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Present: Chairperson O’Connell; Vice-Chair Shock; Members: Koss and Mercer   

 

Absent: Fisher 

 

Also Present: Village Manager, Wilson 

  Public Safety Director, Woodard   

  Asset Strategies, George Vitta and Katherine Ghannam 

   

Chairperson O’Connell called the meeting to order at 7:30 p.m. in the Public Safety Department 

conference room at 18600 W. Thirteen Mile Road.  

 

REVIEW AND APPROVE MINUTES OF REGULAR RETIREMENT BOARD 

MEETING HELD ON FEBRUARY 22, 2011 

 Motion by Koss, second by Shock, that the minutes of a regular Retirement Board 

meeting held February 22, 2011 be approved as submitted.  

 

 Motion passed (4 – 0).  

 

REVIEW AND APPROVE MINUTES OF A SPECIAL RETIREMENT BOARD 

MEETING HELD APRIL 14, 2011 

 Motion by Mercer, second by Koss, that the minutes of a special Retirement Board 

meeting held on April 14, 2011 be approved as submitted.  

 

 Motion passed (4 – 0).  

 

PRESENTATION BY FEDERATED INVESTORS  

At its February 2011 Retirement Board meeting, the Board reviewed the Asset Strategies report 

analyzing candidates for consideration as the Fixed Income Manager to replace the Western 

Asset Intermediate Plus Bond Fund. Five investment managers were profiled in the report. Board 

members did not arrive at a clear choice after discussing the candidates. There was agreement to 

invite representatives from both Munder Capital Management and Federal Investors, Inc. to give 

a presentation of their product at the May Retirement Board meeting.  

   

Robert Hurbanek, Vice President of Institutional Sales, and William Ehling, Vice President, 

Market Strategist, were present from Federated Investors, Inc. to present their core fixed income 

strategy. They distributed copies of a handout outlining the presentation. Hurbanek discussed the 

portfolio philosophy, approach and selection process. The tenants of the company are 

preservation of capital, diligence security analysis, and stringent risk control. They have a 

tenured team of portfolio managers and fixed income research professionals. Federated 

understands the investment goals of institutional investors.  

 

Hurbanek stated that the company manages $5 billion in assets for Michigan clients; they have 

$1.3 billion in money market securities and $267.1 million in bond securities. Based in 

Pennsylvania, Federated has 130 sales representatives who are registered to work in Michigan. 

Hurbanek talked about the company’s Fixed Income Investment team and the separate Fixed 

Income Trading team focusing on the resources they have to present well diversified returns.   
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Bill Ehling commented that he works closely with the organization’s portfolio managers and 

research team. He provided information and background on the portfolio managers, noting that 

the Federated Total Return Bond Fund is their flagship product. He talked about the consistently 

strong results of the fund. Ehling shared information on the investment process and strategy for 

managing fixed income. 

 

There was an explanation of the Alpha Pod Process, which means generating excess return. 

Ehling described various ways of generating alpha. The security selection process was outlined 

in some detail. Ehling talked about the implementation of “PLUS” components (high yield, 

international, etc.) and what types of securities are used. Ehling reported that Federated has 

broad diversification and owns between 300 to 600 securities.   

 

Ehling referred to a chart in the handout to address how Federated manages risk in a rising rate 

environment. He outlined strategies used to avoid negative returns. The Board was provided with 

a performance update as of 3/31/2011.  

 

Hurbanek concluded the presentation by stating that Federated would like to have the 

opportunity to manage the fixed income mandate for the pension system. Hurbanek and Ehling 

addressed questions from the Board and Asset Strategies representatives. 

 

Board members discussed the presentation from Federated with Vitta and Ghannam.  

 

Edward Goard, Chief Investment Officer, and Michael Krushena, Senior Portfolio Manager, 

were present to discuss the Munder Capital Management Enhanced Core Fixed Income Fund. A 

handout outlining the presentation was distributed to those present. Goard related that investment 

management is Munder’s only business, which promotes firm-wide dedication to the clients’ 

needs. Munder has employee ownership, which promotes high continuity and motivation. The 

firm maintains a competitive edge in research, security selection and portfolio management 

capitalizing on market inefficiencies.  

