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Board of Trustees  
Minutes of April 11, 2014, 

Meeting 
 

 
 
Members Present:  John Hammond, Jennifer Gilbert-Duran, Alan Hyatt, Jay Middleton,     
Julie Mussog, M. Kathleen Sulick, Jim Thomas, LeRoy Wilkison  
 
Members Excused:  Howard Brown, Karen Cook, Jay Cuccia      
 
Staff Present:  John Peterson, Janet Morgan 
 
Guests:  Michael Bennett, Robert DeConsini, Dave Ballard, Carlton Epps, Tom Lowman, 
Tom Rosalanko, Kristopher Seets, Tom Smith, Keith Stronkowsky, Sarah Van Ness    
 
Recorder:  Laura 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 12:17 p.m. by John Hammond.  
 
Minutes 
 
Mr. Wilkison made a motion to approve the minutes of the March 14 board meeting.              
Ms. Sulick seconded the motion, and the motion passed unanimously. 

 
Investment Committee 

 
Lazard 
Michael Bennett, Robert DeConsini 
 
A focus on quality stock selection helps Lazard excel during difficult economic markets. The 
firm has $167.5 billion in assets under management and more than 650 employees in offices 
worldwide. Lazard has managed an international equity portfolio for the county for about eight 
months. Valued at  $28.1 billion, this portfolio has about 60 stocks and maintains a 40 percent 
turnover rate. 
  
2014 has been sluggish so far with flat share prices after a strong 2013. Japan has struggled, 
and geo-political risk has increased, led by events in Russia. Further, emerging markets have 
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seen negative headlines although they remain attractive investments. The markets could be 
choppy during the next few quarters, said Mr. Bennett. On  positive note, however, Europe is 
improving, particularly Greece, Italy, Ireland and Portugal. Further, Russia is less than 1 
percent of the portfolio. Overall the county saw returns of 1.31 percent for the first quarter 
versus the index’s performance of 0.66 percent. Since-inception returns are 10.61 percent 
against the benchmark’s 11.67 percent.  
 
Reviewing sector holdings, Mr. Bennett noted value in consumer discretionary stocks. 
Technology indexes took a hit. Lazard remained underweight to financials during the quarter, 
which added to outperformance as managers avoided trouble spots. And despite negative 
opinions about emerging markets, Lazard has uncovered such winners as Estacio, an 
undervalued Brazilian education company with strong returns. In addition, companies such as 
the UK-based Unilever offer indirect exposure to emerging markets as well. Lazard continues 
to look for stocks that will do well despite the economy. 
 
GMO 
Tom Rosalanko, Tom Smith  
 
2103 was a strong year for GMO with performance up 27.08 percent. GMO has managed an 
international small-cap fund for the county for 10 years. The county has enjoyed $60 million 
in gains during that time, said Mr. Smith, noting that consistent fund management and good 
compounding help the county meet its objectives.  
 
GMO benefited from market uncertainty and bottoms-up opportunities in Europe, where 
stocks were cheap. The firm is overweight in France, Germany, Italy and Spain. Top French 
holdings include automaker Peugeot and retailer Casino Guichard-Perrachon. Japan is still a 
story in the making but last year GMO saw a strong rally in that country.  
 
As demand slowed in China, GMO avoided countries geared toward materials, such as 
Australia and Canada. Instead, managers focused on cyclicals and consumer discretionary 
stocks. GMO maintains slight overweights in telecom and utilities. The firm remains 
underweight to financials.   
 
GMO seeks to improve returns by moving away from momentum and putting more focus on 
value. The firm also wants to include more forecasting in its market security selection. In 
response to a question from Mr. Hammond, Mr. Rosalanko said these changes may increase 
turnover in the portfolio in the short term.  
 
Causeway 
Sarah Van Ness 
 
Continuing the international theme, board members also heard from Causeway, which has 
managed funds for the county for about a year. The firm has $30 billion in assets under 
management. The International Value Strategy, in which the county is invested, is Causeway’s 
longest-running strategy, dating back more than 20 years through predecessor firms.  
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Returns for the portfolio since inception are 17.63 percent versus the benchmark’s 14.73 
percent. Causeway reported five-year returns of 21.08 percent against the benchmark’s 16.56 
percent. Managers expect much more moderate returns going forward, said Ms. Van Ness. The 
county’s portfolio, International Value Group Trust, includes 16 participants and about 60 
stock holdings. Managers look for companies with a $1 billion market cap. 
 
Causeway has significant exposure to European-listed countries. Almost 75 percent of the 
portfolio is in the euro-zone. The firm has no holdings in Australia and selective holdings in 
Japan.  
 
Regarding industry attribution, Causeway saw strong performance in insurance as well as in 
transportation due to returns from a few airline stocks. Positive returns in the materials sector 
came from chemical companies as well as businesses such as a beverage can manufacturer 
rather than commodities. The firm is underexposed to consumer stocks. Weak performance 
occurred in energy. However, Causeway remains optimistic about opportunities in this sector 
as well as in European autos. Managers also expect positive returns from Nikon, which 
provides high-end lens, and KEPCO, a Korean power company.  
 
New England Pension Consultants 
  
Mr. Stronkowsky reported one-month returns of 0.4 percent and quarterly returns of 1.7 
percent in the flash report for the period ending March 31. Choppy returns during the past few 
months, however, means that volatility is returning to the market. Under domestic equities, 
Chartwell and Wedge added value for the month. Overall, small caps added to the portfolio 
while large caps contracted. In emerging market equity, Dimensional reported returns of 4.5 
percent for the month.  
 
In fixed income, volatility has come out of the market, and all the core fixed income managers 
added value. In emerging fixed income, PIMCO underperformed its benchmark with returns of 
0.8 percent versus 1.3 percent, but money has begun to flow back into that sector as markets 
have settled down. In Global Asset Allocation, Bridgewater’s all-weather portfolio has 
stabilized as well compared to last spring during discussions about fed tapering.    
 
The Investment Committee will meet Friday, May 2.  
 

Administrative Report 
 

Mr. Lowman from Bolton Partners presented recommended changes for board approval. 
Bolton Partners recommends lowering the 8 percent return assumption to 7.5 percent and 
using a shorter amortization period for new amortization bases. The county would now 
amortize new gains and losses over a 20-year period.  
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MOTION: Mr. Middleton made a motion to accept all the proposed changes from Bolton 
Partners. Ms. Sulick seconded the motion, and the board passed the motion unanimously. 
   
In other news, Mr. Peterson will now serve as the acting personnel officer. Also, two 
additional retirement seminars will be available. Interest in retirements remains high although 
there is no uptick in actual retirements.   
 
The meeting ended at 2:21 p.m. The next meeting will take place May 9.  
 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
 
_______________________________                                                            ___________ 
John Peterson                                                                                                    Date 
Acting Secretary to the Board  


