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RISK WARNINGS:

This document contains details of historic and forecast market and index performance.

Warning: Past performance is not a reliable guide to future performance.

Warning: These figures are estimates only they are not a reliable guide to future performance.

Warning: The value of investments may go down as well as up.

Warning: If you invest in a product you may lose some or all of the money you invest.

Warning: Investments may be impacted by changes in currency exchange rates.

Warning: If you invest in a structured product you will not have access to your money before the product matures.

Warning: If you cash in a fixed term product before the maturity date you may lose some or all of the money you invest.

Warning: The income you get from this investment may go down as well as up.

Warning: Investment in the Private Markets strategy requires long term commitment, with no certainty of return.

Warning: If you invest in a Private Markets strategy you will not have access to your money before the investment matures.
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As you will recall, 2018 was a challenging year, as a 
slowing in economic data at the end of 2018 and into the 
early part of 2019 signalled a sharp reversal in interest 
rate policy from Central Banks across the world. This 
significant change saw a re-rating in equity markets that 
has delivered strong gains in risk-oriented portfolios in 
2019. It also proved supportive for fixed income markets, 
which translated into more modest gains for most of our 
cautious portfolios. 

2019 was dominated by a slowing in the global economy, 
a resumption in Central Banks’ supports for lower 
interest rates and by increases in global trade tensions.  

In the near term, we think these challenges will continue 
to dominate thinking in the world’s capital markets. 
Nonetheless, at time of writing, these concerns looked 

Welcome to the January 2020 edition of 
InPrivate, which reviews the performance of 
the key products and funds in your portfolio in 
2019. I hope you find it useful alongside your 
individual valuation report which is enclosed. I 
am delighted to report that 2019 proved to be 
a strong year across most portfolios, boosted 
by a bumper set of returns, particularly in 
equity markets.
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to be easing somewhat, and while 2020 presents an 
uncertain environment, we see it as one of  slowing 
growth, continuing to be buffeted by historically low 
interest rates. 

Many of these challenges are discussed in detail in 
your copy of InPrivate, as well as the opportunities that 
markets will present for the year ahead. 

Our views on these and other matters facing 
investment markets are available on our website 
www.bankofireland.com/Private  – a key source of up to 
date information and insights for you, our customers.

In our Private business we remain committed to helping 
you with every aspect of your wealth management from 
your investment plans, to planning for your family’s 
security, retirement planning and passing on your wealth.

As always I encourage you to schedule a meeting with 
your Private Client Manager, with an eye to perhaps 
recalibrating your life goals and seeing if there are new 
ways in which we can support you and your family.

On behalf of all of us in Bank of Ireland, I thank you for 
your continued trust and placing your business with us. 
We look forward to serving you brilliantly as we work on 
your behalf in 2020.

Contents
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Through the year Central Banks cut interest rates and restarted 
Quantitative Easing and this worked a treat, powering all the 
major asset classes to strong gains. That the global economy 
and markets are still reliant on Central Banks ten years on from 
the Great Recession is the sharpest reminder that this remains far 
from a normal economic and market cycle for investors. 

Through 2019, the global economy slowed to the point where 
recession became a regular talking point, but this owed little to 
Central Banks’ stewardship of the economy. Instead, the US-
China trade war was the main issue weighing on global growth. 
Although investors took heart from the ‘progress’ in US-China 
trade discussions, in reality the opposite was the case from an 
economic standpoint. The US heaped more tariffs on China 
through 2019, putting China’s economy under greater pressure as 
the year wore on. Weaker Chinese growth rippled through the rest 
of the world, particularly in Asia and the Euro zone. Brexit related 
paralysis also meant that the UK economy slowed to almost stall 
speed last year.  

Despite the weaker global economy most investors’ portfolios 
performed well last year mainly due to central bankers. However, 
it may be asking too much to expect the same result this year 
if the global economy were to deteriorate again. Ultimately we 
feel investors need to see evidence of improvement in the global 
economy if markets are to make good progress this year. 

A lasting thaw in the trade war is the first catalyst for recovery 
investors should look for in 2020. The Phase 1 deal between the 

Recovery
  or recession

Tom McCabe 
Global Investment Strategist

If investors were in any doubt that 
Central Banks were still the main 
game in town, 2019 should have put 
those reservations to bed. 

will determine aging bull’s diagnosis for 2020

2019 MARKET REVIEW & OUTLOOK 

“        A thawing in the trade war is the 
first catalyst for recovery investors 
should look for in 2020. If the US 
and China can get an initial trade 
agreement across the line, investors 
can hope that the trade war between 
the two nations won’t worsen. ”
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US and China at least gives investors some hope that the trade 
war between the two nations won’t get any worse. Were the 
agreement to be accompanied by tariff rollbacks however, this 
would be an added economic bonus. This remains to be seen 
though - since President Trump faces re-election in November, 
he may be reluctant to relinquish his tariff ‘whip hand’ over China 
just yet.  

