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Board of Trustees  
Minutes of March 21, 2017 

Meeting 
 
 
 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Jennifer Gilbert-Duran, 
Mark Hartzell, Alan Hyatt, Karin McQuade, Jay Middleton, Jim Thomas, Leroy Wilkison 
 
Members Excused:  Ande Rhodes, M. Kathleen Sulick 
 
Member Absent:  Rick Napolitano    
 
Staff Present:  Anne Budowski, Janet Morgan 
  
Guests:  James G. Charles, Emily Cornell, James Farrow, Rhett Humphreys, Drew Spangler  
 
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 12:08 p.m. by John Hammond.  
 
Minutes 
 
Mr. Middleton moved to approve the minutes of the February 21, 2017, meeting. Mr. Thomas 
seconded the motion, and the board approved the minutes. 
 

Investment Committee 
GMO 
James Farrow, Drew Spangler 
 
The county pension system shifted its portfolio to GMO’s Fundamental International Active 
Team in May 2016. Also in 2016, CEO Brad Hilsabeck retired. New CEO Scott Hayward 
joined the firm in February. Reviewing last year’s portfolio returns, Mr. Farrow said Brexit 
contributed to underperformance during the second quarter of 2016. The portfolio had better 
returns in the third quarter.       
 
Looking at GMO’s value investment strategy, Mr. Spangler said the county’s portfolio team 
focuses on overlooked opportunities. Good judgment and fundamental research help the team 
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identify strong investment ideas, and a long investment horizon lets managers take advantage 
of market corrections.  
 
Companies in the portfolio must generate positive free cash flow, provide cash distributions to 
shareholders and maintain low debt. These companies typically aren’t very early-stage,              
high-growth businesses. As a result, the market remains skeptical of growth opportunities and 
underestimates these companies, said Mr. Spangler. GMO managers must clearly understand 
why they think differently than the market and look for ways to minimize risk. Value investing 
tends to be more defensive and protective in bear markets, Mr. Spangler added. 
 
Japanese stock selection benefited the portfolio during the second half of 2016. The private 
equity firm KKR acquired Calsonic Kansei, an auto parts supplier. Tadano manufactures 
cranes.    
 
On the negative side, Brexit affected stocks in the United Kingdom. A few cyclical UK stocks 
had exposure to the recovery in London housing and faced a hard market sell-off immediately 
after Brexit. As a result, GMO sold the Berkeley Group and the Travis Perkins 
buildings/materials supplier. The portfolio still maintains two UK companies. In fact, GMO 
continues to buy more of the UK business Topps Tiles.   
 
GMO also has an overweight to France, where managers continue to find opportunities. That 
weight should go down over time as portfolio holdings reach thesis and fair value. In addition, 
some of the cheapest small-cap stocks in the world today are in Japan, said Mr. Spangler. 
Managers have noticed a buyback trend in Japan, which should be a structural tailwind for 
Japanese equities. Emerging markets have value as well. Reviewing industry sectors,            
Mr. Spangler said GMO has a significant overweight to financials, primarily in insurance. 
Spreads have widened between cheap and expensive stocks, so GMO expects to profit from 
the current market climate. 
 
Dimensional  
James Charles, Emily Cornell  
 
Dimensional continues to enjoy a strong turnaround after a period of rocky performance. The 
firm ended the year with $460 billion in assets under management. That number has since 
grown to $496 billion.  
 
Mr. Charles provided several firm updates. The new building for the Charlotte location will 
open in 2018. In addition, founder David Booth has stepped away from day-to-day 
involvement. Dave Butler will move into a co-CEO role with Eduardo Repetto.  
 
Even as it faced market difficulties during the past few years, Dimensional did not change its 
stripes. Historically, in the emerging markets sector, small-cap stocks have outperformed large 
cap, value securities have outperformed growth securities, and more-profitable securities have 
outperformed less-profitable securities. These market characteristics do not occur every year. 
Over the long term, however, investors appreciate Dimensional’s strategy.   
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The county’s emerging markets portfolio maintains about 2,300 names, so no one stock drives 
performance. Instead, managers rely on the portfolio’s construction to get the best returns. The 
firm also limits exposure to various countries to provide diversity while reducing risk. China’s 
limit of 17.5 percent of the portfolio influenced performance.  
 
Reviewing returns for the year, Ms. Cornell noted that small-cap value stocks reported strong 
outperformance during the one-year period and the year-to-date period. Year-to-date returns 
were 11.15 percent versus the benchmark’s 8.70 percent, marking an excellent start to 2017.  
One-year returns were more than 10 percent ahead of the benchmark.  
 
Dimensional also has outperformed in every time period despite the headwinds in the value 
sector. 35 years of relying on this strategy have shown that value markets can turn quickly, as 
demonstrated in 2016, said Ms. Cornell. An underweight to China also contributed to 
performance. Patient investors have reaped the returns, said Ms. Cornell, and managers were 
pleased that their approach delivered results.      
 
New England Pension Consultants 
Rhett Humphreys 
 
Prior to Mr. Humphrey’s presentation, Mr. Hammond reported that the Investment Committee 
met March 20 to discuss investments in emerging markets. NEPC recommends investing in  
Apollo Global Management’s Fund IX. The pension system previously invested in Fund VIII. 
The Investment Committee recommends deploying $35 million, the entire private equity 
allocation for calendar year 2017, into Fund IX, which has a target size of $20 billion.             
Mr. Humphreys provided a presentation booklet that included a market survey and details on 
Fund IX.    
 
MOTION: Mr. Wilkison made a motion to affirm the Investment Committee’s 
recommendation to invest $35 million in Apollo’s Fund IX. Mr. Cuccia seconded, and the 
board unanimously passed the motion.  
 
The monthly “flash” report for the period ending February 28 showed composite returns of 1.6 
percent for the month. Year-to-date financial composite returns were 3.9 percent. Domestic 
equities reported 5.1 percent year to date. All of the domestic managers outperformed during 
the first two months of the year except for one, said Mr. Humphreys. Since inception, 
however, all the domestic equities managers are ahead. 
 
All the managers in the international equities sector struggled during the first two months of 
the year. Year to date the composite had returns of 3.4 percent. In emerging market equities, 
Dimensional was up 11.1 percent year to date, well ahead of the benchmark’s 8.7 percent. For 
the year the firm is up 40 percent. 
 
The bond portfolio returned 1.9 percent year to date. Core fixed income was 1.2 percent for 
that time period whereas non-core fixed income reported 2.3 percent year to date. Bridgewater 
was up 2.2 percent year to date. The beta portion returned 2.9 percent. The hedge fund piece 
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was 0.3 percent for the first two months of 2017. The county has made a strong start to the 
year, said Mr. Humphreys.  
         

Administrative Report 
 
With 139 retirements for the year so far, and with three months left to go, the county is on 
track to exceed last year’s retirement number of 147, said Ms. Budowski. Most of the 
retirements seem to come from the employee’s plan.   
 
In other news, the election process has begun for Ms. Gilbert-Duran’s seat. Ms. Budowski also 
discussed life insurance changes that occur after age 65. The county will send out statements to 
retirees paying for life insurance.    
  
The meeting ended at 1:25 p.m. The next meeting will take place April 18, 2017. 
 

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


