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29th February 2020 Merrion Global Equity Fund  FACTSHEET 

The Merrion Global Equity Fund captures the capital growth potential inherent in equity markets over the long term. The 

Fund invests in a diversified portfolio of global equities to achieve long-term capital growth through active sector, global 

and global allocations. The Merrion Global Equity Fund returned –5.9% during February 2020. The benchmark MSCI AC 

World Index returned –7.4% in the same month.   

February saw global equities rising by almost 7% in the first half of the month before 

collapsing 15% in the latter part of the month to finish 7.4% lower (and down 7.2% year-

to-date).  This was the most precipitous decline from an all-time high bar none. Only one 

week during the GFC was worse.  When the Germans invaded France, the market fell 

only slightly more.  There were factors beyond the coronavirus that caused this.  It is no 

coincidence that the market once again peaked and then sold off as the Federal Reserve 

repo operation began to shrink and liquidity was withdrawn.  It is also no coincidence that 

the market sold off post record retail participation, record passive buying and record low 

levels of put protection in place.  Even after Apple profit warned on the entire Chinese 

economy being shut complacency was still everywhere.  With volatility exploding off the 

lows market makers withdrew liquidity which caused the market to gap lower on every 

headline (of which there were plenty) which caused panic as the virus narrative took 

hold.  This two day drop at the start of the last week of the month then triggered a bout of 

retail selling, culminating in over 125bn of one of the most popular US retail ETFS trading 

on one day alone (by far the most any security ever listed has ever traded on any day). 

The fund produced a return of –5.9% on the month against a return of –7.4% on the 

benchmark. Our strong outperformance was driven by defensive positioning within our 

equities, coupled with a high cash weighting.  The equities we held performed strongly. 

Within Materials, our holding in Anhui Conch Cement (+12% throughout the month) was 

a stellar outperformer as the Chinese government tried to shore up economic growth 

amid the COVID-19 outbreak by pledging more fiscal spending. Within Utilities, Spanish 

electricity provider Iberdrola gained over 4% as defensives benefitted from the turmoil 

and Iberdrola sold its holdings in Siemens Gamesa for $1.2B as well as announcing 

strong FY19 earnings that topped expectations and management announced strong 

FY20 guidance. Moreover, our decision to sell our remaining holdings of Apple around 

the $322 share range contributed to significant outperformance, with the iPhone maker 

proceeding to fall to lows of $256/share. This outperformance was helped by our UW 

positioning across Energy, Materials and Industrials sectors as we. Within our strategic 

holdings, notable outperformance was derived from tactical trading in emerging markets 

which we sold near highs in the first half of February.  

Positioning 

We have held a high cash weighting for a number of months, based on our concerns 

about economic growth, elevated valuations and technically stretched markets.  

However, the fund was extremely active very late in the month.  Given the scale of the 

sell-off, towards the end of the month we invested most of the cash in high quality 

names/themes we already like/own. Three aspects of our investment process combined 

over a 24-hour period to lead us to these changes. From a valuation perspective the 

moves in asset classes left the equity risk premium at levels which have preceded a 

bounce in the last number of equity market sell offs. The dividend yield pick-up in stocks 

over treasuries also reached extreme levels which have preceded bounces.  (Roughly 

two thirds of US stocks yield more than the US ten-year bond yield).  This coincided with 

numerous key technical or market-based indicators we look at giving contrarian 

buy/bottom signals.   
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Fund Type Equity 

Bid/Offer Spread  None 

Launch date  10.05.1995 

Base Currency  EUR 

Liquidity  Daily 

Risk Rating  6 

Volatility*  15.4% 

Benchmark  MSCI AC World TR Index (Eur) 

FUND 

Source: MoneyMate 29.02.2020 

*Performance figures are quoted gross of 
management fees.  

Management fees are detailed in the relevant share 
class addendum.  

PERFORMANCE UPDATE AT 
29.02.2020 

 Global Equity* MSCI AC World 

1 Month -5.9% -7.4% 

3 Months -2.8% -5.8% 

1 Year 9.8% 7.5% 

3 Years p.a. 4.0% 5.7% 

5 Years p.a. 3.3% 5.9% 

10 Years p.a. 9.3% 10.4% 

15 Years p.a. 6.9% 7.4% 

20 Years p.a. 3.6% 3.6% 

*‘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. 
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These ranged from sentiment indicators to options market pricing.  This 

was all occurring while the federal funds market was beginning to price in 

action ranging from an emergency intra meeting cut to a 50 basis points 

cut.  We also noted with interest how China and Chinese infrastructure 

stocks in particular outperformed in the last week of the month as the 

stimulus measures announced from China appear to be gaining traction 

already.  Subsequent action from the BOJ and BOE will fuel the narrative 

of “global co-ordinated intervention” from authorities. 

 

Ultimately though, we remain for now in a low growth, low / zero rate, high 

risk but highly liquid environment, which means portfolios should continue 

to be focused on factors such as high quality, sustainable structural 

growth, positive earnings momentum, strong and growing dividends, 

regulatory tailwinds not headwinds, and insulation from geopolitical risks.  

These are the factors which will continue to add value to portfolios over 

time. The markets will continue to be extremely volatile over the next few 

weeks and months.  The economic impact of Covid-19 is still uncertain, 

Russia/Nato relations have hit a serious crunch point in Turkey, Brexit 

negotiations have worsened, and Ireland has no government.  The merits 

of actively managed funds with a proven investment process continue to 

be evident as we navigate these uncertain times.  We will continue to 

actively manage our risk and our exposures. 

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. 

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. 
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