Other factors will also be important to the economic landscape 
in 2020. Despite slowing in 2019, the US economy performed 
solidly thanks to the resilience of consumer spending. If the US 
and world economies are to rebound this year, the US consumer 
will have to keep spending. Continued Central Bank support will 

also have to be a given if the economy is to improve globally. 
We have no doubt that this will again be forthcoming, although 
support is sorely needed in some regions more than others – 
China being a good example. 

Finally, in recent months investors have speculated that we 
will see a big injection in government spending which could 
boost the economy in 2020. At this point however it is uncertain 
whether this will materialise, especially given the political 
backdrop. It is hard to imagine, for example, US Democrats 
signing off on a major stimulus bill in 2020, in doing so potentially 
helping Donald Trump’s re-election prospects in November. 
Meanwhile in the Eurozone, comments from German government 

circles suggest there is a real reluctance to open the budget 
purse strings unless the economy deteriorates further. 

Politics will inevitably feature for investors again in 2020, but 
the US Presidential Election should stand out as the major 
geopolitical event. Historically, US stock markets tend to 
perform better in years where Republicans win the White 
House, perhaps prompting stock market bulls to favour 
a Trump re-election. However, it’s very early days and 
investors’ interest is more centred now on whether Elizabeth 
Warren could win the Democratic nomination, especially 
given many see a Warren presidency as a potential negative 
for markets.  

On balance the riskier asset classes (such as equities and 
commercial property) still look capable of outperforming 
deposits and government bonds this year. The interest 
rate cuts and collapse in bond yields last year actually 
mean that riskier assets now have a very low bar to beat 
bonds and deposits. For example, the dividend yield alone 
on world stock markets now handsomely exceeds the 
income available from deposits or most developed market 
government bonds. More broadly, it is difficult to see a 
repeat of the huge equity returns earned in 2019 this year. 
Our sense is that the bull market can grind on but a stronger 
economic backdrop is crucial to give it the next leg up.

2019 MARKET REVIEW & OUTLOOK 

“        If the US and world 
economies are to rebound this 
year, the US consumer will 
have to keep spending. ”

2019 MARKET REVIEW & OUTLOOK 
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The PRIME Funds range performed strongly over 
the course of 2019, ranging from 9.2%* for the 
lowest risk fund (PRIME 3) to 26.4%* for the PRIME 
Equities Fund. The dynamic risk management 
mechanism performed as expected, with the funds 
that target a lower risk achieving a smoother journey 
in 2019 compared to the funds in the higher risk 
categories. Components such as diversification 
and the risk adjustment mechanism helped these 
portfolios better navigate the more turbulent 
periods of the year, though with somewhat lower 
performance. 

Many of the riskier asset classes, such as equities, 
continued to perform strongly over 2019, largely on 
account of investors willing to pay more for future 
earnings, rather than the earnings themselves 

PRIME FUNDS IN 2019

  in 2019

materially increasing. Investors also broadly shrugged off 
political risks such as the ongoing China / US trade dispute. 
Multi-factor equity lagged more standard equity, with the 
valuation factor in particular being out of favour this year. 
Bonds also performed well across the board, as interest 
rates were pulled ever lower by Central Bank activity. 

On the whole, in 2019 PRIME Funds has built on the solid 
performance of previous years, as the global economic 
cycle grinds forward.

PRIME
funds

NOTE!  All performance figures are cumulative except where those greater than a year quote p.a., when they are instead annualised. Please refer to the actual Factsheet for the particular 
Fund for details of the basis used for calculating the performance/price of that particular Fund. The date of the prices shown is the date on which the prices were calculated using close of 
market prices on the previous working day.

Source: New Ireland

9.2% PRIME 3 16.7% PRIME 4 20.9% PRIME 5 26.4% PRIME Equities

Annualised 1Mth 3Mth YTD 1Yr 3Yrs (p.a.) 5Yrs (p.a.) 10Yrs (p.a.)

PRIME 3 0.5% 1.5% 0.0% 10.0% 3.8% - -

PRIME 4 1.1% 3.3% 0.0% 17.5% 6.7% - -

PRIME 5 1.5% 5.0% 0.0% 21.9% 8.1% - -

PRIME Equities 1.6% 5.3% 0.0% 27.4% 9.4% - -

Warning: These funds may be affected by changes in currency exchange rates.
Warning: The value of your investment may go down as well as up.
Warning: Past performance is not a reliable guide to future performance.
Warning: If you invest in these funds you may lose some or all of the money you invest.

