“FCA”) Handbook under the Senior Management Arrangements, Systems and Controls 
(SYSC) sourcebook (SYSC 19G).   
 
It is the Board’s responsibility to establish, implement and maintain remuneration policies and 
practices. Remuneration policies and practices (including performance assessment processes 
and decisions) must be clear and documented. This includes gender neutral policy 
documentation. 

All key control functions should be involved in the development and review of remuneration 
policies.  

This policy must be reviewed at least on an annual basis. The review must be an independent 
internal review of the implementation of the remuneration policies and practices and whether it 
complies with the remuneration policy and practices adopted by the Board.  SMDAM (UK) may 
outsource part or all of the independent review. The Board in its supervisory function remains 
responsible for ensuring the review is carried out and any necessary follow up actions are taken. 

The Board should ensure that the review is documented appropriately including the results of 
the review and the actions taken to remedy any findings. 

SMDAM (UK) may be asked to provide the FCA with evidence of how well the firm’s 
remuneration policies meet the MIFIDPRU Remuneration Code (‘the Code’), together with 
plans for improvement where there is a shortfall. Such questions will be addressed to the firm’s 
governing body. 

The proportionality principle (as expressed in SYSC 19G.1.26R) requires firms to comply with 
the Code’s requirements ‘in a way and to the extent that is appropriate to its size, internal 
organisation and the nature, the scope and the complexity of its activities’. 

SMDAM (UK) must ensure that its remuneration policies and practices are consistent with, and 
promote sound and effective, risk management and be in line with its business strategy, 
objectives and long-term interests. Consideration should be made of SMDAM (UK)’s: 

(1) risk appetite and strategy, including environmental, social and governance risk factors; 

(2) the firm’s culture and values; and 

(3) the long-term effects of the investment decisions taken.  
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Background: 

SMDAM (UK) is required by the Financial Conduct Authority under SYSC 19G to disclose 
information relating to its remuneration policy. This disclosure statement aims to ensure that its 
remuneration policies, practices and procedures are clear and well documented.  

SMDAM (UK) provides discretionary investment services of equity products mainly to 
institutional investors in Europe and the Middle East. SMDAM (UK) is categorised as a non-
SNI MIFIDPRU firm. 

SMDAM (UK) is authorised and regulated by the Financial Conduct Authority in the UK and is 
a wholly owned subsidiary of Sumitomo Mitsui DS Asset Management Company, Limited in 
Tokyo, Japan (“SMDAM”). Daiwa Securities Group Inc. owns 23.5% and Sumitomo Mitsui 
Financial Group Inc owns 50.1%.and are the two major shareholders of the parent company.  

Should you require further information on the firm’s approach to the Code please contact Junya 
Okada, Compliance Officer on: <ukcompliance@smd-am.co.jp>. 
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Remuneration Committee 

SMDAM (UK) does not have a remuneration committee.  The remuneration policy process is 
prepared by the Compliance Manager and is overseen by the Managing Director, with the 
Board taking overall responsibility for this process. A review is undertaken on an annual basis 
to take into account any changes to policies, practises or procedures and any changes are 
approved by the firm’s governing body. 
 

Reward Schemes: 
 
Bonus Schemes: 
Bonuses are determined solely at the discretion of senior management (unless other 
contractual arrangements exist) and may be used to reward and encourage good financial 
performance, as well as non-financial performance. Bonuses may be reduced or withheld 
completely if there has been any breach of regulatory requirements. The bonus may also be 
reduced to zero where there is poor performance, or where the employee is subject to a 
disciplinary warning, for example. The range of criteria chosen to determine discretionary 
bonuses may vary from year to year and from one business area to another. The amount of 
bonus available to be paid will be influenced by a number of factors including the Firm’s 
profitability and strategic objectives, which may change from time to time.  
 
Employees will be eligible to be considered for a bonus provided that they have worked for the 
Firm during the year to which the bonus relates, and that they remain employed by the Firm on 
the date bonus is paid, and have not given or received notice on or by that date. As a general 
principle, individual bonuses are not directly or formulaically linked to individual revenue 
generation.  
 
