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Sentinel Investment Committee Meeting 24 July 2012   
(No. 17) 

 
Minutes  

 
  Location:  Premier Asset Management offices, Guildford 
 
Attendees:   
Ben Armstrong (BA) Adviser Business Solutions 
Jon Foster (Chair) (JFo) Adviser Business Solutions 
Mike Hammond (MH) Premier Asset Management Ltd 
Mike Reidy (MR) Adviser Business Solutions 
Matt Sedgley (MS) Adviser Business Solutions 
Frank Blackmore (FB) Headley Financial Services 
Sarah Legge Headley Financial Services 
Joe Freire (JFr) JMF-FS 
  
In attendance:  
Laurence Boyle Williams De Broë 
Mike Husselbee North Investments 
Paul Smith Premier Asset Management Ltd 

 
1. Apologies 

David Stamp 
 

2. Minutes of last meeting matters arising 
• Matters arising: 

o Due diligence work has been proceeding to enable the appointment of a 
new Sentinel Enterprise Fund Manager, following the termination of the 
services of Williams De Broë.  Margetts have proved satisfactory in most 
respects save for the apparently late realisation that the use of 
Bloombergs was mandatory, despite early indications that this was a 
given.  A conference call is scheduled for 25 July 2012 between Premier 
Asset Management, Margetts and Bloombergs to try to establish a way 
forward.  It would seem unlikely that Bloombergs would allow Margetts to 
trade on the Premier Asset Management licence, and so the issue is 
whether Margetts are prepared to make the financial investment in the 
Bloomberg system.     
If talks with Margetts do not establish a basis for exchange of contracts, 
Premier Asset Management would have to pick up the fund management 
baton from 1 September 2012, when the arrangement with Williams De 
Broë ends, until a new fund manager is appointed. 
MH will report by email to all attendees after the telecon on 25 July 
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o ACD reports:  MH has alerted everyone to the increased redemption and 
purchase activity that will result from the migration of all existing clients to 
the Aviva wrap.  This migration will take place over a 6-month period and 
it is planned that there should no Capital Gains Tax implications.  The 
extended time frame is to allow the Sentinel Defensive Fund manager 
time to deal with closed end vehicles without penalty 

• Action point still outstanding: 
John Husselbee to produce a summary “3 years on – what next?” 

 
3. Sentinel Enterprise Fund Manager’s Report (Laurence Boyle of Williams de 

Broë joined the meeting) 
 
LB tabled a number of charts in support of his report/presentation.  He spoke to 
these papers and to his presentation, highlighting in particular: 
• That Q2 had been tough 
• The over-arching themes were still emerging markets, gold shares, large cap 

growth markets, the zero position in Japan and Europe 
• Equity income is now being seen at nearly 2.5% from sectors not historically 

producing income eg gold and technology 
• The fund remains fully invested 
• Papers tabled: 

o attribution analysis 
o Sentinel Investment Fund as a mirror of the performance of the equity 

income class 
• Hexam proved the worst performing fund over the quarter but was the best 

the previous quarter 
• LB outlined the Fund’s Q2 performance and stressed that success lay in 

outperforming during an up-turn as there will definitely be under-achievement 
as markets pull back 

• 1-year performance had been affected by constant set-backs 
• It would be interesting/helpful for fund managers to produce discrete annual 

as well as discrete quarterly performance figures  
• Negatives were emerging markets and commodities 
• The outlook was of low interest rates/further QE stimulus, emerging markets 

outperforming developed markets over the longer term 
• LB will produce a report at the end of August to reflect the final situation upon 

hand-over 
 
LB left the meeting 

  
 

4. Sentinel Universal Fund Manager’s Report 
(John Husselbee of North Investment Partners joined the meeting) 
 
JH spoke to his presentation, highlighting the overriding issues in his opinion as 
being: 
• US:  

o the concern that US growth can continue, 
o the wisdom of the monetary fiscal policy being pursued  
o the absence of any spending cuts 
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o unemployment was falling  
o the Bush tax cuts will present a “fiscal cliff” at the end of the year if not 

renewed – Presidential candidates have, as yet, not given a clear 
indication that this will happen 

o the US housing market is benefiting from cheaper mortgages and high 
rents, making house purchase more attractive 

o US demographics show more young people staying in education longer 
with implications on unemployment and  provision of welfare benefits 

