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Irish Life Investment Managers Limited (ILIM) is part of the Great West Lifeco group of companies, 
global leaders in financial services. We have €84.1 billion* in assets under management on behalf of 
our domestic and international clients who trust, believe and invest in our award-winning investment 
capabilities. In return, we aim to deliver top-class service and products to our customers, both 
domestically and internationally.

ILIM is the appointed investment manager to Irish Life Assurance plc and manages the Irish Life 
flagship multi asset funds.

*Source: ILIM, correct as at 30/11/2019

As a proud ambassador for the UN-supported Principles for Responsible Investment, ILIM is a 
leader in driving ESG investing in Ireland – influencing positive change in environmental, social and 
governance issues to create more socially conscious and sustainable long-term investor returns.
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EXECUTIVE SUMMARY
Having enjoyed exceptional gains across equity and bond markets in 2019, we believe the outlook for 2020 will depend 
on underlying asset yields, and valuations will be a key focus across markets.

We expect global growth to stay positive at 2.5% in 2020. Recessionary risks have receded and central banks are 
expected to remain a key pillar of market support, despite background trade concerns.

While mindful of near-term valuation and earnings risks, we remain broadly positive on equities over the medium term, 
especially given their favourable valuations versus the low to negative yields offered on cash and bonds. Despite low 
yields, government bonds still have a role to play in portfolios as insurance, but investors should consider opportunities
to add diversification and enhance yield through corporate credit and emerging market government debt where 
fundamentals (and importantly central bank policy) are broadly supportive in the near term.

Against this backdrop, we see three main themes for investors to consider for 2020 and we will be incorporating these 
views into our multi asset funds:

While we expect volatility to become a more pronounced feature of markets in the near term, we still favour risk assets, 
given broad policy support and low yields on cash and traditional defensive assets such as bonds. Overall, we caution 
investors against being overly conservative at this point in the cycle, but rather recommend exploring opportunities to 
add diversification and risk resilience to their portfolios.

We believe these investment actions will serve investors well and help deliver on their longer-term investment objectives.

We thank you once again for your support in 2019, and wish you the best for 2020.

Anthony MacGuinness, Deputy CIO and Head of Quantitative Strategies
Sandra Rockett, Director – Wealth & Corporate Distribution

Seek diversification at 
a reasonable price: look 
for opportunities to add 
diversification to portfolios to 
help offset potential higher 
volatility within traditional assets.

In particular, we see attractive 
opportunities to add 
diversification through emerging 
market debt, Alternatives 
strategies and allocations 
to residential and European 
property. These offer attractive 
yields compared to government 
bonds and exhibit low correlation 
versus traditional asset classes.

1
Risk-proof portfolios: we believe valuations across bonds and equities leave 
markets susceptible to higher volatility going forward. As such, we see a strong 
rationale for incorporating risk-control strategies into growth portfolios.

2

Sustainability: we expect the focus on sustainability to continue to grow,  
with potential regulatory and policy responses having wide-ranging  
investment implications.

We have already begun to actively integrate Environmental, Social and 
Governance (ESG) factors into our investment processes. We are firstly focusing 
on global equities and property, and will extend to fixed income mandates in 2020. 
We believe integrating ESG factors into our investment processes helps to mitigate 
risk and supports long-term sustainable investment returns for investors.

3
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TRADE WAR
The US-China trade war has been the most significant drag on global 
growth over the last 15–18 months. Given the increasing negative 
impacts of the trade war, both sides recently agreed in principle to 
a ‘mini’ trade deal whereby they plan to address the various issues 
involved in a three-phased process. This has resulted in an easing of 
the headwinds from trade, although does not fully remove them. 

At the time of writing, both sides have just agreed phase 1 of the trade 
deal, although full details are lacking. China will increase the level of 
imports of US agricultural goods but has not specified an amount. 
Tariffs implemented in September will be halved to 7.5%, but all other 
existing tariffs will be maintained at 25% and can be lowered on a 
phased basis over time. Some of the key areas of dispute have not 
yet been addressed, and a full and comprehensive agreement may 
not be reached for some time yet. While recent developments have 
removed some of the more severe downside risks to global growth 
and should contribute to a stabilisation in business sentiment, without 
clarity around the scale and timing of the removal of the majority of 
tariffs, corporates are likely to remain reluctant to step up investment 
and increase output levels, and thus global growth is expected to be 
relatively subdued. 

