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CHART 1: Davy Global Bond Fund Performance to 30th December 2011
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MARKET OUTLOOK
•	 Financial markets were very volatile during the year mainly due to a lowering of global growth 

expectations and an escalation in the European debt crisis. The crisis remains the main issue for 
bond markets in 2012.

•	 Benchmark bond yields are currently at historic lows and could remain low, or go even lower, 
unless the European authorities take more concerted action. 

PORTFOLIO UPDATE
•	 The Fund was up 3.26% on the year due to the strong performance of benchmark bonds.
•	 The Fund underperformed its benchmark during the period (see overleaf for further details).
•	 The Fund is taking on very little risk relative to its benchmark at the moment, awaiting more 

clarity on the European debt crisis and on the outlook for the global economy. 

FUND OBJECTIVE
The aim of the Davy Global Bond Fund (the 
‘Fund’) is to provide investors with income and 
capital appreciation through a combination 
of interest income, capital appreciation and 
currency gains by investing in global fixed 
income securities.

FUND FACTS (at 30th December 2011)

Fund Size €10.27 million

Initial 	
Purchase 	
Charge

1%	
on initial purchases and 	
any top-ups

Minimum 
Subscription

€6,500

Annual 
Management	
Fee

0.50%

Dealing Day Wednesday
All orders must be received 
by 3:00pm on the Friday 
before the dealing day

NET ASSET VALUE (at 30th December 2011)

NAV €124.06 per unit 

Year-to-date	
performance

 3.26% 

Calculations are NAV to NAV.

OTHER DAVY EQUITY TRUST FUNDS  
WHICH MIGHT BE OF INTEREST TO YOU

•	 Davy Equity Fund
•	 Davy Ethical Equity Fund
•	 Davy Strategic Global Equity Fund
•	 Global Brands Equity Fund
•	 Global High Yield Equity Fund
	

DAVY FUND ENQUIRIES

Contact your Portfolio Manager or call our 
Execution Desk on +353 (0)1 614 9000

TABLE 1: Davy Global Bond Fund Performance to 30th December 2011

2009
(%)

2010
(%)

2011
(%)

Q1 2011
(%)

Q2 2011
(%)

Q3 2011
(%)

Q4 2011
(%)

Davy Global Bond Fund 2.01 0.94 3.26 -0.52 0.90 3.58 -0.69

Benchmark 0.84 4.31 6.90 -0.48 1.99 4.00 1.27
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WARNING: Past performance is not a reliable guide to future performance. The 
return on investments denominated in non-euro currencies, may be affected by 
changes in currency exchanges rates.

In publishing this Quarterly Update, Davy aims to provide a summary of the Fund’s activity and performance in the previous financial quarter which may 
be of interest to you. This document is not intended to constitute an offer or solicitation for the purchase or sale of any financial instruments, trading 
strategy, product or service and does not take into account the investment objectives, knowledge and experience or financial situation of any particular 
person. Investors should obtain advice based on their own individual circumstances from their own tax, financial, legal and other advisors before making 
an investment decision, and only make such decisions on the basis of the investor’s own objectives, experience and resources.



Dublin Office Davy House, 49 Dawson Street, Dublin 2, Ireland. T +353 1 679 7788. F +353 1 614 8727. 	
Belfast Office 2nd Floor, Donegall House, 7 Donegall Sq. North, Belfast BT1 5GB. T +44 2890 310655. F +44 2890 310656.	
Cork Office 89/90 South Mall, Cork, Ireland. T +353 21 425 1420. F +353 21 425 1410.	 	 	 	 	  
Galway Office Dockgate, Dock Road, Galway, Ireland. T +353 91 530 520. F +353 91 530 710.	
London Office 13th Floor, Dashwood House, 69 Old Broad Street, London EC2M 1QS, England. T +44 207 448 8880.	
	
