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Board of Trustees  

Minutes of November 20, 2018, 
Meeting 

 
 

 
Members Present:  John Hammond, Howard Brown, William DeHoff, Jennifer Gilbert-Duran, 
Mark Hartzell, Mary Lu Hughes, Alan Hyatt, Karin McQuade, Rick Napolitano,                          
Ande Rhodes, Leroy Wilkison 
 
Member Excused:  M. Kathleen Sulick 
 
Staff Present:  Anne Budowski, Beth Zimmerman 
  
Guests:  Bob McManama, Paul Podolsky, Nicole Schmidt, Cheryl Stober, 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 12:15 p.m. by Mr. Hammond.  
 
Minutes 
 
Mr. Wilkison motioned to approve the minutes of the October 16, 2018, minutes.                          
Mr. Hartzell seconded, and the board approved the minutes.    
 

Investment Committee 
 

Loomis Sayles 
Bob McManama, Cheryl Stober   
 
Rising interest rates have created the perfect environment for Loomis Sayles bank loans, said                                 
Mr. McManama. Loomis Sayles is a global firm that offers comprehensive products to 
institutional investors around the world. The firm has $267.3 billion in assets under 
management.  
 
In early 2019, Loomis Sayles will merge with McDonald Investment Management, a 
municipal bond business that manages $11 billion. Mr. McManama also announced the 
retirements of Ken Buntrock, the head of the Loomis Sayles global group, and Kevin Perry, 
co-lead for the bank loan group. 
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The bank loan portfolio has focused on the BB- market since inception. The fund also has a 
higher portion of BB investments than its index and no exposure to second-lien loans.  
Managers rely on fundamentals, looking for high-quality companies that can maintain interest. 
These and other strategies have provided greater protections this year than other credit 
markets.   
 
Looking ahead, Ms. Stober said Loomis Sayles expects a positive credit environment for the 
next few years. The firm predicts another interest rate increase in December and four more 
hikes in 2019. Growth should be 2 1/2 percent next year with inflation contained at 2 1/2 
percent. Managers do not anticipate many defaults, said Ms. Stober. Loomis Sayles has not 
seen a default in this account since October 2009. The firm, however, has noted a greater 
amount of refinancing.  
 
Prior to the midterm elections, Loomis Sayles began reducing its health care holdings in the 
fund. In technology, managers continue to identify a number of software opportunities.  
Turning to performance, Ms. Stober said bank loans were down only 6 basis points in October 
whereas most investments took a hit due to market volatility. The fund reported 3.24 percent 
net for the year versus 3.68 percent for its benchmark. Outperforming above fees in the current 
environment remains a challenge, said Ms. Stober.  
 
Bridgewater 
Nicole Schmidt, Paul Podolsky 
   
Bridgewater has $162 billion in assets under management. The firm reported no changes to the 
senior investment team.   
 
Since investing with Bridgewater more than 16 years ago, the county pension system has 
earned $170 million in accumulated net profit. Bridgewater currently manages $241 million 
for the county. The majority of that amount is in the all-weather strategy. About 25 percent of 
the capital is in the pure alpha, tactical-trading portfolio. Noting a challenging year for assets, 
Ms. Schmidt said the entire mandate is down roughly about 70 basis points. The passive beta 
fund earned -1.9 percent year to date while the alpha portion added 2.5 percent for a total 
performance of -0.7 percent net year to date. 
 
Mr. Podolsky said the alpha portfolio’s long-term performance is down from an expected 4.7 
percent to 4.1 percent because the firm took slightly less risk until this year. Further, markets 
didn’t move very much. The firm remains positioned for stock prices to decline as the federal 
reserve signals increasing interest rates. Bridgewater is long on U.S. bonds and short many 
foreign currencies against the dollar. Diversification and tactical bets will play a key role in  
riding out turbulent markets, said Mr. Podolsky.  
 
 
New England Pension Consultants  
Keith Stronkowsky  
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Slowing growth, rising interest rates and other factors led to a one-month performance of -4.3 
percent in the county’s “flash” report for the period ending October 31. The majority of the 
county’s stocks were down 8 to 10 percent, said Mr. Stronkowsky. Bonds were down a little 
less.  
 
Domestic equities had a performance of -8 percent for the month. The benchmark was                     
down -7.8 percent. Growth managers such as Chartwell protected value during the month with 
returns of -12 percent versus the benchmark’s -12.7 percent. Value managers struggled a bit. 
International equity and emerging market portfolios continue to feel the effects of currencies 
as well as slower growth. Emerging market manager Dimensional offered protection with 
returns of -8.4 percent against the benchmark’s -8.7.    
 
Bonds were down as well due to low interest rates but did protect some capital, said                       
Mr. Stronkowsky. The core and non-core composites reported -0.8 percent and -0.9 percent for 
the month. In Global Asset Allocation, Bridgewater’s all-weather portfolio was down -2.9 
percent. The tactical pure alpha portfolio bet against the stock market and returned 6 percent 
for the month and 10 percent year to date.  
 
Reviewing the Executive Performance Report for the third quarter of 2018, Mr. Stronkowsky 
noted the portfolio’s composite market value of $1.9 billion as of the end of September. 
Performance at that time was up 2.2 percent year to date with since-inception returns of 7.8 
percent. The second quarter Private Equity Review showed a total value to capital call ratio of 
1.32 percent. The internal rate of return (IRR) since inception in October 2005 was 8.63 
percent. 
 

Administrative Report 
 
Ms. Budowski reported 13 retirements for November. Staff have completed the fall retirement 
seminars. Open enrollment remains in full swing. Staff continue to process 401(a) transfers 
from the pension system over to the new retiree savings plan. Ms. McQuade reviewed 
financial statements for the nine months ended September 30. 
 
The meeting ended at 2:00 p.m. The next meeting will take place December 18, 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 