NOTE! The basis used for calculating the performance/price of the above Fund(s) may vary depending on the Fund(s) selected. All performance figures are cumulative except where those greater

than a year quote P.A., when they are instead annualised. Closed means that the fund is closed to New Business. Please refer to the actual Factsheet for the particular Fund for details of the basis

used for calculating the performance/price of that particular Fund. The date of the prices shown is the date on which the prices were calculated using close of market prices on the previous working

day. Any stock market indices’ returns displayed reflect the returns to the previous working day. Fund prices shown reflect one series of that particular fund. To find the latest price of your fund

series, please select the Series button.
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Source: Longboat Analytics
Fund Performance 
from 01-01-2019 to 01-01-2020

Source: State Street Global Advisers. 
*Performance of the PRIME Funds is quoted net of charges.

1 Year Annualised 3 Year Annualised

PRIME 3 9.2% 2.7%

PRIME 4 16.7% 5.8%

PRIME 5 20.9% 7.2%

PRIME Equities 26.4% 8.6%

Source: New Ireland. Performance is net of annual management charges.
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What’s new?
•     We reduced fees by 0.10% per annum 

across the fund range. For new investors, 
PBIS has been renamed iFunds Alpha

•     Bank of Ireland Investment Markets has 
taken on the role of investment manager to  
iFunds in addition to iFunds Alpha

•     In the case of iFunds we’ve added 5 new 
managers, 1 of which has also been added 
to iFunds Alpha

•     We now work with Fundhouse (a specialised 
investment consultancy) to support us in 
the further development of the funds, and 
ensure we continue to bring you the very 
best in multi-manager Funds.

New manager 
introductions
Towards the end of 2019, five new funds 
were introduced to the iFunds suite with 
allocations to:

1. Arrowstreet (a leading global equity 
manager),

2. PIMCO (a global fixed income manager, 
already part of iFunds Alpha), 

3. Fulcrum (multi-asset alternative manager) 
and two new passive fund allocations

4. State Street Global Advisors (passive 
global fixed income fund) 

5. Mercer (passive global equity fund). In 
addition, we have allocated to Fulcrum 
in the Diversified Absolute Return Fund, 
which forms part of iFunds Alpha. 

Kevin Quinn 
Investment Director

We won an award for our 
customer communications 
on the multi-asset and iFunds 
evolution in the Irish Pension 
Awards 2019.

Multi-asset 
    fund evolution 

In 2019 we celebrated a track record of 15 years in the 
management of multi-manager Funds. Since their launch in 2004, 
the “Private Banking Investment Selection” (“PBIS”) Funds have 
been a core component of our private client portfolios and in 2019 
these funds were rebranded as iFunds Alpha. The year was one of 
significant change in our multi-manager Funds.  

MULTI-ASSET FUND REVIEW 2019MULTI-ASSET FUND REVIEW 2019

Now comprising 26 fund managers (including Bank of 
Ireland) and 32 funds, the full range of multi-manager 
funds provides investors with access to a wide range of 
asset classes and specialist strategies, many of which are 
simply not available in the Irish retail investment market. 

  
A platform to 
access the world’s  
capital markets

2019

Communication Award
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2019 was one of the strongest years for 
markets since the end of the Global Financial 
Crisis a decade ago. The key driver was 
a return to looser monetary policy by 
Central Banks across the globe, to ensure 
the continuation of the global expansion. 
Rising US interest rates and the start of 
a US-China trade war, meant that there 
were real concerns entering 2019 that the 
global expansion could end. The US Federal 
Reserve cut interest rates three times in 

2019 by a cumulative 0.75%, in what it 
termed an ‘insurance policy’ against ongoing 
risks. The European Central Bank cut 
interest rates by 0.10% and returned to its 
Quantitative Easing policy of buying bonds in 
the market, in order to keep borrowing costs 
down. As a result; equities, bonds, property 
and alternatives all saw positive returns. Euro 
denominated cash deposits continue to 
generate negative returns, forcing investors 
to search elsewhere.

2019 was a year in which risk assets delivered the best 
returns and continued the trend since 2012 of our higher 
risk funds generating higher returns.

Source: Bank of Ireland Investment Markets and New Ireland. Note: All four funds rebased to 100 at 29/07/10 which was starting date of iFunds 3 Alpha. 
Note: PBIS Conservative Fund renamed iFunds 3 Alpha, PBIS Balanced Fund renamed iFunds 4 Alpha and PBIS Dynamic Fund renamed iFunds 5 Alpha 
as of 5th July 2019. PBIS Global Equity Fund name remains unchanged. Returns are quoted net of fees.

Source: Bloomberg

Tom Baragry 
Head of Multi-Manager

  returns 2004 - 2019

MULTI-ASSET FUNDS REVIEW 2019

2019 in markets

Fund 
performance
in 2019
With all asset classes posting positive returns in 2019, 
and equity markets particularly strong, the iFunds 
Alpha range had its best calendar year since 2009. 
This more than compensated for a disappointing 
fourth quarter in 2018. Those funds with a higher 
equity weighting such as iFunds 5 Alpha and Global 
Equity Fund saw the biggest gains in 2019.  

