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Sentinel Investment Committee Meeting 20 January 20 15  
(No. 27) 

 
Minutes 

 
  Location:  The Brookfield Hotel, Emsworth 
 
Attendees:   
Jon Foster (Chair) (JF) Adviser Business Solutions 
David Stamp (DS) Adviser Business Solutions 
Mike Reidy (MR) Adviser Business Solutions 
Richard Anderson (RA) Adviser Business Solutions 
Matthew Sedgley (MS) (part) Adviser Business Solutions 
Lucy Wymark (LW)  (part) Adviser Business Solutions 
Jo Freire (JFr) Adviser Business Solutions 
David Gilbertson (part) Adviser Business Solutions 
  
In attendance:   
Toby Ricketts (TR) (part) Margetts Fund Management Ltd 
Julia  Whiting (JW) (part) Margetts Fund Management Ltd 
Paul Smith (PS)(part) Premier Asset Management Ltd 
Ian Rees (IR) (part) Premier Asset Management Ltd 

 
 

1. Apologies 
No apologies received 

 
2. Minutes of last meeting – matters arising 

•••• The minutes of the meeting on 14 October 2014 were agreed 
•••• No outstanding actions were noted 

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

Points highlighted from the questionnaire/presentation: 
Fund Management 
•         The fund has very low volatility - there are cost implications to keeping the 

fund stable 
•         Performance from launch shows a steady upward movement 
•         The detail of some investments was discussed, notably: 

o   A structured product has been developed using seven equities 
(Japanese exporters) against the Nikkei 225 using various  metrics 
from the Premier Global Equity Team 

• The Burford Capital COPPS are pay 3% on undrawn amounts (non-
paid) equivalent too USD180,000 on the USD6m pledged finance.  
The attractiveness of this type of product is governed more by the 
successful cash management by Burford than by their litigation 
success. If Burford requests further funds from COPPS holders then 
the rate of interest steps up to a higher margin over USD LIBOR. 
The recent bond issue by Burford at a rate of interest below that 
available from COPPS finance highlights the improved credit 
conditions for Burford and the reduced likelihood of drawdown going 
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forward. PS is currently considering another COPPS-style product.  
Margetts as ACD will keep an oversight 

•         There are no foreseen changes to the management strategy for the fund 
•         ABS pointed out that the way in which Sentinel client reports are structured 

is changing to a more sector/asset allocation basis.  This needs to be 
incorporated in the Defensive fund manager’s reporting.  Ways in which the 
Defensive Fund can be integrated into the overall asset allocation pie chart 
whilst not being misleading is to be discussed.  TR will send a proposal to 
PS 

Macro-economic context 
•         It is considered that interest rates will remain low for longer due to falling oil 

prices and that further easing will not be required in the UK.  However, the 
MPC is having difficulty finding all the spare capacity it suggested was 
present a few years ago and unemployment continues to fall at a sharp 
pace combined with real wage growth. 

• Although oil price movements have an impact on economic growth, the 
actual supply and demand of oil does not change in the short-term. 

•         There is a 97% correlation between oil prices and movements in gilts 
•         Russia is more of a cause for concern for European banks at present than 

operations in Southern Europe (PIGS)  
 
 

4. Universal fund presentation (Ian Rees) 
Points highlighted from the questionnaire/presentation: 
Fund Management 
• The fund remains underweight in gilts and US 
• Cash has reduced over the period although the relatively high proportion of 

cash holdings has proved a headwind to the fund in the last quarter 
• The detail of some investments was discussed, notably: 

o Two specialist property vehicles based on distribution warehouses 
and student accommodation, both of which provide longer than 
average security 

o Movement in and out of $ share classes has proved successful 
o The investments in Better Capital and International Oil and Gas are 

being closely monitored  
• The new AEW prospectus to be sent to Margetts: wording issue 
• Benchmarking:  the current high weighting in gilts in the benchmark does 

not accurately reflect the Universal investment strategy and a change to 20-
60 would be helpful.  IC to give this consideration 

Macro-economic context 
• Times of high market volatility can bring opportunities for investment 
• The US economy has been buoyed by the repatriation of manufacturing 

capacity 
• A rate hike is possible in the US as they come out of QE and into a 

normalisation process 
 
5. Sentinel Enterprise Fund Manager’s Report (Toby Ricketts/Julia Whiting) 

Points highlighted from the questionnaire/presentation: 
Fund Management 
• The fund under-performed against benchmark very slightly (0.08%) in Q3 

but overall outperformed in 2014.  Margetts consider that the fund is well 
set for 2015 

• There have been a few major investment switches, mainly managing the 
cash position 
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• OCF analysis:  there appears to be a change toward incorporating more 
management fees into this category with some surprisingly high results.  
Margetts will investigate in more depth 

