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Board of Trustees  
Minutes of March 13, 2015 

Meeting 
 

 
 
Members Present:  John Hammond, Jay Cuccia, Jennifer Gilbert-Duran, Alan Hyatt,            
Julie Mussog, M. Kathleen Sulick, Jim Thomas, LeRoy Wilkison 
 
Members Excused:  Jay Middleton, Ande Rhodes 
 
Members Absent:  Howard Brown 
 
Staff Present:  Janet Morgan, John Peterson 
  
Guests:  James G. Charles, James Farrow, Rhett Humphreys, Daniel C. Ong, Tom Rosalanko   
 
Recorder:  Laura C. Jackson, Audio Associates 
 

 
 
The meeting of the Board of Trustees of the Anne Arundel County Retirement and Pension 
System (Board) was called to order at 12:16 p.m. by John Hammond.  
 
Minutes 
 
Mr. Cuccia made a motion to approve the minutes of the February 13, 2015, board meeting.     
Mr. Hyatt seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Dimensional 
James G. Charles, Daniel C. Ong  
 
Dimensional continues to maintain its investment philosophy despite the challenges facing 
value stocks. The firm has about $400 billion in assets under management. Dimensional’s 
chief operating officer retired two weeks ago but that change doesn’t affect the investment side 
of the business.  
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With a mindset that markets work, Dimensional prefers to target small-cap stocks, particularly 
value stocks of high-profitability companies. The pension system’s emerging markets value 
portfolio has experienced some headwinds, however, because growth has outperformed value 
during the past few years, said Mr. Charles. 
 
The county’s portfolio includes more than 2,000 names out of a universe of 6,000 securities, 
which provides sector and security diversification as well as flexibility. As an all-cap value 
portfolio, the county has exposure to small caps and value companies.  
 
Reviewing portfolio returns, Mr. Charles reported year-to-date returns of -0.82 percent versus 
the emerging markets index benchmark of 0.60 percent and an emerging markets value index 
of  -0.64. Although value stocks are out of favor at the moment, there isn’t much of a risk 
premium if these securities outperform every year. Over longer periods, clients should expect 
to receive compensation for taking on that value premium.   
 
Although investors may feel pressure from the market, Mr. Charles noted that a change in 
strategy would violate the firm’s investment philosophy. Dimensional’s huge outperformance 
in 2009, following the market downturn of 2008, shows that headwinds don’t last forever.  
 
GMO 
James Farrow, Tom Rosalanko 
 
2014 proved a difficult year in many ways for GMO. Assets for 2014 were about flat as GMO 
began and ended the year with $116 billion.  
 
Although markets started out strong, resulting in positive returns during the first half of the 
year, falling oil prices, international issues and other challenges cause stocks to fall. The 
county’s portfolio is down almost 7 percent for the year whereas the index was down just 
under 5 percent, said Mr. Rosalanko. Although managers seek to take advantage of 
undervalued stocks, those stocks didn’t do well enough to beat the benchmark. 
  
Performance has come back somewhat, especially in February when markets were up strongly, 
said Mr. Rosalanko. The firm, however, still has a long way to go in terms of relative 
performance. In response, managers have added forecasting into their process. They also will 
focus more on value while changing the way they look at momentum. 
 
Projecting the annual real return during the next seven years, GMO expects emerging markets 
to have a performance of 3.4 percent. In general markets seem overvalued, said                             
Mr. Rosalanko, which means pension funds may have a hard time reaching their goal of 7 
percent returns. Tilting the portfolio toward stocks that are undervalued as opposed to those 
that have done well can get better results. 
  
Companies in Europe and Japan that have been beaten down over the last few years seem the 
most attractively valued. As low interest rates and central bank support improve markets, these 
companies should begin to rebound. As a result, the top 10 stocks in the county’s portfolio 
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include names scattered across Europe and the United Kingdom in the consumer discretionary 
and industrial sectors.  
  
New England Pension Consultants 
Rhett Humphreys  
 
Mr. Humphreys reported a financial composite of 3.8 percent year to date for the “flash” report 
for the period ending February 28. The long-term was 8.1 percent net of fees. International and 
emerging market equities showed improvement with year-to-date composite returns of 6.1 
percent and 2.7 percent respectively. In domestic equities, all managers were ahead of their 
benchmarks in their since-inception numbers. The international equity managers were ahead 
since inception as well. The only underperformer since inception was Dimensional.   
 
The fixed income portfolio was up 1.2 percent year to date. Core fixed income reported returns 
of 1.3 percent year to date. Emerging fixed income was down -0.1 percent year to date due to 
currency challenges. Bridgewater, the best performer in the portfolio, returned 6.3 percent year 
to date.       
 
Mr. Humphreys also presented an update from Westwood regarding team promotions. NEPC 
recommended upgrading the firm’s status to no action.  
 

Administrative Report 
 
Fire election nominations will close on March 27 with the election taking place shortly 
thereafter. Results may be available by the next board meeting. Staff members have planned 
retirement seminars for the end of May and early June. Retirements are trending up for the 
year, said Mr. Peterson.    
 
The meeting ended at 1:25 p.m. The next meeting will take place April 10.  
 

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