Index performance (YTD to 31/12/2019)
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2019 appears to have been a mini cycle in the 
ongoing global expansion of the last ten years. 
While it appears that we have come through 
the trough, there is not yet enough evidence to 
say how strong the rebound will be. US interest 
rates are unlikely to be cut again, unless there 
is a significant slowdown in the economy.

Markets are hoping that potential to boost his 
re-election odds will motivate Trump to deliver 
a trade agreement with China in 2020. While 
markets have performed extremely well over 
the last year in anticipation of an economic 
recovery and a US-China trade deal, we 
continue to maintain diversified portfolios to 
insure against any disappointments.

 Returns (to 31/12/2019)  Asset Allocations (to 31/12/2019)

Source: Bank of Ireland Investment Markets and New Ireland. 
Returns are quoted net of fees.

Fund Positioning 
•    In 2019 we were content to allow equity exposure to 

increase, as that asset class outperformed. In Q3 we 
did trim the equity exposure slightly in the iFunds 3 & 5 
Alpha Funds.

•    We continue to hold a diversified Bond portfolio with 
55% allocated to Government issued bonds and 45% 
to a mixture of Investment Grade Corporate Bonds, 
Emerging Markets Bonds and Asset Backed Bonds.

•    We diversified the Funds further by adding European 
Commercial Property for the first time in late 2018 and 
continued to incrementally add to the position in 2019.

•    For the last few years we have been increasing our 
allocation to US equities, which we see as being more 
defensive due to strength of the domestic economy. In 
2019 we increased the US allocation again, this time 
by reducing Japan and Asia. US equities now account 
for approximately 60% of our equity allocation. 

Source: Bank of Ireland Investment Markets and New Ireland.

MULTI-ASSET FUNDS REVIEW

Outlook

EQUITIES PROPERTY
PRIVATE 
EQUITY

ALTERNATIVES BONDS CASH

31% 4% 3% 20% 33% 9%

52% 5% 3% 14% 21% 5%

55 70% 5% 3% 9% 9% 4%

Global Equity 100% 0% 0% 0% 0% 0%

2019 3 Years p.a. 5 Years p.a

+9.5% +2.6% +2.6%

+14.1% +4.6% +4.6%

55 +19.0% +6.5% +6.3%

Global Equity +26.6% +9.0% +8.8%
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The risk within the Fund remained well controlled during the 
year, approximately 20% of the overall equity market volatility 
of the period. The fund is currently invested in eight different 
strategies and managers. In 2019, there was a wide range of 
returns between the strategies in the fund. During the year, a 
new strategy was added to the fund, the Fulcrum Diversified 
Absolute Return Fund. Over the course of the year, 6 
strategies generated a positive return while the remaining 2 
strategies fell in value. 

Set against the strong returns from equity and bond markets, 
liquid alternatives lagged both equities and bonds in 2019. 
The performance of most strategies was dictated by how 
much exposure to equities they held during the year; funds 
with a lower equity exposure generally produced muted 
returns, while funds with higher equity exposure performed 
well. Overall, the strategies in the fund took a defensive view 
on markets, on the back of slowing economic data across 
the globe, which hurt performance. The headwinds to the 
strategy in 2019 included: weaker returns from the value 
style of investing, and currency hedging costs (to reduce 
currency risk) from US Dollars to Euro, which cost underlying 
strategies close to 2-3% during the year. 

In addition to adding the Fulcrum strategy in November, we 
made a number of changes to allocations in the year. We 
reduced the exposure to Merian by over 13% in the year, 
while adding to positions in GMO and Ramius. There were no 
exits from the fund during the year. The current allocations of 
the fund are outlined in the pie chart on the next page.

Diversified Absolute

John Byrne 
Senior Investment Manager

DIVERSIFIED ABSOLUTE RETURN FUND

The Diversified Absolute Return Fund 
ended 2019 with a muted return of 1.5% 
and performance was disappointing, 
relative to the cash plus 3-5% target of 
the Fund.

Return Fund

Current Fund Allocations

  Aviva 17.4%
  Fulcrum 8.0%
  GMO 17.3%
  Merian 5.1%
  Ramius 16.8%
  JPMorgan 9.6%
  Martin Currie 17.0%
  UBS 5.2%
  Cash 3.6%

Source: Bank of Ireland Investment Markets
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DIVERSIFIED ABSOLUTE RETURN FUND

Manager performance

The best performing strategy in 2019 was Aviva, the fund ended 
the year with a return of 8.8%. The strategy benefited from solid 
returns from both equities and bonds during the year. The fund 
also benefited from a return of 7.9% from GMO, the performance 
was helped by a good return from emerging market assets during 
the year.

The biggest detractor from performance was the allocation to the 
Merian (formally Old Mutual) global equity absolute return strategy, 
which fell 14.3%. The style of investing has found the market 
environment challenging, with the underperformance of the value 
style of investing the biggest detractor from return. During the year 
we reduced the allocation to the strategy from 19% to 5%. The 
chart opposite outlines the fund manager returns during 2019.

