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South Korean authorities are looking at a number of measures to address the 
‘Korea discount’. Most won’t work, says Jonathan Pines, Lead Portfolio Manager,  
Asia ex-Japan Equity.

 A In our opinion, the ‘Korea discount’ has deprived investors 
of returns, in many cases leaving them impoverished 
relative to the growing value of the very companies into 
which they have invested. We believe it has also raised 
the cost of capital for South Korean enterprise, reduced 
risk-taking and economic activity, while undermining 
innovation. Were the Korea discount to be fully eliminated, 
we believe that the price at which the average South 
Korean company trades could double, with some tripling1.

 A Measures to address the discount will be effective only 
if they address its key cause: the tremendous power 
imbalance between controlling shareholders and minority 
shareholders. Indeed, a rule of thumb for assessing which 
measures are most likely to be effective is the following: 
the greater the resistance of controlling shareholders to 
the implementation of a measure under consideration, the 
more effective is that measure likely to be in closing the 
Korea discount. If controlling shareholders do not resist a 
(non-tax related)  measure, it is unlikely to be effective.

 A Without effective regulatory change, we expect South 
Korean companies to do the bare minimum, albeit with a 
friendlier veneer. In this circumstance we expect action to 
be limited to the buyback of discounted preferred stock 
(because they are a small part of capital), cancellation 
of treasury shares (when they are not needed to secure 
control – for this generation or the next), the sale of some 
non-core investments and a marginal improvement in 
dividend policies.

We have been investing in South Korea for more than two 
decades and continue to be deeply impressed by the 
professionalism and high quality of management in many 
companies in globally important sectors, particularly 
semiconductors, auto manufacturing and heavy industries. 
We celebrate the past and continuing positive contribution of 
South Korea’s many leading global companies to progress in 
science, technology and business. 

An area of frustration for us, that we know we share with many 
other investors – both foreign and domestic – is that the value 
that many companies have built over decades is not 
adequately reflected in stock prices.

We are encouraged by the recent interest lawmakers and 
regulators have shown in seeking to close the discount at which 
South Korean companies trade to similar companies listed on 
stock exchanges in other countries (the Korea discount). 

In February, we published a paper, South Korea – enough is 
enough, detailing the ways that controlling shareholders in 
South Korea mistreat minority shareholders, and why they do 

so. In March, we published a follow-up note, The 
unpersuadables?, discussing challenges in applying Japan’s 
approach to addressing cheap stock prices in South Korea 
and recommending six key (and four nice to have) measures 
that, if implemented, we believe would end the Korea 
discount. We have repeated these recommendations in 
Appendix A of this letter. Our recommendations prioritise 
regulatory change over voluntary action, because of the 
strong financial interest that controlling shareholders have in 
preserving the regulatory status quo, which in our opinion is 
not fit for purpose. 

In our published papers, we took care not to recommend 
changes to taxes, because we did not feel that it was our 
place to opine on such matters, which go to the heart of the 
social contract among South Korean citizens. Of course, 
changes to tax rules can help to reduce the Korea discount. 
But we believe now, as we did then, that the discount can be 
significantly closed even without tax changes2.

The South Korean government and regulators have not 
completed their deliberations. We would like to draw 
attention to measures that we understand are under 
consideration but that we do not believe will be effective in 
closing the discount. We do this in the hope that we can help 
encourage the focus to instead be on those measures that we 
believe will be effective.

In our view, measures under consideration that will not be 
effective, fall into two broad categories.

1)  Measures that are both voluntary and are 
viewed by controlling shareholders as not 
being in their interests

In South Korea, unusually, families control more than 90% of 
listed companies3. Most companies are run by talented 
management teams, in turn, installed by astute controlling 
shareholders, and have thrived by successfully navigating 
complex and competitive international markets for their 
products. Given the high calibre leadership in South Korea’s 
companies, we do not believe that stock prices are low 
because controlling shareholders are at a loss to understand 
how to address the far less challenging problem of low stock 
prices. Indeed, we believe that those who control companies 
know exactly what needs to be done to raise their respective 
stock prices but choose not to do so because the actions that 
will be effective in closing the Korean discount (as it may 
apply to the company that they control) runs contrary to their 
own interests. 

1 This is based on our model and as such cannot be guaranteed.
2 Tax changes that we understand are being considered include reductions in inheritance and dividend tax, and a delay in the planned introduction of a capital 

gains tax. While reduction in taxes can have some impact on stock prices (as the perceived cost to the family of taxes resulting from high stock prices and high 
dividends will be reduced), unless there is a very substantial reduction in taxes (which to be clear we do not believe it is our place to argue for), the impact on the 
behaviour of controlling shareholders is likely to be small. 

3 Source: Kospi, Kosdaq and Bloomberg
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Controlling shareholders who 
prefer (or are indifferent about) 
lower stock prices will see no 
benefit in being part of a 
benchmark that could result in 
their company’s stock price rising. 

