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Board of Trustees  
Minutes of December 19, 2017, 

Meeting 
 
 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Jennifer Gilbert-Duran, 
Mark Hartzell, Alan Hyatt, Mary Lu Hughes, Karin McQuade, Ande Rhodes, M. Kathleen 
Sulick, Leroy Wilkison 
 
Members Excused:  Rick Napolitano, Jim Thomas 
 
Staff Present:  Anne Budowski, Janet Morgan 
  
Guests: Sean Callahan, Russell Greig, Rhett Humphreys, Erin Doyle Orekhov,             
Jefferson Puckette, Julia Roberts, Zack Weiss, Chris Wilson                
 
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 12:03 p.m. by Mr. Hammond.  
 
Minutes 
 
Mr. Hyatt moved to adopt the minutes of the November 21, 2017, meeting. Mr. Hartzell 
seconded the motion, and the board approved the minutes.    
 

Investment Committee 
 
BlackRock    
Sean Callahan, Jefferson Puckette  
 
BlackRock’s Strategic Income Opportunities (SIO) Fund continues to generate consistent, 
attractive returns across all market environments while retaining the risk profile of a traditional 
fixed income investment. BlackRock has managed funds for the county pension system for 3 
years. Through November 30, the flexible SIO fund reported year-to-date returns of 4.4 
percent net of fees compared to benchmark returns of 3 percent. 
 
SIO’s diversified approach across a variety of sectors has driven the fund’s performance since 
its inception in March 2010. Managers allocate on the basis of the current market environment 
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to approach fixed income in an unconstrained, nontraditional way. The fund has a low duration 
profile of 1.95 years with a yield of 3.4 percent.  
 
Noting a healthy domestic backdrop and strong global growth, Mr. Puckette said central banks 
are turning less accommodative as easy monetary policies come to an end. BlackRock 
managers, for example, expect the Federal Reserve to hike interest rates three or four times 
next year. As these changes put upward pressure on rates, a flexible strategy will benefit the 
fund’s performance. The search for yield also will require intense security selection. Managers 
will continue to perform bottoms-up due diligence across sectors to find the best risk-adjusted 
returns.   
 
Based on the themes driving fixed income markets, managers will remain defensive on 
developed market duration in the United States and the Eurozone. The fund holds a core 
allocation to income-producing securities that have less sensitivity to the rest of the market. 
BlackRock also has a high-conviction view on emerging markets. Indonesia, for example, has 
cut rates 150 basis points this year, said Mr. Puckette. In commercial mortgage backed 
securities, managers have avoided brick-and-mortal retail, which have been hurt by the focus 
on online sales. The fund also holds a core allocation to credit. In high-yield credit, managers 
seek idiosyncratic stories that are less sensitive to the market.   
 
 Implications of the tax bill remain unknown, Mr. Puckette added. In the near term, managers 
expect pro-growth results but the economy could see a slowdown in 2019-2020. 
 
Apollo 
Zack Weiss, Julia Roberts   
 
As a globally integrated platform, Apollo has $240 billion in assets under management. 
Collaboration among Apollo’s credit, private equity and real estate teams leverages intellectual 
expertise and industry knowledge to enhance performance. Since inception, the firm has 
delivered a gross internal rate of return (IRR) of 39 percent and a net IRR of 25 percent. The 
county invests in Apollo’s Fund VIII and Fund IX.   
 
Fund managers offer deep expertise across nine core sectors ranging from consumer and 
leisure businesses to cyclical manufacturing and industrial shops. Fund VIII, launched in 2013, 
continues to report good returns with a 29 percent gross IRR as of September 2017 and a 19 
percent net IRR. Ms. Roberts also reported a gross multiple of 1.5x for this young fund.   
 
