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Board of Trustees  
Minutes of May 15, 2015, 

Meeting 
 
 
Members Present:  John Hammond, Jay Cuccia, Jennifer Gilbert-Duran, Alan Hyatt,            
Jay Middleton, Julie Mussog, Andrea Rhodes, M. Kathleen Sulick, LeRoy Wilkison 
 
Members Excused:  Howard Brown, Jim Thomas 
 
Staff Present:  Janet Morgan, John Peterson 
  
Guests:  Veronica A. Amici, Ignacio Galaz, Christopher T. Getter, Rhett Humphreys,          
Mark S. Lindbloom 
 
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 12:14 p.m. by John Hammond.  
 
Minutes 
 
Ms. Sulick made a motion to approve the minutes of the April 10, 2015, board meeting.         
Ms. Mussog seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Western Asset 
Veronica A. Amici, Mark S. Lindbloom  
 
2014 was a good year for Western Asset, which enjoyed a strong outperformance without 
taking on any extra risk. With offices around the globe, the firm has about $455 billion in 
assets under management. Ken Leech became chief investment officer in April 2014. Western 
Asset named Mike Buchanan as deputy chief financial officer in April 2015. 
 
The county’s portfolio reported a one-year performance of 6.7 percent versus the benchmark’s 
5.7 percent. The firm captured these returns while taking risks very similar to the benchmark, 
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said Ms. Amici. The portfolio has outperformed its benchmark for all time periods since 
inception.  
 
Diversification contributed to the outperformance given that Western’s managers don’t see a 
lot of economic growth in the U.S. market. Agency mortgage-backed securities, non-agency 
mortgages and investment-grade credit benefited the portfolio, and staying underweight to 
some currencies helped as well. Western will stay underweight to agency securities and 
remains cautious about the industrial portion of the investment grade corporate market. Mr. 
Lindbloom noted that managers continue to debate when interest rates will increase.    
 
Western will maintain its tactical approach as managers adapt to volatility and illiquidity 
during the long term. Global interest rates have risen, and the firm anticipates modest rate 
increases in the U.S. market. In response, managers have started to purchase long-term 
treasuries to add further diversification and interest-rate sensitivity to the portfolio. The 
outlook for the remainder of the year is that growth is improving. Responding to a question 
from Mr. Middleton, Mr. Lindbloom said the portfolio continues to hold 14 percent in cash 
while managers wait for good opportunities. The amount in cash is slightly higher than normal 
but managers want to keep cash available because of the poor liquidity in the market.  
 
PIMCO  
Ignacio Galaz, Christopher T. Getter 
 
The county’s relationship with PIMCO started five years ago with the firm managing an 
emerging markets external portfolio. Last year, the county moved to a different strategy: the 
Emerging Markets Full Spectrum Fund. Mr. Galaz reported strong year-to-date performance.  
 
Organizational changes within PIMCO haven’t affected the emerging markets sector. CIO Bill 
Gross left the firm in September 2014. PIMCO, however, continues to add talent, hiring 30 
portfolio managers within the last 12 months. PIMCO also hired Ben Bernanke to serve as one 
of three advisors. The emerging markets team now includes 23 portfolio managers. 
 
Since the county’s move to the full spectrum fund, several issues have buffeted emerging 
markets: oil price shock, the threat of the federal government raising interest rates and the 
strength of the U.S. dollar. Local currency-denominated debt, which makes up half of the 
portfolio, was down -5.7 percent in 2014, which hurt the county’s returns. In contrast, the 
dollar-denominated portion of the portfolio had a performance of 5.5 percent. Emerging 
market corporate debt returned 5.7 percent.     
 
Other issues affecting this sector included the slowdown in China, which impacts emerging 
market exports. PIMCO also made a few wrong bets on Brazil and Russia. Russia’s 
performance, in fact, caused at least half of the underperformance in the portfolio, said          
Mr. Getter. The firm, however, performed well in April. Indeed, some of the markets that hurt 
the portfolio show signs of returning in 2015, demonstrating the benefit of staying power.  
New England Pension Consultants 
Rhett Humphreys 
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Mr. Hammond reported that the Investment Committee met May 7 but made no 
recommendations. Mr. Humphreys gave the full board an abbreviated version of the Q1 2015 
Executive Performance Report provided to the Investment Committee.  
 
The county earned 2.8 percent net of fees for the first quarter. Rated against the universe of 
public funds that NEPC tracks, the county ranked in the top 10 percent. Better yet, the county 
reported 8.6 percent for its five-year return and 8 percent for its since-inception performance 
net of fees, beating its actuarial target of 7.5 percent.  
 
The Fourth Quarter 2014 Private Equity Review showed that since inception in October 2005, 
the county committed $205 million to private equity through December 31, 2014. Of those 
commitments, $112 million has been called from the county, $56.6 million has gone back to 
the county, and $86.5 million is still in the ground, said Mr. Humphreys. Altogether, the 
county’s since-inception internal rate of return is 8.14 percent, ahead of the public equity 
markets and better than the actuarial rate of return of 7.5 percent. 
 
The “flash” report for the period ending April 30 reported that the county was up 1.5 percent 
for the month, bringing the year-to-date number to 4.4 percent and the long-term rate of return 
to 8.1 percent, all net of fees. After a year of negative returns, emerging markets are up 10 
percent for the month versus a benchmark of 7.7 percent.  
 
Core fixed income was down -0.2 percent for the month. All the managers, however, 
outperformed their benchmarks. In emerging fixed income, PIMCO was up 2.9 percent for the 
month. Bridgewater’s two hedge funds were down -1.2 percent and -4.5 percent for the month 
but show since-inception numbers of 22.2 percent and 14.9 percent respectively.   
  

Administrative Report 
 
Mr. Wilkison won re-election for the fire plan trustee seat. The staff will send out nomination 
letters for the employees’ plan nonrepresented seat, Mr. Cuccia’s position. Ms. Sulick’s term 
will come to an end soon. An ex officio slot remains available.  
 
In other news, the staff is finishing up the cost of living adjustment (COLA) file to make the 
July 1 COLA payments. Benefits statements will go out in June or early July for active 
employees. And as part of negotiations, legislation was introduction to add the detention and 
deputy sheriffs’ public safety members to the Deferred Retirement Option (DROP) plan.   
Ms. Morgan also distributed the financial statement for the period ending March 2015. 
 
The meeting ended at 1:50 p.m. The next meeting will take place June 12. 
 

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


