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Sentinel Investment Committee Meeting 23 April 2013   
(No. 20) 

 
Minutes  

 
  Location:  Premier Asset Management offices, Guildford 
 
Attendees:   
Jon Foster (Chair) (JF) Adviser Business Solutions 
David Stamp (DS) Adviser Business Solutions 
Mike Reidy (MR) Adviser Business Solutions 
Frank Blackmore (FB) Headley Financial Services 
Mike Hammond (MH) Premier Asset Management Ltd 
Jo Freire (JFr) JMF Financial Services 
Ben Armstrong (BA) Adviser Business Solutions 
  
In attendance:  
Toby Ricketts (TR) (part) Margetts Fund Management Ltd 
Julia  Whiting (part) Margetts Fund Management Ltd 
John Husselbee (JH) (part) North Investments 
Nick Stanhope (NS) (part) North Investments 
Paul Smith (PS) (part) Premier Asset Management Ltd 

 
1. Apologies 

No apologies received 
 

2. Re-selection of Sentinel Investment Committee  
It was recorded that all members were content to remain on the Investment 
Committee.  
 

3. Additional Member 
Ben Armstrong (Adviser Business Solutions) would also join the committee as a 
member 
 

4. Minutes of last meeting – matters arising 
•••• Website fact sheets have been updated to reflect issues highlighted in action 

points from January meeting 
•••• MH to double check that ABS has been put on the distribution lists for 

Premier reports (multi-asset team) 
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•••• Actions associated with Defaqto recommendations: 
o Recommendation 1(a) 

� Rationale for levels of redemptions/purchases to be drawn up – 
action to be carried forward (see action points below) 

� Action re. producing separate reports for A and B classes – action 
to be carried forward (see action points below) 

o Recommendation 1(b) 
� Documentation re. appointment and review process now put 

together.  Copies to go to JF and FB 
� In order to save wasted effort and in the interests of topicality and 

relevance, it was agreed that an annotated list of “universe” of 
fund managers needs to be put in hand only when a fund manager 
is put under review 

o Recommendation 1(d) 
The meeting decided officially to reject the Defaqto recommendation re. 
benchmarking and that the committee would produce its own 
benchmarking solution.  There was an in-depth discussion which 
continued when TR, JH and NR joined the meeting.  After consideration 
of proposals put forward by TR and other suggestions by JH, the main 
issues identified were: 

 
� That benchmarking purely on volatility was not useful 
� It was agreed that, in order to be in a position to produce a 

counter-proposal for Defaqto, it was necessary to be in a position 
to assemble a report which demonstrates actions taken covering 
the portfolios 

� That it was key to monitor the performance of each portfolio 
against the others in the fund, together with monitoring the 
performance of the fund manager within each fund, giving an 
overview of the relationship between the portfolios on volatility, 
risk and reward 

� That it was necessary to devise a strategic benchmark for each 
fund based on outcomes compared to 

- Libor+ 
- 60/40 
- Active management 

� It was important to identify the appropriate funds for comparative 
purposes and a number of other funds with the same modus 
operandi and strategic objectives would be identified using the 
following criteria: 

- Risk target 
- Market manager 
- Actively managed 
- 3-year record 
- With a range of 3 – 5 funds 

� Benchmarking information should be gathered on asset allocation 
both since launch and for the previous quarter.  Fund allocation 
information for the same periods could then be overlaid.  This 
would help in identifying what needed to be measured. 

� It would be useful to trawl for other sources of benchmarking 
expertise  

� A discussion including all three fund managers to compare 
exposure, volatility and risk would give the committee a better 
overview and this should be facilitated at each meeting 
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� JH and TR will do some preparatory work on identifying 
appropriate funds for comparative purposes 

 
o Recommendation 6 

� The action re. the “Investment Risk Explained” booklet suggested 
at the last meeting will be carried forward and implemented once 
the KIDDS 5-year data is available 

 
5. Sentinel Enterprise Fund Manager’s Report (Toby Ricketts) 

•••• Some of the points highlighted from the questionnaire/presentation 
o The performance of the equities markets in both UK and US have been 

surprisingly strong over the quarter, bolstered by the actions in Europe to 
preserver the Eurozone and in the US to resolve the fiscal cliff issue 

o There has been a slight increase in the fund’s cash weightings 
o Inflation continues to present a risk especially to cash and government 

bond holdings. 
o Controlled inflation is expected to be broadly positive for real assets such 

as equities over the medium and longer term. 
o The largest single detractor to performance is the Altus Resource 

Investment Trust.  It is hoped that this fund will be wound up on the due 
vote date.  TR will research the other shareholders.  PS may be able to 
contribute to the exercise 

o Asia and Emerging Markets have not performed as well as Western stock 
markets, also a detractor to performance 

o The current bull market conditions are unusual and considered to be 
unsustainable 

o China is looking to re-balance its economy by stimulating domestic 
demand 

o The US will ultimately have to face its deficit position but it has been in the 
interests of the global economy that it is not undergoing austerity at the 
same time as Europe.  The current budget savings now being pushed 
through will reverse this position. 

