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31st May 2019 Merrion High Alpha Fund FACTSHEET 

The High Alpha Fund was launched in August 2007*. It is a process-driven absolute return fund. The fund may hold 

cash from time to time in order to protect capital. The fund does not reference a benchmark, instead it targets a   

return in excess of 7% per annum for the investor, notwithstanding how equity markets perform.  

Equities lost ground in May, falling by -5.5% in euro terms and 
giving back almost all of the gains from March and April to 
stand +11.9% year-to-date.  Bonds globally rallied, with yield 
curves flattening and some parts of the US curve 
inverting.  Continued weakness in economic indicators and 
ongoing downward revisions to earnings forecasts had led to 
already weakening sentiment before President Trump 
announced that tariffs were being increased on goods 
imported from China, with more tariffs to come.  This 
significantly upped the ante regarding the trade dispute with 
China.  As the month progressed, the rhetoric worsened, and 
although the Chinese delegation did attend meetings in 
Washington mid-month, these meetings were notable only for 
their brevity.  The escalation of tensions between the US and 
China was offset somewhat by the decision by the US to delay 
any announcement on European auto tariffs for at least 6 
months, and a truce with Canada and Mexico over US steel 
tariffs.  However this small positive was more than offset by 
the US decision to ban all of its technology companies from 
supplying the Chinese mega-tech company Huawei, which 
has the potential to disrupt both the global technology supply 
chain and global growth forecasts, even before the Chinese 
respond.  To add to concerns US/Iranian tensions also 
continue to ratchet higher, and in the UK, the divisions in the 
country were laid bare by the European elections, where Nigel 
Farage’s newly-formed Brexit party performed strongly, but so 
did the pro-European Liberal Democrats.  Theresa May’s 
resignation thus opens the door to a fractious leadership 
contest, with each candidate attempting to woo back hard 
Brexiteer Tory voters, increasing the risk of a no-deal Brexit. 
 
The fund performed strongly in this difficult environment, 
generating a positive return of +3.3%. As mentioned in our 
April newsletter we entered into the month with a large amount 
of index put options. These were in both European and US 
indices. We felt the most interesting trade was being long 
equity volatility through owning downside index put 
options.  This proved a very profitable strategy. We added to 
these bearish equity trades at the start of the month through 
both put options and out right shorts in Nasdaq futures which 
also added to performance on the month. Our long standing 
short in the British pound versus the dollar also contributed 
strongly to performance. Continued 

FUND PARTICULARS 

Fund Type Absolute Return 

Performance Fee 20% of the excess return over 7% p.a. 

Bid/Offer Spread None 

Launch date 15/08/2007 

Base Currency EUR 

Liquidity Daily 

Risk Rating* 4 

Volatility 7.4% 

Benchmark 7% Target Return 

* ‘Volatility’ on a risk scale of 1 to 7, with level 1 being generally low risk and level 7 
being generally high risk. The volatility is measured from past returns over a period of 
five years using weekly and monthly data where applicable. Prior to making an        
investment decision, you should talk to your financial advisor or broker in relation to the 
risk profile most suitable for you. 

PERFORMANCE UPDATE AT 31.05.2019 

 High Alpha* Fund Target 

1 Mth 3.3% 0.6% 

YTD 8.1% 2.9% 

1 Yr -2.1% 7.0% 

3 Yr p.a -0.8% 7.0% 

5 Yr p.a 4.7% 7.0% 

7 Yr p.a 5.8% 7.0% 

10 Yr p.a 5.8% 7.0% 

Inception* 214.1% 122.1% 

Inc. p.a.* 10.2% 7.0% 

*The Merrion High Alpha Fund (QIAIF) was launched in August 2007. The High Alpha 
Fund (RIAIF) returns are shown from the end of Q3 2008. Source: Merrion Investment 
Managers 31/05/2019. Performance Figures are quoted gross of Management Fees. 
Management fees are detailed in the relevant share class addendum. There is a    
performance incentive linked directly to the success of the fund. Merrion Investment 
Managers will share 20% of the excess return over 7% p.a. Fund performance is quoted 
net of the performance fee. 
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It remains difficult to see how the ongoing trade friction 
between the US and China, Brexit uncertainty and 
geopolitical risks in the Middle East is a positive for economic 
momentum which is relentlessly deteriorating.  Given the 
extraordinary rally in equity markets since the beginning of 
the year valuations are no longer as attractive as they were, 
despite the fall in May, particularly given ongoing 
downgrades to earnings estimates.  Overall, this makes risk-
reward in current markets very unfavourable. After such a 
severe sell off in may we did reduce some of our tactical 
short exposure but would be looking to reinstate it on any 
short term rally in the markets. June will be an eventful 
month with a key Federal reserve meeting and the G20 to 
name just two key market events. 

WARNING: Past performance is not a reliable guide to future performance. The value of your investment may go down as well 
as up. Merrion Capital Investment Managers Limited (trading as Merrion Investment Managers) is regulated by the Central 
Bank of Ireland. Cantor Fitzgerald Ireland Ltd is regulated by the Central Bank of Ireland and is a Member Firm of The Irish 

Stock Exchange and The London Stock Exchange. 

Merrion High Alpha Fund FACTSHEET 

Asset Allocation to 31/03/2019 

Year on Year Performance 

 High Alpha* Fund Target 

2008 6.6% 7.0% 

2009 61.9% 7.0% 

2010 7.7% 7.0% 

2011 0.6% 7.0% 

2012 9.5% 7.0% 

2013 14.5% 7.0% 

2014 10.7% 7.0% 

2015 16.7% 7.0% 

2016 -7.7% 7.0% 

2017 -0.9% 7.0% 

2018 -6.8% 7.0% 

Please refer to our website link: https://www.merrion-investments.ie/assets/documents/policy-research-third-party.pdf for our policy 

regarding the provision of research by third parties. In relation to Merrion Investment Trust - KIDs - additional information is available 

on request from Merrion Investment Managers - please contact 670 2500 or e-mail info@merrion-investments.ie Further details are 

available on request from Merrion Investment Managers. 

http://www.cantorﬁtzgerald.ie

