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31st August 2020 Merrion High Alpha Fund 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 equity rally continued through August, global equities rising 
by 4.8% in euro terms to almost erase their year-to-date losses   
(-1.5% year to date).  In US dollar terms, global equities made a 
fresh all-time high this month, though for the euro-based investor 
that milestone remains more than 8% away.  The move higher 
was driven by technology stocks, the mega-caps reporting strong 
results early in the month, though consumer discretionary and 
financials also performed well.  Market breadth continues to    
narrow however - the Nasdaq is now at a record premium to its 
200-day moving average over the last 20 years, and more than 
75% of the rally in the US technology sector month-to-date has 
come from just 6 stocks. 
Global bond yields reversed their recent march lower, rising over 
the month and pushing yield curves steeper.  This in turn helped 
financials and cyclical stocks to outperform.   
Economic data was reasonably robust, with US durable goods 
orders, European industrial production and Chinese trade data all 
indicating a continued bounce in economic activity.  More leading 
economic indicators however suggest that consumer spending 
growth has slowed after the initial surge following the easing of 
lockdown restrictions. In Europe, PMI data indicated that the   
Initial bounce in economic activity has also slowed, particularly in 
the services sector where renewed restrictions have weakened 
the recovery.   
Highlighting the risks to economic recovery was the UK          
government’s addition of France and the Netherlands to its     
coronavirus 14-day quarantine list, increasing numbers of      
Covid-19 cases in Europe which in turn prompted renewed     
restrictions, the continued failure to reach a deal in the US on an 
extension of unemployment benefits (which expired at the end of 
July), and ongoing tensions between the US and China, though 
on the plus side they did hold talks about the Phase 1 deal that 
were described as “constructive”. 
Although the second wave of the virus continues to cause       
renewed lockdowns / restrictions, the large number of vaccines in 
various stages of development and clinical trials boosts the     
medium term outlook.  This month the US FDA approved a $5, 15
-minute Covid-19 test, which will come with a mobile app to    
display test results, greatly increasing hopes of a return to more 
normal environment, particularly for travel. 
 
The most interesting macro-economic development over the 
month was Fed Chairman Powell’s speech at the virtual Jackson 
Hole Symposium, where he outlined the results of the Federal 
Reserve’s Monetary Policy Review.  The Fed will in future aim for 
an average inflation rate of 2%, to be implemented in a "flexible" 
manner, as Powell underlined.  This means that periods of lower 
inflation will be balanced by periods of higher inflation.  This 
should lead to steeper yield curves, as the short-end of the yield 
curve should remain anchored by a low-rates-for-longer          
argument, whilst longer dated yields should reflect a higher     
inflation risk premium. 
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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 Daily 

Risk Rating* 4 

Volatility 9.1% 

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 31.08.2020 

 High Alpha* Fund Target 

1 Mth -0.8% 0.6% 

3 Month 1.0% 1.7% 

YTD 15.8% 4.6% 

1 Yr 8.5% 7.0% 

3 Yr p.a 3.5% 7.0% 

5 Yr p.a 0.0% 7.0% 

7 Yr p.a 5.5% 7.0% 

10 Yr p.a 4.4% 7.0% 

Inception* 238.2% 141.8% 

Inc. p.a.* 9.8% 7.0% 

*The Merrion High Alpha Fund (QIAIF) was launched in August 2007. The High Alpha 
Fund (RIAIF) returns are shown from the end of Q3 2008. Source: Merrion Investment 
Managers 31/08/2020. 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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The fund generated a very small loss on the month, a combination 
of some small short term trades in the Nikkei and S&P that didn’t 
work. The fund is positioned now focused more on shorter term 
opportunities in the extreme cyclical underperformers. It currently 
owns a basket of cyclical stocks, hedged against the market. We 
continue to note positive signs of a global recovery, be it in the price 
of commodities, manufacturing data, corporate commentary, house 
prices and inflation expectations. Global earnings appear to have 
reached a base and are inflecting higher, being led by the more 
cyclical sectors. Post the decision of the federal reserve last week 
we feel the narrative of  recovery, reflation and rotation will take hold 
as we enter the last quarter of the year. Add to that 3 vaccines in 
the west now in stage 3 trials the risk to the speed of the recovery 
would appear to be all on the upside. In light of this the fund has 
also initiated a large short  position in long dated US and German 
bonds. We took profits in the German /Italian Bond spread trade we 
had on. 

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, our short-term risk indicators suggest 

an element of near-term complacency.  The overall market direction 
remains unclear, having been driven to new highs by a small 
number of very large stocks, and the impact of the apparent turn 
higher in bond yields, which have been very supportive of growth 
stocks and consumer staples, remains to be seen.  The continued 
benefit of our active approach, driven by a strong coherent and well-
tested investment process should continue to be evident as 
economic and market conditions evolve. 

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 FACTSHEET 

Asset Allocation to 30/06/2020 

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 0.5% 7.0% 

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. 

http://www.cantorﬁtzgerald.ie

