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31st January 2020 Merrion Balanced Fund FACTSHEET 

The Merrion Balanced Fund was launched in October 2006 to provide balanced long term growth by actively 
managing the distribution of the portfolio across global markets, including equities, property funds, bonds and 
cash deposits. The split between asset classes is actively managed according to economic conditions, which 
will normally constitute 60-80% invested in equities.  

Management Fee 1.50% 

Bid/Offer Spread  None 

Launch date  October 2006 

Base Currency  EUR 

Liquidity  Daily 

Risk Rating* 5 

Benchmark  Pooled Multi-Asset Fund Average 

*‘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: Aon Hewitt & MoneyMate 31.01.2020 

*Performance figures are quoted gross of 
management fees.  

 

PERFORMANCE UPDATE AT 
31.01.2020 

 
Balanced 

Fund* 
Pooled Multi-Asset   

Fund Average 

1 Month 2.2% 0.1% 

3 Months 4.8% 2.6% 

1 Year 16.8% 10.8% 

3 Years p.a. 6.1% 5.5% 

5 Years p.a. 4.7% 4.8% 

10 Years p.a. 8.3% 7.3% 

15 Years p.a. 6.6% 5.4% 

20 Years p.a. 5.4% 5.9% 

Global equities ended the month marginally higher (by just 0.2%), having been as 

much as 2.5% higher in the middle of the month. The New Year began with a 

continuation of the optimism seen in December, but escalating tensions in the Middle 

East following the US targeting of a top Iranian official saw equity markets pull back 

briefly before resuming their rally. However, this didn’t last long as the Coronavirus 

outbreak saw the S&P 500 and Dow Jones Industrial indices see their largest one-day 

drops since October 2nd, 2019. The contagiousness of the coronavirus took many by 

surprise, with the disease able to be transmitted from person-to-person during its 

incubation period. Since it’s outbreak in Wuhan in early December, the number of 

people infected is approaching 20,000 and over 350 deaths recorded. A study from 

JP Morgan assessing the historical market impact of similar virus outbreaks, notably 

SARS (November 2002 to July 2003) showed that the MSCI China index fell by 8.6% 

after the initial SARS outbreak, but rallied by over 30% in the three months after April 

2003. The results correlated well with other outbreaks such as Swine flu, Ebola and 

the Zika virus with all outbreaks resulting in an initial sharp market decline followed by 

a strong recovery. However, it should be noted that the timing of this outbreak 

coincided with Chinese New Year, which sees some 400m across China returning 

home for three weeks. Attention is now turning to how quickly Chinese officials can 

stabilise the spread of the virus, with Wuhan effectively under lockdown, air and train 

travel significantly curtailed, Societe Generale cautioned that if the spread is not 

stabilised by March, China’s Q1 GDP could fall below 6%. 

 

In other developments, markets were largely unmoved by the US-China phase 1 deal 

signing with much of the deal’s contents already known. Earnings season has begun 

in earnest and ex some market-exposed financials and technology, results for 

industrials and cyclicals have been mixed at best with outlooks that can be described 

as hopeful with second-half-weighted recoveries. 

 

Economic data to start the month also called into question the narrative that a rapid 

recovery was forthcoming, the US ISM Manufacturing drifting lower from 48.1 to 47.2, 

along with confirmation of the weakness in the European manufacturing PMIs. US 

GDP rose at a 2.1% annualised rate in the last quarter of 2019 bringing the full 

expansion for the year to 2.3%. More worryingly, consumer spending contributed to 

1.2% of growth a drop from 2.12% at the end of Q3. 

 

At the first Federal reserve meeting of the year, the main policy rate was left 

unchanged although members agreed to raise interest on excess reserves (IOER) to 

1.6% from 1.55%. Members described the change in IOER as “small technical 

adjustment”, such a move gives banks more incentive to maintain reserves with the 

FED which in turn should help nudge the FED funds rate down towards the middle of 

the range. However, the main highlight was a change in the FED’s policy statement 

describing household spending as “moderate” which was previously described as 

“strong”.  

 

Moving onto the Bank of England, days prior to the UK leaving the EU and at his last 

meeting as BoE governor Mark Carney announced that the MPC decided to hold 

rates at 0.75% and further downgraded their view of the UK’s economic growth. The 

decision is a blow to PM Johnson’s administration as chancellor Javid recently touted 

a growth rate of 2.8%. The MPC estimated an annual growth rate of 1.1% over the 

next three years. 

 

 Continued 
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The Merrion Balanced Fund was launched in October 2006.  Therefore, it does not have an established long term past performance 

record.  To demonstrate the investment manager’s capabilities in differing historic market conditions, we have shown the past 

performance of the Merrion Managed Fund.  This Fund and the Merrion Balanced Fund are managed by the same investment team, 

using the same investment process and built around the same model equity portfolio.  Consequently, we anticipate that the past 

performance of the Managed Fund is representative of the past performance that would have been achieved by the Balanced Fund 

had it been available over the historical periods shown.  The Merrion Balanced Fund returns are shown when available since 

October 2006. Please refer to our website linkhttps://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 - KIIDs additional 

information is 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. 

SECTORAL DISTRIBUTION OF EQUITIES 

ASSET DISTRIBUTION 

Merrion Balanced Fund FACTSHEET 
 
The fund produced a return of 2.2% on the month against a return of 0.1% 

on the benchmark. Our outperformance was driven by a theme of strong 

earnings across OW positions and cutting exposure to technology names 

prior to the coronavirus outbreak. Our OW holdings in consumer               

discretionary such as Lennar, DR Horton, Home Depot and McDonald’s saw 

strong gains versus the benchmark with all three names delivering better 

than expected earnings. Moreover, positioning within utilities also produced 

superior performance, with Nextera Energy having a strong month despite 

mixed earnings as investors piled into utilities post the coronavirus outbreak. 

Our OW positioning in Iberdrola also benefited from this as well as a bevy of 

positive analyst commentary. Within energy, our overall UW positioning   

aided performance. However, our OW in renewable diesel leader Neste Oyj 

contributed to significant outperformance within the sector with the name 

setting new record highs this month as the move towards renewables      

continued unabated. Within tech, despite inline-to-strong earnings our     

holdings across Visa, Mastercard, Microsoft and Paypal lifted performance. 

However, just as important our decision to sell our holdings in Apple paid off 

with the Cupertino based company’s share price back within 30bps of where 

we sold it. Elsewhere, our holdings in financials saw material gains with the 

likes of Morgan Stanley and MSCI trending higher following strong earnings, 

and CME Group higher in sympathy. Defensive assets performed very 

strongly over the month, 10 year US Treasury yields falling by 40 basis 

points, 10 year German yields falling 25 basis points and deeper into nega-

tive territory and 30 year German yields falling by a similar amount, the re-

sult being a strong contribution to returns from the defensive assets. 

Positioning: We remain close to the lower end of our asset allocation ranges, 

as concerns about economic growth, elevated valuations and technically 

stretched markets encourage a defensive posture. Within our equity        

holdings, we sold the residual holdings we had in the oil sector, moving from 

underweight to zero. Regulatory headwinds continue to increase for carbon 

emitters and even despite the supply shortages from Libya crude is unable 

to rally.  Given how stretched stocks and sectors we like have become we 

also reduced our holdings in technology space (back more towards neutral), 

adding to some of our holdings in global stock exchanges and to renewable 

energy holdings in Europe as the regularity tailwind for this sector continues 

to grow with the latest iteration of the European’s Green ambitions. 

http://www.cantorﬁtzgerald.ie

