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Sentinel Investment Committee Meeting 22 April 2014   
(No. 24) 

 
Minutes 

 
  Location:  The Old Flour Mill, Emsworth 
 
Attendees:   
Jon Foster (Chair) (JF) Independent Financial Solutions 
Richard Anderson Independent Financial Solutions 
Matthew Sedgley Independent Financial Solutions 
Jane Thomason JMF Financial Services 
  
In attendance:   
Toby Ricketts (TR) (part) Margetts Fund Management Ltd 
Julia  Whiting (JW) (part) Margetts Fund Management Ltd 
Ian Rees (IR)(part) Premier Asset Management Ltd 
Paul Smith (PS)(part) Premier Asset Management Ltd 
Peter Toogood (PT) (part – by telephone) City Financial Investment Co Ltd 
  

 
 

1. Apologies 
Apologies received from David Stamp, Mike Reidy, Frank Blackmore, Jo Freire 
and Mike Hammond 

 
2. Minutes of last meeting – matters arising 

•••• The minutes of the meeting on 21 January 2014 were agreed 
•••• Actions outstanding 
•••• The inclusion in the monthly brochure produced for clients of comments and 

notes from fund managers about risk and general exposure – ongoing 
•••• There are constraints on PS in providing more detail on asset allocation/risk 

within structured products and it was proposed that 
o PS will include more information in his presentation to the meetings 
o He has produced a risk booklet to show more accurately how the fund 

works and it might be helpful to look at whether other Sentinel fund 
managers might produced something similar 

 
3. IC discussion 

The meeting was briefed on the fund management for the City Financial fund 
introduced to bridge the perceived gap between the lower end of the Enterprise 
Fund and the higher end of the Universal fund.  CF would be happy to meet 
with eg JMF Financial Services to introduce themselves and lay out their 
investment strategy 
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4. Sentinel Enterprise Fund Manager’s Report (Toby Ricketts/Julia Whiting) 
 Points highlighted from the questionnaire/presentation: 
Fund Management 
• There has been a change of personnel in the Margetts team at analyst level 

which TR did not feel would significantly impact the management of the 
Enterprise Fund 

• The fund outperformed mainly due to the improved performance from 
February onwards of Asia and Emerging Markets holdings, justifying the 
weighting of these holdings within the fund strategy  

• Despite historically not favouring Japanese stocks, TR felt that there may 
be some value emerging following prolonged under-performance and that 
the Japanese market would be more closely studied in order to gain insight 
into potential opportunities 

• TR felt that good investment decisions sometimes involve deciding to do 
nothing and gave two examples of where this had been advantageous 

• The underperformance of the Standard Life European Equity income fund 
remains under close review 

Macro-economic context 
• The apparently unprepared announcement by the Chair of the Federal 

Reserve on an earlier-than-expected interest rate rise caused sales of US 
stocks in favour of Asia and EM.  The Fed is continuing to wind up the QE 
programme by £10bn per month and it was felt a forward guidance 
announcement might be made in the near future 

• There is some concern over the consideration being given by the EU to a 
QE programme of $/€1tn especially given the massive amount of printed 
money already in circulation globally 

• It is felt that market volatility will continue throughout 2014 but that the 
global economic recovery is still in place 

• There would be an advantage in the Bank of England introducing a rise in 
interest rates earlier than January 2015 and that smaller, regular increases 
would more helpful in modifying saving/consumer behaviour to avoid a 
repetition of the European debt cycle than larger ad hoc rises 

• The economic indicators under the eye of the Bank of England appear to 
have shifted from employment statistics to concerns about the housing 
market and the drop in savings 

  
5. Sentinel Universal Fund Manager’s Report (Ian Re es) 

Points highlighted from the questionnaire/presentation: 
Fund Management 
• Some changes have been made in asset allocation but it was felt that these 

were all at a relatively low level. IR stated that Premier’s remit in caretaking 
was not to make significant strategic decisions but to leave the fund in good 
shape so that the new fund manager could have a free hand in any shaping 
the fund to his own strategy.  This involved making re-balancing and small 
incremental changes to add value wherever possible 

• There has been an increase in the weighting of the fund in the property 
sector and in global insurance.  Any additions to the weighting in the 
property sector will be driven by the attractiveness of the holding rather 
than by asset allocation considerations 

• The fund slightly underperformed against benchmark this quarter, entirely 
as a result of the zero Gilt holding. IR is happy with the zero weighting as 
Gilts remain unattractive despite a good first quarter. 
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• Changes to the management team of some funds resulted in immediate 
sell-out 

