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31st December 2019 Merrion Fixed Interest Fund FACTSHEET 

The Merrion Fixed Interest Fund invests in Government securities, money market instruments and corporate bond issues. 

By anticipating movements in interest rates and yield curves the fund seeks to earn superior returns from a diversified 

portfolio of fixed income instruments.   

The fund returned -3.8% over the quarter and +10.3% for 2019.  The ICE BofAML 5+ 

Year Euro Government Index returned -4.1% and +10.4% over the same periods. 

Bond yields generally rose over the quarter, bonds therefore delivering a negative 

return as there was little or no initial yield.  Global equities continued higher, rising by 

+5.8% in euro terms to finish the year higher by 29.1%.  The phase 1 trade deal 

between the US and China was completed.  This represents at the very least 

something of a truce in the trade war, though what has been announced is light on 

details – nevertheless, the feared imposition of yet more tariffs on December 15th has 

been avoided, and the last set of tariffs imposed by the US in September have seen 

their rate reduced from 15% to 7.5%.  Crucially though, other tariffs remain in place, 

to be used as a negotiating tool by the US during the phase 2 negotiations. After the 

deal takes effect, the average US tariff on Chinese imports will be 19.3%, compared 

to 3% before the trade war began. In addition, the agreement also allows the US to 

reimpose tariffs if China fails to meet its commitments and further talks do not 

produce results.  

Another positive for equity markets was the huge majority for the Conservatives in the 

UK election, which removed the tail risk of a hard-left government under Jeremy 

Corbyn.   

At the last Federal Reserve Meeting of the year Fed Chairman Powell suggested a 

lowered sensitivity to inflation, indicating the Fed would be more likely to maintain 

loose monetary policy than previously.   

Most importantly for equity markets, rising concerns about repo market stress over 

year-end meant the Federal Reserve decided to provide significant amounts of 

liquidity to the repo market (close to $500bln) a move that could see its balance sheet 

reach new highs, and the rapid pace of expansion negating 18 months of balance 

tapering in just a few months. This, we feel, has been the primary driver of equity 

market returns over the last 6-8 weeks. 

It is interesting to note that despite the very strong rally in risk assets, supposedly on 

renewed economic optimism, bond yields have risen only slightly off their lows and 

real yields globally remain close to their lows.  The yield curve (2 year yield vs 10 year 

yield) having been negative in the US earlier in the year (a recession indicator) is 

positive again, but only marginally so, and yield curves remain very flat globally, 

suggesting that the equity market’s optimism about an acceleration in economic 

growth is not shared by the global bond market. 

Drivers of performance 

Having moved to an underweight duration position during the third quarter given what 

we saw as extremes of valuation in European bonds, the move higher in yields was 

the main driver of the positive relative performance.   
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Fund Type Fixed Income 

Bid/Offer Spread  None 

Launch date  13.01.1999 

Base Currency  EUR 

Liquidity  Daily 

Risk Rating  4 

Volatility*  6.0% 

Benchmark  Emu Govt Bonds > 5 Yr to Maturity 

*‘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. 

FUND 

Source: MoneyMate 31.12.2019  

*Performance figures are quoted gross of 
management fees.  

Management fees are detailed in the relevant share 
class addendum.  

1Source ICE BofAML 5+ Year Euro Government Index                                                                                          

PERFORMANCE UPDATE AT 
31.12.2019 

 Fixed Interest* Average Index1 

1 Month -1.3% -1.1% -1.4% 

Quarter 4 -3.8% -3.7% -4.1% 

1 Year 10.3% 10.3% 10.4% 

3 Years p.a. 3.5% 3.9% 4.0% 

5 Years p.a. 3.3% 3.8% 3.8% 

10 Years p.a. 6.6% 6.2% 6.0% 

15 Years p.a. 5.6% 5.6% 5.4% 
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Fund positioning 

As yields drifted higher over the course of the fourth quarter, and economic growth 

indicators remained anaemic, we removed the underweight duration position, moving to 

a small overweight by adding to long-dated core European bonds.  Markets are pricing 

in a significant recovery in economic growth and company earnings, which seems 

optimistic to us, at a time when complacency amongst market participants seems high.  

The liquidity provision by the Federal Reserve, coupled with continued weakness in 

macroeconomic growth indicators and low inflation should see bonds supported 

The fund has a small overweight duration position, is overweight periphery bond 

markets and inflation-linked bonds. 

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 are 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. 

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. 

DISTRIBUTION OF ASSETS AT 
31.12.2019 

DISTRIBUTION OF ASSETS AT 
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Merrion Fixed Interest Fund FACTSHEET 

 Merrion 
EMU Govt Bonds > 5 

Yr to Maturity2 

0-10 Years 44.0% 49.8% 

10-15 Years 25.5% 15.9% 

15-20 Years 0.0% 12.1% 

> 20 Years 30.5% 22.2% 

Total 100.0% 100.0% 

 Merrion 
EMU Govt Bonds > 5 

Yr to Maturity2 

Cash 0.8% 0.0% 

Core 39.2% 46.8% 

Periphery 39.1% 42.6% 

Semi-Core 12.4% 10.6% 

Inflation Linked Bonds 8.5% 0.0% 

Total 100.0% 100.0% 

1 Source ICE BofAML 5+ Year Euro Government Index                                                                                          

Disclaimer: The index data referenced herein is the 

property of ICE Data Indices, LLC, its affiliates (“ICE 

Data”) and/or its Third Party Suppliers and has been 

licensed for use by Merrion Investment Managers. ICE 

Data and its Third Party Suppliers accept no liability in 

connection with its use.  

2 Source: Bloomberg 
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