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Sentinel Investment Committee Meeting 23 July 2013   
(No. 21) 

 
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 – by telecon) North Investments 
Paul Smith (PS) (part) Premier Asset Management Ltd 

 
1. Apologies 

No apologies received 
 

2. Minutes of last meeting – matters arising 
•••• The minutes had been circulated and agreed prior to the meeting 
•••• Any action points outstanding appear as c/f at the end of these minutes 
•••• Clean share classes can be put on other platforms, which should not be 

susceptible to a quarterly charge.  MR to inform MH if he wishes other 
platforms to be used 

•••• Benchmarking 
In execution of the action from the April meeting, JH issued charts with 
comparative benchmarking information.   These were discussed in detail and 
it was generally felt that, whilst they were very useful, they lacked an analysis 
or narrative.  By way of fulfilling the Defaqto requirement in respect of 
benchmarking, it was felt that the Sentinel response should be to submit a 
written rationale, backed up by a 5-year analysis of data, of their strategy, the 
triggers for action and the toolkit of remedial actions taken.  The Defaqto 
requirement is felt to be impossible to achieve and that Sentinel should be 
robust in making this clear and in providing ample evidence of good 
governance and that the objective of the Sentinel Fund was being met.  TR 
offered to do a first draft of this response for circulation and comment. 
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TR expressed the view that the current pre-occupation with volatility 
benchmarking might in time diminish, as had other benchmarking criteria in 
the past. 
 
TR/JW joined the meeting during the benchmarking discussion 
 

3. Fund Managers’ questionnaires and presentations  
No prior discussion took place 
 

4. Income distribution on Sentinel Defensive Fund 
Discussion deferred until FM present 
 

5. Sentinel Defensive 5-year review 
Discussion deferred until FM had completed presentation 
 

6. Discussion with all three fund managers to compa re exposure, volatility 
and risk 
Exposure, volatility and risk for each fund was discussed with each fund 
manager, but not for the overall fund package with all three present  
 

7. Sentinel Universal Fund Manager’s Report (John H usselbee – by telecon) 
Points highlighted from the questionnaire/presentation 
o Nick Roberts has left North Investment Partners for J P Morgan.  His post 

will probably be recruited internally 
o North Investment Partners are going through a period of change, re-

balancing the business 
o There have been a small number of asset allocation changes over the three 

months, chiefly reducing Japanese and European equities and increasing 
USD 

o Absolute Insight TER remains justifiable given performance 
o CATco is also part of the portfolio defensive play 
o High yield exposure increased with Airlie Select 
o Bernanke has been joined by Bank of England and others in giving forward 

guidance.  His comments on tapering had caused consternation in the 
markets 

o The meeting queried whether there could be confidence in the new shoots 
on the US housing market  and JH felt that this particular market had strong 
support for the long term 

 
8.  Sentinel Enterprise Fund Manager’s Report (Toby  Ricketts/Julia Whiting) 

 Points of highlighted from the questionnaire/prese ntation: 
o Down 5% on the quarter.  Main detractors from performance were Altus 

Resource investment trust (lost more than 50% over Q2 and contributing 
approx. -1.3% to the overall fund underperformance)  

o Asset allocation was responsible for the remaining underperformance due 
to positions in Asia and Emerging Markets which have underperformed 
during the quarter as a consequence of Chinese economic concerns 

o Altus has proved impossible to sell and at this point would appear to have 
bottomed out.  The holding now represents a small percentage of the fund 
and it is now believed that there is potential for recovery.  A wind-up has 
been mooted for 2014 but, should an opportunity to sell be offered before 
then, it would be given serious consideration 
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o Asia and Emerging Markets have proved disappointing but it is not 
proposed to reduced this asset allocation as TR strongly believes that this 
will deliver in the long term 

o TR feels that the re-balancing of the Chinese economy away from being 
export-based to growing the internal market will ultimately put the country in 
a very strong position.  Additionally, it has the resources to cover its 
“shadow banking” liability and to stimulate growth if required 

o The sharp fall in gold prices demonstrates general market volatility, with 
investors having no opportunity to get out during the weekend fall.  This 
illustrates the importance of focussing on long-term fundamentals 

o During the four weeks post 22 May 2013, not one IMA sector posted 
positive returns and this is an important change in market behaviours as 
previously bonds rose as equities fell.  This suggests investor deleveraging 

o It is believed that interest rates are generally rising and the consensus view 
of benign inflation is flawed as the long-term effect of QE will be inflationary  

o Margetts strategy is to ignore sentiment-led market swings, avoid short-
term investments/momentum trading and continue to invest in areas of 
long-term, sustainable value and to adhere to the fundamental principle 

 
9. Sentinel Defensive Fund Manager’s Report (Paul S mith ) 

   Points highlighted from questionnaire/presentation: 
o The fund just outperformed the Libor+1 benchmark 
o Volatility has remained constant and very low 
o Starting to increase investment company exposure, taking advantage of 

discounts and hedging to make an overall profit 
o Still holding a large amount of zeros although one large holding has been 

redeemed and funds re-invested 
o Opportunities exist in structured products 
o CULS – some have become more equity responsive – looking to transfer to 

CULS which behave more like bonds 
o Diversification over a wider range of investments has slightly reduced 

volatility 
o A distribution of income may become necessary, although all steps will be 

taken to try to avoid this 
o The five-year review of the Defensive Fund was discussed in relation to the 

figures being picked up in the next KIDDS report.  MH will ascertain when 
this will take place 

 
    PS left the meeting 
 

10.  Review of fund management 
o It was felt that the underperformance of the Enterprise Fund did not give 

immediate cause for concern but should be monitored closely.  Margetts 
more long-term investment strategy had its benefits and disbenefits, the 
latter especially in terms of delivering client expectations, but it was 
generally felt that TR had given a capable account of his approach and that 
the next period was crucial for the fund’s recovery and long term profitability 

o None of the fund managers will be placed under review this quarter 
 

11. ACD Performance Reporting 
o Nothing to report re KPIs 
o Total amount of funds under management now £220m/£225m 
o New money coming in at £10-15m over the year 
o Financial Express: MH informed that ABS required only one licence 
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Actions 

 
Actions associated with Defaqto recommendations: 
Rec #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 
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 

Actions from July meeting   
Clean share classes/other platforms:  MR to inform MH should 
he wish other platforms to be used 

MR 

TR to do first draft of Sentinel response to Defaqto in respect of 
their recommendation 1(d) – benchmarking 

TR 

Next KIDDs report:  MH to ascertain date of next run MH 
 

12. Date of next meeting: Tuesday 15 October 2013 


