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30th June 2021 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 tar-
gets a  return in excess of 7% per annum for the investor, notwithstanding how equity markets perform.  
 

 
Global equities marched higher over the course of the month, rising 

by 4.6% in euro terms to stand +15.9% year to date.  The mix within 

equities was stark though, the rally being driven by technology 

(+9.3%), with a 7.3% gain for the MSCI Growth Index vs just 1.7% for 

MSCI Value Index (all figures in euro terms). 

 

There were two main reasons for the dispersion of returns, the      

primary one being the push-back on inflation narrative that has 

gripped markets for the last couple of months, falling inflation        

expectations and a drift lower in bond yields.  A secondary factor was 

the rise of the Covid delta variant, with its associated threat to the 

more rapid reopening which had been priced into the cyclical sectors 

of the market. 

 

The latest US CPI data implies we are on the balance of probability 

past peak inflation scares.  This has coincided with a shift in Chinese 

policy which initially cooled credit markets but has now spread to 

everything from cryptos to commodities, as well as the Chinese      

currency and local property markets.  It is noteworthy that China’s 

credit impulse, which tends to lead industrial metal prices by 6-9 

months, peaked some months ago (and is now down y/y), and       

Chinese money supply growth is decelerating sharply.  In addition, 

the Chinese National Food and Strategic Reserves Administration 

announced during the month that they will begin to release state 

stockpiles of metals including copper aluminium and 

zinc. Commodities globally have been falling on the back of this    

tightening in China.  This has driven inflation expectations lower 

which in turn reduces the demand for commodities as an inflation 

hedge causing further weakness in commodities in a reflexive,       

self-fulfilling cycle.  Extreme investor positioning and short interest in 

global bond markets ahead of the so-called “reopening” has probably 

exacerbated the moves in yields too. 

 

The spread of the Covid delta variant is adding some confusion to 

the mix, raising concerns that the vaccination program needs another 

few weeks to remain ahead of it, leading to potential further delays to 

reopening which will hopefully be short-lived. 

 
Concerns about inflation are somewhat understandable, given the 

huge fiscal and monetary response to the crisis, coupled with the 

inevitable supply-chain-related bottlenecks as economies reopen. 

But as tapering of asset purchases approaches (whether than be at 

year-end or sometime next year), as fiscal policy becomes a       

headwind to growth not a tailwind, and as supply chain disruptions 

dissipate inflation should decelerate, driven by the combination of 

factors above (in the short-term) and the longer-term trend towards 

automation, productivity and cost reduction that has been             

accelerated by the pandemic.  
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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* 5 

Volatility 11.1% 

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. 

*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 30/06/2021. 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. 

PERFORMANCE UPDATE AT 30.06.2021 

 High Alpha* Fund Target 

1 Mth 6.1% 0.6% 

Quarter 2 5.6% 1.7% 

YTD 14.2% 3.4% 

1 Yr 22.1% 7.0% 

3 Yr p.a 10.5% 7.0% 

5 Yr p.a 6.3% 7.0% 

7 Yr p.a 7.6% 7.0% 

10 Yr p.a 7.9% 7.0% 

Inception* 327.5% 155.8% 

Inc. p.a.* 11.0% 7.0% 
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The implications of the above should be positive but could be 

profound.  We have been expecting the move lower / stabilisation in 

bond yields to change the leadership in the equity market and while this 

took longer than we had expected, over the last couple of weeks growth 

and quality companies have reasserted themselves as the equity 

leaders.  Financials should particularly underperform.  With sentiment 

and positioning in old-favoured sectors such as technology at multi year 

lows the potential for a sharp summer rally is in place.  

 

The fund returned +6.1% in the month, the strong return driven by 
overweight positions in structural growth equities, a short position in EU 
banks, and short positions in gold and copper.  We continue to be 
positioned for strength in structural growth / quality names, weakness in 
cyclical sectors such as banks, and weakness in commodity prices.   

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 31/12/2020 

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% 

2020 28.2% 7.0% 

Please refer to our website link: https://cantorfitzgerald.ie/wp-content/uploads/2019/08/policy-research-third-party-1.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

