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30th September 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 +3.0% over the quarter, bringing the year-to-date return to +7.0%.  

The ICE BofAML 5+ Year Euro Government Index returned +2.5% over the same 

period, bringing the year-to-date return to +5.5%. 

The industrial recovery in China continues unabated. Evidence of this can be seen in 

the exceptionally strong price of industrial commodities, especially copper. On a 

recent webinar with the new CEO of Rio Tinto we were struck by his comments into 

how strong the recovery in China is, noting how  they “couldn’t have predicted a better 

outcome,” and were “surprised demand could be so strong”. Even more importantly 

it’s not just the public sector in China, driven by infrastructure spending which is 

booming. Private sector spending has also rebounded strongly. This is across 

numerous sectors has been confirmed by recent comments by Daimler and 

Volkswagen, as well as luxury goods maker Prada. 

The acceleration of the shift to a more digital world has naturally benefitted the 

bellwether technology names as the services and infrastructure they provide is the 

platform on which society and the economy operate. As these companies make up a 

large proportion of the stock market, their continued strong performance drives the 

overall market. Microsoft sales are currently $150bn which will grow 15% a year for at 

least the next 3 years in spite of trade wars and Covid-19. Its cloud Business, Azure, 

which did not exist 5 years ago, will generate $20bn of revenue this year. 

The benefits of this digital shift are felt across numerous industries. Nike is at all-time 

highs, reporting online sales rising 83%. An online sale for Nike is worth twice to them 

what a traditional bricks and mortar sale is. This acceleration of online retail business 

(5 years’ worth of demand brought forward according to Paypal) is driving demand for 

logistics and delivery companies who in turn are driving investment in factory 

automation and digital platforms of their own. Low rates and global fiscal spend by 

governments is driving investment into these industries which will dominate the next 

decade. 

Closer to home there has been untold disruption to certain sectors, especially SMEs 

in the leisure travel and hospitality areas. However even allowing for this, some of the 

statistics coming out about the housing market in Ireland are extremely positive. At 

the current run rate, house price inflation could barely be negative on the year and 

approvals for first time buyers for mortgages is up over 10% year on year. Given the 

already well documented supply issues this should provide a base for accelerated 

construction into 2021 to help drive the economic recovery. 

Bonds remain supported by global central bank commitment to keeping rates at very 

low levels for a protracted period, and continued lack of any inflation pressures.   

Drivers of performance 

The drift lower in bond yields over the quarter meant that the small duration 

underweight detracted slightly from performance.  However, the duration underweight 

is expressed mainly via “core” bonds, where there is little value.  The fund is 

overweight periphery bonds, in particular Italian debt, the spreads (and yields) of 

which have continued to fall steadily, more than compensating for the small drag from 

the overall duration underweight.  Irish debt has performed very strongly, and we 

used this outperformance to reduce exposure in favour of French debt.   
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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*  5.6% 

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 30.09.2020  

*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 
30.09.2020 

 Fixed Interest* Average Index1 

1 Month  2.1% 2.0% 2.1% 

Quarter 3 3.0% 2.5% 2.5% 

YTD 7.0% 5.4% 5.5% 

1 Year 2.9% 1.5% 1.2% 

3 Years p.a. 6.1% 5.9% 6.1% 

5 Years p.a. 4.5% 4.5% 4.6% 

10 Years p.a. 6.6% 6.1% 5.9% 

15 Years p.a. 5.6% 5.5% 5.2% 
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Fund positioning and outlook 

The fund has a small underweight duration position, expressed via “core” bonds, is 

overweight periphery bond markets and inflation-linked bonds. 

Merrion Investment Managers has a tried and trusted investment process with a proven 

track record that enables us to both exploit the opportunities and navigate the risks that 

lie ahead. This process has allowed us to not let the current domestic difficulties 

overshadow or distract us from the exciting opportunities out there for us to invest in. 

 

 

 

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. 

DISTRIBUTION OF ASSETS AT 
30.09.2020 

DISTRIBUTION OF ASSETS AT 
30.09.2020 

Merrion Fixed Interest Fund FACTSHEET 

 Merrion 
EMU Govt Bonds > 5 

Yr to Maturity2 

0-10 Years 52.9% 49.4% 

10-15 Years 18.6% 16.5% 

15-20 Years 1.5% 12.7% 

> 20 Years 27.0% 21.4% 

Total 100.0% 100.0% 

 Merrion 
EMU Govt Bonds > 5 

Yr to Maturity2 

Cash 4.5% 0.0% 

Core 32.9% 48.4% 

Periphery 43.8% 41.1% 

Semi-Core 6.4% 10.6% 

Inflation Linked Bonds 7.7% 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 

http://www.cantorﬁtzgerald.ie