ECONOMIC OUTLOOK

MONETARY POLICY
The policy pivot this year among global central banks has 
provided an offset to the negative impact of the trade war, with 
many central banks cutting interest rates and some, including the 
ECB, restarting asset-purchase programmes. 

Having succeeded in helping to avoid a recession with these 
insurance  actions, major central banks now appear to have gone 
on hold. The Fed has indicated that rates will stay at current levels 
for the foreseeable future unless there is a material change in 
economic news flow. Dissensions among ECB council members 
over some of the recent policy announcements also suggest that 
ECB policy will probably be unchanged in the short term. Thus 
while monetary policy remains relatively loose and supportive of 
growth, the scale of policy swing evident in 2019 is unlikely to be 
repeated next year and is therefore unlikely to provide a similar 
buffer to growth over the next 12 months.

FISCAL POLICY
Many investors have noted the lack of fiscal stimulus to help support 
the economic expansion. The US is a notable exception following 
its tax package announced at the end of 2017. However, the impact 
of this is now fading and is set to decline further next year. Fiscal 
policies are estimated to have added approx. 0.4% to global growth in 
2019, with most of this driven by China. In Europe, there have been 
demands for greater levels of fiscal support, but debt rules limit the 
amount of stimulus that authorities can provide. Next year, global 
fiscal policy is expected to remain positive, although at a lower level of 
only 0.2% GDP. This reduction reflects the continued fading impact of 
the US package and reduced levels of stimulus in China. 

GLOBAL ECONOMY
Global growth suffered  the largest slowdown of the current cycle, with growth in 2019 down 
0.8% to an expected 2.5%.  Most of the slowdown is due to the trade war, which has disrupted 
global supply chains and caused corporates to rein back investment spending and overall 
production levels.

2020 OUTLOOK
While growth has noticeably slowed, fears of a possible recession that were evident during the summer have receded as 
trade tensions have recently eased, monetary policy has been supportive and tentative signs have emerged of a stabilisation 
in the manufacturing sector. Nevertheless, while a recovery from the low levels of growth in the second half of this year is 
expected in 2020, growth next year is still expected to be below trend at around 2.5%.

Lenny McLoughlin 
Chief Strategist
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INFLATION
One of the features of this recovery has been the persistence of 
low inflation at levels well below central banks’ targets of around 
2%. There are numerous reasons for this, including the impact of 
technology and the changing structure of labour markets. With 
few signs of inflationary pressures, global inflation is expected to 
remain relatively low  in 2020. 

PURCHASING MANAGERS’ INDICES (PMIs)
PMIs are one of the main leading indicators  which investors use 
to forecast economic growth. The global composite PMI has been 
on a downward trend since the trade war began in early 2018 and 
has fallen from levels consistent with global growth of 2.9% at the 
beginning of the year to just 2.5% currently. 

The manufacturing sector has been at the centre of the slowdown 
in global growth, but through the summer, the services sector also 
began to show signs of slowing. Global manufacturing PMI readings 
have begun to show some signs of stability, partly due to easing trade 
tensions. The services sector also rose for the first time in three months 
in November. PMIs, however, remain at relatively low levels consistent 
with below trend growth. 

Investment and industrial production have been the areas 
experiencing the greatest slowdown, with this weakness being offset 
to some extent by strength on the consumer side. While labour 
markets are generally strong, growth in global employment levels has 
slowed from just below 2% to around 1%, which could result in lower 
levels of consumption growth and thus also contribute to below trend 
growth next year.  
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BREXIT AND IRISH ECONOMY
With the Conservatives winning the  UK general election, the 
UK is now expected to officially leave the EU on 31 January. The 
avoidance of a disorderly Brexit is a positive for the Irish economy 
and should allow GDP to grow by 3.5% next year. 
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SUMMARY
The global economy has slowed in 2019, mainly due to the US-
China trade war. The recent ceasefire in the trade war and signs of 
stabilisation in the manufacturing sector have eased some of the 
earlier concerns around a possible global recession in 2020. More 
accommodative monetary policies from global central banks have 
also supported growth and acted as an offset to the drag from trade 
tensions.

