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Board of Trustees  
Minutes of May 16, 2017 

Meeting 
 
 
Members Present:  John Hammond, Howard Brown, Jennifer Gilbert-Duran, Alan Hyatt, 
Karin McQuade, Rick Napolitano, Ande Rhodes, M. Kathleen Sulick, Leroy Wilkison 
 
Members Excused:  Jay Cuccia, Mark Hartzell, Jay Middleton, Jim Thomas   
 
Staff Present:  Anne Budowski 
  
Guests:  Veronica Amici, Ellen Cammer, Ignacio Galaz, Rhett Humphreys, Yinyin Wu 
 
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 12:15 p.m. by Mr. Hammond.  
 
Minutes 
 
Mr. Hyatt moved to approve the minutes of the April 18, 2017, meeting. Mr. Napolitano 
seconded the motion, and the board approved the minutes.    
 

Investment Committee 
 
PIMCO 
Ignacio Galaz, Yinyin Wu  
 
PIMCO reported positive news on various fronts during its presentation. The firm, which has 
experienced some changes and turbulence, brought new CEO Manny Roman on board in 
November 2016. What’s more, managers see good performance across all of the firm’s 
strategies. PIMCO has $1.51 trillion in assets under management.     
 
The county pension system invests in PIMCO’s Emerging Markets Full Spectrum Fund, which 
was up 12 percent in 2016. The portfolio is off to a good start in 2017 with returns of 7.1 
percent. Trade wars were a concern after the 2016 U.S. elections, and managers saw some 
impact in emerging markets during the fourth quarter. However, concerns about President 
Trump’s policies abated, and emerging markets rebounded, said Mr. Galaz. Key performance 
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drivers in emerging markets include interest rates, currencies and the fundamentals of 
individual countries.  
 
Emerging markets benefit from a number of global factors; however, PIMCO cannot paint this 
sector with a broad brush. Managers must conduct extensive research and select the right 
countries. Mexico has done well in the midst of talk about trade wars with NAFTA and the 
border wall. Brazil also has reported strong performance as political turbulence has stabilized.   
 
Providing more details on the turnaround in this sector after the difficult period between 2013 
and 2015, Ms. Wu said oil stabilized in 2016 and circumstances improved in Brazil. Those 
positive changes have continued into 2017.  
 
PIMCO remains bullish on this asset class going forward. Managers note steady commodities 
prices and a stable environment in China. The portfolio is neutral to relatively overweight 
within emerging markets local debt. PIMCO maintains an underweight on EM corporates. 
With an overweight to external debt, managers are taking some risk off the table following the 
recent rally.   
 
Emerging markets are risky so managers continue to do their homework, add resources and 
beef up efforts to deliver returns, said Ms. Wu. PIMCO has added two hires to the portfolio 
staff, and managers completed 60 country visits last year to see what is happening on the 
ground. As global demand remains on an uptick, this sector will attract investors.  
 
Western Asset 
Veronica Amici, Ellen Cammer  
    
Counterintuitive views played a role in Western Asset’s portfolio this year. Based in 
California, the firm has more than $430 billion in assets under management, all of it in fixed 
income. Ms. Amici reported the addition of a high yield analyst to the portfolio management 
team.  
 
Western Asset has outperformed the index over all time periods. Even in the midst of low 
yields, the portfolio team has successfully identified sectors and securities and maintained 
nonconsensus views on rates that have added to performance. Reviewing the attribution 
analysis for the period ending March 31, Ms. Amici noted that the negatives sectors, namely 
duration and commercial mortgage backed securities, offset other strategies and added 
diversity to the portfolio.   
 
During the first quarter of 2017, investment grade and high yield credit boosted performance. 
The emerging markets sector brought a bit of diversity and helped returns as well.  
 
The firm’s most nonconsensus view is that it is long duration. Western Asset maintains a 
macro view on the world with sector allocations and individual issues. A long duration in 
treasury provides balance during risk-off environments. The firm’s unusual perspective 
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benefited the portfolio, said Ms. Cammer. Western Asset won’t get everything right all the 
time but the firm seeks to create an all-weather portfolio that can perform in any cycle. 
  
Managers expect the Fed to take an extremely gradual approach toward more normal interest 
rates due to lackluster growth. Investors may see interest rates move in June due to low 
unemployment numbers, a strong dollar and good financial conditions. Another move could 
occur in September or December, said Ms. Cammer. Western Asset managers still see 
opportunities to maintain some weightings and overweightings. The firm likes the financial 
sector, and future policies will likely benefit corporate America. 
      
New England Pension Consultants 
Rhett Humphreys  
 
Prior to Mr. Humphrey’s presentation, Mr. Hammond reported on the May 11 Investment 
Committee meeting and another meeting on May 16 prior to the full board meeting.   
Portfolio manager Southeastern asked for a waiver to purchase Fairfax, a Canadian insurer that 
trades on the Toronto Stock Exchange. The Investment Committee approved the request.  
 
The Investment Committee also recommended terminating GMO, which has a portfolio 
balance of $100 million. The committee further recommended investing $90 million with new 
portfolio manager Segall Bryant and Hamill, a Chicago firm with a quantitative approach. The 
Investment Committee interviewed the firm on May 16. The board will invest the remaining 
$10 million in Causeway. 
 
In response to questions from Mr. Napolitano, Mr. Humphreys recommended terminating 
GMO because the firm got a new CEO within the last year, made some radical structural 
changes, then made additional changes within the last few weeks in response to performance. 
NEPC has lost confidence in what will happen going forward, said Mr. Humphreys. 
 
MOTION: Mr. Wilkison made a motion to give Southeastern permission to invest in 
Canadian insurer Fairfax. Mr. Hyatt seconded, and the  board approved the motion.                
Mr. Wilkison also moved to terminate GMO and invest $90 million with Segall, Bryant and 
Hamill. The board will invest $10 million with existing manager Causeway.    
Mr. Hyatt seconded, and the board unanimously passed the motion.    
 
The “flash” report for the period ending April 30 reported composite year-to-date returns of 
6.1 percent. All domestic equity managers outperformed net of fees year to date, and since 
inception all the domestic equity managers are ahead net of fees.  
 
The international equity composite is up 10.1 percent year to date. GMO was behind its 
benchmark, Causeway was ahead 10.5 percent to 10 percent, and Lazard underperformed 9.5 
percent to 10 percent. GMO is going out on a high note with since-inception numbers of 8.5 
percent against the benchmark’s 8.1 percent. In emerging market equity, Dimensional beat its 
benchmark 15 percent to 13.9 percent year to date. Dimensional also is ahead of its benchmark 
since inception. 
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In fixed income, all the managers were ahead of their benchmarks year to date, said                 
Mr. Humphreys. In the Global Asset Allocation Composite, Bridgewater was up 3 percent 
year to date. The all-weather portion of the portfolio reported 3.9 percent. The alpha portfolio 
was 0.7 percent. 
 
Mr. Humphreys also provided an abbreviated Executive Performance Report and the Fourth 
Quarter 2016 Private Equity Review.  
 

Administrative Report 
 
Ms. Budowski reported 13 retirements for May. For June 1, three Deferred Retirement Option 
Plan (DROP) payments will be more than $1 million. Retirement seminars are now taking 
place throughout the county, Ms. Budowski added.     
  
In other news, Ms. Gilbert-Duran was re-elected to the board. The board will need to fill Jay 
Middleton’s seat after the June meeting.  
  
The meeting ended at 2:08 p.m. The next meeting will take place June 20, 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 