Executive Incentive Schemes: 
The Firm does not engage in any executive incentive schemes.  Non-executive directors must 
not be paid variable remuneration. 
 

Control Function Staff: 

Control functions staff –compliance staff, HR staff, and risk staff must be independent from the 
business units they oversee. 

They must have appropriate levels of authority; and be remunerated in accordance with the 
achievement of the objectives linked to their functions, independent of the performance of the 
business areas they control.  

The remuneration of senior officers in risk management and compliance, including the 
Compliance Officer must be overseen by the Board. 

 
SMDAM (UK’s) performance is run from 1 April to 31 March and for the purpose of the policy 
has a total of 8 control function staff.  
 
Staff identified as “Control Staff” will be subject to remuneration practices as detailed in this 
policy statement.  
 
 
Fixed and Variable Remuneration: 
 
SMDAM (UK) must ensure that its remuneration policy makes a clear distinction between 
criteria for setting fixed and variable remuneration. All remuneration paid to a staff member 
must be clearly categorised as either fixed or variable remuneration. 
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Fixed Remuneration 
 
Fixed remuneration should primarily reflect a staff member’s professional experience and 
organisational responsibility as set out in the staff member’s job description and terms of 
employment; and should be permanent, pre-determined, non-discretionary, non-revocable and 
not dependent on performance. 
 
Variable Remuneration 
 
Variable remuneration should be based on performance or, in exceptional cases, other 
conditions. 
 
Where based on performance, it should reflect the long-term performance of the staff member 
as well as performance in excess of the staff member’s job description and terms of 
employment. 
 
Balance of Fixed and Variable Remuneration 
 
SMDAM (UK) must ensure that the fixed and variable components of the total remuneration are 
appropriately balanced.  
 
The fixed component must represent a sufficiently high proportion of the total remuneration to 
enable the operation of a fully flexible policy on variable remuneration, including the possibility 
of paying no variable remuneration component. 
 
SMDAM (UK) must set an appropriate ratio between the variable component and the fixed 
component of the total remuneration in their remuneration policies. SMDAM (UK) may set 
different ratios for different categories of staff. The ratios may be changed annually. The 
ratio is set out in Appendix 1. Appendix 1 also contains the required disclosures set out in 
MIFIDPRU 8.6. 
 
 
Material Risk Takers Remuneration Requirements: 
 
Material risk takers are those persons whose professional activities have a material impact on 
the risk profile of the firm or the assets it manages. 
 
A review should be carried out annually to assess staff who meet the category of ‘material risk 
taker’. 
 
Criteria for Material Risk Taker 
 
A material risk taker is a staff member who: 
 

 is a member of the management body including its supervisory functions; 
 is an executive member of management; 
 has managerial responsibility for managing investments (and includes head of 

investment research);  
 is a manager of control function activities including for the prevention of money 

laundering and terrorist financing; 
 is responsible for managing a material risk 
 is responsible for managing information technology, information security or outsourcing 

arrangements of critical or important functions as referred to in article 30(1) of the MiFID 
Org Regulation; 

 has authority to take decisions approving or vetoing the introduction of new 
products. 
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Remuneration Principles 

Risk management and risk tolerance 
 
The Firm undertakes to reward all employees fairly, regardless of job function, race, religion, 
colour, national origin, sex, sexual orientation, marital status, pregnancy, disability or age. It is 
the policy of the Firm to operate competitive remuneration policies so as to attract, retain and 
motivate an appropriate workforce for the Firm. The Firm is also committed to ensuring that its 
reward practices support sound risk management and does not encourage risk taking that 
exceeds the level of tolerated risk of the Firm.  
 
 
Supporting business strategy, objectives, values and long-term interests 
 
Rewards for all staff will be aligned to both performance and risk profile and in all cases will be 
in line with the business strategy, objectives, values and long-term interests of the Firm. The 
Firm will not allow any unfair or unjust practices that impact on pay.  
 
 
Avoiding conflicts of interest 
 
The Firm will not allow any unfair or unjust practices that impact on pay. 
 