Global growth is expected to recover from the lows of Q4 this year, but 
nevertheless is anticipated to be relatively subdued and below trend at 
approx. 2.5% in 2020. A truce rather than a comprehensive agreement 
in the trade war means ongoing uncertainty is likely to continue to 
act as a drag on corporate investment and general activity levels. 
Monetary policy will remain supportive and measures announced 

this year should contribute to a rebound in growth from Q4 lows, but 
the policy swing this year is not expected to be repeated. Fiscal policy 
should remain a positive, although at a lower level. The manufacturing 
sector is showing tentative signs of bottoming, however, PMI readings 
are still at levels consistent with below trend growth. The consumer 
side of the economy, which has been offsetting weakness in the 
investment and production areas of the economy, could slow next year 
as employment gains ease. 

Overall, global growth is expected to remain positive in 2020 at around 
2.5%, although this would represent below-trend growth for the 
second consecutive year. 

Our 2020 economic forecasts for the main regions are detailed below:

GDP Growth (based on nominal exchange rates) CPI

Global 2.5% 2.6%

Developed Markets 1.3% 1.6%

US 1.7% 2.2%

Eurozone 1.0% 1.2%

UK 1.1% 1.8%

China 5.8% 2.9%

Japan 0.3% 0.5%

EM 4.2% 4.1%

Ireland 3.5% 1.1%
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2019 EQUITY MARKET RECOVERY
Equity markets rose sharply in 2019 following the negative returns experienced in 2018, rising 23% in 
local currency terms and 27% in euro terms through early December. These gains have been mainly 
driven by the more accommodative monetary policy stances adopted by global central banks which 
offset the deteriorating growth backdrop, which was mainly associated with the US-China trade war.  

2020 OUTLOOK
 Upside potential of low single digits  

 Equities are supported by: 1) 2.5% global growth 2) 4–5% earnings growth 3) attractive relative 
valuations 4) light investor positioning 

 Challenges faced include: 1) full outright valuations 2) trade concerns 3) geopolitics 4) risks 
around growth and earnings

 Long-term return forecasts of 6% pa over next 5–10 years  

VALUATIONS
Equity markets are trading slightly above long-term averages on most key valuation measures. The current 12-month forward P/E 
multiple is 15.8 times compared to a long run average of 15.5 times. On a dividend yield basis, the market is trading on a yield of 2.40% 
versus the long-term average of 2.60%, while equities are on a price/book of 2.40 times against a long-term average of 2.17 times.
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EQUITY OUTLOOK

Lenny McLoughlin 
Chief Strategist

While equities have had a phenomenal year in 2019, these returns 
are unlikely to be repeated in 2020.

In a moderate global growth environment of 2.5% with earnings 
growth of 4–5%, potential upside in equities of low single digits is 
possible in 2020, if valuation multiples stay at current levels. 

Relative valuations are also supportive, with equities looking very 
attractive compared to other assets such as bonds and cash given 
the low yields currently available in these assets. Light investor 
positioning in equities and the possible reversal of recent negative 
flows from equity funds also provide room for upside next year. 

Equities, however, do face a number of challenges which could 
contribute to some volatility in 2020. Valuations are already above 
long-term averages. Uncertainties remain in relation to issues such 
as the level of economic and earnings growth, trade negotiations 
and political events including the US presidential election. Given 
these risks, upside in the short term could be limited with markets 
possibly facing a period of consolidation. 

Any setbacks in equities, however, could provide an opportunity 
for investors to add to equity positions, particularly with a longer 
time frame in mind given the expected returns of approx. 6% pa 
over the next 10 years. 
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TRADE UNCERTAINTY AND GLOBAL GROWTH
The agreement in principle for a ‘mini’ trade deal between the US and China has helped ease investors’ worst fears around global 
growth and contributed to the rally in equities since early October. While phase 1 of the trade deal has just been agreed, the majority 
of tariffs remain in place for the time being and a full and comprehensive resolution might not be reached for some time yet. As a result, 
trade-related uncertainty is expected to be a drag on corporate investment and overall activity levels, resulting in a continuation of 
subdued global growth.

Following the recent rally, equities now appear to be discounting a stronger level of economic growth than is currently evident. This is 
shown in the chart below, which graphs global composite PMI against equities. This suggests equity markets might have run ahead of 
economic news flow and could require a period of consolidation while economic data catches up with the recent gains in markets.   
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Consensus earnings growth forecasts for 2020 are currently 9.6% which seem too high given expected GDP growth of only 2.5%. 
Instead, earnings growth of 4–5% seems more realistic and using this, the 12-month forward P/E multiple is probably closer to 16.6 
times, above the 15-year high of 16.3 times.     