Fund outlook

It can be challenging to remain invested in areas of the market 
which have underperformed, and tempting to go ‘all-in’ on the 
recently performing asset classes. However, we have experienced 
periods like this before and we’ve seen the benefit that alternative 
strategies can deliver to wider portfolios. We continue to believe an 
allocation to liquid alternatives has the potential to benefit multi-
asset portfolios in the current environment, where bond yields are 
low and lower returns are expected from equity markets. The style 
of investing would benefit from a return to fundamental investing 
and an improvement in the performance of value investing. In 
2019 the macro environment and Central Banks dominated where 
returns were driven from.

Seven Dials Warehouse, London - one of the assets 
in the European Real Estate (EREF) fund.
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Trends driving 
equity markets

Negative corporate 
bond yields versus 
attractive dividend yields

Companies continue to take advantage of lower interest 
rates to lengthen out their debt maturities with Walt Disney, 
IBM and Coca Cola issuing 100 year bonds.

Nestle became the first company to have 10-year euro debt 
yielding below zero. While Nestle’s corporate bond yield 
turned negative – guaranteeing losses for investors that 
hold the bond to maturity, its dividend yield is 2.5% and its 
dividend is forecast to rise by 17% over the next three years. 

The trade wars and digital 
investment dominate 
company updates

John Deere, the world’s largest manufacturer of 
agricultural equipment remarked that ‘Lingering trade 
tensions coupled with a year of difficult growing conditions 
have caused many farmers to become cautious about 
making major investments in new equipment’. Across all 
sectors investment in a faster safer online offering is key.  

Focus on sustainable 
investments continues

Using its smart factory technology, Schneider Electric 
demonstrated a 15% reduction in energy consumption 
through its power and automation software. Engie, a 
leading global utility company and Microsoft announced 
a long term solar and wind energy power purchase 
agreement (PPA) that provides ‘always on’ supply in the 
U.S. and implementation of Darwin, the energy software 
developed by Engie using the intelligent cloud services 
of Microsoft Azure to optimise performance of Engie’s 
wind, solar and hybrid renewable assets worldwide. 

Equities

Leona 
Nicholson 
Head of 
Investments

Deirdre 
Kennedy 
Senior Investment 
Manager

Our equity funds enjoyed strong performance in 
2019, buoyed by the prospect of even lower interest 
rates and optimism for a successful outcome to the 
US-China trade talks. Technology stocks continued 
to lead the market, however all sectors were in 
positive territory for the year. Quality companies 
are investing in their own businesses, buying back 
shares and increasing dividends to shareholders. 

Consolidation 
continues

In a very competitive business environment, companies 
are consolidating to protect and grow market share. The 
largest deal in 2019 was in the Healthcare sector, with 
Bristol Myers buying Celgene for c$88 billion to boost 
their long term drug pipeline. Global brand powerhouse 
LVMH is set to acquire iconic brand Tiffany to expand 
their jewellery footprint in the USA. The acquisition is 
expected to be completed by middle of 2020.

Global Fundamentals +26.3%

Newgrange +27.0%
Source: Northern Trust year to 31/12/2019
Please note, the above performance is net of fees.

Global Fundamentals 
and Newgrange Funds

InPrivate 2020  | 21 20  |  InPrivate 2020



EQUITIES - GLOBAL FUNDAMENTALS & NEWGRANGE FUNDS

Valuation: Equities have re-rated from the lows of 2011 and 
are now marginally above the long term average price-to-
earnings multiple, at 16.7x (see Chart One), and in line on 
price-to-book, at 2.36x (see Chart Two).

The search for yield will continue until we see a change in the 
outlook for inflation and bond yields.  Equities offer income 
with the global dividend yield at 3%.

Merger and Acquisition activity is likely to continue. Across all 
sectors companies are taking advantage of prolonged lower 
interest rates to invest in future growth through increased 
capex and acquisitions. The largest deal completed in 2019 
was the takeover of Celgene by Bristol Myers Squibb.

1

2

3

Reasons to remain 
positive on equities

We are optimistic that equities will deliver positive returns in 
2020 although we expect it to be lower than the 10% per 
annum generated in the last 5 years. This is mainly due to 
the outlook for global economic growth, which is slowing, 
particularly in China and the USA.  

We focus on global companies that have a strong footprint 
in their sector and that trade on reasonable valuations. Our 
target is quality franchises that have strong balance sheets 
and sustainable dividends. As ever, dividends remain an 
important component of total returns.

Outlook 

Source: Bank of America December 2019. Performance is quoted net of fees.
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Chart 1: Global Price Earnings ratio
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Chart 2: Global Price-to-Book ratio
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During 2019, global commercial real estate investment 
volumes flattened, due to fewer ‘ultra-large’ transactions. 
Global investment totalled US$260 billion in Q3 2019, up 
by 7% on the previous quarter, but down marginally by 
2% from Q3 2018. However, it is worth noting that recent 
interest rate cuts have revived global investor interest, given 
the widening gap between property and bond yields.