One measure that we understand is being considered by 
regulators, is the introduction of an index or exchange traded 
fund comprised of well-governed companies, the idea being 
that companies forming part of such a benchmark would 
attract additional capital, resulting in higher stock prices.

We do not believe that this measure will be effective because 
controlling shareholders who prefer (or are indifferent about) 
lower stock prices4, will of course, see no benefit in being part 
of a benchmark that could result in their company’s stock 
price rising. Even among those controlling shareholders who 
would not be particularly averse to a higher stock price, many 
will view the ‘penalty’ they must pay (resulting from the better 
treatment of minority shareholders) as being too high. After 
all, why would controlling shareholders want to voluntarily 
give up the benefits they can gain from (for example) 
compelling minority shareholders to sell stock cheaply to 
them, being able to enter into related party transactions with 
the companies they control without minority shareholder 
approval, using company resources to secure control for 
themselves by buying stock on the market which they can 
then retain in treasury or sell on to friendly third parties, or 
extracting artificially high control premiums for themselves 
alone in the event of a takeover5? 

2)  Measures that do not address the key causes 
of the Korea discount 

Certain measures that we understand are being considered, 
while positive on the margins, will be little more than a 
distraction from the truly effective action that is required to 
help close the Korea discount. 

While such efforts will enable regulators to claim that they are 
at least ‘doing something’, we fear that the energy spent 
passing these less effective measures will distract from 
implementing policies that will be far more effective. 
Measures which we understand are being considered that 
(although generally desirable) will not in our opinion 
meaningfully help close the Korea discount including 
strengthening laws against unfair trading, implementing 
further restrictions on short selling, tightening regulations on 
advisors, easing foreign investor registration requirements, 
enhancing accessibility to foreign exchange markets, 

establishing alternative trading systems, assisting investor 
relations department with their communications, holding 
awards ceremonies for companies with better governance, 
improving dividend payout procedures, promoting individual 
trading accounts, and mandating quarterly meetings between 
external and internal auditors.

A helpful rule of thumb for assessing which measures are 
most likely to be most effective is the following: the greater 
the resistance of controlling shareholders to the 
implementation of a measure under consideration, the more 
effective is that measure likely to be in closing the Korea 
discount. This is because we believe that at the heart of the 
Korea discount is the tremendous power imbalance between 
controlling shareholders and minority shareholders. 

A helpful rule of thumb for assessing 
which measures are most likely to be 
most effective is the following: the 
greater the resistance of controlling 
shareholders to the implementation 
of a measure under consideration, 
the more effective is that measure 
likely to be in closing the Korea 
discount. 

We doubt that any of the measures that we have listed in this 
subsection will be resisted by any controlling shareholder, 
which, although suggesting an easy passage, in and of itself 
hints that they are unlikely to be particularly helpful in closing 
the Korea discount.

Indeed, one measure that we understand is under 
consideration, in our opinion, will cause stock prices to fall. 
We understand that the Financial Supervisory Service is 
considering the forced delisting of companies that have 
“failed to grow”6. While well intentioned, we believe that the 
threat of delisting undervalued South Korean companies will 
only hurt minority shareholders, with the unintended 
consequence being an underserved (albeit gratefully 
received) windfall gain for uncooperative controlling 
shareholders. As the delisting date approaches, stock prices 
of affected companies will drop precipitously, presenting a 
wonderful opportunity for controlling shareholders, as 
allowed by the Commercial Act, to compel minority 
shareholders of the (by then very undervalued stock) to swap 
their shares for shares in another company in which the 
controlling shareholders have a greater interest7. Alternatively, 
the controlling shareholders, knowing that most investors will 
either be required to sell, or otherwise won’t want to hold, 

4 Some controlling shareholders prefer lower stock prices to reduce inheritance tax and create continuing opportunities to force out minority shareholders 
(permitted in terms of the Commercial Act) at the low market price.

5 South Korea’s takeover laws do not provide minority stockholders tag along rights, allowing controlling shareholders to obtain for themselves alone, a 
control premium, which is likely higher than it would otherwise be because the incoming controlling shareholder does not need to fairly compensate minority 
shareholders.

6 https://news.bloomberglaw.com/insurance/south-korea-warns-of-delisting-of-companies-that-fail-to-grow
7 Indeed, we have in the past experienced a situation when a Korean company’s directors used the threat of delisting to cause a drop in the stock price. They then 

compelled minority shareholders to swap their stock  (at the depressed price) for shares in another company in which they had a greater interest. Appeals we 
made to the company, and later to a judge as part of a court challenge, were rejected. 
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unlisted stock, will be well positioned to make a low-ball cash 
offer to minority shareholders – perhaps with the backing of 
investment banks, which could generate large profits as they 
clamour to fund the cheap buyout. 

Arguments against the implementation of 
our recommendations
We are aware of no recent persuasive arguments as to why 
the measures that we have recommended, included in 
Appendix A, will not be in the interests of South Korean 
companies or ordinary investors, or effective in closing the 
Korea discount. However, over the years, controlling 
shareholders have advanced arguments against some key 
points included in our recommendations. Below we repeat 
the main arguments against some of our recommendations 
(of which we have become aware and as we understand 
them), together with our response. 