 
Governance 

SMDAM (UK) does not have an established Remuneration Committee within the UK. The 
Firm’s annual assessment of all staff requires a measurement against a range of mainly non-
financial key skills (commitment, quality, technical competence, teamwork etc.) together with 
specific reference to integrity, and goals and objectives set by line managers. The Firm is 
committed to ensuring that its reward practices support sound risk management and does not 
encourage risk taking that exceeds the level of tolerated risk of the Firm. Remuneration is 
ultimately approved by the parent company/sole shareholder, SMDAM, based in Tokyo.  The 
governing body has the ability to apply discretion to adjust the bonus pool and individual 
payments where discretion has been exercised within the last three years. 

 

 
Control functions 
 
The reward arrangements for employees in these areas will be determined by the Managing 
Director, with the Board taking overall responsibility for approval. The Firm does not engage in 
a generic calculation for the purpose of awarding bonuses to Control Function Staff.   

All proposals for bonus and salary increases are submitted to the Managing Director in the first 
instance. The Managing Director analyses the proposals to ensure adherence to any guidelines 
issued, and that consistency and fairness are applied. Meetings are held with the submitting 
Division Heads and the contents of the proposals are challenged where necessary. The final 
proposals are subsequently consolidated by the Managing Director for submission to the Board. 
The Board request a report from the Managing Director in advance of bonus considerations, to 
highlight any issues pertinent to decisions concerning remuneration, including any changes to 
the Firm’s risk profile.  The report includes concerns that are relevant to the functioning of the 
remuneration process and treatment of bonuses if any.  
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Remuneration and capital 

An annual review of variable remuneration aggregate totals will be undertaken in order to 
ensure that the Firm is not prevented from strengthening its capital base should it wish to. 

\Exceptional government intervention 

SMDAM (UK) is not a recipient of any benefits of government intervention. 

 

Profit-based measurement and risk adjustment  

The Firm does not operate a bonus pool system. The Firm operates a budget base system 
calculated on the previous/past year actual earning/profits. Prior to distribution the budget is 
subject to review by the Board following input from the Managing Director, to determine whether 
any degree of risk adjustment is necessary, and whether the methods used to calculate the 
budget have been correctly applied. Any budget for variable remuneration takes into account 
current and future risks and the cost of the capital and liquidity required in accordance with 
MIFIDPRU.  Any variable remuneration, including a deferred portion, may only be paid or vest 
if it is sustainable according to the financial situation of the firm as a whole, and justified on the 
basis of the performance of the firm, the business unit and the individual concerned. 

Pension policy 

SMDAM (UK) does not have a policy for discretionary pension benefits. 
 
Personal investment strategies 

Employees remuneration is allocated on a subjective basis and thus employees personal 
hedging strategies based on this principle would not apply and thus there is not a necessity to 
implement any compensation arrangement with a third party for the purpose of possible 
downward adjustment implementation by the Firm.  
 
 
Avoidance of the Remuneration Code 

The Firm undertakes that it will not award remuneration using vehicles or methods the sole aim 
of which is to attempt to avoid application of the FCA’s MIFIDPRU Remuneration Code. 

 
Remuneration Structures 

The Firm’s annual assessment of all staff requires a measurement against a range of mainly 
non-financial key skills (commitment, quality, technical competence, teamwork etc.) together 
with specific reference to integrity, and goals and objectives set by line managers. In addition, 
the assessment reinforces the need for adherence to the Firm’s risk management policies and 
regulatory requirements. Failure to perform in non-financial areas overrides the assessment of 
financial performance in determining an overall view.  The annual assessment is used to 
support bonus proposals.    

 
Assessment of Performance 

SMDAM (UK) must ensure that where variable remuneration is performance-related the total 
amount of the variable remuneration is based on a combination of the assessment of the 
performance of: 

(a) the individual; 

(b) the business unit concerned; and 

(c) the overall results of the firm. 

The assessment of performance should be part of a multi-year framework that ensures: 
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(a) the assessment of performance is based on longer-term performance; and 

(b) the payment of performance-based remuneration is spread over a period that takes account 
of the business cycle of the firm and its business risks. 

Financial and non-financial criteria must be used in assessing variable remuneration. 