Interestingly, the uncertainly of Brexit and 
underlying ‘sluggish’ trend of the UK economy 
has resulted in Paris replacing London as the 
No.1 destination for ‘foreign’ capital worldwide, 
for the first time on record. However, that said, 
there is still a significant divergence between 
both geography and sector performance in the 
UK. Despite the sell-off apparent in the regions, 
many investors are bullish on central London, 
regardless of how Brexit transpires. The reasons 
are cyclical, structural and relative. All are 
compelling. Rents in inflation adjusted terms 
have created an attractive value proposition for 
occupiers, which have translated into positive 
net absorption, and suggests scope for future 
growth. The city’s status as a pre-eminent 
tech node alleviates its former reliance on the 
banking and financial sector. And the current 
yield advantage of London offices over other 
major European markets is an opportunity that 
rarely presents itself.

European

Paul McKee 
Senior Fund Manager  
Real Estate 

Real Estate

1.    Firstly, investors’ desire to realign portfolios to new sectors of perceived 
income growth: so-called “beds, meds and sheds”.* 

2.    Secondly, capital from fixed income seeking more than mere capital 
preservation is targeting core assets in the traditionally most liquid super 
prime office markets. 

3.    Finally, public and private debt continue to be viewed as offering 
attractive risk-adjusted returns given the downside protection they afford.

* A new institutional sector of property: beds - residential 
sector, meds - medical / healthcare, sheds - logistics online 
retail (e.g. Amazon etc.)

Three key themes continue to be evident 
in European real estate markets:

The Marengo building, Paris –  
one of the assets in the EREF

Turning to Europe, volumes increased in Q3 2019, after a sluggish first half of the 
year; activity in continental Europe was up 4% on the same period in 2018. Several 
markets saw further yield compression, from already record low levels, as investor 
appetite for real assets strengthened in the face of ever-lowering rates.

EUROPEAN REAL ESTATE
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EREF is a pan-European core Real Estate Fund 
targeting returns from a range of 3rd party 
managers investing in a diverse portfolio of high-
quality assets focussed on predominantly (90%+) 
Northern European ‘winning’ cities via CBRE 
Global Investors & Tishman Speyer. Returns are 
income focussed rather than capital growth reliant. 
EREF has a unique geographical diversification 

Geography ex Cash
Stilwerk, Berlin 
one of the assets in EREF

Axis, Plaza Colon, Madrid 
one of the assets in EREF

Piazza Duomo, Milan
One of the assets in EREF

EUROPEAN REAL ESTATEEUROPEAN REAL ESTATE

European Real 
Estate Fund (EREF)

  Germany 31%
  France 18%
  Benelux 14%
  CEE 11%
  UK 11%
  Nordics 7%
  S. Europe 5%
  Ireland 1%
  Others 2%

  Retail 32%
  Logistics 27%
  Office 32%
  Residential 8%

Sector ex Cash   Cash 8%
  JPM 1%
  SSgA 2%
  CBRE PEC 77%
  TSEC 13%

Current Fund split

a completely refurbished 87,000 sq ft 
Buckley Building in Farringdon, London, 
multi-let to 5 office tenants and adjacent 
to the new Crossrail station. Further large-
scale acquisitions are at various stages of 
completion over the forthcoming months in 
Paris, Milan, Munich Amsterdam & London.

The acquisition by CBRE of Buckley Building 
increased CBRE’s share of EREF to 77% 
TSEC now makes up 12% and Cash 8%. 
Presently, assets in Germany, Paris & 
Amsterdam make up c. 2/3 of the Fund. 

& contains a portfolio of assets aimed at providing 
a strong platform for long term growth. EREF is 
invested across Europe in 11 different countries, 
with an emphasis on Germany, France and the 
Netherlands, together with selective assets in 
London, in the UK. All EREF’s assets are well located 
across Office, Retail, Logistics and Residential 
sectors. The Fund has a strong Environmental, Social 
and Governance (ESG) focus structured on 3 pillars 
– Carbon, Compliance & Transparency and EREF’s 
largest holding CBRE has just achieved a maximum 5 
Stars in the industry standard annual GRESB survey.
At the time of writing, CBRE have just acquired 

Source: Bank of Ireland Investment Markets
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KKR 
Diversified

Ciara Connolly 
Investment 
Development Manager

Private Markets Fund

The Fund continued to build momentum in 
2019 following an active first year. Entering 
2019 the Fund was almost 70% committed 
and 20% invested in private assets, by the 
end of the year the fund was fully committed 
and 40% invested.

2019 saw the Fund allocate to two additional 
co-investments (Project Hope and Project 
Apollo) and to KKR’s Asian Real Estate Fund, 
bringing the total number of commitments to 
10, with 4 flagship fund investments and 6 
complementary co-investments.