Low stock prices are more a consequence of the cyclical nature 
of the earnings of South Korean companies, and ongoing 
tensions with North Korea, rather than poor governance.

Most investors, us included, reject these alternative 
explanations for the Korea discount. There are other 
countries with companies that have similarly cyclical earnings 
and that face similar or greater geopolitical uncertainty, but 
which trade at far higher valuations. Taiwan is an example. 
Many of the companies listed in Taiwan, including its largest 
companies, face earnings cyclicality similar to that 
experienced by South Korean companies, with arguably 
greater geopolitical uncertainty, yet their stocks have 
consistently traded at higher valuations than those in South 
Korea. Currently the Taiwan Stock Exchange trades at a 
price-to-book multiple of 2.4 times, versus South Korea’s 
0.99 times8. 

Cash returned to shareholders means greater ‘leakage’, 
including to foreigners, with less cash left in the company, 
weakening it and reducing capacity for acquisition 
and innovation. 

We believe that this argument misunderstands how markets 
value companies. If a company has a sub-optimal9 balance 
sheet because of too much cash or too little debt, then higher 
cash returns to shareholders will enhance overall stockholder 
returns and will raise the stock price by more than the cash 
being returned. Shareholders stand to benefit from both the 
cash received and the higher stock price relative to cash 
returned. A higher stock price also lowers the company’s cost 
of capital, reducing the equity capital required to fund new 
investment10. Should the new investment opportunity be 

adjudged by the market to be a high returning one11, it will 
result in the stock price further appreciating – reducing the 
cost of required capital still further. It is not a zero-sum 
equation. Both optimising capital structure and pursuing 
profitable investment opportunities reduces the cost of 
capital for the company, and enhances shareholder returns, 
creating value for all shareholders in proportion to 
their shareholding. 

That some controlling shareholders consider payouts to 
minority shareholders to be ‘leakage’ not only reveals the way 
that they view the companies they control (as fully owned by 
them); it also suggests a misunderstanding about how stock 
prices will react (they normally rise – certainly relative to the 
cash being returned), and how they view the purpose of the 
market (as a servant of controlling shareholders alone). 

Regarding dividends flowing out of the country, this is true to 
the extent that foreigners receive dividends on their holdings. 
But the sole reason investors buy stock is because of the 
prospect of receiving dividends. South Korea’s capital 
markets cannot thrive if dividends are supressed to prevent 
foreign ‘leakage’, and of course capital inflows from foreign 
investment exceed dividends paid out. Most countries 
welcome foreign investment. While attitude to foreign 
investment is a political and economic choice, in our view, it 
would harm South Korea’s capital markets were companies to 
continue to keep dividends low to prevent dividends flowing 
to foreign investors. In addition, higher stock prices resulting 
from higher dividends means that a gain for foreigners is not 
a loss for South Korea. 

Ironically, the biggest on-paper beneficiaries of higher stock 
prices resulting from enhanced shareholder return policies 
(and the other changes we recommended) will be the 
controlling shareholders themselves, who we believe will be 
the only ones arguing against them12. 

Cancellation of treasury stock and buy backs of ‘high cost of 
capital’ preferred stock will weaken the control structure of 
companies, meaning that control might fall into foreign hands 
or those who prioritise short term gains.

Large shareholders of South Korean companies often secure 
control by using general company resources to buy back 
shares. Although such stock cannot be used to exercise direct 
voting power, uncancelled, such stock is available to be sold 
on to friendly third parties if control ever needs to be more 
fully secured. Another way that controlling shareholders 
prevent challenge is by issuing preferred stock instead of 
common stock. In South Korea, preferred stock can more 
accurately be described as non-voting common stock 

8 As at 2 April 2024.
9 The optimal amount of cash or debt to hold will differ depending on the specific circumstance of the company, which take into account factors such as tax relief 

on interest, stability of earnings and credible profitable growth opportunities. 
10 In the case of dividend payouts, a lower cost of capital would apply even if stock prices fell in response to a dividend payment if the fall in stock price was less 

than the dividend paid.
11 In this context, a high returning investment means one where the expected return exceeds the company’s cost of capital.
12 We believe that most controlling shareholders understand that they will be the biggest “on paper” beneficiaries of enhanced shareholder returns. However, most 

controlling shareholders are fully aware of the “true” (higher) value of their stock but have no interest in seeing that higher value reflected in a stock price quote if 
it means a potential higher inheritance tax liability, or reduced opportunity to force minorities out cheaply in terms of a compelled share swap. 
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because it is economically nearly identical to common stock 
but does not have voting privileges13. While non-voting stock 
is commonly used worldwide, in South Korea, over time, the 
discount at which such non-voting stock trades to voting stock 
has grown and for some companies exceeds 60%.

