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30th June 2020 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 +3.1% over the quarter, bringing the year-to-date return to +3.9%.  

The ICE BofAML 5+ Year Euro Government Index returned +2.4% over the same 

period, bringing the year-to-date return to +3.0%. 

Global equities experienced one of the best quarters in the last 50 years (+16.3%), 

though remain 6.4% lower year-to-date after the collapse of the first quarter. 

Continued positive news on reopening of economies, a larger than expected fiscal 

stimulus from Germany (4% of GDP), a significant increase in the ECB’s stimulus 

measures (an extra 600bln of quantitative easing and an extension of the term), 

rumours of a further fiscal package in the US (another $1tln) and a huge positive 

surprise in US job numbers combined to drive expectations of a V-shaped recovery. 

However a resumption of the spread of the virus in the US questions the speed at 

which the US economy is reopening, forcing the governor of Texas to pause the 

reopening there and a number of large companies to either close businesses again or 

delay reopening.  Outside the US outbreaks in Germany, the UK, Australia and China 

have forced authorities to reimpose lockdowns on a localised basis. 

This has continued to support bonds, any supply concerns about extra fiscal spending 

being more than offset by a combination of central bank action and doubts about the 

speed of the recovery as the continued reopening globally is met by a very 

concerning spike in Covid-19 cases (and hospitalisations) in the US and South 

America, no progress on Brexit talks and ongoing deterioration in the US-China 

relationship. 

On a positive note, apart from the very strong employment report in the US, retail 

sales also rebounded very strongly, indicating that the government’s measures to 

support the unemployed have worked.  However claims for unemployment in the US 

remain stubbornly high, indicating that a further fiscal package of some sort will be 

required, as the emergency relief programme runs out at the end of July. 

The most positive news of the quarter however was the joint proposal from Germany 

and France for the EU budget to increase by 1% of Gross National Income for next 

three years.  This was followed up by an even larger proposal from the European 

Commission, which added long dated loans to the proposal.  Most importantly, part of 

this proposal is that this extra spending will not be covered by member state 

contributions but by EU debt, and that debt will not count towards individual member 

states’ debt.  The political signal here is much more important than the size (although 

that is not inconsequential), the implication being that in a crisis, the EU can issue its 

own debt at a large scale.  At this point, the proposal has yet to be agreed on, but the 

implications of it would be enormous. 

Drivers of performance 

Having moved to a small underweight duration position in the first quarter given the 

decline in core European bond yields, and having increased the exposure to Italian 

bonds as spreads widened In Q1, the fund underperformed slightly in the early part of 

the second quarter as Italian bond spreads widened again.  However we used this 

widening to increase exposure to Italian bonds further again, in addition to increasing 

the exposure to Irish sovereign debt.  This contributed significantly to performance as 

spreads tightened again following the recovery-fund proposal from Germany and 

France  
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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*  5.7% 

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 30.06.2020  

*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 
30.06.2020 

 Fixed Interest* Average Index1 

1 Month  1.7% 1.5% 1.3% 

Quarter 2 3.1% 2.5% 2.4% 

YTD 3.9% 2.8% 3.0% 

1 Year 5.0% 4.1% 6.7% 

3 Years p.a. 5.2% 5.3% 5.6% 

5 Years p.a. 4.6% 4.9% 4.9% 

10 Years p.a. 6.4% 6.1% 6.0% 

15 Years p.a. 5.5% 5.4% 5.1% 
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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 early signs of a rapid recovery have been tempered 

by a resumption of the spread of the virus.  Stimulus, both monetary and fiscal, has 

been huge, and rapidly deployed.  Most critically, monetary policy is not being left to do 

all the heavy lifting, with fiscal stimulus is being promoted globally.  All the ingredients 

for a significant recovery are there, but in the short term the outlook is certainly clouded 

by the lack of containment of the virus in the US. 

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

markets and inflation-linked bonds. 

The continued benefit of our active approach, driven by a strong coherent and well-

tested investment process should be evident over the course the 3rd and 4th quarter of 

this year. 

 

 

 

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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 Merrion 
EMU Govt Bonds > 5 

Yr to Maturity2 

0-10 Years 50.2% 49.5% 

10-15 Years 22.6% 16.8% 

15-20 Years 0.0% 10.6% 

> 20 Years 27.2% 23.1% 

Total 100.0% 100.0% 

 Merrion 
EMU Govt Bonds > 5 

Yr to Maturity2 

Cash 4.5% 0.0% 

Core 28.7% 48.4% 

Periphery 48.1% 41.1% 

Semi-Core 6.4% 10.5% 

Inflation Linked Bonds 7.6% 0.0% 

Corporate Bonds 4.7% 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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