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A regular meeting of the Pension Committee was held on Thursday, June 4, 2020 at 9:00 a.m. in 

the Administration Conference Room at Town Hall, 500 Poplar View Parkway. 

 

The following members were present:  Jay Jeffries, Gregory Reichert, Preston Carpenter and Stan 

Joyner.  Absent was Mark Krock. 

 

Staff present was Town Administrator James Lewellen and Town Clerk Lynn Carmack.  Also  

present was Susan Fletcher and Ryan Miller of First Horizon Bank. 

 

Because of the impact of the COVID-19 pandemic, First Horizon Bank financial advisors and  

Pension Committee member, Gregory Reichert, connected via Skype to the meeting. 

 

Approval of Minutes 

 

Motion by Mayor Joyner, seconded by Mr. Carpenter, to approve the minutes of the February 13, 

2020 meeting. 

  

ROLL CALL:   Carpenter – yes, Jeffries – yes, Reichert – yes, Joyner – yes.  Motion 

approved. 

   

Review of the Quarterly Investment Performance of the Collierville Defined Benefit Pension 

Plan by Financial Advisors - First Horizon Bank (Ryan Miller and Susan Fletcher) 

 

FIVE FACTOR FRAMEWORK:  this was created by CIO, Jerry Laurain and gives a brief snapshot 

of what has been going on as of 3/31/2020. 

 

Economic Growth – Economic Growth pulled back significantly in March, and that is why the 

March signal is flashing red. 

 

Market Trend – The S&P500 Index closed out the month of March below its 12-month moving 

average, so the March signal is flashing red. 

 

Monetary Conditions – As a result of the loosening of credit, extensions of stimulus to consumers 

and businesses, and the vow to calm economic and market turmoil through needed asset purchases, 

this signal is now flashing green. 

 

Investor Sentiment – Given the change in investor appetite from greed to fear in late February and 

March, the signal switched to yellow. 

 

Valuations – Valuations, evidenced via P/E ratios, remain high relative to their historical average.  

To add some color, the P/E ratio of the S&P500 was 16.99 on March 31st .  The historical average 

is 15.79, so it was still above average, thus, this signal remained flashing red. 

 

ECONOMIC FORECAST: This is the Economic Forecast put out every 2 to 3 months by Chief 

Economist, Chris Low.  Chris distributed this updated forecast on April 9. 
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GDP Growth:  In early April, Chris was forecasting GDP growth in the 1st quarter to come in at  

-1%, given the abrupt shift mid-quarter in the ability for businesses to manufacture, sell or provide 

service to customers. 

 

Chris forecast negative growth continuing to the tune of -31% in Q2.  He forecast a return to 

positive GDP growth in Q3 of 17%.  He forecast a slightly negative Q4, believing consumers will 

shift to saving money and building their stockpiles back up during the last 3 months of 2020. 

 

Overall, Chris forecast GDP growth for 2020 to average out to -4%.  Chris believes the economy 

will be back on track of normalcy in 2021, with a projected GDP growth of 2.3%. 

 

Unemployment Rate:  In early April, Chris’ unemployment rate projection for Q2 had been 15.1%.  

Chris also forecast that people returning to work and consumers leaving their homes again, will 

help the unemployment rate dwindle over the quarters that follow.   

 

Overall, Chris’ projection is that unemployment should remain between 10.3 to 10.5% through the 

end of 2021. 

 

Core PCE (personal consumption expenditures):  Chris sees inflation trending lower throughout 

this year as well as next year, as consumer demand is expected to be lower given the higher 

projected unemployment rate. 

 

Federal Funds Rate:  The Fed Funds Rate is now in the 0 to 25 basis point range.  With the 

likelihood of higher unemployment and decreased consumer demand, interest rates are expected 

to remain at or near zero for the next two years. 

 

Recession Risk:  Chris pegs the probability of a recession in the next 12 to 24 months at 100%. 