Consequently, the opportunity cost of continuing to use this 
form of capital for many companies has grown, because the 
dividend paid relative to preferred share capital can be more 
than double the dividend paid relative to common share 
capital. Our recommendations include the cancellation of 
excess treasury stock and an annual justification by directors 
for the continued use of expensive-to-service preferred stock 
(the implication being that if such stock is assessed as 
expensive to service, it should be bought back until the 
discount to common stock narrows, and replaced by common 
stock if capital is indeed required).

In the past, controlling shareholders have argued that 
requiring the cancellation of treasury stock and replacing 
expensive-to-service preferred stock with cheaper-to-service 
common stock would leave the companies they control 
vulnerable to takeovers by foreigners or short-term investors.

Our response is that the need for instruments of control often 
demonstrates a lack of confidence of the families that control 
companies that they are the best stewards of those 
companies. By frustrating the market for corporate control, 
controlling families undermine shareholder value and prevent 
companies from being managed by those most competent to 
do so and most likely to add value. Too many companies in 
South Korea (perhaps more than anywhere else worldwide) 
are controlled by families (many of whom make use of 
instruments of control) and given the poor performance of the 
South Korean Stock Exchange, this dynamic has demonstrably 
not served South Korea or its capital markets well. The best 
(and most honourable) defence against an unwanted 
takeover, and one that is in the interests of shareholders, is to 
sustain a consistently high stock price, which raises the cost of 
a takeover for an acquirer to a level at which it no longer 
makes economic sense for the acquirer to pursue the 
takeover. A sustainably high stock price, in turn, results from 
quality management, strong operating results, a long-term 
perspective, high-returning investment and an optimised 
capital structure.

In addition, even for controlling shareholders who prioritise 
the retention of control above all else, most no longer need 
to rely on either expensive preferred stock (because the 
amount of preferred stock in issue is typically small), or 
treasury stock, because even if they cancelled the lion’s share 
of such stock, control is in most cases already secured by the 
high percentage of stock already owned by the families14. 

In this context, the signalling impact of directors’ conduct 
cannot be overemphasised. For example, if directors of South 
Korean companies can easily cut their cost of capital by, for 
example, buying back preferred stock trading at a significant 

discount to common stock, and choose not to do so 
(particularly when the buyback of such stock does not 
threaten the control structure), it evidences that directors 
(and the controlling shareholders that appointed them) do 
not genuinely care about maximising shareholder value and 
suggests that they may prefer lower stock prices. In Appendix 
B we have provided an illustrative example showing how both 
common and preferred shareholders can gain, even with a 
zero net cash outlay, when companies replace discounted 
preferred stock with common stock. 

Regarding control being relinquished to foreigners, the South 
Korean government already has legislation that can prevent 
foreign investors from buying or exercising control in 
companies operating in key industries such as aviation, 
communications and broadcasting. These powers can, of 
course, be further reasonably enhanced to include other 
sectors (or even specific companies) should the government 
decide to do so. 

In this section, we have presented arguments that we 
understand have been advanced by others that seek to justify 
the use of uncancelled treasury stock and preferred stock to 
secure control, that are concerned about the potential 
adverse impact of higher cash returns to shareholders on 
South Korean companies’ capacity to innovate and make 
acquisitions, and the possibility that were it not for certain 
tools of control, that key South Korean companies could fall 
into foreign hands, or those that prioritise short-term returns. 

We have also explained why we disagree with each of 
these arguments. 

It is noteworthy, however, that we have never heard any 
arguments against the other recommendations that we have 
made. (Nor are we able to think of any ourselves, no matter 
how flawed). For example, we have heard no arguments 
against establishing a fiduciary duty of care of directors to 
shareholders, requiring minority shareholder approval for 
related party transactions, ending compelled share swaps, 
introducing a ‘tag along’ rule for minority shareholders in the 
event of a takeover, and requiring an annual statement of 
directors (addressing optimal capital structure, cheap stock 
prices, and how holding companies will close the discount to 
the sum of their respective parts).

Nevertheless, we understand that despite the apparent absence 
of a logical rationale for opposing them, some controlling 
stockholders regard regulations, such as  establishing a directors 
fiduciary duty to shareholders, and minority approval for 
related party transactions to be ‘no go areas’.

To the extent that they continue to adopt this  stance, they 
show that they do not believe their opposition requires a 
justification beyond self-interest.

Jonathan Pines 
Lead Portfolio Manager 
Federated Hermes Asia ex-Japan Equity

13 Most preferred stock in South Korea entitle holders to the same dividend per share that is paid to common stockholders plus a small premium.
14 Admittedly, this might not be the case for subsequent generations given that inheritance tax bills would need to be financed.
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Appendix A: Regulatory changes that we believe would solve the Korea discount

‘Must Haves’ 
1.  End compelled share swaps (including dilutionary new issues in exchange for shares in other companies) by requiring 

separate minority shareholder approval for swaps or dilutionary share issues when issued in exchange for shares15.