Relative valuations however continue to provide comfort for equity markets with dividend yields still appearing quite attractive 
compared to the low yields available on bonds and cash. This is shown in the chart below which compares equity dividend yields with 
US 10 year Treasury yields which are used as a proxy for global bonds.   
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MONETARY POLICY
A significant contributor to the gains in equity markets has 
been the policy U-turn by central banks as they moved from a 
tightening bias at the end of 2018 to cutting interest rates and 
restarting asset-purchase programmes. With earlier recession 
fears fading and the Fed indicating policy is now effectively on 
hold, the swing in the level of monetary policy support for equity 
markets this year is unlikely to be repeated. 

Equity markets have been sensitive to the level of stimulus 
and liquidity provided by central banks via asset-purchase 
programmes since quantitative easing was implemented after 
the financial crisis, as shown in the chart above. While equities 
have reacted positively to the restart of asset purchases by the 
ECB and the Fed’s buying of $60bn per month of Treasury bills, 
equity markets in the short term appear to have risen by more 
than would be expected on the basis of the amount of additional 
monetary stimulus being provided.   

LONG-TERM RETURNS
While equities could face a period of consolidation in the short term, 
they continue to offer one of the most attractive return opportunities 
among major asset classes over the medium to long term. 

ILIM has undertaken analysis to estimate the expected long-term 
return across a number of asset classes. In the case of equities, two 
approaches were used. The first looked at dividend yields and their 
expected growth over the long term,  while the second  investigated 
expected returns on the basis of long-term valuation measures. 

We forecast  nominal GDP growth rates  of 3.4% in developed markets 
and 6.3% in emerging markets  over the next 10 years. Using current 
dividend yield levels and assuming dividends grow in line with nominal 
GDP growth, the expected return from global equities over the next 
10 years is estimated at 6.1% pa.

When examining expected returns on the basis of regression analysis 
of long-term valuation metrics such as the Cyclically Adjusted P/E 
(CAPE), similar levels of return of 6.0% pa are projected over the next 
10 years.

Thus, while upside in equity markets might be limited in the short 
term, equities  continue to offer attractive returns to investors over the 
medium to long term. 
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GOVERNMENT BONDS
Developed market government bonds have delivered strong returns in 2019, fuelled by an about-turn in monetary policy. Some of the 
strongest returns were generated in Eurozone government bonds, where a fall in inflation expectations and weak growth drove yields 
lower. Meanwhile, higher-yielding countries like Italy saw their yields fall even faster as economic and political concerns abated and the 
ECB reintroduced quantitative easing.

However, bond maths cannot be ignored: low starting yields are a harbinger of low future returns!  This is clearly illustrated in the chart 
below, which shows five-year returns relative to the starting yield using data for Eurozone government bonds.

This analysis suggests that returns from Eurozone government bonds should be modest over the coming years, and   
fundamentally we agree with this. However, this should not be interpreted as a negative outlook. We do not see any possibility of a 
rate hike from the ECB in the near future and this should support a lower yield environment. Growth and inflation in the region remain 
challenging, and there is little evidence that a coordinated fiscal stimulus can be engineered to boost the economy. While there is no 
consensus for further rate cuts at this point, given rates are negative, we believe further weakness would see the ECB react to support 
the economy. Against this backdrop, we expect government bond yields to stay low, with the potential to move lower if there are any 
negative shocks to the economy or escalation in political risk.
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FIXED INCOME OUTLOOK

Niall O’Leary 
Head of Fixed Income 

2020 OUTLOOK
Global bond markets enjoyed exceptional returns in 2019, but investors should recognise that 
these types of returns are unlikely to be repeated in 2020. High fixed income returns in 2019 
were driven by:

 a reversal in direction on monetary policy, notably with the US Federal Reserve and the 
ECB switching to an easing trajectory; the slowdown in global growth and falling inflation 
expectations; and

 heightened geopolitical risks, with the trade wars between the US and China coming to the 
fore. Other issues, like the Middle East, Brexit and Hong Kong also fuelled the demand for 
‘safe haven’ fixed-income assets.

