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Board of Trustees  

Minutes of April 16, 2019, 
Meeting 

 
DRAFT 

 
Members Present:  John Hammond (ex officio), Ben Birge, Howard Brown,                            
Jennifer Gilbert-Duran, Mary Lu Hughes, Alan Hyatt, Jessica Leys, Karin McQuade,                   
Rick Napolitano, M. Kathleen Sulick, Leroy Wilkison  
                 
Member Excused:  William DeHoff  
 
Staff Present:  Anne Budowski, Beth Zimmerman 
  
Guests:  Robert DeConcini, Robert Failla, Rhett Humphreys, Thomas Lowman,                      
Michael Spadaro, Sarah Van Ness 
 
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 12:05 p.m. by Mr. Hammond.  
 
Minutes 
 
Mr. Napolitano motioned to approve the minutes of the March 19, 2019, meeting.                          
Ms. Hughes seconded, and the board approved the minutes.    
 

Investment Committee 
 

Causeway 
Sarah Van Ness  
 
The county has invested in Causeway’s International Value Equity Strategy for about six 
years. The firm has managed this flagship portfolio for nearly three decades. Causeway has 
$53.5 billion in total assets under management, of which $32 billion is invested in this 
strategy.    
 
As an employee-owned firm, Causeway focuses on fundamental, bottoms-up research and 
quantitative analysis to identify stocks and manage risk. Ms. Van Ness reported two staff 
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changes: analyst Steve Nguyen is now a portfolio manager, and Foster Corwith resigned from 
the Investment Team. 
 
The International Value Equity portfolio includes 56 stocks primarily in developed 
international markets. Emerging market exposure remains limited to South Korean companies 
and Chinese companies listed in Hong Kong. Research professionals scour all these markets to 
identify the most undervalued stocks.  
 
With value stocks out of favor, the portfolio faced numerous challenges throughout the year, 
reporting returns of -5.35 percent versus broad market returns of -3.22 percent. The strategy 
modestly outperformed the benchmark value index, which was down -5.56 percent for the 
year. Ms. Van Ness noted that investors ran from cyclical stocks, and holdings that should 
have protected the portfolio did not perform. The firm has seen decent recovery during the first 
quarter of 2019 but a great deal of work remains. Even so, a smaller, concentrated portfolio 
offers greater conviction and better potential for success. Brexit uncertainty also has created an 
investment opportunity.  
 
Reviewing the portfolio more closely, Ms. Van Ness said the county’s portfolio benefited from 
stock selection in software/services and materials. Micro Focus, a UK-listed tech company, 
enjoyed a strong performance during the year. Linde, a German industrial gas business, 
merged with a U.S. counterpart, which caused the stock to rise. Causeway managers see 
continued upside in Linde. Detractors included the food, beverages and tobacco sector. 
Holdings in such European banks as UniCredit also hurt the portfolio. Causeway expects a 
long-term benefit from this investment. Managers continue to focus on restructuring 
companies that seek to improve profits and boost cash flow. Operational improvements and 
low valuations position these companies as attractive investments. Causeway also believes the 
style headwinds are temporary, and managers anticipate a return to normal performance. 
 
Lazard Asset Management 
Robert DeConcini, Robert Failla 
   
Lazard is a global firm with $45 billion in international equity. The firm relies on expertise in 
such sectors as consumer, power, financials, health care and industrials. Mark Little heads 
International Strategic Equity. Environmental, Social and Governance (ESG) analysis remains 
a critical component of Lazard’s investment philosophy as ESG considerations can affect a 
company’s valuation and financial productivity.  
 
Lazard has managed funds for Anne Arundel County since 2013. During that time, the firm 
has continued to outperform its benchmark throughout a range of interesting markets, said      
Mr. DeConcini. Managers reported county returns of 11.48 percent net of fees for the first 
quarter of 2019. A return to fundamentals has produced a more favorable environment for 
Lazard following a low-quality stock rally in 2016. The portfolio remains balanced despite 
Brexit uncertainty due to a focus on stocks rather than macro issues. The portfolio has an 
underweight to Japan and a 7 percent allocation to emerging markets. Sector allocations 
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include an overweight in communication services and underweights in materials and large-cap 
pharmaceuticals.     
 
New England Pension Consultants  
Rhett Humphreys 
 
Mr. Humphreys highlighted one-month returns of 0.4 percent in the “flash” report for the 
period ending March 31. The portfolio saw preliminary quarterly returns of 6.6 percent. In 
domestic equities, growth outperformed value; however, the portfolio remains balanced 
between the two. Chartwell shook up its investment team and reported returns of 6.7 percent 
for the year versus the benchmark’s performance of 3.9 percent. And after struggling for the 
past 18 months, Wedge had a performance of 13 percent for the quarter against the 
benchmark’s 11.9 percent. International equities reported 10.3 percent for the quarter. In 
emerging market equities, Dimensional returned 7.2 percent.  
 
Fixed income was up 3.9 percent net for the quarter. Core fixed income returned 3.2 percent 
versus the benchmark’s 2.9 percent. Non-core fixed income saw returns of 4.4 percent versus 
the benchmark’s 2.9 percent. These returns demonstrate the success of the portfolio’s asset 
reallocation. In the non-core sector, Penn Capital had a performance of 7.1 percent. Emerging 
market debt manager PIMCO returned 4.6 percent versus the benchmark’s 4.5 percent. In 
Global Asset Allocation, Bridgewater saw a total performance of 4.1 percent for the quarter. 
The all-weather portfolio was up 7.6 percent. The hedge fund portfolio posted -5.6 percent. 
Since inception in 2010, however, the hedge fund has averaged 13.5 percent net of fees.   
 
The Investment Committee will meet May 9 at 11 a.m.          
 

Administrative Report 
 
Thomas Lowman from the Bolton actuarial firm presented preliminary valuation results for all 
four of the county’s retirement plans. The total contribution increased from $74,295,077 (28.2 
percent of 2018 payroll) to $81,642,413 (30.7 percent of 2019 payroll). The 2019 valuation 
amounts determine the FY2020 contributions.  
 
Mr. Lowman noted that the return on Market Value basis was about -4.7 percent. The return 
on an actuarial basis was about 4.6 percent. The market value of assets is less than the actuarial 
value by a combined amount of $128 million. The $128 million of net deferred asset losses 
will be recognized in future valuations.  
 
The valuation results also reflect a decrease in the discount rate from 7.50 percent to 7.45 
percent. The change in the discount rate alone increased the county’s contribution by about 
$1.5 million. The Bolton team will attend the May board meeting to review the full valuation 
report.  
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MOTION: Mr. Hyatt motioned for the board to accept Bolton’s recommendations for the 
contribution of the funding of the pension plan for FY2020. Mr. Wilkison seconded,    
and the board passed the motion unanimously.  
 
Bolton also presented the July 2019 cost-of-living adjustment (COLA) increases and 
information regarding lawsuits over actuarial equivalence factors. 
 
In other news, Ms. Budowski reported 9 retirements for April. Staff members continue to 
conduct retirement seminars for all plans throughout the county.    
 
The meeting ended at 1:44 p.m. The next meeting will occur May 21, 2019.  
 

 
 
I hereby certify that, to the best of my knowledge, the foregoing minutes are accurate and 
complete.  
 
 
 
__________________________________                                        ____________________ 
Anne Budowski        Date                  
Acting Secretary to the Board 