 

CALLAN PERIODIC TABLE OF INVESTMENT RETURNS: explains the monthly returns over 

the past 12 months for the various sub asset classes.  Emphasizes the importance of diversification 

within an investment portfolio. 

 

No one or two sub asset classes consistently outperform the others all the time; therefore, it is 

important to have exposure to multiple.  Diversification has also proven over time to reduce 

volatility within portfolios.  That can been seen with the DBP and the OPEB Plan in that the fixed 

income holdings helped to mute out the negative volatility from the equity markets during this 

terrible past couple of months. 

 

The leading sub asset class for FYTD through April are U.S. Fixed Income and Large Cap Equity, 

while the biggest laggards are Small Cap Equity and Real Estate. 

 

IPS GUIDELINES & CAPITAL MARKET ASSUMPTIONS: this displays allocation targets, the 

acceptable ranges of variants from those targets and the expected rates of return. 

 

This portfolio is targeting a 40% allocation to Fixed-income and a 60% allocation to Equities. 

The expected return assumptions have not changed since the last time the Committee met. 
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The return assumptions for Fixed-income and Equities are still 1.25% and 4.25% respectively, 

overall resulting in a total long-term return assumption of 5.5% for the entire portfolio. 

 

These are long-term expectations with a 10 plus year time horizon. 

 

MARKET VALUE AND PERFORMANCE (as of March 2020): 

 

The portfolio was down in January, February and March (-0.9%, -4.31% and -9.65% respectively). 

 

Overall, for the third fiscal quarter, the portfolio was down -13.62%.   

 

For the past 9 months (FYTD), the portfolio was down -7.86%. 

 

Over the past 12 months, the portfolio returned -4.63%. 

 

The past 3 and 5 year time periods have annualized at 2.77% and 3.05%, respectively. 

 

Since inception (going back 12 years and 9 months), the portfolio has outperformed the blended 

benchmark, annualizing returns at 5.00% v. 3.96%. 

 

The portfolio has experienced a meaningful setback during the early months of 2020 but even still, 

it has managed to outperform its blended benchmark over a 3-year, 5-year and since inception 

basis. 

 

Ms. Fletcher reported more recent performance numbers, stating that April was up 7.70%; May 

was up 3.76%; June is up 2.12%; QTD is up 14.12%; and FYTD is up 5.15%. 

 

Mr. Miller said those numbers are pretty strong. 

 

Ms. Fletcher added that it is certainly reasonable to be hopeful for this quarter. 

 

ASSET ALLOCATION:  this page details the dollar and percentage amount of each asset class 

and sub asset class as of 3/31/2020. 

 

Total cash and fixed income was a little over $30.7 million at the end of the quarter, which 

represented a 43.03% share of the portfolio with a variance of 3.03% over target. 

 

The equities portion totaled approximately $40.64 million, representing 56.97% of the portfolio.  

Again, that translated to a variance of 3.03% under target. 

 

This variance from target was a result of the strong pullback in the equity markets in late February 

and March. 

 

Given the ranges of variance that the portfolio is allowed to fluctuate within, the overall allocation 

stayed well within its limits and still relatively close to target. 
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The total portfolio balance at the end of March was just over $71.35 million. 

 

HOLDINGS AND PERFORMANCE: helps detail the performance of the individual underlying 

holdings in the portfolio for the last three months and the FYTD. 

 

Taxable Fixed-Income Funds   

 

All but one suffered from the unprecedented selloff during the second half of the quarter.  

Aggregately, these funds were down -1.19% for the quarter, resulting in a fiscal YTD return of 

1.07%. 

 

There were no changes to the fixed-income manager lineup during the quarter. 

 

Corporate Bonds   

 

Nearly all were negative or flat for the quarter as well (with a combined performance of -2.27%, 

leading the fiscal YTD return to 0.12%). 