December 2019 marks the second anniversary 
of the launch of the KKR Diversified Private 
Markets Fund. The Fund was established 
by KKR, one of the leading private markets 
investment firms globally, on behalf of and 
specifically for Bank of Ireland customers.

KKR DIVERSIFIED PRIVATE MARKETS FUND
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Private Equity Liquid Portfolio

120%
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Private Equity

Real Assets

Private Credit

  Europe V (Fund)

  New Growth Technology (Fund)

  Upfield (Co-Invest)

  BMC (Co-Invest)

  Envision (Co-Invest)

  Ramsky (Co-Invest)

  Project Hope (Co-Invest)

  Private Credit Oppurtunity II (Fund)

  Asia Real Estate Partners (Fund)
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PERFORMANCE TO DATE

The transaction was finalised in February 2019 and 
KKR and REEL have been busy since completion.  
The company continues to perform well and KKR 
have been assisting by helping to build out the 
C-Suite management team (5 CXO-level hires 
have been completed since KKR’s investment), 
setting up comprehensive financial and operational 
management information systems and compliance 
dashboards, in preparation for scaling to fully take 
advantage of their market leading position.

The fund ends its second year in line with expectations, 
at 100% committed to private market investment 
opportunities today. A number of the underlying funds’ 
were acquisitive in 2019, in particular the KKR Flagship 
buyout fund “Europe V”. This resulted in “invested 
capital” doubling from 20% to 40% by year end. Europe 
V, completed its fundraising in November 2019 at €5.8 
billion and to date Europe V has committed 30% across 
5 transactions.

These include: Soderberg & Partners a wealth 
management firm in the Nordics, Sector Alarm a 
residential alarm firm in the Nordics and Ireland, Alvic 
a Spanish kitchen cabinet manufacturer, Heidelpay a 
German payment services provider, and Axel Springer 
Europe’s largest digital publishing company. All funds 

1 Through the KKR Diversified Private Markets Fund

Ramky Enviro 
Engineers Limited 
(“REEL”) (Co-investment, Asia)

Overall

Investment
Spotlight on

OPPORTUNITY Waste Management Sector

In 2014, Prime Minister Modi of India announced a plan 
to transform how his country thought about and handled 
waste and sanitation called the Swachh Bharat Abhiyan, 
or Clean India Mission. This was a huge initiative and 
highlighted the need to reduce pollution and improve 
critical sanitation infrastructure across the country. The 
Indian waste management sector is growing rapidly as a 
result. India generates 180,000 tonnes of urban waste per 
day. Of that, it is estimated that, 80% is collected but only 
12% processed. Likewise, of India’s 4.5 million tonnes of 
industrial waste, approximately 70% is untreated. The low 
processing and treatment rate presents a huge opportunity 
for firms’ with the scale and vision to tackle it.

OPPORTUNITY Firm

Founded in 1994, Ramky Enviro Engineers Limited 
(“REEL”) has been at the forefront of the Clean India 
Mission and was a first mover in providing end to 
end environmental and waste management services 
to the Indian market. REEL today operates waste 
treatment facilities in more than 60 locations across 
India, Singapore, the Middle East and Africa. It caters 
to 20,000 healthcare establishments and handles 
approximately 3.5 million tonnes of municipal waste, 
and 1 million tonnes of industrial waste annually, so 
is well positioned to capture the significant growth 
opportunity that the Clean India Mission presents.

INVESTMENT

In February 2019, KKR completed a deal to acquire a 60% 
stake in REEL for approximately $510 million financed by 
KKR’s Asia Fund III, KKR’s Global Impact Fund and a number 
of co-investors including BOI Private’s clients1. REEL is a 
company KKR had followed with interest for a number of 
years preceding this investment as, given the Company’s 
established market-leading position, it represents an 
interesting opportunity in an exciting and growing industry.  
KKR built the relationship with REEL over time and through 
this partnership, KKR believes it can help REEL build a 
world-class management team, apply best practices in 
Environmental, Social and Governance (ESG), compliance, 
technology implementation and support international 
expansion. In the process it will transform REEL into an even 
stronger regional and global leader. 

KKR DIVERSIFIED PRIVATE MARKETS FUND

not currently invested in private markets assets are 
invested in KKR’s managed liquid strategies (PALS).
The KKR Diversified Private Markets Fund’s Q3 2019 
NAV stands at €108.87 representing a strong uplift 
across 20192. We are excited to see the progress 
made in portfolio construction in the second year 
and the Fund’s performance given it is in the early 
stages of capital deployment. We expect this 
progress to continue in 2020 as the private market 
allocations continue to grow. 