2. Introduce a mandatory offer ‘tag along’ rule for takeovers.

3. Require minority shareholder separate approval for related party transactions.

4.  Require shares that have been bought back (including accumulated stock held in treasury) to be cancelled, save for a 
reasonable percentage of uncancelled outstanding treasury stock as is customarily permitted in other, well-regulated markets.

5.  Codify into law a directors’ fiduciary duty to the company and to shareholders (rather than simply a duty of ‘loyalty’ to the 
company, which is a more ambiguous concept and subject to widely varying interpretations).

6.  Require an annual statement of directors (with measurable interim objectives) addressing balance sheet capital management, 
which should include, in particular:

 A in the case of stocks trading below book value, a plan to raise stock prices to at least book value (with exceptions granted 
to banks, utilities and other companies that have regulated returns or capital);

 A in the case of holding companies, a plan to eliminate the discount at which a stock trades to the sum of its parts;

 A justifying cash balances that are high (relative to equity, total assets or market capitalisation), taking into account the 
specific circumstance of the company; and

 A justifying the continuing use of expensive preferred stock (which can be up to twice as costly to service – relative to the 
cost of buying it back – as common stock).

‘Nice to Haves’
7. Require the immediate disclosure of the outcome of Annual General Meeting (AGM) votes.

8. Ban directors convicted of crimes involving dishonesty from managing companies, even if subsequently pardoned.

9.  Allow truth to be an absolute defence in defamation cases where views are publicised on shareholder/management/
corporate governance issues.

10.  Require notices and financial reports to also be published in English.

15 Technically, a short-cut to implementing such a rule change could be to require minority shareholder approval for new share issues – either under any 
circumstance or when a merger, acquisition (both on the buy and sell side), restructuring or share swap is contemplated.
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Appendix B: Illustrative example showing gains to preferred and common stockholders from a 
replacement of preferred stock with common stock

Most South Korean preferred stock pays the same dividend per share as common stock (plus a small premium), but trades at a 
significant discount.

Assume a company has the following capitalisation before any buy back of preferred stock

Issued shares
#

DPS
(W)

Stock price
(W)

Yield
(%)

Total dividends
(W)

Common stock 100 1,000 20,000 5.0% 100,000

Preferred stock 20 1,050 8,000 13.1% 21,000

120 121,000

Assume further that the company has the optimal amount of net debt and doesn’t want more. To benefit both common and 
preferred stockholders, it could do the following.

1. Make a tender offer to buy all the preferred shares back at (say) a 50% premium (i.e., W12,000 per preferred share), at a total 
cost of W240,000 (i.e., W12,000 x 20 shares).

2. To finance the W240,000 buyback cost, it could issue twelve new common shares (W240,000 /W20,000). 

3. The company would, therefore, have eight fewer shares entitled to dividends for no net cash outlay, implying an annual 
dividend saving of W9,000 (W121,000 – W112,000). 

4. Should the company reallocate the dividend saving to the common stockholders, each common stockholder would receive 
a dividend per share of W1,080 (i.e., W121,000/112), or an extra W80 per share (W1,080 – W,1000), equivalent to a total 
dividend yield of 5.4% (i.e., W1,080/ W20,000). Assuming the stock market price of the common rises to bring the dividend 
yield of the common stock to where it traded at before the restructuring, it implies an 8% stock price rise to W21,607 
(i.e., W20,000 x 5.4%/5.0%).

Therefore, in the above scenario, preferred shareholders will gain by 50% and common stockholders gain by at least 8%, 
with the company’s net debt position being unchanged. There would of course be a small replacement of non-voting stock with 
voting stock, but the increase in voting stock will likely be sufficiently small to not affect control. In reality, the price of the 
common stock would likely rise by more than 8% as stockholders would appreciate the attention being paid to capital structure 
and would likely view the management team more favourably than before. 

In addition, given that most South Korean companies have more cash on their balance sheet than is optimal, most won’t need 
to issue common stock to replace the preferred stock being bought back, and, therefore, the benefit to common stockholders 
will be still greater as a result of a more-optimally capitalised balance sheet following the buyback of preferred stock.

The opinions expressed this report represent the views of Jonathan Pines, Lead Portfolio Manager, Asia ex-Japan 
Equity and the Federated Hermes Asia-ex Japan Equity team. 
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amount invested. Any investments overseas may be affected by currency exchange rates. Past performance is not 
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for institutional investors (as such term is defined in each jurisdiction in which these materials are being marketed). These materials are 
provided on a confidential basis for informational purposes only and may not be reproduced in any form. Before acting on any information 
in these materials, prospective investors should inform themselves of and observe all applicable laws, rules and regulations of any relevant 
jurisdictions and obtain independent advice if required. These materials are for the use of the named addressee only and should not 
be given, forwarded or shown to any other person (other than employees, agents or consultants in connection with the addressee’s 
consideration thereof).