 

Taxable Munis, and CDs   

 

They held their own during the turbulent quarter and were all positive.  Overall, the Munis were 

up 1.86% and the CDs gained 1.41%. 

 

For the Fiscal YTD, the Munis and CDs were up 3.27% and 4.51%, respectively. 

 

Common Stocks  

 

They experienced a difficult quarter.  Overall, the 50 stock composite experienced a pullback of  

-23.40% vs. -19.60% for its relative benchmark (the S&P500). 

 

The Top 3 Detractors  

 

Kohls (which was down nearly 70% based on the drop in business due to store lockdowns as well 

as the unknown of how long it could last). 

 

National Oilwell (down over 60% as a result of energy prices dropping so drastically). 

 

Baker Hughes (down almost 59% as well on energy prices dropping). 

 

The Top 3 Contributors 

 

Gilead (up over 16% based on news that they were conducting successful trials with their 

Remdesivir drug to treat Covid-19). 

 

Biogen (up over 6.5% as they entered the coronavirus cure race as well). 
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Amerisource Bergen (up over 4.5% as their business as a big 3 medical distributor had been in 

high demand). 

 

The only change to the common stock portfolio for the quarter was the sale of Darden Restaurants.  

This was based on their suspension of earnings guidance and also the suspension of their  dividend 

for the foreseeable future. 

 

Darden was replaced with Oracle Corporation. 

 

Domestic Equity Managers 

 

Much like the individual common stocks in the portfolio, they did not have a favorable start to the 

year either.  

 

For the quarter, Growth investments continued to outperform Value by more than 12%. 

 

Large caps outperformed midcaps as well as small caps.  Each were down -20.22%, -27.07% and 

-30.62%, respectively. 

 

The best performing investment style was Large Cap Growth (which was down -14.1%), while the 

worst performing style was Small Cap Value (which was down -35.7%). 

 

The only change in the domestic equity manager lineup during the quarter was the sale of Voya 

Midcap Growth, which was replaced by MFS Mid Cap Growth. 

 

International and Emerging Markets Equity 

 

These funds had a difficult quarter too.  Looking at International Markets, measured by the MSCI 

EAFE Index, they were collectively down roughly -22.7% for the quarter. 

 

Looking at Emerging Markets, measured by the MSCI Emerging Markets Index, they were 

collectively down -23.6% for the quarter. 

 

Overall, no changes were made to the International or Emerging Markets Funds during the quarter. 

 

HISTORICAL SUMMARY:   

  

Ms. Fletcher said the cash flows are shown as of 03/31/2020, and the number that really stands out 

is the loss figure (at $11,853,541).  It is now $11.2 million.  As mentioned earlier, the QTD increase 

at this point is about 14%.  Unfortunately, when you have a large drop in the prior quarter, it takes 

more than that to get back.   

 

Ms. Fletcher added that a bit more of a gain is still needed to fully recover the loss in the current 

quarter.  But we are certainly on track with the bulk of it at this point. 

 

CASH MANAGEMENT ACCOUNT:   
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Ms. Fletcher said you see the contributions coming in, benefits being paid out and the transfer over 

to the investment account of half a million. 

 

Ms. Fletcher said that as of 03/31/2020, the value there was $71,337,471. 

 

EXPENSE SUMMARY:  

 

Ms. Fletcher pointed out that the mutual fund weighted expense ratio for Q3 remains at 8 basis 

points and YTD is 23 basis points.  Overall, for the quarter, fees that were paid from the plan is 

$55,442 and the FYTD is $183,379. 

 

Mr. Reichert commented that at the close of business yesterday, the NASDAQ was profitable for 

the year (up 1%) and the S&P500 has recovered all the way to the point where it is only down 4% 

for the year.   

 

There were no other questions or comments. 