• Eurozone:   
o whether the ECB’s loans to banks were sufficient  
o the rejection in reality of austerity measures by Greece, France and 

Holland 
o Germany has relaxed its approach in allowing rescue funds to go direct to 

banks and may decide to allow QE (which would have the effect of 
lowering currency, which would also be in Germany’s favour) 

• UK: 
o the “shareholder spring” on executive pay was overshadowed by the 

Libor affair 
o commodity prices continue to fall 

• Emerging markets:   
o concerns over China’s ability to maintain growth at 6-8% 

• Gold yields, bunds, treasuries continue to  move further downwards in 
anticipation of a global recession 

• Europe is still reactive rather than proactive 
• Equity investors are showing more confidence than bond investors 

 
In terms of the fund’s performance: 
• During Q2 gilts/bonds have performed quite well but emerging 

markets/commodities have not.   In terms of UK assets, gilts and corporates 
are on track, but equities have not performed with defensive classes rallying 
In Q2 the fund underperformed by a considerable margin as the significant 
rally in the last 2 days of the quarter are not reflected in the figures due to the 
delay in fund pricing 

• Since launch the fund has performed above the sector average 
• Changes in asset allocation:  the beta in the portfolio has been lowered and 

some money has been put into dollars.  Eclectica has performed in line with 
gilts/Neptune sold - Blackrock bought (potential to be more flexible).  The 
current asset allocation is underweight on equities and gilts, diversified asset 
classes are constantly being sought 

• YTD:  gilts have performed well in last quarter, other asset classes have out-
performed YTD.  

• Look-through analysis:  
o fixed interest/low duration gives protection against interest rate rises 
o credit ratings:  very little in As, majority in Bs  
o the fixed interest portfolio is quite “punchy” – any higher weighting would 

increase volatility within the portfolio 
o lower beta than benchmark 

• Gilt performance:  increased around 20% cf. equities at 5%.  Any further 
increase in gilts would require prevailing negative interest rates.  Gilts are 
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predominantly owned by government, foreign investors and British banks 
totalling 75% of the gilt market which is not selling at present 

 
• In terms of risks: 

o the ECB does not effectively become the “lender of last resort” 
o the Eurozone:  there needs to be a demonstration that there are adequate 

resources to guarantee sovereigns, which would help banks/regions in 
each country.  Bunds would go up in anticipation of debt sharing 

o the Bush tax cuts are not renewed 
o if BoE increases its share of gilts from 35-40%, who will sell? 
o the biggest risk to the portfolio is inflation/best asset class is equities 

(especially over 7-9-10 years) 
o corporate bonds/high yield best value 

  
 JH left the meeting 
 

5. Sentinel Defensive Fund Manager’s Report (Paul Smith of Premier Asset 
Management joined the meeting) 

 
PS talked to his presentation, detailing points of slight under-performance.  PS 
outlined his acquisition strategy and the over-arching aim of maintaining low 
volatility and covered the difficulties encountered with the Burford Capital 
Transactions litigation fund.  He covered his buying policy regarding convertibles, 
structured products, Alternative Investment Strategies, zeros (some uncovered) 
and reported that the Fund price was once again standing at its high point since 
launch. 
 
JFo queried whether the ability to generate income would assist in the fund 
management and PS replied that it might do so, but that his management 
strategies in the main were probably flexible enough 

 
6. Any other  Business 

 
After the meeting was closed JFo suggested that moving forward it would be 
prudent for all attendees to be asked to submit questions to be raised with the 
fund managers 48 hours before the Investment Committee meeting.  This would 
allow the Committee a few days to consider the presentation material and raise 
necessary questions. 
 

7. Actions 
 

• Piece to come from JH re “3 years on: what next?” JH 
• MH to email a sitrep to all attendees after a telecom on 25 July 

between Premier, Margetts and Bloomberg 
MH 

• LB to produce an updated Fund Manager’s Report at the end of 
August 2012 prior to hand-over 

LB 

• Premier Asset Management and Adviser Business Solutions to 
discuss concerns raised by FB and a meeting is to be scheduled 

MH 
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