While returns of the same magnitude may not be realistic in developed government bond 
markets, there are still some segments of the fixed-income market that offer value.
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CORPORATES AND HIGH YIELD
Corporate bonds (both investment grade and high yield) also enjoyed strong returns in 2019, supported by falling interest rates and 
no evidence yet that the credit cycle is taking a turn for the worse. There have been many commentators through the year expressing 
concerns about corporate bonds, but we have a more constructive perspective. Yes, we recognise that in a recessionary environment, 
corporate defaults are likely to rise and credit spreads are likely to widen. But we see a more benign outlook for credit.

In Europe, we have seen companies adopt a reasonably cautious approach to leverage, and as a result, we have not seen debt-coverage 
ratios deteriorate in the face of low interest rates. Perhaps reflecting the impact of the US-China trade war, capital expenditure has not 
been strong and there has been little evidence of stretched balance sheets. While economic growth is expected to be below trend 
in 2020, unless there is a recession, we see corporate credit continuing to perform well. Moreover, the reintroduction of quantitative 
easing by the ECB acts as a further support for investment grade credit. 

EMERGING MARKETS
Despite the negative impact of the US-China trade war and a number of country-specific events in 2019, emerging market debt has also 
fared well. Developed-market central banks have eased monetary policy, providing emerging-market central banks with the space to cut 
rates too, especially as there was little evidence of inflationary pressure.

Indeed, many emerging economies are demonstrating positive fundamentals and, while there will always be some emerging-market 
problems (such as those that affected Argentina, Turkey and Mexico this year), the market has recognised these as idiosyncratic in 
nature, and there has been no evidence of contagion across the broader markets.

Arguably, emerging market debt is one of the few segments in fixed income where valuations are still favourable, as we can see in the 
two charts below.
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Both of the above charts indicate that valuations are not particularly stretched in emerging markets. Investors should appreciate that 
these are more volatile segments and that in a “risk-off” environment, they are prone to underperform. However, they have proven 
resilient in the face of some challenging headwinds in recent years, and offer the potential for higher returns in 2020.
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ALTERNATIVES OUTLOOK

World equities performance vs. hedge funds (Jan 1998 – Oct 2019)
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Historically, hedge fund strategies have tended to outperform equities in stressed markets, such as the dot-com bubble of 2000–2002 
and the Global Financial Crisis of 2007–2008. 

Equities vs. hedge fund returns: Dot-com bubble & global financial crisis

Dot-com bubble Global financial crisis

HFRX Global Hedge Fund Index 6.75% -12.38%

MSCI World Index -17.45% -27.67%

Outperformance 24.19% 15.29%

However, in exchange for this protection and diversification benefit, the upside is lower than equities when markets rally, as they have 
done in 2019.

Equities vs. hedge funds YTD returns (to end-October)

HFRX Global Hedge Fund Index 6.22%

MSCI World Index 17.44%

Peter Haran 
Head of Alternatives

2020 OUTLOOK
Heading into 2020, surveys of global alternatives investors show that they are concerned about 
geopolitical risk and market volatility. The strategy types they most expect to increase their allocations 
to are macro and relative value, both of which can benefit from higher market volatility.

It is particularly interesting that investors expect to invest more in macro strategies, as this has been 
one of the worst-performing strategies of the last decade. However, in an environment where there 
are increased risk concerns, investors are prepared to overlook this recent track record and position 
themselves accordingly.

 Another area that is getting greater investor attention (and to which we in ILIM have been allocating) 
are strategies that deliver uncorrelated yield, such as reinsurance and mortgage funds.
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While 2018 proved a difficult year across the board for markets, 2019 has been a profitable year across most asset classes, especially for 
higher-risk assets. For example, the MSCI World, a broad-based equity index, was up 17.40% to the end of October. 2019 has also been 
a strong year for alternatives but survey data would seem to indicate that investors are increasingly cautious going into 2020, electing to 
take more defensive positions in their portfolios generally and within their alternatives allocations.

In a recent survey published by Preqin, an alternatives data provider, on the key investment challenges for 2020, 60% of respondents 
agreed that the geopolitical landscape will affect how they will invest for the remainder of 2019 and in 2020, with 53% citing stock 
market volatility and 47% US trade policy.

Key challenges to return generation in the next 12 months

Source: Preqin

Consistent with investor sentiment being more defensive as we move into 2020, more than 30% of investors who took part in the Preqin 
survey are planning to increase allocations to strategies such as macro (strategies that implement positions based on views on major 
market trends) and relative value (strategies that identify discrepancies between the valuation of securities and their ‘true value’). These 
are strategies that tend to perform well in periods of higher volatility. 