Macro-economic context 
• The effect of QE has been to increase assets for the wealthy, whose 

spending has only increased moderately.  €1tn QE is expected to be 
announced by the ECB this week.  A means of transmitting the wealth 
accruing to the affluent to increased consumption (similar to the impetus of 
demutualisation) is required. As a monetary policy, there are no historical 
parallels to QE.  The original representation of QE as an emergency interim 
measure now appears to have changed to regard QE as an accepted 
mainstream lever, bringing some unpredictable results as a consequence. 
Central banks can no longer control the process 

• It is not anticipated that a new Greek government will pull out of the EU but 
a renegotiation of terms is expected 

• The gilt market bubble is regarded as nearing its peak 
• Dropping oil prices are being translated immediately into increased 

spending in other sectors – the overwhelming effect is beneficial for rates of 
consumption.  It is felt that oil prices will bottom out but will increase quickly 
thereafter 

 
6. IC Review of fund managers/ongoing appointment 

It was agreed that no fund managers would be put under review - all would be 
re-appointed 
 

7. Benchmarking  
After some discussion on appropriate benchmarks for the five funds, it was 
agreed that the following IMA sectors would be most appropriate: 
 
Defensive Absolute Return 
Income Mixed 20%-60% 
Universal Mixed 40% – 85% 
Kestrel Mixed 40% – 85% 
Enterprise Flexible 

 
Although two funds fall under the same benchmark, this was not felt to be an 
issue due to the different investment strategies of each 
The movement of the above funds to come under sector benchmarks to be 
checked with IMA 

 
8. Launch of new funds 

Brooks Macdonald:  there have been some delays in producing the relevant 
reports due to the nature of BMc internal systems.  The inclusion of structured 
products in the BMc fund has proved difficult in terms of their ability to stress 
test these.  Margetts are now subscribing to StatPro which will give BMc the 
ability to access detailed third party risk profiles.  StatPro will also provide the 
IC with more detailed risk analysis 
 
It is possible that both funds will be ready for submission to the FCA in 
February 
 

9. Compliance reports  
Brooks Macdonald: 
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The due diligence work highlighted some lack of understanding of structured 
products, especially gearing elements. BMc also lack the tools to monitor 
structured products.  BMc currently also lack a suitable system to monitor 
training and competence of managers 
Kestrel 
All fund management elements appear very satisfactory but there appears to 
be a significant under-capitalisation of the company as the FCA requires capital 
to sustain 13 weeks running costs.  The network of partnership arrangements 
in place, however, appears to have enough funds to satisfy the FCA 

 
10. New fund blends 

Margetts tabled modelling graphs of varying timeframes.  There is a need to 
compare the blending of the three existing funds with that of the proposed five 
new funds, using proxies for the two funds not yet launched.  This is essential 
so that it can be clearly demonstrated to clients that the new blends do not in 
any way change or impact on their preferred attitude to risk and reward.  It is 
proposed that the following splits be analysed  
 
 Defensive  Income  Universal  Growth  Enterprise  
      
Cautious 30 20 20  30 
Balanced 20 10 20 30 20 
Growth   30 30 40 
Speculative    40 60 

 
 

11. Review of fund redemptions against industry ave rage 
These are running rather high at present, mainly recirculating money.  
Increased pension flexibility to be introduced in April may result in further 
heightened redemption activity.  Attrition of longer-standing clients is also now 
starting to have an impact, together with the continued integration of JFr clients 
into the Sentinel stable.   The terms applying to the agreement re. putting new 
clients on the current platform need to be ascertained 

 
 

12. ACD Performance Reporting 
It was agreed that TR would provide the IC with Margetts information on eg 
compliance failures, redemption errors, complaints, dash board information on 
a quarterly basis 
Processing of SIPS would be facilitated further by more ready accessibility to 
plan numbers on Margetts website.  TR will investigate and expedite 

 
Actions 

Margetts to report against performance on a quarterly basis` TR 
SIPS plan numbers to be more readily accessible TR 
Terms re adding accounts to current platform to be ascertained RA 
The movement of the above funds to come under sector 
benchmarks to be checked with IMA 

TR 

Defensive Fund asset allocation- incorporation into overall pie 
chart:  TR to formulate proposal and send to PS 

TR/PS 

The reprinted AEW prospectus to be sent to TR IR/TR 
Current benchmarking for Universal to be reconsidered IC 
OCF analysis:  high figures to be investigated TR 



 

Sentinel_IC_Minutes_January 2015_ABurton 

5

 
 

13. Date of next meeting:  21 April 2015 – location tbc 