 
Macro-economic context 
• Central banks seem increasingly to be issuing mixed messages re QE and 

interest rates 
• Austerity measures now seen as a political risk with QE being more voter-

friendly 
• European banks still have a way to go on demonstrating capital adequacy 
• IR also in favour of earlier, smaller, regular interest rate increases 
• IR feels that there are opportunities in the Japanese markets but that US 

stocks look expensive 
• Gilts remain an unattractive proposition for this fund 

 
6. Discussion on exposure/volatility and risk (disc ussion with three fund 

managers – TR, IR and PS) 
• Figures on the combined asset allocation were tabled 
• There is duplication of holding in Blackrock Dynamic European but this was 

not felt to be problematic 
• The fund managers all agreed that they were not in favour of gilts holdings 

and it was agreed  
o that consistency across all funds in this respect would be maintained 

and that it could be problematic if there were a significant difference 
in approach between funds 

o that the IC did not feel that the lack of gilt holdings across three 
funds presented any systemic risk 

o that equity market options rather than gilts might be used as a 
hedge 

• There is also a combined slight overweighting in Emerging Markets.  This in 
itself was not seen as problematic but the inherent unpredictability in 
returns needs to be managed in terms of client expectations 

• There was a general discussion on the data used for investment decisions 
in externally managed funds and it was generally agreed that drill-down 
data could be highly unreliable and misleading and that, generally, 
investment decisions were made at the macro level based more on 
evaluation of blend, fund management experience and past performance 

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

Points of highlighted from the questionnaire/presentation: 
Fund Management 
• Fund is up 0.69% on quarter, Volatility falls to 1.3% 
• Asset allocation mix remains largely the same although there has been 

acquisition of some new structured products.  These changes to asset 
allocation are complex since, whatever market conditions prevail, there is 
always going to be an associated investment opportunity 

• Although secure in the majority of instances, structured products could 
present a risk in some cases from now on as they are now loss-absorbing 
and sit high in the structure.  The devil is in the detail of the characteristics 
which vary considerably from product to product and require close analysis 
and monitoring 

• All structure products are listed and thus can be traded outside the issuing 
bank/financial institution 

• There are now no bond holdings in this fund 
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• Performance since launch has been stable 
• A direct approach is being undertaken to some companies where there is 

perceived opportunity for zeros 
• PS has produced a risk booklet.  It is not his intention to update this 

quarterly but rather to take a view on, say, an annual basis as to whether 
an update is necessary  

 
8. City Financial Fund Manager’s Report (Peter Toog ood) 

Points highlighted from the questionnaire/presentation: 
Fund Management 
• Fund manager is Mark Harris, appointed on 1 January 2013 
• A very good quarter +3.47% 
• Portfolio turnover will always be a function of opportunity 
• Purchases/sales – some tinkering on tactical positions re. emerging 

markets 
• Gold had been increased and decreased in the quarter and  the weighting 

will be opportunistic rather than core. 
 

Macro-economic context 
• Generally felt that Japan equities are now at the lower end of their pricing 
• This is the sixth year of a bull market, last year seeing a big re-valuation of 

equities.  The fund is closely monitored to protect against downside 
corrections but it is believed that there are still profits to be made in the 
equity market 

• The outlook is complex but the global economic recovery should continue 
to gain traction and there should be modest returns in 2014 

 
9. ACD and IC discussion 

• Review of fund manager presentations and performanc e 
It was agreed that Margetts as fund managers for the Enterprise Fund were 
no longer under review 

 
• Review of fund redemptions against industry average  

o Fund redemption figures were exceptionally high over the 12 
months during the migration to Aviva and other influences but it 
was felt that a comparison with the industry average would now 
become more meaningful.  The current position of 23% should be 
reviewed in the light of what the average has been long term 

o March 2014 was quite high, possibly due to end of financial year 
activity with clients’ cash moving in readiness for 2014/2015 ISAs 
or to maximise CGT allowances.  March 2014 to be compared to 
March 2013 

 
• ACD Performance Reporting 
KPIs:  one significant breach of compliances in data protection – no complaint 
from client 
In its capacity as ACD, Premier Asset Management will be asked, if not 
represented at the quarterly meeting, to supply a commentary on the KPI 
information being supplied to the meeting 

 
• Venue for future Sentinel IC Meetings 
To be considered before next meeting 
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Actions 

The inclusion in the monthly brochure produced for clients of 
comments and notes from fund managers about risk and 
general exposure - ongoing 

RA 

Premier Asset Management, as ACD, if not attending the 
meeting, to be asked to supply a written commentary on the KPI 
information presented to the meeting 

JF/MH 

The fund redemption figure should be reviewed in the light of 
historical data and the March 2014 figure should be compared 
to the March 2013 figure 

RA 

 
 

10. Date of next meeting: 22 July 2014 (under review -  to be confirmed) 


