
 
Audio Associates 

301/577-5882 

 
 
 
 

 

Board of Trustees  
Minutes of Dec. 11, 2015 

Meeting 
 
 
Members Present:  John Hammond, Howard Brown, Jay Cuccia, Mark Hartzell, Alan Hyatt, 
Jay Middleton, Julie Mussog, Rick Napolitano, Ande Rhodes, M. Kathleen Sulick,            
Leroy Wilkison 
 
Members Absent:  Jennifer Gilbert-Duran, Jim Thomas 
  
Staff Present:  Tom Mullenix 
  
Guests:  Shayan Hussain, Dan Meade, Keith Stronkowsky  
 
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 12:09 p.m. by John Hammond.  
 
Minutes 
 
Mr. Cuccia made a motion to approve the minutes of the November 13, 2015, board meeting.   
Mr. Hyatt seconded the motion, and the board approved the minutes.  
 

Investment Committee 
 
Apollo  
Dan Meade 
 
Apollo is in its 25th year with $162 billion in assets under management. The firm works across 
multiple asset classes, investing in credit, real estate and private equity within mostly 
developed markets. Contrarian and opportunistic, Apollo put $6 billion to work during the 
financial crisis. 
 
Apollo’s consistent strategy relies on value investing and good communication between its 
equity and credit divisions. Focusing on industry sectors rather than asset class also helps the 
firm identify buyouts, carve-outs and distressed investments at any time during the market 
cycle. Apollo has net internal rate of return of 25 percent.  
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Reviewing the economic environment, Mr. Meade noted that another turbulent cycle may be 
starting now as contagion from the energy market spreads into other areas. Those challenges 
will play into Apollo’s strengths in the distress arena. Private equity multiples also remain at 
an all-time high. After a period of remaining on the sidelines and investing capital cautiously, 
managers have recently begun to venture into commodities and other areas more aggressively. 
 
The county has invested in Apollo’s $18.4 billion Fund VIII,  a 2013 portfolio that continues 
to deploy funds. The firm has committed $6.1 billion so far. Mr. Meade expects 20 to 30 
percent of the fund will be in distressed investments. Managers have allocated 20 percent of 
the fund to natural resources and 14 percent to financial services.  
 
Fund VIII investments so far include Tranquilidade, an insurance carve-out in Portugal, 
Carige, an insurance carve-out in Italy, and Nova KBM, a European bank. Verallia, a glass 
packaging business out of a French conglomerate, adds a recession-resilient business to the 
fund. Mr. Meade predicted active investing during the next two years. 
 
Blackrock  
Shayan Hussain   
 
Seeking to make money in a difficult fixed-income environment, Blackrock maintains its focus 
on returns, stability and proactive risk management. 
 
With $4.51 trillion in assets under management, Blackrock is the largest asset manager in the 
world. Half of those assets are in passive equity. The firm deploys the rest among various 
fixed income portfolios as well as private credit markets and alternative sectors. Mr. Hussain 
reported no personnel or ownership changes. 
 
The firm manages $1.45 trillion in a variety of global fixed income assets. Managers seek 
areas of the market that provide the most attractive risk/return opportunities during periods of 
high volatility. Rather than seeking larger bets in one or two areas of the market, managers 
want a diversified, balanced portfolio that offers consistency over time.    
 
For Blackrock’s Strategic Income Opportunities (SIO) Fund, managers focused on reducing 
risk at the start of 2015. The United States has seen strong job growth, with unemployment at 
about 5 percent. Anticipating the federal government would increase interest rates, Blackrock 
expected volatility and the need for increased liquidity.  
 
As a result, 35 percent of the (SIO) portfolio is in cash while 3.8 percent is in high yield. 
Managers like real-estate related assets but have avoided the energy sector. And as the rest of 
world continues to cut interest rates, Blackrock has taken advantage by allocating exposure to 
non-U.S. portions of the market, particularly European credit. Managers, however, have 
avoided emerging markets. In the current environment, security and sector selection remain 
important as tactical firms such as Blackrock look for opportunities.     
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New England Pension Consultants 
Keith Stronkowsky 
 
Returns for the month were negative but not horrible, said Keith Stronkowsky in reviewing the 
“flash” report for the period ending November 30. Everything was down except for U.S. 
equities, and 70 percent of the plan is in other kinds of assets. As a result, the plan saw a 
performance of -0.4 percent for the month. Year-to-date performance was flat due to such 
managers as Southeastern in the equity space and PIMCO in emerging market debt. 
  
In domestic equities, Voya added value for the month with returns of 1 percent versus the 
benchmark’s 0.3 percent. Southeastern reported -0.4 percent for the month as it continues to 
suffer from concentrated holdings in energy. GMO and Causeway struggled in the 
international equity space. Lazard, however, added nearly a percentage point in that sector 
with a one-month return of -0.7 percent against a benchmark of -1.6 percent. For emerging 
markets, Dimensional was in line with its benchmark as it reported a performance                   
of -3.9 percent. 
 
Looking at core fixed income, Mr. Stronkowsky noted that Western Asset, Voya Fixed Income 
and Aetna General all added value for the month and provided downside protection. In high 
yield, Penn Capital should offer some protection as well. The manager returned -1.7 percent 
for the month versus the benchmark’s -1.4. For Global Asset Allocation (GAA), Bridgewater’s 
all-weather portfolio was down for the month at -1.6 percent. The more tactical portfolios, 
Pure Alpha and Pure Alpha Major Markets, showed good returns for the month with 1.3 
percent and 4.4 percent respectively. Year-to-date, these two portfolios have enjoyed double 
digit returns. 
 
The investment committee will meet in February. 
 

Administrative Report 
 
An upcoming pay increase has boosted staff activity in the pension projection area. A number 
of employees will join the Deferred Retirement Option Program (DROP)  February 1.            
Mr. Mullenix expects the trend to continue through the spring. Staff expected Pension Points 
to go out December 15. Staff also scheduled a valuations planning meeting with Bolton 
Partners for the 15th.       
 
The meeting ended at 1:35 p.m. The next meeting will take place January 8, 2016. 
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I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
__________________________________                                        ____________________ 
Andrea M. Rhodes                                                                                           Date                  
Secretary to the Board  


