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Board of Trustees  

Minutes of March 20, 2018, 
Meeting 

 
 
 
Members Present:  John Hammond, Howard Brown, Jennifer Gilbert-Duran, Alan Hyatt,   
Rick Napolitano, Ande Rhodes, Leroy Wilkison 
 
Members Excused:  Jay Cuccia, Mark Hartzell, Mary Lu Hughes, Karin McQuade,              
M. Kathleen Sulick, Jim Thomas 
 
Staff Present:  Janet Morgan, Anne Budowski 
  
Guests:  Marcus Axthelm, Erika Bode, Jim Charles, Nicholas Fedako, Rhett Humphreys, 
Clark Koertner, Kris Seets 
 
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 12:13 p.m. by Mr. Hammond.  
 
Minutes 
 
Mr. Napolitano motioned to accept the minutes of the February 20, 2018, meeting.                         
Ms. Gilbert-Duran seconded, and the board approved the minutes.    
 

Investment Committee 
 
Dimensional  
Marcus Axthelm, Jim Charles  
 
Dimensional has 1,200 employees and about $577 billion in total assets under management. 
The firm has named Savina Rizova and Marlena Lee as co-heads of research. 
 
Dimensional uses market information to design portfolios around four premiums: stocks 
versus bonds, small instead large companies, value will outperform growth securities over 
time, and more profitable securities will outperform less profitable securities over time.    
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Dimensional’s investment style has faced headwinds for some time due to a persistent 
outperformance of growth relative to value in the marketplace, said Mr. Charles. Even so, 
managers expect long-term investors to outperform. Responding to a question from                          
Mr. Hammond, Mr. Axthelm pointed out that although the value premium has been negative 
for the last few years, this phenomenon has occurred before. The portfolio will always stay 
invested in value stocks no matter how markets perform. The expectation remains the same: 
value stocks should have higher expected returns than growth stocks.    
 
The county invests in Dimensional’s Emerging Markets Value Portfolio, a broadly diversified 
fund that seeks to add value across all aspects of the investment process. Dimensional 
maintains a country cap of 17.5 percent to mitigate risk. The index, for example, holds nearly 
30 percent in China while Dimensional’s portfolio maintains a holding percentage of 16.7 
percent. China’s outperformance will detract from relative performance compared to the index. 
If China does not do well, the country cap will help the portfolio. The country cap should not 
have a huge effect in the long term. 
 
Reviewing performance, Mr. Axthelm said emerging markets outperformed both U.S. markets 
and developed markets outside the United States. However, large-cap value securities 
underperformed large-cap growth securities by about 24 percent. Across all time periods, 
however, Dimensional has beaten the value benchmark. The fund reported since-inception 
returns of 6.67 percent versus 4.09 percent.  
 
Further, during the last 10 calendar years, Dimensional has beaten the value benchmark in 6 
out of those 10 years, yet another strong result given the negative value premium, said          
Mr. Axthelm. Detractors included the country cap as China was the best performing country 
during that time period. Dimensional remains well-positioned to take advantage of the value 
premium. Value securities will not continue to underperform but change remains hard to 
predict, said Mr. Axthelm.  
 
Segall Bryant & Hamill  
Nicholas Fedako, Clark Koertner 
 
Small cap manager Segall Bryant & Hamill (SBH) offered a similar perspective on value.  
Overseeing funds for the county since June 2017, SBH has $12.4 billion in assets under 
management. Mr. Koertner reported no staff changes on the international equity team. The 
firm will acquire Denver Investment Advisors at the end of April 2018.     
 
SBH seeks healthy, quality companies that are priced relatively less expensively than their 
peers. Mr. Fedako reported good returns on an absolute basis in 2017. The portfolio’s focus on 
value, however, weighed on relative returns.  
 
The fourth quarter market overview for international small caps showed Japan leading the way 
with strong export growth. Australia reported record low unemployment. Mr. Fedako noted 
positive, balanced sector returns with information technology out in front.  
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SBH remained in line with the index at the end of the third quarter but began to feel the effects 
of a value lag during the fourth quarter. Overall, value underperformed by 5.6 percent in 2017. 
SBH aims to manage through various economic cycles and keep portfolios from trailing 
significantly during headwinds. Value has actually underperformed during the last seven years 
by about a percent. The portfolio, however, currently remains well-positioned versus growth 
stocks, said Mr. Fedako.  
 
New England Pension Consultants  
Rhett Humphreys    
 
Global equity markets were down in February, said Mr. Humphreys, noting composite         
one-month returns of -2.6 in the flash report for the period ending February 28, 2018. Even so, 
the county had a year-to-date composite performance of 0.5 percent, and the equity markets 
posted some positive numbers in March.  
 
In the flash report, domestic equities were up about 1 percent year to date. International 
equities reported -4.9 percent for the month and -0.4 percent year to date. In the emerging 
markets sector, Dimensional was up 3.7 percent year to date despite a -4.7 percent pullback in 
February. The firm posted returns of almost 25 percent net of fees during the last 12 months. 
 
 Mr. Humphreys reported a similar story in fixed income for the month. Core fixed income 
was down -1.8 percent year to date. Non-core fixed income was up 0.8 percent for the same 
time period. Diversifying with emerging market equities and debt helped the county’s portfolio 
during the first two months of 2018. In Global Asset Allocation, Bridgewater’s all-weather 
portfolio was down -1.8 percent year to date while the alpha piece returned 7.7 percent.  
 
Mr. Humphreys also presented Section A of the county’s investment policy statement to 
formally codify asset allocation changes unanimously approved by the board during the 
February meeting. 
 
Mr. Hammond reported on a change to the TCW/Crescent partnership agreement to facilitate a 
deal in the firm’s Fund VII.  The pension system invests in Fund V and VI. The change to the 
agreement will make follow-on investments easier. NEPC reported no concerns.        
 
MOTION: Mr. Hyatt motioned to agree to changes in the partnership agreement for TCW 
Crescent Mezzanine Fund V and Crescent Mezzanine VI to give the firm additional flexibility. 
Mr. Napolitano seconded, and the board unanimously passed the motion.  
 

Administrative Report 
 
Bolton Partners presented details on its Pension Portal online system. The portal, which allows 
Bolton to move paper statements onto a Website, has received great feedback from counties 
that have implemented the tool. Bolton expects the county’s portal to go live in July.  
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Ms. Budowski followed up by reporting 9 retirements for the month. Pension staff members 
have scheduled retirement seminars in May and June. Staff also will offer seminars for those 
eligible for the 401(a) plan. 
 
The meeting ended at 1:45 p.m. The next meeting will take place April 17, 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 