 

Goard talked about what the firm is trying to achieve in terms of Fixed Income. They focus on 

superior risk adjustment returns. He discussed the importance of beating the benchmark as well 

as delivering a reasonable amount of volatility. The Fixed Income product focuses on yield curve 

and active duration positioning, sector rotation and security selection. Their final goal is tailored 

investment strategies and full access to the portfolio managers. Munder understands that each 

client has different needs in terms of risk, liquidity, tax sensitivities and return objectives. He 

commented on Munder’s approach and selection process. Goard outlined the team they have in 

place and the experience of the portfolio managers. 

 

Michael Krushena discussed the issue of research and selection with focus on the corporate bond 

market. He talked about how Munder goes about attaining strong risk adjusted returns. Krushena 

elaborated on the portfolio approach and security selection process. The portfolio typically 

consists of about 70-100 securities. Krushena referred to a graph to highlight the performance of 

Munder’s Enhanced Core Fixed Income Strategy.  

  

Krushena stated that Munder’s goal is to provide strong risk adjusted returns, tailor the portfolio 

to your specific objectives, and provide a high level of client service that includes access to 
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Munder through the portfolio manager and all of its team. He thanked the Board for the 

opportunity to present their product.   

 

Board members discussed the two Fixed Income managers weighing the information presented 

in order to determine which fund is the best fit for the Public Safety Retirement System. It was 

noted that the Munder proposal is for a separate account and an actively managed portfolio. 

Federated is an institutional mutual fund that is managing billions of dollars for pension funds.   

 

Vitta explained the difference to a Michigan public retirement system between a mutual fund 

with multiple investors and a separate account. We invest by prospectus with a mutual fund and, 

in doing so, accept their guidelines, objectives, rules and regulations. With a separate account, 

the trustees have the ability to create a customized set of guidelines that conform with state 

statute and  benchmarks.  

 

There was a lengthy discussion on the proposal. Reference was made to the fixed income 

manager evaluation reviewed at the February 2011 meeting; there were five candidates profiled 

in the report. Vitta recalled that he indicated at the time that he would be comfortable if the 

Board chose any one of those managers. He reviewed the reasons why it was decided not to 

interview representatives about the PIMCO Total Return Fund.   

 

In response to an inquiry, Vitta stated that he did not think the Board would go wrong choosing 

either firm as its Fixed Income manager. The experience of the portfolio managers, time with 

their firm, and time in the industry is similar. The number of securities held is a takeaway. Both 

firms have sufficiently long track records that show that they do a good job on the down market. 

 

In the next three years the bond market will probably not be as healthy as it has been in the last 

three years. Given the risks in terms of the fixed income market, Vitta has a higher level of 

confidence that a separately managed account would come through in a downturn. The Board 

has been pleased with Munder’s service in previous years. Ghannam mentioned the importance 

of having a separate account by which they could be in contact with the manager and monitor the 

guidelines.  

 

 Motion by Shock, second by Mercer, that the Retirement Board select the Munder 

Enhanced Core Fixed Income Fund as the Fixed Income Manager for the Retirement 

Fund and to transfer assets from the Western Asset Intermediate Bond Portfolio 

(WATIX).  

 

 Ayes – Mercer, O’Connell, Shock  

 Nays – Koss 

 

 Motion passed (3 – 1).  

 

2011 FIRST QUARTER PERFORMANCE REPORT BY ASSET STRATEGIES 

Katherine Ghannam from Asset Strategies presented a market review of the quarter and 

referenced various market indices. She reviewed the Asset Strategies first quarter performance 

report ending March 31, 2011 for the purpose of evaluating the performance of the investment 

managers for the Public Safety Officers’ Retirement System. The report contains analysis of the 

total fund and the individual managers’ performance.  
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The Total Fund Composite for the quarter was 3.97% versus the policy index of 4.38 percent. 

The year over year numbers were good with a total fund return last year of 14.57%, and a total 

return of 22.41% over the last two years. The Total Fund trailed the Policy Index due to poor 

results from Munder and Dodge & Cox International Fund.  

 

Ghannam reviewed the Retirement System performance summary and comparisons for the year 

ended 3/31/11 and commented on the performance of each of the funds.   

 

The asset mix of the total fund is composed of 51.47% Domestic Equity, 11.10% International 

Equity, 27.90% Domestic Fixed, 0.52% Cash and Equivalents, 3.29% Real Estate, and 5.73% 

Hedge Funds. The market value at the end of March 31, 2011 was $15,518,000. 

