Milwaukee County Employees’ Retirement System (ERS)

Investment Committee Meeting

                                                             MINUTES 

           Members:    Sarah Peck                   Dean Roepke             Jeffrey Mawicke
                                Linda Bedford              Marilyn Mayr

         ___________________________________________________________________________-
1.  Call to Order:

         Chairman Sarah Peck called the meeting to order at 2:43pm,on 4-7-08, in Room  

         203-P of the Milwaukee County Courthouse, 901 N. 9th St., Milwaukee, WI. 53233.
2.  Roll Call:


 Members Present:              Members Excused                   Others Present                            

           Sarah Peck                           Marilyn Mayr                       Gerry Schroeder    

           Linda Bedford                                                                   Mark Grady           

           Jeffrey Mawicke                                                               Kristin Finney-Cook

           Dean Roepke                                                                    E. Jon Baranko   

                                                                                                     Jeffrey P. Mellas

            3. Topic: Educational Idea: Jeffrey Mellas/Jon Baranko - Wells Capital   

                                                                                                               Management

            The educational presentation offered by Wells Capital Management was on the topic of Portable Alpha. Wells Capital Management has a 17 Billion dollar fund that they manage, using quantitative models. They use these models to determine where mispricing opportunities exist in a wide range of markets that encompass both different asset classes and different countries.

            Portable Alpha synthetically shows allocated exposure. The last twenty years of Buy & Hold, hasn’t worked in the S&P. That produced a responsive Hedge Fund strategy.

            Currently, 41% of U.S. Pension Plans are making the distinction between Alpha and Beta. Another 14% are considering separating the two. In the U.S., 33% of Pension Plans use portable alpha and 23% are considering such strategies.

            Alpha is defined as measuring a portfolio’s return in excess of the market return. Beta is defined as a return from a market exposure that compensates investors for asset-class specific risks. Portable Alpha is a strategy that combines investments in  securities and a synthetically replicated market exposure (via futures or swaps) to create a return profile that is intended to outperform a target benchmark or index. Basically, it takes 10 cents on the dollar and finds a 90 cents engine.

            Since 1987, the 10 % got us through the bad market periods. Portable Alpha leverages and increases the investment exposure, with identified risks. These strategies work best to increase excess returns or alpha in highly efficient markets.  Highly efficient markets are Large Cap Stocks and Government Bonds. Moderately efficient markets are Mid-Cap Stocks and Investment Grade Corporation Bonds. Less efficient markets are Small cap Stocks, EMG Debt and High Yield Bonds. Absolute return strategies relate to Hedge Funds, HFOF and Alpha Capture Portfolio.

            The returns generated by the ACP (Wells’ product) investment are ported to an index (Beta) exposure to create a bundled portable Alpha strategy. It should be remembered that the double exposure formula, also doubles the risk. The following years indicate the percentages of the months in each period that the Portable Alpha S&P 500 strategy beat the returns of the S&P 500 (batting average): 

                                                           1 year     69%

                                                           3 years   73%

                                                           5 years   78% 

            The bundled rolling returns from March 1983-December 2007, on comparing Russell

            1000 & Russell 1000 Portable Alpha, are 12.70 to 18.71 respectively. The bundled

            rolling returns from March 1985-December 2007, on Treasury & Treasury Portable
            Alpha, are 9.51 and 15.90 respectively. These comparisons show how well Bundling

            Portable Alpha performs.

           4. Topic:  Mercer: Risk Metrics 

           This topic was not addressed at the 4-7-08 Investment Committee Meeting.

           5. Topic:  Final Recommendation: Mid-Cap Manager 

            Discussion took place among the committee members, as it relates to their due diligence trips. Wedge and Artisan both are A rated.  Wedge is a 10 billion dollar firm, with lower risk and lower returns. Artisan is a consistent performer, with Wedge closely behind. Artisan is a 55 billion dollar firm that takes on greater risk with the potential of greater returns. 

            ERS could not make a bad decision going with either company. Wedge has a greater turnover rate and Artisan has none. Artisan has a higher quality operation, but charges more. All things being relatively equal, the members individually liked Artisan. It was the consensus of the Investment Committee members to recommend to the Board on 4-16-08, that Artisan is their selection.

            Committee members brought up a side issue of wanting to discuss with Artisan, the concept of contributing to the Milwaukee community and giving back. Linda Bedford stated that she would coordinate such a meeting. Mark Grady provided a perspective that corporate contributions should not be a factor in selecting a firm. It was pointed out that their corporate office indirectly contributes through local taxes and recruitment.

6. Topic:  Flash-Monthly Report

      The Investment Committee did not address this topic at the 4-7-08 meeting.

      Note:  The Investment Committee identified three (3) topic items for the next 

                 meeting on May 5, 2008:

· Generation Growth Capital

· Mercer: Risk Education

· Discussion: Barings Situation

      7.  Adjournment:
The meeting was adjourned at 4:15pm.


________________________


Submitted by


Gerald J. Schroeder


Acting ERS Manager

