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Sentinel Investment Committee Meeting 22 January 20 13  
(No. 19) 

 
Minutes  

 
  Location:  Premier Asset Management offices, Guildford 
 
Attendees:   
Ben Armstrong (BA) Adviser Business Solutions 
Jon Foster (Chair) (JFo) Adviser Business Solutions 
David Stamp (DS) Adviser Business Solutions 
Mike Reidy (MR) Adviser Business Solutions 
Steve McVey (SM) (FM presentations) Headley Financial Services 
Mike Hammond Premier Asset Management Ltd 
  
In attendance:  
Toby Ricketts (TR) Margetts Fund Management Ltd 
John Husselbee (JH) North Investments 
Nick Roberts (NR) North Investments 
Paul Smith (PS) Premier Asset Management Ltd 

 
1. Apologies 

Joe Freire/Frank Blackmore 
 
2. IC preliminary discussion  

Defaqto work was satisfactory on the whole.  Recommendations were reviewed 
later in the meeting 
 

3. Minutes of last meeting matters arising 
•••• Matters arising 

o Margetts resource fund allocation – currently over-valued by 40% in TR 
view 

o Longer term average TER: the website/factsheets should be checked and 
changed to reflect the reduced AMC in the January report 

o It was agreed that the risk ratings, particularly for the Defensive Fund, 
were misleading.  The perceived volatility might reduce at the 5-year point 
when it will relate directly to the fund rather than the index (assets).  
Agenda for review after May 

•••• Action points: 
o Enterprise/Universal fund managers’ mutual attendance at presentations 

to be reflected in agenda  
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4. Sentinel Enterprise Fund Manager’s Report  
(Toby Ricketts of Margetts Fund Management joined the meeting) 
•••• Some of the points highlighted from the questionnai re 

o £700m now under management.  
o The process of bringing the fund into line with Margetts strategy continued 

during the quarter and is now complete. 
o Some changes have been made to asset allocation – EMs have gone up 

from 19  - 24% at the expense of UK/cash. 
o The slightly elevated cash position remains in place with the intention of 

reducing cash on days of falling markets.  
o The optimism around equities is not necessarily based on rising long-term 

profits.  The current investment climate increases the likelihood of asset 
bubbles due to the poor return from cash. 

o  Government bonds and gold are examples of bubbles and equity 
markets may also move into this category.  a 

o Earnings are not expected to grow significantly in the near future and this 
is not necessary to support further equity rises. 

o Asian and Emerging market equities are likely to give better returns than 
Western markets due to higher economic growth, lower debt and 
favourable demographics with a consumption culture continuing to 
develop, 

o US will continue to spend but will have to do so on projects for long-term 
benefit rather than on short term socio-economic area but it has yet to 
address its austerity needs. As spending cuts take effect the US stock 
market may begin to lag other developed markets. 

o The prospect of a fourth summer of falling markets may require a 
defensive reaction  

o Given the high level of government involvement in banking/debt, fund 
managers need to make decisions with both political and financial issues 
in mind 

o Generally good performance during the quarter 
o Defensive actions may have impeded performance since there has been 

continued upward growth however defensive qualities still considered 
attractive given the possibility of negative shocks. 

 
•••• Points highlighted from the presentation: 

o QE will wind down towards the end of the year 
o BASEL III rules – re-regulation of banks will hopefully improve the 

functionality of banks and lead to their lending again 
o The current economic climate is one of re-entering an inflationary cycle, 

with the European crisis past its worst 
o River & Mercantile – it is difficult to dispose of this stock except in small 

batches to avoid a dilution levy 
o The allocation snail trail appears to have some errors in the historical data 

but it was not felt worth correcting 
o Unforeseen short-term shocks will continue to happen 
o Technical analysis:  Asian market has produced good results – overall TR 

is happy with the portfolio 
 
TR remained in the meeting to hear the report from JH/NR 
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5. Sentinel Universal Fund Manager’s Report  (John Husselbee/Nick Roberts of 
North Investment Partners joined the meeting) 
• Points of highlighted from the questionnaire/presen tation:  

o Two major changes during the quarter – in October, the reduction of US 
short duration/high yield credit and increase of gold equity and in 
November, the reduction of US, European and global equity and addition 
of index linked gilts.  Also, in December switched away from mid-large 
cap growth/quality into large cap value within Japan. Achieved by selling 
existing holdings and switching into GLG Japan Core Alpha. The currency 
hedged share class was purchased. 