 

The conclusions and recommendations following the investment performance evaluation for the 

First Quarter of 2011 are as follows: 

 

1. Total Fund results trailed the Policy Index by 41 basis points due to poor results from Munder, 

and slight underperformance from Dodge & Cox, Lyster Watson, and Principal. 

 

2. Trailing 12-months results were in-line with the Policy Index and rank at the 21st percentile. 

 

3. Western Asset closed the Intermediate Plus Bond fund in December 2010. The Plan's 

investment was exchanged into shares of the Western Asset Intermediate Bond Portfolio 

(WATIX), with a 12.42% ownership in the Western Asset Intermediate Plus Liquidating Trust 

(which was valued to be $37,183 as of 12/31/2010). On 3/21/2011, the Trust returned $34,776 to 

the Plan, which was invested in additional shares of WATIX.  

 

4. Replacement fixed income candidates Munder and Federated will be interviewed on 

5/24/2011. 

 

5. The Munder SMID Cap portfolio is to be replaced by Westwood SMID Cap. 

 

6. An employer contribution ($121,807) was made in February 2011.  

 

7. Asset Strategies recommends reallocating $600,000 from the small-mid cap U.S. equity 

portfolio to the Dodge & Cox International Stock Fund upon the funding of the new manager, 

Westwood.  

 

Ghannam stated that Asset Strategies will undertake the paperwork and transfers related to asset 

allocation decisions made by the Board in terms of replacing Munder with the Westwood SMID 

Cap Fund and replacing Western Asset with the Munder Fixed Income Fund. Questions from 

members were addressed by Ghannam and Vitta.  

 

In terms of reallocation, Ghannam indicated that the Domestic Equity sector is over-allocated 

with $3 million in the Munder SMID Cap Fund. The Asset Strategies recommendation is to 

transfer $2.4 million into the Westwood SMID Cap Fund and move $600,000 to the Dodge & 

Cox International Stock Fund. It is their thinking that growth and returns will be coming from 

International funds. The Domestic Equity asset allocation would change from 50% to 45%;  

International Equity will increase from 10% to 15 percent.   
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Vitta remarked that Asset Strategies is advocating that its clients increase their international 

positions in order to reduce exposure to the U.S. dollar. He is looking at the risk in the overall 

Retirement System. The SMID Cap fund has been a good performer. The thinking is that one of 

the most risky areas is now the small mid-cap sector. 

 

 Motion by Shock, second by O’Connell, that the Retirement Board accept the 

recommendation of Asset Strategies and authorize the transfer of $2.4 million from 

Munder SMID Cap Fund to Westwood SMID Cap Fund and transfer approximately 

$600,000 from the Munder SMID Cap Fund to Dodge & Cox International Stock Fund.  

 

 Motion passed (4 – 0).  

 

Vitta informed the Board of a change in management of the WAM S&P 900 Fund. Senior 

Portfolio Kevin Yousif has left the firm. Other senior portfolio managers will take over his 

responsibilities. Asset Strategies did not think any action was necessary as a result of this change 

in personnel.    

 

O’Connell stated that the Asset Strategies contract is due for consideration. This will be an item 

on the agenda for next week’s special meeting of the Retirement Board.  

 

O’Connell reviewed that George Vitta was asked to advise the Retirement Board of costs 

incurred by Asset Strategies in terms of professional fees to address the “net of fee performance” 

inquiry from a member of the public. A letter dated May 17, 2011 from Vitta indicated that the 

total cost of researching this matter was $3,135.00. The Board will not be charged for that 

research. O’Connell thanked Vitta and Asset Strategies for their cooperation relative to that item.  

 

PUBLIC COMMENTS 
John McGrath stated that he appreciated the fact that the “net of fees” return to the Pension Fund 

will be provided in quarterly reports. He asked what took so long. In answer to another inquiry, 

O’Connell answered a few basic questions about the management of Retirement System funds.  

 

O’Connell stated that the purpose of this agenda item is to hear public comments; it is not a 

question and answer session. He asked that questions from the public be submitted to Village 

administration in writing so that the necessary research can be done to provide a proper response 

and avoid any misunderstanding.  

 

The meeting was adjourned at 10:29 p.m.  

 

 

 

 