In Australia: This Strategy Document relates to potential offer of financial products or investment opportunities in Australia (Investment 
opportunities). Both Hermes Investment Management Ltd (HIML) and Federated Investors Australia Services Ltd. ACN 161 230 637 (FIAS) 
are the distributors of the Investment opportunities. HIML does not hold an Australian financial services licence (AFS licence) under the 
Corporations Act 2001 (Cth) (“Corporations Act”). HIML operates under the relevant class order relief from the Australian Securities and 
Investments Commission (ASIC) while FIAS holds an AFS licence (Licence Number – 433831). The offer of Investment opportunities only 
made in circumstances under which no disclosure is required under Chapter 6D and Part 7.9 of the Corporations Act. Nothing in this 
Strategy Document is, or purports to be, an offer to a person to whom disclosure would be required under Chapter 6D or Part 7.9 of the 
Corporations Act.

This Strategy Document is not a disclosure document under Chapter 6D of the Corporations Act or a product disclosure statement for 
the purposes of Part 7.9 of the Corporations Act. This Strategy Document has not been and will not be lodged with ASIC and does not 
contain all the information that a disclosure document or a product disclosure statement is required to contain. The distribution of this 
Strategy Document in Australia has not been authorised by ASIC or any other regulatory authority in Australia. In addition, the Fund is not a 
registered managed investment scheme, as defined in the Corporations Act.

This Strategy Document is provided for general information purposes only and is not intended to constitute, and does not constitute, the 
provision of any financial product advice or recommendation and must not be relied upon as such. This Strategy Document is not intended 
to influence a person in making a decision in relation to a particular financial product or class of financial products, or an interest in a 
particular financial product or class of financial products.

This Strategy Document has been prepared without taking account of your objectives, financial situation or needs and you should obtain 
independent professional financial advice that considers your circumstances before making any financial or investment decisions.



In Bahrain: This document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to 
the public to purchase the strategies will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee 
only and must not be passed to, issued to, or shown to the public generally.

In Brazil: The strategies may not be offered or sold to the public in Brazil. Accordingly, the strategies have not been nor will be registered 
with the Brazilian Securities Commission – CVM nor have they been submitted to the foregoing agency for approval. Documents relating to 
the strategies, as well as the information contained therein, may not be supplied to the public in Brazil, as the offering of strategies is not a 
public offering of securities in Brazil, nor used in connection with any offer for subscription or sale of securities to the public in Brazil.

In Brunei: This document is intended for distribution only to specific classes of investors as specified in the Order and must not, therefore, 
be delivered to, or relied on by, a retail client. The Autoriti Monetari Brunei Darussalam is not responsible for reviewing any documents in 
connection with these strategies. Prospective purchasers of the strategy should conduct their own due diligence.

In Canada: HIML is not registered in Canada as a dealer, adviser or investment fund manager under applicable Canadian securities laws. 
Except for the provinces of Alberta, British Columbia, Ontario, Quebec and Nova Scotia, HIML does not engage in the business of, and 
none of its activities should be construed as holding itself out as engaging in the business of, advising anyone in any Canadian jurisdiction 
with respect to investing in, buying or selling securities. In the provinces of Alberta, British Columbia, Ontario, Quebec and Nova Scotia, 
HIML relies on the international adviser registration exemption pursuant to section 8.26 of National Instrument 31-103– Registration 
Requirements, Exemptions and Ongoing Registrant Obligations. Prior to carrying on any investment advisory or portfolio management 
services for a client located in a Canadian jurisdiction other than Alberta, British Columbia, Ontario, Quebec or Nova Scotia, HIML will first 
need to take certain steps to either obtain the appropriate registration or rely on an available exemption from registration.

In Chile: Federated Hermes is not registered or licensed in Chile to provide managed account services and is not subject to the supervision 
of the Comisión para el Mercado Financiero of Chile (“CMF”). The managed account services may not be publicly offered or sold in Chile.

In China: This document does not constitute a public offer of the strategies in the People’s Republic of China (the “PRC”). The strategies 
are not being offered or sold directly or indirectly in the PRC to or for the benefit of, legal or natural persons of the PRC. Further, no legal 
or natural persons of the PRC may directly or indirectly purchase any of the strategies or any beneficial interest therein without obtaining all 
prior PRC’s governmental approvals that are required, whether statutorily or otherwise. Persons who come into possession of this document 
are required by the issuer and its representatives to observe these restrictions.

In Colombia: This document does not have the purpose or the effect of initiating, directly or indirectly, the purchase of a product or 
the rendering of a service by Federated Hermes (“investment adviser”) to Colombian residents. The investment adviser´s products and/
or services may not be promoted or marketed in Colombia or to Colombian residents unless such promotion and marketing is made 
in compliance with decree 2555 of 2010 and other applicable rules and regulations related to the promotion of foreign financial and/or 
securities related products or services in Colombia. The investment adviser has not received authorisation of licensing from the Financial 
Superintendency of Colombia or any other governmental authority in Colombia to market or sell its financial products or services in 
Colombia. By receiving this document, each recipient resident in Colombia acknowledges and agrees that such recipient has contacted 
the investment adviser at its own initiative and not as a result of any promotion or publicity by the investment adviser or any of its 
representatives. Colombian residents acknowledge and represent that (1) the receipt of this presentation does not constitute a solicitation 
from the investment adviser for its financial products and/or services, and (2) they are not receiving from the investment adviser any direct 
or indirect promotion or marketing of financial products and/or services.

