TOWN OF GREENWICH
OPEB Trust Board Meeting Minutes
Friday, December 14, 2018
Human Services Conference Room, Third Floor, Town Hall
Present:
Trust Board:

Robert Stricker, Chairman; William Ferdinand; Joseph Pellegrino

BET Attendees: William Drake, Andreas Duus
Staff:

Kathleen Murphy, OPES Board Trustee; Nataliya Yemets,
Assistant to the Treasurer

The meeting was called to order at 8:50A.M.

1. Acceptance of OPEB Meeting Minutes
Upon a motion by Mr. Stricker, seconded by Mr. Ferdinand, the Board
voted 2-0 to accept the Minutes of the November 13, 2018 Meeting. (Mr.
Pellegrino arrived after vote was taken)

2. Review Performance of Trust as of the end of November 2018
Ms. Murphy began with comments on the Portfolio's November performance, reporting that
the OPES Portfolio net income for the month was $357,000, a gain of 1.23%. Fiscal year to
date the portfolio had a loss of -$36.9 thousand, down 18 basis points. The Portfolio market
value as of the end of the month was $29,538,960. Ms. Murphy noted that the Portfolio
allocation was in line with its targets of 54.5% equities 44% fixed income, and 1.5% in
alternatives (Aierian), and in compliance with the Investment Policy Statement (IPS).
Turning to the markets in November, Ms. Yemets commented that all the portfolio
benchmark indices had positive returns for the month: S&P 500 up 2.04% (noting large
caps performed better than small caps); the MSCI AC ex US index was up 0.95%; and
the U.S. Aggregate Bond Index was up 0.60%. The OPES Trust performance for November
was up 1.23% in-line with its benchmark. Domestic equites were up 1.98%,
international equities were up 3.20%, and fixed income performance was positive 12 bps.
She noted that emerging markets were up 4.90% resulting in the international equities
position to beat its benchmark by 225 bps despite the poor performance from the
developed market position in Oakmark International. Ms. Yemets noted that the
healthcare sector is overweight but in line target allocation. The value of the Trust is
$29,539,7 44 with a November return of 1.23%, 13 bps below the benchmark of 1.36%.

3. Discussion of market conditions and investment strategy, including asset allocations
and sector weightings.
The Board's discussion reflected the uncertainty in the markets. The equity markets continue
to be very volatile. The S&P 500 lost -4.4% in October, gained +2.04% in November, and was
down -2% in the first two weeks of December. From the peak in October the S&P 500 was
down 10%, reflective of a market correction. Algorithmic trading is contributing to this volatility.
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Although the economic fundamentals still appear good for the domestic economy, the market,
as a forward looking indicator, is pricing in a slowdown in earnings growth in 2019. The end
of a long running bull market is inevitable. Risks to the markets include the economic
slowdown in the EU and China, trade wars, and political events in the USA After assessing
these risks, the Board didn't believe it was the right time to reduce the allocation to equities.
The Board focused on the portfolio's asset allocation and certain individual positions. The
domestic equity portfolio is over weighted to healthcare which sector was among the top 3
performers for the one month and three months ending November 30, and outperformed the
S&P500 index as well. However, two of the positions (DLHIX and PRHSX) have active
managers who underperformed. Also, the biotech index position (XBI), has been hard hit in
the last three months and has hurt performance for the calendar year. The Board has been
moving closer to the IPS domestic equity benchmark (S&P 500) sector weightings by
selling/reducing its prior sector bets, healthcare was the remaining sector bet. After reviewing
the three positions they decided to sell the holdings in the Delaware Health Care Fund
(DLHIX).
Upon a motion by Mr. Pellegrino, seconded by Mr. Ferdinand, the Trust
Board voted 3-0 to sell 100% of DLHIX and invest the proceeds in SPDR
S&P 500 ETF (SPY).
After a discussion on international equity performance, the Board made no change in the
exposure to international equities. The Board reviewed potential international developed
market mutual funds to replace Oakmark. The reviewed funds all had a very significant weight
in Japanese equities which the Board wanted to avoid. It was decided more research was
required and any decision would be made at the next meeting.
Turning to the fixed income allocation, the Board discussed possible changes including selling
the fixed income holdings and reinvesting the proceeds in FDIC insured Certificates of Deposit
(COs) or Treasury Bills, assuming these were permitted investment options in OPES's
Investment Policy. The Board concluded that they would remain in the PIMCO Income Fund
(PIMIX) and only consider moving the funds in the Vanguard Federal Money Market Fund
(VMFXX). Based on reviewing the current annualized returns from the CT State Short Term
Investment Fund (2.3%, daily liquidity), and 9-month Treasury Bills (2.59%), the Board
decided to invest in Treasury Bills and sell its position in the VMFXX (2.16% yield, daily
liquidity), seeking to pick up yield by going out longer on the yield curve. Ms. Murphy and Ms.
Yemets were asked to seek clarification on the question whether or not the IPS permitted
investment in Treasuries and/or FDIC insured COs. Ms. Murphy also advised that we would
need to open a broker dealer account for OPEB to invest in these types of securities. Ms.
Yemets would see if the Bloomberg performance reports could incorporate Treasuries or COs
so the process would not have to be done manually.
Upon a motion by Mr. Pellegrino, seconded by Mr. Ferdinand, the Trust
Board voted 3-0 to sell 100% of Vanguard Money Market (VMFXX) to
invest the proceeds in a 3, 6 and 9-month equal weighted ladder of
Treasuries subject to BET approval.
Mr. Stricker suggested taking no action on the PIMCO fund until the IPS language regarding
the prohibition of investing "in any individual security or issue" was clarified. Would the
language preclude investing in COs or Treasury bills? Ms. Murphy and Ms. Yemets would
research how Bloomberg monthly reporting would handle performance for COs and US
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Treasury Bills. The thought was that, unlike the CT STIF, these securities have CUSIP
numbers and trade in the secondary market, so market valuations could be done and gains
and losses calculated within the Bloomberg analytical schedules.
4. Discussion of topics for future meetings
•
•

Review potential international equity funds to replace Oakmark International
Revisit OPES Investment Policy benchmark

Schedule OPEB Board Meetings through December 2019 to be held at 8:30 A.M.
January 15, 2019 (Tuesday)
February 12, 2019 (Tuesday)
March 12, 2019 (Tuesday)
April9, 2019(Tuesday)
May 14, 2019 (Tuesday)
June 11, 2019 (Tuesday)
July 10, 2019 (Wednesday)
August - no meeting
September 11, 2019 (Tuesday)
October 8, 2019 (Tuesday)
November 12, 2019 (Tuesday)
December 10, 2019 (Tuesday)
5. Adjournment
Upon a motion by Mr. Ferdinand, seconded by Mr. Pellegrino, the Board
voted unanimously to adjourn the meeting at 9:59A.M.
Next OPES meeting scheduled for January 15, 2019 at 8:30A.M. in the Mazza Room, 151
Floor.

Catherine Sidor, Recording Secretary

~tJ~~

Robert Stricker, OPES Trust Board Chairman
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