Expected capital commitments to hedge fund strategies in the next 12 months
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PROPERTY OUTLOOK
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The environment of low interest rates is supportive of current 
property pricing, and with rates set to stay low, property is 
expected to remain good value.

In September, the ECB cut interest rates to -0.5%, a move that was 
reaffirmed a month later, and a stance that’s expected to continue well 
into 2020. The low interest-rate environment has impacted property 
values across Europe since the global financial crisis, where most 
property markets are experiencing historic low yields. Combined 
with similarly historic low-yielding gilts across the continent, the yield 
spread on property is relatively attractive and likely to encourage 
continued investment into the sector through 2020.

Allocations to property globally continue to be positive, 
with significant allocations still to be deployed, with Ireland 
continuing to be an attractive location

Global allocations to property in investment funds have been 
increasing year-on-year over the past decade. The underlying 
characteristics that make the asset class so appealing to investors 
include:

 the ability of real estate to diversify multi-asset class portfolios

 the ability to enhance returns

 the provision of income

 real estate’s risk-adjusted performance, and

 the ability to hedge inflation.

Ireland continues to be the beneficiary of increased international 
investor allocations. Investors such as Credit Swiss, Patrizia, and 
Union continue to increase their exposure, with new significant 
international entrants such as Henderson Park, Swiss Life, and 
Mapletree committing to the Irish market.

Martin O’Reilly 
Head of Property

2020 OUTLOOK
The outlook for the Irish Property investment market is positive. We believe that the market will be 
resilient in 2020 and continue to be attractive to investors.

     Asset allocation to property globally continues to be strong, with investors attracted to the 
sector’s strong yield in a low interest-rate world, and the diversification qualities it brings to 
multi-asset portfolios.

      Dublin continues to be an attractive location for international capital to invest. This should ensure 
strong activity levels and robust pricing for most property sectors in 2020. 
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This enhanced investor base is transforming the nature of the 
market, and is in stark contrast to the peak of the last cycle, when 
ownership was focused on leveraged domestic owners. While 
international capital is expected to continue to invest in 2020, 
recent tax changes, including increased stamp duty and REIT and 
ICAV tax treatment, bring a level of uncertainty that is unhelpful. 
While the context for Irish property for 2020 is generally positive, 
there are a number of risks that could belie its actual performance.

Brexit has impacted Irish property since the referendum in 2016 
by boosting demand for office space in Dublin as financial services 
companies have sought to retain an EU domicile after Brexit. Retail 
property has been negatively affected, as British retailers shelved 
extension plans in the face of such uncertainty. We do not believe 
the logical semantics of the impacts of Brexit on Ireland and 
Irish property needs further airing; suffice to say that the actual 
departure of the UK from the EU in 2020 will be negative for 
Ireland and, by extension, its property.

In the 2019 budget, the rate of stamp duty on commercial property 
increased by 1.5% to 7.5%. This followed a tripling of the rate from 2% 
to 6% in the 2017 budget, and has unsettled some overseas investors’ 
opinion of the stability in the Irish market. This latest increase in stamp 
duty puts the effective transaction tax on Irish property among the 
highest in Europe.

Occupier fundamentals remain supportive of rental levels 
overall, given the advanced stage of the cycle, but sector 
divergence will be evident in 2020

Overall capital values have been broadly stable during 2019, 
and we do not expect a material movement for prime properties 
during 2020. However, there are a number of sector-specific shifts 
ongoing, which will lead to a greater variance in value movement 
across the different property types.

The office sector makes up the highest proportion 
of typical multi-sector portfolios. Historically, 
development-driven over- supply in the sector at 
times of demand slowdown or reversal has driven 
cyclical downturns. Currently there is approximately 
2.8m square feet (sq ft) of new office space due 
to be completed in Dublin during 2020, of which 
approximately half is already pre-let or reserved. 
There is an estimated current market demand for 
approximately four million sq ft. Rental levels have 
touched historic high levels, but rents have now 
stabilised with the prime range of €55–€60psf 
well established across the prime sections of the 
market. No further significant market rental growth is 
anticipated in 2020; however, demand will continue 
to support values and development activity. Yields 
on prime offices currently range from 4.0%–4.25%, 
and the yield is expected to be maintained over 2020. 
However, there is some potential for sub- 4% yields to 
emerge, should some super-prime properties trade.