Reviewing the market environment, Ms. Roberts noted continued global growth across regions 
undergirded by monetary easing since the financial crisis. The United States is entering its 
ninth year of recovery. Unemployment is down to 4.1 percent and inflation remains muted. 
Global equity markets continue to climb despite tail risks and natural disasters, and private 
equity multiples remain at all-time highs, said Ms. Roberts. As a value investor, Apollo put 
Fund VIII to work at an average creation multiple of about 5.7x, which allowed the firm to 
manage a much less levered portfolio. These efforts create value and achieve multiple 
expansion as managers look for creative ways to purchase quality businesses at a discount.  
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Taking lessons from previous funds into Fund VIII, managers continue to focus on 
opportunistic buyouts, which include complicated platform buildups and public-to-private 
transactions such as Protection 1 and ADT. The Fresh Market deal builds on Apollo’s history 
of investing in grocery businesses. As this sector faces the impact of Amazon and Whole 
Foods, Apollo managers seek a niche, unique space that focuses on fresh produce, prepared 
foods and a fast/casual theme. Meaningful operational work must occur over the next few 
years before Apollo sells this business, said Ms. Roberts. Managers plan to invest Fund IX in 
early 2018.  
     
Voya 
Russell Greig, Erin Doyle Orekhov, Chris Wilson  
 
Voya has managed a fixed income account for the county for more than 30 years. The county 
has had an equity portfolio for about 25 years. Mr. Wilson recently joined the fixed income 
team. Mr. Greig reported no other staff changes.    
 
Mr. Wilson began with a discussion on current market themes. Managers expect U.S. growth 
as high as 3 percent in 2018 and will continue to keep an eye out for inflation. China must 
continue to manage an economic slowdown as it transitions to a more consumer-led economy. 
Growth in emerging markets, however, will remain robust. 
 
In response, Voya remains neutral to positive on corporate bonds and negative toward agency 
mortgage-backed securities. Managers, however, are finding attractive opportunities in 
commercial mortgage backed securities. The firm is mindful of subprime auto borrowers but 
doesn’t see meaningful deterioration in this area.  
 
Fixed income’s one-year performance was 1.58 percent versus the benchmark’s 0.9 percent. 
Sector allocations drove performance as Voya maintained overweights to investment grade 
corporates and an underweight to agency mortgages. Holdings in investment grade corporates 
also have come down, said Mr. Wilson. Managers expect two or three rate hikes in 2018 and 
plan to maintain dry powder to take advantage of sell-off opportunities.  
 
The equity portfolio has kept pace with the market year to date, said Ms. Orekhov. Voya 
reported 24.80 percent through October 31st, just slightly behind the benchmark’s 25.4 
percent. Reviewing market sectors, Ms. Orekhov noted that technology was up 40 percent 
while consumer discretionary struggled. Voya successfully navigated consumer staples by 
avoiding such troubled stocks as Coca-Cola and Kroger’s supermarkets, which took a hit from 
the Amazon/ Whole Foods purchase. In health care, not owning Vertex Pharmaceuticals 
detracted from performance. Managers hope the portfolio is in a good position for a          
much-needed market correction.  
  
 
New England Pension Consultants  
Rhett Humphreys    
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Mr. Humphreys noted year-to-date composite returns of 14.1 percent in the “flash” report for 
the period ending November 30. The since-inception return was 7.9 percent, ahead of the 
actuarial target of 7.5 percent.  
 
Sharing more good news, Mr. Humphreys said global risk worked year to date. The total 
equity composite of 22.4 percent year to date included domestic returns of 19.1 percent, an 
international equity performance of 24.4 percent, and emerging market equity returns of 29 
percent.  
 
Total fixed income performance was 5.3 percent year to date. Core fixed income returned 4.1 
percent for that time period while non-core fixed income earned 6.2 percent. The benchmark’s 
performance was 3.1 percent year to date. PIMCO drove non-core performance with returns of 
10.7 percent against the benchmark’s 10.5 percent year to date. Bridgewater was up 6.9 
percent year to date. The all-weather portion was up 8.7 percent. The hedge fund portion, year 
to date, was positive at 2 percent.  
 
Mr. Hammond noted that Southeastern has a 22 percent holding in CNX Resources, slightly 
exceeding its limit of 20 percent. Mr. Humphreys reported no concerns. The pension board, by 
acclamation, recognized and approved Southeastern’s 22 percent holding in CNX.    
 
The next Investment Committee meeting will occur in February.    
 

Administrative Report 
 
Ms. Budowski highlighted a spike of 20 retirements for December, including 15 from the 
employees’ plan. Mr. Hammond reported on a county council hearing regarding a bill to create 
a Defined Contribution Plan. The meeting ended at 1:35 p.m. The next meeting will take place 
January 16, 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 


