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Board of Trustees  

Minutes of April 17, 2018, 
Meeting 

 
 
Members Present:  John Hammond, Jay Cuccia, Mark Hartzell, Mary Lu Hughes, Alan Hyatt, 
Rick Napolitano, Karin McQuade, M. Kathleen Sulick, Leroy Wilkison 
 
Members Excused:  Howard Brown, Jennifer Gilbert-Duran, Ande Rhodes, Jim Thomas 
 
Staff Present:  Janet Morgan, Anne Budowski 
  
Guests:  Eric Crabtree, Robert Failla, Rhett Humphreys, Thomas Lowman, Kris Seets,   
Alessandro Valentini 
 
Recorder:  Lisa Burns, Audio Associates 
 

 
 
The meeting of the Board of Trustees of the Anne Arundel County Retirement and Pension 
System (Board) was called to order at 12:00 p.m. by Mr. Hammond.  
 
Minutes 
 
Mr. Hyatt motioned to accept the minutes of the March 20, 2018, meeting. Mr. Napolitano 
seconded, and the board approved the minutes.    
 

Investment Committee 
 
Lazard  
Robert Failla  
 
As a firm driven by market fundamentals and stock selection, Lazard has benefited from the 
economic environment during the past year and a half. Mr. Failla reported no changes to the 
team managing the county’s International Strategic Equity portfolio. The international equity 
platform at Lazard has more than $50 billion in assets under management. 
 
Mr. Failla highlighted risks the market continues to ignore. Last year’s market environment 
was up frequently and displayed a distinct lack of volatility. Lazard also noted elevated market 
valuations globally. Last year’s global corporate profits were very robust, and significant 
growth continues through this quarter. Risks include higher long-term rates, a budding trade 
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war and protectionist policies. Mr. Failla also reported negative returns in local developed 
markets that were somewhat offset by positive currencies outside of the United States. These 
developments created a weak dollar and a strong yen. Technology and emerging markets 
continue to lead the market but not by the spread they did in 2017.  
 
The return to a fundamentally driven market plays into Lazard’s investment style. Reviewing 
sector performance, Mr. Failla reported that utilities enjoyed significant outperformance as a 
defensive sector. Technology and consumer discretionary also led the market. During the first 
quarter of 2018, the county’s portfolio was up 2.29 percent versus the benchmark’s -1.53 
percent. One-year performance was 23.72 percent for the county and 14.80 percent for the 
benchmark. Returns may fall to a more normal level as the year continues. That performance, 
however, compensates for a challenging seven-month period during the latter part of 2016 into 
2017, a market characterized by low quality.  
 
Most of the portfolio’s strength comes from stock selection. Lazard will continue to keep an 
eye on currencies, which have been a bit of a tailwind. The firm maintains a high exposure to 
UK stocks. The portfolio also has an overweight in emerging markets as well as Canadian 
stocks. The benchmark has no Canadian holdings. Lazard has an underweight to     
commodities-based companies in Australia and New Zealand. Overall, global markets remain 
close to their all-time highs despite recent pullbacks, and geo-political concerns have yet to 
rattle investors. A continued market focus on corporate fundamentals should benefit Lazard. 
  
Causeway 
Eric Crabtree, Alessandro Valentini  
 
Causeway uses a value approach to manage equity strategies across the globe. Integrating 
fundamental and quantitative research provides a continuous flow of ideas and information.  
 
The International Value Group Trust portfolio typically holds between 50 and 80 securities. 
Reviewing performance, Mr. Crabtree noted the portfolio’s one-year performance trailed its 
benchmark 14.62 percent versus 15.32 percent but beat its value benchmark, which posted 
returns of 12.82 percent. For the 2017 calendar year performance, the portfolio outperformed 
both benchmarks.  
 
Reviewing the issues that affect portfolio returns, Mr. Valentini said value has been the worst 
performing factor in 2017 and the first quarter of 2018. Momentum, a factor at the opposite 
end of Causeway’s investment philosophy, served as a big market driver in 2017 and therefore 
contributed to the portfolio’s underperformance. Cyclicality, which helped the portfolio in 
2017, has been a poor factor in 2018.  
 
In regional attribution, European investments have added to returns. Stocks in the U.K. 
Switzerland and the Pacific have dragged down performance. Focusing on industry groups, 
Mr. Valentini said banks, cars, and technology contributed to the portfolio. Rebounding from a 
previous scandal, Volkswagen was one of the best performers. UniCredit, a restructured bank 
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in Italy, and Royal Dutch Shell also benefited returns. Hitachi, a large Japanese conglomerate 
looking to simplify operations, presented an exciting opportunity.  
 
Telecom services detracted from performance due to industry locations. Food, beverage and 
tobacco as well as software and services also hurt the portfolio. As Causeway adds to the 
portfolio, managers continue to seek out restructuring stories. Clients should expect Causeway 
to keep its focus on stock selection and value investing. 
 
New England Pension Consultants  
Rhett Humphreys    
 
Emerging market equity helped year-to-date performance, said Mr. Humphreys in reviewing 
the “flash” report for the period ending March 31, 2018. Domestic equities reported -0.3 year 
to date while the international equity composite had a performance of -1.4 for that time period.  
The emerging market benchmark returned 1.4 percent while emerging markets manager 
Dimensional had a performance of 2.2 percent year to date. Mr. Humphreys reported no 
outstanding concerns among the equity managers, although Causeway saw a year-to-date 
performance of -4.1 percent against benchmark returns of -1.5 percent. As Causeway 
managers reported, value investing fell out of favor during this time. 
 
On the bond side, total fixed income composite performance was 0.1 percent year to date. The 
core fixed income composite was down -1.2 percent. The benchmark, however, was -1.5 
percent. Noncore fixed income returned 0.9 percent year to date. As a defensive play, 
BlackRock continues to perform well for the county, with year-to-date returns of 0.4 percent. 
Emerging market debt was up 2.4 percent. In Global Asset Allocation, Bridgewater was up 0.2 
percent year to date. The beta piece was -1.7 percent. The alpha piece was up 5.5 percent. 
 
The Investment Committee will meet May 3 at 11:00 a.m.  
 

Administrative Report 
 
Bolton Partners provided preliminary valuation results for all four county plans. Final reports 
will be available during the May meeting. The total contribution increased from 69,609,203 to 
$74,295,077. Mr. Seets reported that total payroll increased by 4.3 percent, which is greater 
than the assumed rate of 3 percent and above the prior year increase of 2.9 percent. The 
county’s contribution increased due to both overall payroll growth and higher than expected 
individual pay increases. Investment losses during previous years also affected the county’s 
contribution. 
 
MOTION: Mr. Cuccia made a motion to recommend that the county executive accept the 
actuarial contribution to the FY19 budget. Per the Bolton letter, the contribution should be 
$74,295,077. Mr. Hyatt seconded, and the board unanimously passed the motion.  
  
Mr. Seets also presented a letter summarizing the changes applied to the Cost of Living 
Adjustments (COLAs) effective July 1, 2018, for county retirees under the plan. 
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In other news, Ms. Budowski reported 11 retirements for April, including 3 out of the Deferred 
Retirement Option Plan (DROP). 7 retirement seminars for employees of all plans will occur 
throughout May. Seminars for eligible employees of the new 401a plan will take place in June.  
 
The meeting ended at 2:05 p.m. The next meeting will take place May 15, 2018. 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
 
__________________________________                                        ____________________ 
Ande Rhodes                                                                                           Date                  
Secretary to the Board 