 

Renewal of a three year professional services contract (July 1, 2020 – June 30, 2023) for  

actuary services for the Town of Collierville Defined Benefit Pension Plan with Ellis &  

Ward Consulting Group, Inc. (Presentation by:  Jay Jeffries, Human Resources Director) 

 

The purpose of this agenda item is to recommend to the Board of Mayor and Aldermen the renewal 

of the contract for actuarial services with Ellis & Ward Consulting Group, Inc., for the Town of 

Collierville’s Defined Benefit Pension Plan.  

 

Ellis & Ward Consulting Group, Inc. has provided actuarial services for the Town of Collierville 

Pension Plan since 2012.  They have consistently performed these services timely and provided 

additional support when requested.   

 

The professional services provided by Ellis & Ward Consulting Group, Inc. includes:  annual 

actuarial valuations of the plan, providing GASB calculations, and providing annual employee 

(active) benefit statements.  The proposed annual fee is $20,050.  This represents an annual 

increase of approximately 7.5% from the 2017 contract reflecting the significant increase in 

financial statement disclosure requirements related to pension plans.  In addition to the annual fee, 

each certified retirement calculation for retiring employees is $345.  The proposed term is for three 

years beginning July 1, 2020.   

 

Mr. Ellis has provided timely and satisfactory actuarial services for the Town’s Defined Benefit 

Pension Plan throughout the current contract period.  The amount paid to Mr. Ellis for fiscal year 

2019 was $21,900. 

 

Motion by Mayor Joyner, seconded by Mr. Carpenter, to recommend the renewal of a three year 

professional services contract (July 1, 2020 – June 30, 2023) for actuary services for the Town of 

Collierville Defined Benefit Pension Plan with Ellis & Ward Consulting Group, Inc. to the Board 

of Mayor and Aldermen. 
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ROLL CALL:   Carpenter – yes, Jeffries – yes, Reichert – yes, Joyner – yes.  Motion 

approved. 

 

Renewal of Contract with First Horizon National Corporation (Presentation by:  Jay  

Jeffries, Human Resources Director) 

 

The purpose of this agenda item is to recommend to the Board of Mayor and Aldermen the renewal 

of the contract for financial advisor and trust administration services for the Town of Collierville 

Defined Benefit Pension Plan with First Horizon National Corporation. 

 

In May of 2007, the Board of Mayor and Aldermen approved a contract with First Horizon to 

provide financial advice and trustee services for the Defined Benefit Pension Plan (Pension).  As 

trustee, First Horizon keeps a record of all assets in the Pension and OPEB accounts, collects all 

dividends and interest income, makes cash distributions to retired employees and others, and sends 

appropriate tax forms to retired employees on an annual basis.  As financial advisor, First Horizon 

assists the Pension/OPEB Committee in adhering to adopted investment policies and provides 

quarterly reports of investment returns and updates to the Pension/OPEB Committee. 

 

The contract does not specify a contract duration period but states the agreement may be terminated 

at any time by either party with 30 days advance written notice.  However, the Town has elected 

to formally renew these contracts on an annual basis. 

                           

The fee to provide both financial advisory and trust administration services is based on a 

percentage of total investment value of the Pension portfolio and will not change.  The Pension 

portfolio value as of March 31, 2020 was $71,737,330 and the fees through Q3 (July 2019 – March 

2020 were $153,607.  The fees are paid directly from the Pension account after staff reconciliation 

and approval.                           

 

Motion by Mr. Carpenter, seconded by Mayor Joyner, to recommend renewal of the Professional 

Services Agreement for financial advisory and trust administration Services for the Town of 

Collierville’s Defined Benefit Pension Plan with First Horizon National Corporation to the Board 

of Mayor and Aldermen. 

 

ROLL CALL:   Carpenter – yes, Jeffries – yes, Reichert – yes, Joyner – yes.  Motion 

approved. 

 

Adjournment 

 

There being no further business, the meeting was declared adjourned at 9:43 a.m. 

  

 

 

 

_________________________    __________________________ 

Chairman       Town Clerk 

 