www.davy.ie

J&E Davy, trading as Davy, is regulated by the Central Bank of Ireland. Davy is a member of the Irish Stock Exchange, the London Stock Exchange and Euronext. For branches in 
the UK, Davy is authorised by the Central Bank of Ireland and subject to limited regulation by the Financial Services Authority. Details about the extent of our regulation by the 
Financial Services Authority are available from us on request. No part of this document is to be reproduced without our written permission. This document has been prepared 
and issued by Davy on the basis of publicly available information, internally developed data and other sources believed to be reliable. The information contained herein does 
not purport to be comprehensive and is strictly for information purposes only. It does not constitute an offer or an invitation to invest. No party should treat any of the contents 
herein as advice in relation to any investment. While all reasonable care has been given to the preparation of this information, no warranties or representation express or implied 
are given or liability accepted by Davy or its affiliates or any directors or employees in relation to the accuracy fairness or completeness of the information contained herein. Any 
opinion expressed (including estimates and forecasts) may be subject to change without notice. We or any of our connected or affiliated companies or their employees may have 
a position in, or may have provided within the last twelve months, significant advice or investment services in relation to any of the securities or related investments referred to 
in this document.C
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MARKET OUTLOOK

Bond markets were very volatile during the year mainly due to a lowering 

of global growth expectations and an escalation in the European debt 

crisis. During the last two years, the crisis has spread from the smaller 

peripheral countries to the larger ones of Italy and Spain. In the fourth 

quarter, core European countries were affected for the first time. France 

and other core country’s bond spreads widened significantly, while 

Standard & Poor’s threatened to downgrade practically every Eurozone 

country, including those with the highest ‘AAA’ rating, if European 

authorities fail to take decisive action.

Much hope was placed on the European Central Bank (‘ECB’) and EU 

Summit meetings in December to bring the crisis to an end. While the 

ECB decision to give banks cheap three-year loans and reduce collateral 

requirements is helpful, disappointingly they gave no extra commitment to 

support peripheral bond markets.

As we face into the New Year, the issue of funding the European sovereign 

debt markets continues to dominate all other concerns with several 

hundred billion euro of European debt maturing in the coming year. Italy 

and Spain combined have approximately €450 billion maturing in 2012, 

one-third of which matures in the first quarter. Benchmark bond yields are 

currently at historic lows (clearly already discounting a lot of bad news) 

and could remain low, or go even lower, unless the European authorities 

take more concerted action. 

PORTFOLIO UPDATE

The Fund was up 3.26% on the year. One of the main reasons for this was 

the strong performance of benchmark bonds as risk appetite waned.

However, the Fund underperformed its benchmark during the year. There 

were three main reasons for this: the Fund was short duration1 for periods 

during the second and third quarters as yields fell, an overweight Germany 

versus France strategy in the second half of November when French bonds 

rallied and the underperformance of a European Investment Bank bond 

during October and November.

The Fund is currently positioned neutral relative to its benchmark, with the 

exception of an overweight position in the Australian short end relative to 

the US short end to lock in the significant yield differential between both 

(a position which has performed well for the Fund) and an underweight 

position in Belgium. The Fund is awaiting more clarity on the European 

debt crisis and the outlook for the global economy before taking on more 

risk. As always, the Fund will continue to monitor events closely and will 

adjust asset exposure and risk as events unfold.

STRUCTURE The Fund is a sub-fund of the Davy Equity Trust, an umbrella type open-ended unit trust authorised by the Central Bank of Ireland under 
the Unit Trust Act 1990. Subscriptions may only be based on the current Prospectus together (where applicable) with the most recent annual report and 
(if issued after such report) the most recent semi-annual report. A copy of the Prospectus and reports (where issued) may be obtained free of charge 
from Davy or the Administrator to the Fund.

WARNING: Past performance is not a reliable guide to future performance. The return on investments denominated in non-euro 
currencies, may be affected by changes in currency exchanges rates.

TABLE 2: 10-Year Government Bond Yields2

So
ur

ce
: B

lo
om

be
rg

REGION
2007 
(%)

2008 
(%)

2009 
(%)

2010 
(%)

2011 
(%)

US 4.02 2.21 3.84 3.29 1. 88

UK 4.51 3.02 4.02 3.40 1.98

Germany 4.31 2.95 3.39 2.96 1.83

Japan 1.51 1.17 1.30 1.13 0.99

Greece 4.63 5.23 5.77 12.47 34.96

Ireland 4.49 4.27 4.84 9.06 7.64

1	 Duration is used to infer how sensitive a bond portfolio’s performance is to 
changes in interest rates. If a bond portfolio is short (long) duration it is taking 
less (more) interest rate risk than its benchmark.

 2	 Yields quoted as at year-end for 2007-2011