In Hong Kong: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to 
exercise caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should obtain independent 
professional advice. The strategies are not authorised under Section 104 of the Securities and Futures Ordinance of Hong Kong by the 
Securities and Futures Commission of Hong Kong. Accordingly, the distribution of this document, and the placement of interests in 
Hong Kong, is restricted. This document may only be distributed, circulated or issued to persons who are professional investors under 
the Securities and Futures Ordinance and any rules made under that Ordinance or as otherwise permitted by the Securities and Futures 
Ordinance.

In Israel: This document has not been approved by the Israel Securities Authority and will only be distributed to Israeli residents in a 
manner that will not constitute “an offer to the public” under sections 15 and 15a of the Israel Securities Law, 5728-1968 (“the Securities 
Law”) or section 25 of the Joint Investment Trusts Law, 5754-1994 (“the Joint Investment Trusts Law “), as applicable. The strategies 
are being offered to a limited number of investors (35 investors or fewer during any given 12 month period) and/or those categories 
of investors listed in the First Addendum (“the Addendum”) to the Securities Law, (“Sophisticated Investors”) namely joint investment 
funds or mutual trust funds, provident funds, insurance companies, banking corporations (purchasing strategies for themselves or for 
clients who are Sophisticated Investors), portfolio managers (purchasing strategies for themselves or for clients who are Sophisticated 
Investors), investment advisors or investment marketers (purchasing strategies for themselves), members of the Tel-Aviv Stock Exchange 
(purchasing strategies for themselves or for clients who are Sophisticated Investors), underwriters (purchasing strategies for themselves), 
venture capital funds engaging mainly in the capital market, an entity which is wholly-owned by Sophisticated Investors, corporations, 
(other than formed for the specific purpose of an acquisition pursuant to an offer),with a shareholder’s equity in excess of NIS 50 million, 
and individuals in respect of whom the terms of item 9 in the Schedule to the Investment Advice Law hold true investing for their own 
account, each as defined in the said Addendum, as amended from time to time, and who in each case have provided written confirmation 
that they qualify as Sophisticated Investors, and that they are aware of the consequences of such designation and agree thereto; in all 
cases under circumstances that will fall within the private placement or other exemptions of the Joint Investment Trusts Law, the Securities 
Law and any applicable guidelines, pronouncements or rulings issued from time to time by the Israel Securities Authority. This document 
may not be reproduced or used for any other purpose, nor be furnished to any other person other than those to whom copies have been 
sent. Any offeree who purchases strategies is purchasing such strategies for its own benefit and account and not with the aim or intention 
of distributing or offering such strategies to other parties (other than, in the case of an offeree which is a Sophisticated Investor by virtue 
of it being a banking corporation, portfolio manager or member of the Tel-Aviv Stock Exchange, as defined in the Addendum, where 
such offeree is purchasing strategies for another party which is a Sophisticated Investor). Nothing in this document should be considered 
investment advice or investment marketing as defined in the Regulation of Investment Counselling, Investment Marketing and Portfolio 



Management Law, 5755-1995. Investors are encouraged to seek competent investment counselling from a locally licensed investment 
counsel prior to making the investment. As a prerequisite to the receipt of a copy of this document a recipient may be required by the 
Issuer to provide confirmation that it is a Sophisticated Investor purchasing strategies for its own account or, where applicable, for other 
Sophisticated Investors. This document does not constitute an offer to sell or solicitation of an offer to buy any securities other than the 
strategies offered hereby, nor does it constitute an offer to sell to or solicitation of an offer to buy from any person or persons in any state 
or other jurisdiction in which such offer or solicitation would be unlawful, or in which the person making such offer or solicitation is not 
qualified to do so, or to a person or persons to whom it is unlawful to make such offer or solicitation.

In Japan: Federated Hermes Japan Ltd is registered as a Financial Instruments Business Operator in Japan (Registration Number: Director 
General of the Kanto Local Finance Bureau (Kinsho) No. 3327), and conducting the Investment Advisory and Agency Business as defined 
in Article 28 (3) of the Financial Instruments and Exchange Act (“FIEA”). Federated Hermes Japan Ltd is acting as agent or intermediary 
between affiliated companies within the Federated Hermes group and Japanese licensed discretionary investment managers, trust banks 
and other Japanese financial institutions. Federated Hermes Japan Ltd is a member of Japan Investment Advisers Association (JIAA).

In Kuwait: This document is not for general circulation to the public in Kuwait. The strategies have not been licensed for offering in Kuwait 
by the Kuwait Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the strategies in Kuwait on the 
basis of a private placement or public offering is, therefore, restricted in accordance with Law No. 7 of 2010 and the bylaws thereto (as 
amended). No private or public offering of the strategies is being made in Kuwait, and no agreement relating to the sale of the strategies 
will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the strategies in Kuwait.