o Sold index-linked at +4 which subsequently increased further on the “no 
change” RPI announcement 

o 4th quarter will be about liquidity-driven trading 
o Continue to hold CATCo as a diversifier.   This is re-insurance (highest 

risk, low frequency, high cost) and its structure was explained, particularly 
in respect of its “pillars” of risk and its limited obligation to pay out more 
than once from any particular “pillar” for a disaster/loss recurrence.  Allied 
to increased premiums, this has the potential for very high yield 

o Now have more confidence in European equities especially in relation to 
US (more expensive) 

o Overall equity exposure is in line with the benchmark 
o Majority of Q4 over-performance has come from regional equity 

positioning and fund selection eg holding currency hedged share class in 
Japan 

o Blackrock European Dynamic might be the subject of further investment.  
Some discussion ensued about the relative holdings of this fund in both 
the Enterprise and Universal funds and the need to be aware then there is 
such a cross-holding.   JH expressed the view that it might be more 
relevant to view the balance between funds at asset class level rather 
than at fund level.  It was agreed that it might be worth looking at all three 
funds to see where the top asset allocations lay and then “slicing” it 
geographically 

o Some risk has been taken off the table 
 
JH/NR/TR left the meeting 

 
6. Sentinel Defensive Fund Manager’s Report (Paul Smith of Premier Asset 

Management joined the meeting) 
•••• Points highlighted from questionnaire/presentation:  

o This Fund continued to perform strongly and outstripping cash yet 
maintaining very low levels of volatility; a third the level of volatility of Gilts 
and a much smaller fraction of equity markets 

o Structured products have performed very well amidst rising markets, 
volatility at a 5 year low, and credit spreads, specifically financials, much 
tighter 

o Returns will be harder to achieve following a general squeeze in low risk 
investments– the yield on corporate bonds highlight this. 

o Burford continues to disappoint with unnecessary volatility but litigation 
exposure has been managed well, on the whole 

o Inland Homes: the rationale and process for this investment was 
explained. The first zero dividend preference share issue from a Trading 
company. The Company specialises in brownfield development sites in 
the South-east of England 
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o Exposure to investments without a fixed life and fixed entitlement might 
increase over the next few quarters although nearly all investments have 
a degree of predictability due to factors such as corporate actions, 
discount controls and shareholder activism 

o The meeting discussed the possibility of allowing this fund to generate an 
income distribution and it was agreed that this would be acceptable, 
provided that it was low and that sufficient notice were given to allow 
timely communication with investors.   The fund prospectus should be 
checked in this respect 

o PS agreed to present to IFS Advisers 
 
PS left the meeting 

 
7. Review of fund management 

• It was agreed that North Investment Partners (JH) were no longer under 
review and that this should be communicated to him 

• Although it was still early to assess TR performance, the situation was 
currently satisfactory and his weekly reporting mechanism (diary notes) was 
most helpful 

• It was agreed that a more frequent, “off the peg” report should be solicited 
from the two other fund managers, the trigger for which would be significant 
new purchases, outright sales and significant events/new departures.  
Premier will ensure that ABS are on the distribution list for Multi-Asset and 
Scopic reports and these will then feature on the ABS intranet 

 
8. Review of recommendations in Defaqto draft repor t and next steps 

The recommendations of the Defaqto report were considered.   
 
Recommendation 1:”visit from the regulator….. recom mend that the 
following documents are readily accessible to facil itate such a visit” 
 
a) The rationale for changing from the old proposition  to the new 

proposition  
o There is a need to document why redemptions and purchases are at their 

current level.  Also need to emphasise that the amount of funds under 
management have remained the same 

o The possibility of producing separate reports for “A” and “B” classes will 
be investigated 

o Check KIDDs to make sure OCF reflects new AMC 
 

b) The process for appointing managers (and evidenc e of following that 
process) 
o Need to produce one document or folder that pulls together all strands of 

the appointment process including material on appointment from the 
original fund documentation, the process around due diligence etc and 
manager review/replacement process.   

o The documentation on the process around the substitutes list should also 
be brought up to date.  The starting point is the universe of multi-asset 
fund managers, notated to indicate whether the IC or any of its members 
has met an individual, whether any documentation exists etc.  Once a 
replacement process is triggered, the list would be used for the initial 
screening process to draw up a short-list of candidates for interview.    

o This should all be kept on the Sentinel website under the “due diligence” 
section 
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o It was noted that the whole review/reappointment process could take up 
to nine months, including period under review and notice period 

 
c) Up to date terms of reference for the investment  committee with an 

addition to show the requisite skills required 
ToRs for IC to be readily to hand 
 

d) Evidence of comparing against the rest of the ma rket ie competitive in 
terms of cost and potential outcomes 
It was considered that this was more an IFS than an IC issue.  This work is 
done at the blended portfolio level.  Policy on benchmarking to be readily 
available 
 

Recommendation 2: “Management information is collec ted on an ongoing 
basis………..” 
This work is in hand in ABS 
 
Recommendation 3: “…evidence of the discussions aro und risk is fully 
documented on each client file………..” 
This is covered by the risk questionnaire etc.  See also response to 
Recommendation 5 
 
Recommendation 4: “The process for creating the fun d manager shortlist is 
driven from the IC” 
This is covered in the response to Recommendation 1(a) above 
 