o QE in Japan is a high risk strategy 
o “Unnamed” UK banks have a £25bn hole in their capital base 
o The fund has underperformed in the recent quarter however the strategy 

has outperformed due to strong fund selection even where the asset 
allocation has not performed particularly strongly.  The underperformance 
of the fund is primarily due to the legacy weighting in Altus Resources 
which was inherited from the previous Manager. 

o 2012 was a reasonable year (+10.5%, 0.37% over benchmark) 
o Still maintaining and advantage over fund benchmark 
o TR suggested that consideration might be given to reducing the TER limit 

to 1% 
o Margetts continue to believe that a key position within the portfolio is 

investment in medium/larger businesses with sustainable business 
models, who are controlling their cost base by efficiency savings and/or 
investment in new technology and who have a strong customer base 

 
5. Sentinel Universal Fund Manager’s Report  (John Husselbee/Nick 

Stanhope)  
Points of highlighted from the questionnaire/presen tation: 
o Some assets acquired as a hedge against the US fiscal cliff issue failing 

to be resolved were sold including some index linked gilts and some gold 
equities 
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o The dollar is still preferred against sterling for cash holdings 
o Government bonds still remain one of the few workable defensive 

investments but are not liked.  Some trading at the margin may take place 
o Absolute Insight Credit remains higher than the 1.5% TER benchmark 

due to its high performance fee.  However, it is considered that  its 
performance and management justify this 

o The asset allocation of the fund is still overweight in equities 
o There has been a continuation in out-performance of small/mid caps 
o The fund is slightly more “risk on” that the chart might suggest due to the 

lack of exposure to government debt, the only real hedge against market 
set backs currently 

o Believe the world economy is gently recovering, led by the US but a soft 
patch in data is likely, leading us not to take a more positive investment 
stance 

o Re. action point from last meeting that JH would provide more frequent 
informal communication.  BA/JH to follow up the report that has been 
issued 

 
 
JH/NS/TR left the meeting 

 
7. Sentinel Defensive Fund Manager’s Report (Paul Smith)  

• Points highlighted from questionnaire/presentation: 
o The fund has shown a steady increase in performance since launch 
o There have been numerous transactions during the quarter – PS 

highlighted a few and the reasons for the trades and that there is always a 
catalyst, from research, market intelligence or other sources, for the 
trading decision  

o Investment companies are an attractive investment although they present 
higher volatility and so often the underlying asset volatility is hedged 
against leaving just the discount play.  

o The issue of whether zeros should be subject to income or capital gains 
tax has now been resolved by government.  They will continue to be 
subject to capital gains 

o ,All the fund’s assets have liquidity – most one day, at most two weeks 
o Convertible Unsecured Loan Stock (CULS) – have performed very well 

becoming more equity responsive/lower yield and therefore these 
holdings have been reduced and replaced with more bond-like CULS. 2F 
exposure:  “not fixed” is slightly up explained by the fund increasingly 
devising its own structured solutions. 

o The committee agreed to investment in Acorn Income Fund as negotiated 
by PS 

o The fund manager has the capacity to avoid the recurring micro-bubbles 
but the whole market has become tighter 

 
PS left the meeting 

 
   8.   Review of fund management 

All fund managers are performing satisfactorily and none will be placed under 
review 

 
   9.   Transition of assets to Aviva 

3 complaints have been received with funds being refunded direct to clients.  
These are being or have been resolved 
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10. Any other  Business 

There was no other business 
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6. Actions 
 

Actions from January meeting c/f  
•••• Agenda item for July: review risk rating of Defensive Fund 

after 5-year point 
BA 

•••• MH to double check that ABS has been put on distribution 
lists for Premier reports (multi-asset team) 

MH 

Actions associated with Defaqto recommendations: 
Rec #   

Rationale for levels of redemptions/purchases to be 
drawn up  

JF 1 (a) 

Production of separate reports for A and B classes to 
be implemented  

MH 

1 (b) Copies of documentation re the appointment and 
review process to be sent to JF and FB 

BA 

1(d) Benchmarking:  JH/TR to give consideration to 
criteria for comparison re. risk-graded funds 

JH/TR 

5 “Investment Risk Explained” booklet to be pulled 
together once KIDDS 5-year data is available 

JF/MH 

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

BA 

Actions from April meeting 
Agenda item for all 3 fund managers to attend together to 
compare exposure, volatility and risk to be scheduled for each 
meeting.  BA to advise RA 

BA 

Work on identifying appropriate funds for benchmarking 
comparative purposes to be carried out 

JH/TR 

TR will research the other shareholders of the Altus Resource 
Investment Fund.  PS to contribute to the exercise 

TR/PS 

 
 
12. Date of next meeting:  23 July 2013 