KKR DIVERSIFIED PRIVATE MARKETS FUND

2 The NAVs for the KKR Diversified Private Market Fund are 
produced 60-90 days after quarter end in line with industry best 
practice. The Q4 2019 NAV for the KKR Diversified Private Market 
Fund is expected in early to mid-March. 
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There were some very strong returns on a number of our 
products that matured this year. The best performing was 
the Bull Bear Bond which, at the end of the five year term 
in March, returned 52.5%*. This was a very good result for 
an investment that had protection against a 30% fall. It was 
linked to the S&P 500, capturing the excellent US equity 
market growth.  

For our regular readers, you will be used to seeing the good 
news on our Autocallable Bonds and Kick Out Securities. 
These two have the same type of payoff, with the products 
auto-calling or kicking-out if the index they are tracking is at 
or above the opening level on the auto-call/kick-out dates. In 
other words, as long as the index hasn’t fallen, the product 
matures early and pays out the return.

Keith Jordan 
Head of Structured 
Products

Structured
Products

STRUCTURED PRODUCTS OVERVIEW

Structured Products can provide a valuable addition 
to most investors’ portfolios. They provide some 
protection against market falls and/or different 
payoff profiles that help diversify your portfolio.

Overview

Maturing Investments

These products are an example of how structured 
products can provide diversity to your portfolio with 
different pay off profiles. The average return delivered for 
our customers on these maturing products this year was 
14.7%, with the European markets up just 1.3% on average 
over the same term. The products kicked out between 
2 and 2½ years after their start dates, giving robust 
annualised returns for our customers of 6.2% per annum – 
not bad for a product with 40% downside protection.

The first series of our European Combination Bonds 
also matured this year. These products combined a one 
year deposit, an auto call and a 5 year growth element.  
The one year deposits and the auto call elements had 
already paid out, locking in very good returns, and the 
final third matured on the first four series this year.  With a 
relatively volatile performance on the EuroStoxx over this 
period, there were times when it looked like the full capital 
protection would kick in, but, strong market performance 
this year resulted in average gains of over 12% on this 
element. Given that in December last year the index was 
down on all these products, it was great to capture the 
recovery in Eurozone markets.

It wasn’t all roses though and as I mentioned above, the 
Eurostoxx was quite volatile over the last five years. This 
was detrimental to our Secure Growth Bonds which used 
a volatility driven risk control mechanism, with the aim of 
capturing the growth while reducing the risk. While the 
risk control mechanism protected well in the market fall 
of 2015, it didn’t manage to capture the periods of rapid 
recovery, and as a result the returns for our customers 
were very disappointing.

Duomo, Milian - one of the assets in the 
European Real Estate (EREF) fund.

*Source: Bank of Ireland Investment Markets.
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STRUCTURED PRODUCTS OVERVIEW

This year saw the launch of our new Sentinel fund. 
Unlike structured products which have fixed terms, 
the Sentinel fund provides daily liquidity. In common 
with structured products, the key to this fund is 
protection. The fund provides 85% capital protection 
before fees and charges. The protection is 85% of the 
highest fund value, so if the fund grows, you can lock 
in a higher protection amount.

It invests in a range of assets including equities, 
bonds, alternatives and property, adjusting between 
these depending on the market conditions.   

STRUCTURED PRODUCTS OVERVIEW

Many investors don’t realise that despite the very 
strong returns in the US, performance in the 
Eurozone has been quite disappointing. As at end 
December , Eurozone equity indices are only now 
back up to levels last seen in 2015. This is a good 
environment for the Kick Out Securities, which can 
deliver strong returns even in flat markets, but is 
less positive for some other products. Structured 
products do provide high levels of capital protection 
though, so even some of the poorer performing 
products have protected client’s capital.

It has been another disappointing year for the 
Merian Global Equity Absolute Return fund, which 
the Protected Absolute Return Bonds track. 
The environment for this style of investing has 
been challenging, with Merian’s style of investing 
underperforming. Merian have made a number of 
modifications to address the bad performance and 
provide better returns going forward, and hopefully 
we see this bear fruit in 2020.

Ongoing Investments

New Products

Plaza Colon, Madrid - one of the assets 
in the European Real Estate (EREF) fund.

Sevens Shopping Centre, Düsseldorf, Germany - one of 
the assets in the European Real Estate (EREF)Fund.

In addition to Sentinel, we also launched the 
Accelerator Securities, which are a version of the 
Kick-outs. We have fewer Kick-out dates, and 
this really helps boost the returns. Finally, we are 
working on a number of other enhancements, 
which your Private Client Manager can discuss 
with you as we launch during 2020.
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How to 
contact us
You can contact your Private Client Manager 
directly or call us on +353 1 637 8600. Our 
offices are located at the following addresses:

Dublin Office

Bank of Ireland Private,
Bank of Ireland,
2 College Green,
Dublin 2.
+353 1 637 8600

Cork Office

Bank of Ireland Private,
32 South Mall,
Cork.
+353 21 425 1527

Galway Office

Bank of Ireland Private,
Dockgate House,
Dockgate,
Galway.
+353 91 566 301

bankofireland.com/private
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