Non-financial criteria under should form a significant part of the performance assessment 
process and override financial criteria, where appropriate; 

SMDAM (UK) includes metrics on conduct, which make up a substantial portion of the non-
financial criteria.   

The non-financial criteria include how far the staff member adheres to effective risk 
management and complies with relevant regulatory requirements. 

 
Guaranteed Variable Remuneration 
 

Any guaranteed variable remuneration, retention awards, severance pay and buy-out awards 
are subject to malus and clawback rules set out in SYSC 19G. 

SMDAM (UK) does not award, pay or provide guaranteed variable remuneration to a material 
risk taker unless it occurs in the context of hiring a new material risk taker; is limited to the first 
year of service; and the firm has a strong capital base. 

 
Retention Awards 

Retention awards are only paid to material risk takes after a defined event or at a specified 
point in time.   

SMDAM (UK) set out in its remuneration policy whether severance payments may be paid, and 
any maximum amount or criteria for determining the amount. 

 

Buy-out Awards 

SMDAM (UK) ensures that remuneration packages relating to compensation for, or buy out 
from, a material risk taker’s contracts in previous employment align with the long term interests 
of the firm. They must contain provisions on periods of retention, deferral, vesting and ex post 
risk adjustment that are no shorter than any corresponding periods that applied to unvested 
variable remuneration under the previous contract of employment, and which remained 
outstanding. The firm does not engage in a buying out deferred bonus policy and no retention 
awards have been offered within the last 12 months. 

SMDAM (UK) has ensured that any payments related to early termination to staff in the last 
performance year have been compliant with the Code. 

 

Remuneration Disclosure 

 
SMDAM (UK) will make disclosure as set out under MIFIDPRU 8.6 on an annual basis and will 
be published on our website.  The disclosures will be as at the Accounting Reference Date 
(“ARD”). 
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Appendix 1 
Basis of Disclosure 

The following disclosures explain how Sumitomo Mitsui DS Asset Management (UK) Limited 
(‘SMDAM (UK)’ or’ the Firm’) has complied with reward regulatory requirements under the UK 
implementation in respect of the Financial Conduct Authority (“FCA”) MIFIDPRU Remuneration 
Code (SYSC 19A) during the year to 31 December 2021.  

SMDAM UK is classified as a Non-Small and Non-interconnected Investment firm (non-SNI) – 
often referred to as a ‘Class 2 firm’ under the Investment Firms Prudential Regime. This 
remuneration disclosures are prepared on the basis of this category. 

 

The Reward Strategy’s Purpose 

The objectives of the Firm’s Reward Strategy are as follows: 

1. The Firm undertakes to reward all employees fairly, regardless of job function, race, religion, 
colour, national origin, sex, sexual orientation, marital status, pregnancy, disability or age. 

2. It is the policy of the Firm to operate competitive remuneration policies so as to attract, retain 
and motivate an appropriate workforce for the Firm. 

3. The Firm is also committed to ensuring that its reward practices encourage high standards 
of personal and professional conduct, support sound risk management and do not encourage 
risk taking that exceeds the level of tolerated risk of the Firm, and are aligned with the regulatory 
requirements. 

4. Rewards for all senior staff will be aligned to financial and non-financial performance and risk 
profile and in all cases will be in line with the business strategy, objectives, values, culture and 
long-term interests of the Firm. 

5. The Firm will not allow any unfair or unjust practices that impact on pay. 

6. The Firm undertakes that it will not award remuneration using vehicles or methods the aim 
of which is to attempt to avoid application of the FCA’s Remuneration Code. 

 

Governance 

The Firm does not have Remuneration Committee, however, authority is delegated to the Board 
of the Directors (‘the Board’) to review and approve remuneration, and to ensure remuneration 
policies across the Firm are consistent with the promotion of effective risk management and do 
not encourage risk taking which exceeds the Firm’s risk appetite. It ensures that the risks 
associated with the design and operation of remuneration policies are considered, including by 
engaging with the Board. 

The Board is responsible for reviewing and approving any salary amendments and cash 
bonuses proposed to the Board arising from the annual compensation review, subject to formal 
review and final approval by SADAM Head Office (Tokyo), with reports made to the Board as 
required.  