1gqdublin.com

http://www.1gqdublin.com
http://www.1gqdublin.com
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The industrial sector, while comprising a 
relatively small proportion of the investable market 
in Ireland, is in strong demand from investors. As 
a counterweight to the negative sentiment being 
experienced in the retail market, investors are 
seeking to increase exposure to this sector. This is in 
part based on the supposition that as retail migrates 
online, more logistical facilities will be required 
to house stock and move it more efficiently to 
consumers. This sector has been subject to significant 
value growth in Ireland in recent years, however, for 
2020 and beyond, we see these remaining stable 
rather than continuing in an upward trajectory. Prime 
yields range 5.0%–5.5% and rents range  
€8.00 –€9.50psf.

The private residential sector (PRS) is a 
relatively new one to Ireland, and has been subject to 
very significant growth from inception in 2015–2016. 
The Irish demographic landscape, and particularly 
that of Dublin, which continues to see large numbers 
of young people attracted to technology-related 
employment, projects a very strong investment case 
for PRS. Similar to the office sector, international 
investors are the main players in this market, and we 
expect to see capital attracted to it for the foreseeable 
future. Indeed, the well-publicised undersupply 
of residential accommodation suggests that such 
investment is needed for the wider economy. Prime 
net yields now range 3.75%–4.00% and monthly rents 
for a two-bed apartment range from €1,800–€2,500.

fernbank.ie

The retail sector is experiencing a structural shift, 
the impacts of which will persist for many years as 
retail models evolve and investors reassess the risks 
associated with the change. Growth in online retailing is 
disrupting the conventional retail trading model across 
the globe. The impact of this has been most evident in 
secondary quality/located schemes as a result of retailer 
rationalisation. In the same vein, investment sentiment 
has been negatively affected. Irish retail property has 
also been affected by the poor performance of British 
retailers in their home market, which has discouraged 
them from expanding. Notwithstanding that, demand 
and rental levels for prime shopping centres and streets 
in Dublin remains reasonably robust. We do expect to  
see valuation falls in secondary or regional retail assets 
during 2020, which have held up somewhat so far owing 
to a lack of transactional evidence.

https://fernbank.ie
https://fernbank.ie
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MARKET PERFORMANCE & 
LONG-TERM ASSET CLASS 
FORECASTS

SECTION 6
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Equity and Bond 
Markets % (in Local Currency)

2014 2015 2016 2017 2018 2019

MSCI AC World (Gross TR) 9.9 1.8 9.7 20.4 -7.2 23.7

ISEQ Overall Return 16.8 33.6 -2.7 9.7 -20.5 32.1

FTSE 100 TR 0.7 -1.3 19.1 11.8 -8.5 12.3

Euro Stoxx 50 TR 4.0 6.4 3.7 9.2 -12.0 26.4

S&P 500 TR 13.7 1.4 12.0 21.8 -4.4 27.9

Nasdaq Composite 13.4 5.7 7.5 28.2 -3.9 30.5

Nikkei 225 7.1 9.1 0.4 19.1 -10.2 16.7

MSCI Emerging Markets 2.6 -8.0 7.1 27.8 -12.2 9.8

Eurozone Government Bonds 1–5 yr 3.4 1.0 0.9 -0.2 0.0 1.1

Source: Moneymate

Sovereign 10yr Bond Yields (%) 2014 2015 2016 2017 2018 2019

US 2.2 2.2 2.4 2.4 2.7 1.8

Germany 0.5 0.6  0.2 0.4 0.2 -0.3

UK 1.9 1.9 1.2 1.2 1.3 0.8

Japan 0.3 0.2 0.0 0.0 0.0 -0.1

Ireland 1.3 1.1 0.7 0.7 0.9 0.0

Italy 2.1 1.6 1.8 2.0 2.8 1.4

Greece 9.6 7.9 7.1 4.1 4.4 1.5

Portugal 2.7 2.5 3.8 1.9 1.7 0.4

Spain 1.6 1.7 1.4 1.6 1.4 0.5

Source: Bloomberg

Central Bank Rates (%) 2014 2015 2016 2017 2018 2019

ECB 0.05 0.05 0.0 0.0 0.0 0.0

Bank of England 0.50 0.50 0.25 0.50 0.75 0.75

US Federal Reserve 0.25 0.50 0.75 1.50 2.50 1.75

Source: Bloomberg

Foreign Exchange Rates 2014 2015 2016 2017 2018 2019

Euro/Dollar (€/$) 1.21 1.09 1.04 1.20 1.15 1.11

Euro/Sterling (€/£) 0.78 0.75 0.84 0.89 0.90 0.84

Sterling/Dollar (£/$) 1.56 1.46 1.24 1.36 1.28 1.32

Source: Bloomberg

IPD All Property Return %  
(in Local Currency)