Recommendation 5: “The appropriateness of the Defen sive Fund, given the 
client’s investment knowledge and experience is con sidered in any 
ongoing file monitoring work………..” 
The issue of quantifying volatility and risk is not confined to the Defensive Fund.  
Many fund managers are now using alternative assets and an industry-wide 
approach to the regulators would be a desirable step in establishing a more 
realistic evaluation of these factors in relation to new types of asset.  In terms of 
the Defensive Fund itself, the manager produces a quarterly report and 
communicates regularly to investors through seminars.  The meeting discussed 
producing an “Investment Risk Explained” booklet for investors which contained a 
brief description of all asset classes and risk attributable to each, together with a 
description of each fund composition and its associated volatility 
 
Recommendation 6: “To ensure that the risk budget o f the blended 
portfolios is maintained, we suggest…….” 
 
a) Agreement is reached by the three managers on th e method of 

calculation for volatility 
Three benchmarks are already in place.  This will be the volatility measure to 
be used 

b) Each manager submits this figure monthly to a me mber of the 
investment committee 
Volatility data is considered quarterly as part of the IC 3-month review 
process 

c) Parameters are set so that action is necessary i f the figures move 
outside the specified range 
The IC needs to be able to demonstrate that it is taking action at a blended 
portfolio level. by use of the composite benchmark etc. 
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d) This information forms a part of the quarterly p resentation by the fund 
manager to the investment committee 
This process is already in place 
 

Recommendation 7: “Specific responsibilities for mo nitoring are allocated 
to individual committee members.  In this was, know ledge of certain 
specialised investments can be developed so that a rigorous challenge of 
the fund managers can be achieved”  
The IC felt that it would be more helpful to allocate one member to monitoring 
each fund.  This member would lead the IC discussions on this fund at IC 
meetings, having specifically prepared for the meeting by identifying any issues, 
challenges or points of interest.  Accordingly 
o Mike Reidy will be the IC member for the Enterprise Fund 
o David Stamp will be the IC member for the Universal Fund 
o Jon Foster will be the IC member for the Defensive Fund 
 
Recommendation 8: “Defaqto suggests that both the F unds, and the 
Blended Solutions are compared regularly and consis tently with…..” 
This is covered in the response to Recommendation 1 (d) 
 
Recommendation 9: “Given the risk approach, perhaps  all funds and 
blends should have a LIBOR+ benchmark, at least for  client 
communication”  
The IC strongly rejected this recommendation.   Defaqto will be asked to explain 
this point further 
 
General  
It was agreed that, for the purposes of fully documenting this review and its merit 
for any future regulatory enquiries, a full point by point response should be drawn 
up for Defaqto, together with actions and next steps, including the objection to 
Recommendation 9.  A final report should then be agreed by all parties and 
issued by Defaqto.   
 

9. Transition of assets to Aviva 
There is no longer a requirement for the three fund managers to keep elevated 
cash balances in this respect.  TR, JH and PS were all informed of this during the 
meeting 

 
10. Any other  Business 

There was no other business 
 

11. Actions 
•••• Reduced TER:  MH to check and update website MH 
•••• Enterprise/Universal FMs’ mutual attendance at 

presentations to be highlighted to RA 
BA 

•••• Agenda item for July: review risk rating of Defensive Fund 
after 5-year point.  RA to be informed 

BA 

•••• Defensive Fund prospectus to be checked re income 
distribution 

PS 

•••• PS to supply potential dates to attend ABS offices PS 
•••• JH to be informed that he was no longer under review JF 
•••• JH to be asked to communicate more frequently on an 

informal basis as per Minutes Item 7 
JF 
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•••• ABS to be put on distribution lists for Premier reports as per 
Minutes Item 7 

MH 

• Actions associated with Defaqto recommendations: 
Rec #   

Rationale for levels of redemptions/purchases to be 
drawn up (see minute) 

JF 

Possibility of producing separate reports for “A” and 
“B” to be investigated 

MH 

1 (a) 

Check KIDDs to make sure OCF reflects new AMC MH 
BA to ask RA to trawl through fund documentation to 
pull together the appointment and review process 

BA 

Documentation on the due diligence work 
undertaken to be provided 

MH 

1 (b) 

Annotated list of the “universe” of fund managers to 
be drawn up.  RA to be asked to do this 

BA 

1 (c) Ensure ToRs for the IC are to hand (RA) BA 
1 (d) BA to ask RA to ensure policy on benchmarking is 

readily available 
BA 

5 “Investment Risk Explained” booklet to be pulled 
together 

JF/MH 

6 (a) MR to explain this to RA MR 
7 MR, DS and JF to take responsibility for IC 

discussions as per minute 
MR/DS/JF 

9 IC’s objections/rationale to be communicated to 
Defaqto, with request to provide an explanation 

BA 

General  Point by point response for Defaqto to be drawn up, 
together with actions/next steps  

BA 

 
 
12. Date of next meeting:  23 April 2013 