In The Sultanate of Oman: The information contained in this document neither constitutes a public offer of securities in the Sultanate 
of Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal 
Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy Non-Omani securities in the Sultanate of Oman 
as contemplated by Article 139 of the Executive Regulations to the Capital Market Law (issued by Decision No.1/2009). Additionally, this 
document is not intended to lead to the conclusion of any contract of whatsoever nature within the territory of the Sultanate of Oman.

In Peru: All content in this presentation is for information or general use only. The information contained in this presentation is referential 
and may not be construed as an offer, invitation or recommendation, nor should be taken as a basis to take (or stop taking) any decision. 
This presentation has been prepared on the basis of public information that is subject to change. This information may not be construed 
as services provided by Federated Hermes, Inc. within Peru without having the corresponding banking or similar license according to the 
applicable regulation.

In South Africa: This document is not intended and does not constitute an offer, invitation, or solicitation by any person to members of the 
public to invest. This document is not an offer in terms of Chapter 4 of the Companies Act, 2008. Accordingly this document does not, nor 
is it intended to, constitute a prospectus prepared and registered under the Companies Act.

In South Korea: Hermes Investment Management Limited is not making any representation with respect to the eligibility of any recipients 
of this document to acquire the strategies therein under the laws of Korea, including but without limitation the Foreign Exchange 
Transaction Act and Regulations thereunder. The strategies have not been registered under the Financial Investment Services and Capital 
Markets Act of Korea, and none of the strategies may be offered, sold or delivered, or offered or sold to any person for re-offering or 
resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and regulations of Korea.

In Spain: This document is issued by Hermes Fund Managers Ireland Limited, Branch in Spain, with Fiscal Identity Number W0074815B, 
registered in the Mercantile Registry of Madrid, – Volume 40448, Book 0, Sheet 16, Section 8, Page M-718259, first registration, with 
domicile at Paseo de la Castellana 18, 7º planta, 28046 Madrid – Spain, and registered in the Comisión Nacional del Mercado de Valores 
with official registration number 36.

In Thailand: The document has not been approved by the Securities and Exchange Commission which takes no responsibility for its 
contents. No offer to the public to purchase the strategies will be made in Thailand and this document is intended to be read by the 
addressee only and must not be passed to, issued to, or shown to the public generally.

In United Arab Emirates (Excluding Dubai International Financial Centre and Abu Dhabi Global Market): This document, and the 
information contained herein, does not constitute, and is not intended to constitute, a public offer of securities in the United Arab Emirates 
and accordingly should not be construed as such. The strategies are only being offered to a limited number of sophisticated investors 
in the UAE who (a) are willing and able to conduct an independent investigation of the risks involved in an investment in such strategies, 
and (b) upon their specific request. The strategies have not been approved by or licensed or registered with the UAE Central Bank, the 
Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. The document is for 
the use of the named addressee only and should not be given or shown to any other person (other than employees, agents or consultants 
in connection with the addressee’s consideration thereof). No transaction will be concluded in the UAE and any enquiries regarding the 
strategies should be made to Hermes Investment Management Limited in London.

In the United States of America: For a full list of all affiliated companies please see the relevant Form ADV. Certain affiliates have cash 
solicitation arrangements under which they receive compensation for referring prospects for advisory services.

US Offshore: The Shares have not been and will not be registered under the US Securities Act of 1933, as amended (the “1933 Act”) or the 
securities laws of any of the states of the US. The Shares may not be offered or sold directly or indirectly in the US or to or for the account 
or benefit of any US Person.

In Uruguay: These materials and the information contained herein does not constitute and is not intended to constitute an offer 
and accordingly should not be construed as such. The products or services referenced in these materials may not be licensed in all 
jurisdictions, and unless otherwise indicated, no regulator or government authority has reviewed these materials, or the merits of the 
products and services referenced herein. These materials and the information contained herein has been made available in accordance 
with the restrictions and/or limitations implemented by any applicable laws and regulations. These materials are directed at and intended 
for institutional investors (as such term is defined in each jurisdiction in which these materials are being marketed). These materials are 
provided on a confidential basis for informational purposes only and may not be reproduced in any form. Before acting on any information 
in these materials, prospective investors should inform themselves of and observe all applicable laws, rules and regulations of any relevant 
jurisdictions and obtain independent advice if required. These materials are for the use of the named addressee only and should not 
be given, forwarded or shown to any other person (other than employees, agents or consultants in connection with the addressee’s 
consideration thereof).
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Federated Hermes
Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide 
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management 
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where 
possible, to contribute to positive outcomes that benefit the wider world.

Our investment and stewardship 
capabilities:

 Active equities: global and regional

 Fixed income: across regions, sectors and the yield curve

 Liquidity: solutions driven by five decades of experience

  Private markets: private equity, private credit, real estate, 
infrastructure and natural capital

  Stewardship: corporate engagement, proxy voting, 
policy advocacy 

For more information, visit www.hermes-investment.com or connect with us on social media:


