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31st March 2020 Merrion Long Bond Fund FACTSHEET 

The fund returned 1.6% over the quarter.  The ICE BofAML 10+ Year Euro Government Index returned 1.2% over the 

same period. 

February ended with the most precipitous decline in equities from an all-time high bar 

none, and March saw a further collapse as the impact of the Covid-19 pandemic 

grew.  Global equities fell by more than 23% at one point (and 33% below the all-time 

high set in February) before rebounding to finish the month 13.3% lower, to finish the 

worst quarter since 2008, and the second worst in twenty years.  Global equities 

finished the quarter down 19.5%, Europe fell by 25.6%, the US and Japan by 20%.  

The moves over the last month have been some of the most dramatic ever.  The entry 

into a bear market (down 20%) was the most rapid in the last hundred years, and 

coincided with the most volatile period in financial markets over the same period – 

looking at successive moves of 4% (up or down), March saw 8 days in a row where 

the US market moved by more than 4% each day – and that doesn’t include intra-day 

moves.  March also saw one of the best days for the US market since 1933. 

Adding to the volatility, the OPEC+ alliance with Russia collapsed, Saudi Arabia 

announced a significant increase in production in addition to lowering the price of its 

crude oil by the most in 30 years.  This led to a 20%+ fall in the oil price overnight, a 

further collapse in bond yields and significant falls in global equity markets. 

These moves in equities obviously supported bonds, and yields fell precipitously.  

However, the crisis then began to infect all asset classes.  Government bonds saw a 

significant rise in yields, reversing most of the move seen since mid-February, leading 

to price falls of circa 10% for long dated US Treasuries and German Bunds, with high 

quality corporate bonds falling even further as credit spreads also widened 

significantly.  Action from central banks (outlined below) went some way to curtailing 

the panic, and most of these moves then reversed. 

Amidst all this there has been a significant response from monetary and fiscal 

authorities.  On the monetary side, the Federal Reserve cut rates to zero, relaunched 

(unlimited) quantitative easing, will offer $4.5 trillion in repo over the next few weeks, 

restarted its commercial paper funding facility, announced significant measures to 

support the flow of credit to the US economy and bolstered international dollar swap 

lines.  The ECB, having already restarted its quantitative easing programme 

announced a 700bln euro increase in its size along with capital key and issuer limit 

flexibility, extended the eligible assets to Greek debt and corporate commercial paper 

and eased some capital constraints on bank lending.  The Bank of England cut rates 

and relaunched its own QE.  On the fiscal side, many European governments have 

announced wage subsidies, deferred tax payments with expectation of more to 

come.  In the US, the administration passed a $2 trillion fiscal package, which 

includes cheques to households. 
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Fund Type Fixed Interest 

Bid/Offer Spread  None 

Launch date  19.10.2004 

Base Currency  EUR 

Liquidity  Daily 

Risk Rating  4 

Volatility*  8.4% 

Benchmark  Emu Govt Bonds > 10 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 31.03.2020 

*Performance figures are quoted gross of 
management fees.  

Management fees are detailed in the relevant share 
class addendum.  

1 Source ICE BofAML 10+ Year Euro Government Index                                                                                          

PERFORMANCE UPDATE AT 
31.03.2020 

 L/Bond* Average Index1 

1 Month -4.5% -4.8% -5.2% 

Quarter 1 1.6% 1.1% 1.2% 

1 Year 11.5.% 11.1% 11.1% 

3 Years p.a. 6.3% 6.9% 7.3% 

5 Years p.a. 2.1% 2.9% 3.2% 

10 Years p.a. 7.5% 7.5% 7.5% 
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Drivers of performance 

Having moved to an overweight duration position in the fourth quarter of 2019 (primarily 

through investments in long dated European bonds) due to anaemic growth indicators, 

the fund performed strongly as yields fell.  However the decline in core European bond 

yields was such that their valuation became unattractive, prompting a switch into Italian 

bonds (whose spread over Germany had widened substantially) and a reduction in 

duration.  This protected the fund’s performance as yields rose rapidly towards the end 

of the quarter.   

Fund positioning and outlook 

The markets will continue to be extremely volatile and difficult over the next few weeks 

and months.  

Growth has clearly collapsed, and the key question is not how bad it will be but for how 

long it will extend.  Stimulus has been huge.  Monetary authorities in 2008 didn’t even 

have the tools they have now have, so it took a long time to first create them, then 

deploy them – this time, the tools have been deployed very rapidly.  In addition, fiscal 

stimulus is being promoted globally, in the order of 5-10% of GDP, rather than the 

irrational hysteria about fiscal austerity that characterised the last crisis, which in turn 

reduced the ability of fiscal policy to mitigate the economic damage.  All the ingredients 

for a significant recovery are there.  The fiscal and monetary response should mitigate 

some of the near-term damage and help foster a recovery in due course. 

The fund has a small underweight 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. 
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31.03.2020 
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31.03.2020 

Merrion Long Bond Fund FACTSHEET 

 Merrion EMU Govt Bonds  

< 15 Years 47.9% 33.3% 

15-20 Years 0.0% 22.7% 

20-25 Years 21.2% 19.0% 

25-30 Years 19.3% 15.5% 

>30 Years 11.6% 9.5% 

Total 100.0% 100.0% 

 Merrion 
EMU Govt Bonds > 
10 Yr to Maturity2 

Cash 12.4% 0.0% 

Core 25.3% 47.9% 

Periphery 42.1% 40.3% 

Semi-Core 12.7% 11.8% 

Inflation Linked Bonds 7.5% 0.0% 

Total 100.0% 100.0% 

1 Source ICE BofAML 10+ 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 

http://www.cantorﬁtzgerald.ie

