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30th June 2020 Merrion High Alpha Fund (QIAIF) FACTSHEET 

The High Alpha Fund was launched in August 2007*. It is a process-driven absolute return fund. The fund may hold 

cash from time to time in order to protect capital. The fund does not reference a benchmark, instead it targets a   

return in excess of 7% per annum for the investor, notwithstanding how equity markets perform.  

The fund performed very well in June, producing a return of 
4.6%, to leave it up 23.1% for the quarter. 

Global equities pushed on further in June, rising by 1% on the 
month to finish one of the best quarters in the last 50 years 
(+15.3%), though still 7.2% 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 lead to a 
continuation of April and May’s surge in equity prices in early 
June, the US market briefly getting into positive territory on a 
year-to-date basis. 

However, this coincided with two note-worthy events as 
both the odds of a democratic clean sweep in November and 
the number of coronavirus cases in US states bordering 
South America rose to unsettling levels. Further 
disappointment in regards to the potential for European banks 
paying dividends in the near term, continuous Brexit 
stalemate ahead of the month end deadline and a Fed 
meeting which couldn’t deliver anything new all contributed to 
a sudden change in sentiment,  culminating in a large global 
sell off mid-month, after which equities struggled for direction 
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. The 
resumption of the spread of the virus 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 
and China have forced authorities to reimpose lockdowns on 
a localised basis.   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. 

As one of the strongest quarters for global equities in almost 
50 years draws to a close and having been heavily invested in     
equities for most of it we reduced exposure over the last 2-3 
weeks as a technically vulnerable market at elevated 
valuations met a murky short term macro-economic and geo 
political outlook. Although the Federal Reserve will continue to 
support this sector, yields have fallen so much that valuations 
are no longer as attractive.   

Continued 

FUND PARTICULARS 

Fund Type Absolute Return 

Performance Fee 20% of the excess return over 7% p.a. 

Bid/Offer Spread None 

Launch date 15/08/2007 

Base Currency EUR 

Liquidity Quarterly 

Risk Rating* 4 

Volatility 10.8% 

Benchmark 7% Target Return 

* ‘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. 

PERFORMANCE UPDATE AT 30.06.2020 

 High Alpha* Fund Target 

Q2 23.0% 1.7% 

YTD 19.6% 3.4% 

1 Yr 14.2% 7.0% 

3 Yr p.a 3.9% 7.0% 

5 Yr p.a 0.8% 7.0% 

7 Yr p.a 6.3% 7.0% 

10 Yr p.a 4.9% 7.0% 

Inception* 247.7% 139.0% 

Inc. p.a.* 10.2% 7.0% 

*The Merrion High Alpha Fund (QIAIF) was launched in August 2007. Source: Merrion 
Investment Managers 30.06.2020. Performance Figures are quoted gross of            
Management Fees. Management fees are detailed in the relevant share class        
addendum. There is a performance incentive linked directly to the  success of the fund.    
Merrion Investment Managers will share 20% of the excess return over 7% p.a. Fund 
performance is quoted net of the performance fee. 
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Our overweight exposure to the tech sector was a major 
contributor to outperformance, with digital payment, 
cloud and semi’s continuing to benefit from the ‘Work 
from Home’ theme. Deutsche Bank  was one of the 
standouts as it continues with its ambitious restructuring 
plans. Our holding in Hong Kong Exchanges  benefited 
from continued noise around increased listings derived 
from US-China tensions. Moreover, the company 
announced a lucrative licencing agreement with MSCI 
to offer derivatives and will for the first time allow 
companies with primary listings abroad and dual class 
shares to be included in the benchmark HIS. Our 
holdings within the Materials sector benefitted from a 
rebound in industrial metal prices from their Q1 trough. 
A basket of airlines and other travel and leisure names 
we bought in March performed strongly as expectations 
of a gradual reopening buoyed share prices. 

Outlook 

We continue to have a very positive outlook for equities 
over the medium term as a zero-rate world and             
co-ordinated global fiscal expansion will drive 
investment into the industries that will dominate the next 
decade. However, after the strong rally off the March 
lows our short-term risk indicators have begun to flash 
orange.  The surge in cases in the US raises some 
questions about the pace of reopening and the speed of 
recovery.  Meanwhile, the US-China situation continues 
to deteriorate, as does the overall backdrop in       
emerging economies where we have concerns about 
rising Covid cases, the lack of tourism, declining FX 
reserves and excessive external debt.  Together with a 
divisive US election where the challenger appears to 
have a lot less market friendly policies than the 
incumbent, these factors have the potential to generate 
further short-term volatility over the summer, which will 
provide better opportunities to exploit our more medium 
term view. 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. 

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. 

Merrion High Alpha Fund (QIAIF) FACTSHEET 

Asset Allocation to 30/06/2020 

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. 

Year on Year Performance 

 High Alpha* Fund Target 

2008 6.6% 7.0% 

2009 61.9% 7.0% 

2010 7.7% 7.0% 

2011 0.6% 7.0% 

2012 9.5% 7.0% 

2013 14.5% 7.0% 

2014 10.7% 7.0% 

2015 16.7% 7.0% 

2016 -7.7% 7.0% 

2017 -0.9% 7.0% 

2018 -6.8% 7.0% 

2019 0.6% 7.0% 
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