The Board is also responsible for reviewing and approving the policy and process for identifying 
Code Staff to ensure compliance with the relevant remuneration regulations, as well as the 
approval of the final list of Code Staff on at least an annual basis, and any exclusions proposed 
to be notified to the FCA. 

Where secondees from SMDAM Head Office (Tokyo) have been identified as Code Staff, the 
Board works with Head Office HR to ensure that variable remuneration awarded to these 
individuals is compliant with the FCA Remuneration Code, and also review and approve the 
provision of these individuals’ variable compensation. 
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Reward Strategy in Practice  

SMDAM (UK) rewards staff with fixed and variable remuneration in the form of salaries and 
bonuses respectively. All remuneration is offered in cash; no other instruments are offered as 
remuneration. 
 
Salaries are determined by an employee’s responsibilities, seniority, and experience. Salaries 
are typically reviewed annually against general market levels, with any increase being solely at 
the Firm's discretion. A Discretionary Bonus Scheme is operated annually to reward and 
encourage good financial and non-financial performance, as well as high standards of personal 
and professional conduct. All employees are eligible for the Discretionary Bonus Scheme. 
There is no separate scheme for the Firm’s Code Staff.  
 
The Firm does not have a deferral scheme in operation for SMDAM (UK) employees for any 
bonus payments above a bonus level as determined by the Board.  
 
Where termination payments are awarded to Code Staff, these will be subject to the approval 
of the Board, following robust consideration that such payment reflects performance achieved 
over time and does not constitute reward for failure. 
 
The Firm’s pension policy is fully aligned with its business strategy, objectives, values and 
long-term interests. 
 

Link between Pay and Performance 

In calculating the bonus pools, the Board considers the Firm’s performance in line with the 
overall business strategy as well as the performance of each individual Business Unit. The 
pools for front office business units are calculated primarily based on their financial 
performances, and the control function pools are calculated separately, to ensure that their 
compensation is independent of the business units they control. 

Staff performance is measured against financial and non-financial factors, and supported by 
the Annual Performance Assessment Process. A competency framework is used to support in 
providing a common understanding of the non-financial performance metrics, identifying to 
what standard an individual is expected to reach to achieve a particular grade. The areas within 
the competency framework include conduct and integrity, output and quality, technical ability 
and compliance with regulatory and systems of controls. Although there is no formulaic link 
between the individual competency assessment grades and the final overall assessment grade 
to the final bonus, Human Resources undertook second line reviews of performance grades 
and bonus to ensure staff were being awarded in a fair and consistent manner. 

The range of criteria with which bonuses are determined varies between business units. Based 
on information provided to them by the members of Senior Management, the Board can use its 
discretion to reduce current year awards, partially or wholly, in light of certain risk events 
occurring during the year, which include, but are not limited to: 

 Failure to comply with the Firm’s Risk Management policies, such as trading limits 
 Breach of Regulatory Requirements 
 Any disciplinary action taken against the individual during the financial year. 

This process is governed by the Firm’s Individual Risk Adjustment Policy which supports in 
evidencing that due process has been followed with all appropriate factors considered. 

 

Vesting 

The bonus is paid to employees after the financial year end, subject to the employee being 
employed on the date of payment, and not serving notice (either given by the employee or the 
Firm), or suspended, or under investigation for a conduct issue. 
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Remuneration disclosure 

Financial Year ended 31 December 2021                  £’000  

Total Fixed Remuneration:  2,690 Total Variable 
Remuneration: 

307 

No. of Material Risk takers: 8 Fixed and 
Variable Ratio 

90%: 10% 

 Senior 
management 

Other material risk 
takers 

Other staff 

Total remuneration 610 968 1,419 
Fixed Remuneration 563 885 1,242 
Variable Remuneration 47 83 177 
Guaranteed Variable 
Remuneration 

N/A N/A N/A 

Severance Payments N/A N/A N/A 
    
No. of material risk takers 
paid guaranteed variable 
remuneration 

Nil No. of material 
risk takers paid 
severance 
payments 

Nil 

The highest severance 
payment awarded to a 
material risk taker 

N/A N/A N/A 
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