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30th September 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.  

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* 5 

Volatility 10.3% 

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 30.09.2020 

 High Alpha* Fund Target 

Q3 -6.0% 1.7% 

YTD 12.4% 5.2% 

1 Yr 6.8% 7.0% 

3 Yr p.a 1.3% 7.0% 

5 Yr p.a -0.4% 7.0% 

7 Yr p.a 4.0% 7.0% 

10 Yr p.a 4.7% 7.0% 

Inception* 226.9% 143.0% 

Inc. p.a.* 9.4% 7.0% 

*The Merrion High Alpha Fund (QIAIF) was launched in August 2007. Source: Merrion 
Investment Managers 30.09.2020. 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. 

The fund returned a disappointing –6.0% in Q3 to leave the year-
to-date return at +12.4% (global equities returned -2.9% year-to-
date) 
 
Equity derivative trades to profit from a declining market coupled 
with a basket of cyclical stocks hedged against the market       
contributed to the bulk of the negative return. The short equity 
positions were closed in late July as risk management levels 
were broken on positive price action, which diverged from the 
macro news flow.  We continue to hold the basket of cyclical 
stocks, but have replaced the direct hedges (futures) with index 
put options.  The fund is positioned long equities (circa 50%), 
partially hedged with index put options, and short 30 year bonds. 
 
Readers will remember how they felt and what they did           
after listening to Leo Varadkar’s seminal speech on St Patricks 
Day. Most will have called a loved one and bought the household 
essentials. The savvy amongst us though would have called our 
broker and bought equities, for the market bottomed a day or two 
later and has been on a historical run since. Despite ongoing and 
resurfacing domestic difficulties surrounding Covid-19 there     
remain global opportunities for investors to take advantage of. 
This year has been a consistent reminder to not lose sight of this 
fact. 
 
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. 
 
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. 
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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 30/09/2020 

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% 

As we enter the final quarter of a difficult year all the   
ingredients are there for the equity markets to produce 
strong returns over the next few years for investors. 
Rates will remain at zero and fiscal stimulus across the 
globe continues (regardless of the outcome of the US 
election).The market leaders of the last few years at the 
forefront of both this and the next leg in industrial and 
technological change have seen their outlook improved 
as a result of Covid-19. Ambitious carbon neutral targets 
by Europe are becoming the norm and will see the need 
for large scale investments across the global industrial 
supply chain. The more cyclical sectors of the market 
which have suffered this year are at attractive valuations, 
just as the global economic cycle picks up.  

 

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 global opportunities out there 
for us to invest in. 

http://www.cantorﬁtzgerald.ie

