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Global equity markets rallied further in March (+5.6%) to finish the quarter 8.8% 

higher in euro terms.  Within this, there was a notable sector dispersion, driven in part 

by the global bond sell-off, bonds suffering one of their worst quarters ever.  

Financials and industrials were strong in March (yields and recovery) yet strangely 

were outperformed by bond proxies such as consumer staples and utilities, whilst 

technology (+3.1%) lagged. 

The impact of higher yields on technology stocks is well known, though perhaps a 

more nuanced way to think of this is the impact higher yields may have on the more 

highly valued assets.  Indeed, although the technology sector at one point was down 

10% from its recent highs, small cap stocks also suffered a similar correction, and the 

Renaissance IPO Index was down by 20%. 

During the month, the $1.9tln stimulus package was passed by the US (along non-

partisan lines) and stimulus cheques are being distributed.  The Biden administration 

has already announced the next stimulus, an ambitious infrastructure plan, though it 

is likely that this will need to be at least part paid for with higher taxes (on 

corporations and the wealthy). 

The discord between the EU and the UK over vaccine supplies continues, whilst 

President Biden has doubled his vaccination targets for his first 100 days in office to 

200mln.  The divergence between the US and the EU in terms of vaccine rollout 

continues to widen.  Angela Merkel announced a hard 5-day lockdown over the 

Easter break, only to reverse that decision 36 hours later, indicative of the chaotic 

response in Europe vs the significant progress being made in the US under the Biden 

administration. 

Most interesting this month was the failure of the euro to rally despite the surprising 

strength of European PMIs.  Ultimately the vaccine rollout in Europe (and emerging 

markets) has been disappointing to say the least.  In contrast, the US is booming, 

whilst China appears to be already trying to slow down / tighten policy.  No doubt 

there will be some input price pressures, with short-term concerns on this increased 

due to the blockage in the Suez Canal, but with monetary and fiscal policy continuing 

to support (particularly in the west), economic growth will continue to rebound. 

As mentioned above, global bonds suffered one of their worst quarters ever, 10-year 

US Treasury yields rising by more than 80 basis points, 10 year bund yields rising by 

almost 30 basis points, 30-year bund yields by more than 40, and whilst periphery 

bonds did not fare as badly due to continued spread tightening, their yields 

nevertheless also rose.  After the sell-off, bonds look less unattractive, given the 

continued global central bank commitment to keeping rates at very low levels for a 

protracted period and continued lack of any inflation pressures.  However loose 

monetary and fiscal policy should see yield curves steepen over time 

Drivers of performance 

The underweight duration position added to the relative performance, particularly as 

this underweight position was expressed via core bonds, which underperformed.  The 

small overweight position in periphery bonds, in particular Italian debt, added to 

relative performance, as spreads continued to tighten (and available yields are more 

attractive).  Holdings of inflation linked bonds also added to relative performance, as 

the bond sell-off was primarily driven by rising inflation expectations 

Fund positioning and outlook 

We have used the sell-off in bonds to reduce the underweight duration position 

considerably, purchasing long-dated German and French government debt.  The fund 

enters the second quarter with duration close to that of the index, with a small 

underweight in core bonds, a small overweight in periphery bonds, and an overweight 

in inflation linked bonds. 

Fund Type Fixed Interest 

Bid/Offer Spread  None 

Launch date  19.10.2004 

Base Currency  EUR 

Liquidity  Daily 

Risk Rating ESMA*  4 

Volatility** 7.5% 

Benchmark  Emu Govt Bonds > 10 Yr to Maturity 

* Source:MoneyMate 

**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 

FUND 

Source: MoneyMate 31.03.2021  

*Performance figures are quoted gross of 
management fees.  

Management fees are detailed in the relevant share 
class addendum.  

1 Source ICE BofAML 10+ Year Euro Government Index                                                                                          

 

PERFORMANCE UPDATE AT 
31.03.2021 

 L/Bond* Average Index1 

1 Month -0.1% -0.1% -0.2% 

Quarter 1 -4.6% -5.0% -5.4% 

1 Year 6.1% 4.7% 3.9% 

3 Years p.a. 6.4% 6.4% 6.3% 

5 Years p.a. 3.8% 4.1% 4.2% 

10 Years p.a. 8.7% 8.4% 8.3% 

15 Years p.a. 6.5% 6.5% 6.3% 

The fund returned –4.6% over the quarter.  The ICE BofAML 10+ Year Euro Government Index returned –5.4% over the 

same period. 
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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 
31.03.2021 
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 Merrion EMU Govt Bonds  

>15 Years 41.5% 30.7% 

15-20 Years 7.2% 26.1% 

20-25 Years 6.7% 16.8% 

25-30 Years 44.6% 16.9% 

>30 Years 0.0% 9.5% 

Total 100.0% 100.0% 

 Merrion 
EMU Govt Bonds > 
10 Yr to Maturity2 

Cash 3.3% 0.0% 

Core 32.6% 47.1% 

Periphery 40.2% 41.2% 

Semi-Core 16.2% 11.7% 

Inflation Linked Bonds 7.7% 0.0% 

Total 100.0% 100.0% 

1 Source ICE BofAML 10+ 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