2014 2015 2016 2017 2018 2019

Ireland 36.1 25.1 12.6 8.1% 9.9% 4.4

UK 17.9 13.3 3.6 10.3% 5.2% 1.3

US 11.5 12.5 7.7 7.1% 7.4% 4.7

Source: MSCI

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

2019 figures shown are to 06 December 2019 except in the Property Returns which are to end of Quarter 3 2019.

MARKET PERFORMANCE



25

Equities

Global Equities 6.0%

US Equities 4.6%

European Equities 7.5%

Japanese Equities 5.6%

Asia Pacific ex Japan Equities 6.8%

EM Equities 8.8%

LONG-TERM ASSET CLASS FORECASTS

Long-Term (5-10 Years Annualised Returns) Asset Class Forecasts:

Property

Irish Property 4.5%

Fixed Income

European Sovereign 5yr+ 0.4%

US 10 year 1.8%

European Investment Grade Corporate 0.6%

US Investment Grade Corporate 3.0%

European High Yield Corporate 1.3%

US High Yield Corporate 4.4%

EM Debt Local 5.2%

Hedge Funds/Alternatives

Hedge Funds/Alternatives 2.7%

Source: ILIM, 1 November 2019

As with any forward-looking forecast numbers, these are only estimates. The actual returns may differ from those shown and could be higher or lower.



DISCLOSURE STATEMENT

This document is intended as a general review of investment market 
conditions. It does not constitute an offer to buy or sell any investment 
or investment advice and has not been prepared based on the financial 
needs of objectives of any particular person, and does not take 
account of the specific needs of circumstances of any person. 

Any comments on specific stocks are intended as an objective, 
independent view in relation to that stock generally, and not 
in relation to its suitability to any specific person. 

Irish Life Investment Managers Limited (ILIM) are an appointed 
investment manager to Irish Life Assurance plc.

Irish Life Investment Managers Limited is regulated 
by the Central Bank of Ireland.

Irish Life Assurance plc is regulated by the Central Bank of Ireland.

Irish Life Investment Managers is an asset management company 
and is part of the Great-West Lifeco Group of Companies.

Warning: Past performance, forecasts and simulated performance 
are not a reliable guide to future performance.

Warning: Investments may go down as well as up.

Warning: Changes in currency exchange rates may have an 
adverse effect on the value, price or income of the product.



The MSCI information may only be used for your internal use, may not be reproduced 
or redisseminated in any form and may not be used as a basis for or a component of any 
financial instruments or products or indices. None of the MSCI information is intended 
to constitute investment advice or a recommendation to make (or refrain from making) 
any kind of investment decision and may not be relied on as such. Historical data and 
analysis should not be taken as an indication or guarantee of any future performance 
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and 
the user of this information assumes the entire risk of any use made of this information. 
MSCI, each of its affiliates and each other person involved in or related to compiling, 
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly 
disclaims all warranties (including, without limitation, any warranties of originality, accuracy, 
completeness, timeliness, non-infringement, merchantability and fitness for a particular 
purpose) with respect to this information. Without limiting any of the foregoing, in no 
event shall any MSCI Party have any liability for any direct, indirect, special, incidental, 
punitive, consequential (including, without limitation, lost profits) or any other damages. 

Bank of America Merrill Lynch – “Source BofAML, used with permission. BofAML is 
licensing the BofAML indices “as is,” makes no warranties regarding same, does not 
guarantee the suitability, quality, accuracy, timeliness, and/or completeness of the BofAML 
indices or any data included in, related to, or derived therefrom, assumes no liability in 
connection with their use, and does not sponsor, endorse, or recommend Irish Life, or any 
of its products or services.”



CONTACT
 
PHONE:  +353 (0)1 704 1010 

EMAIL:  customerservice@irishlife.ie   I    www.ilim.com/about-us/contact-us

WEBSITE: www.ilim.com   I    www.irishlife.ie

BLOG:  http://blog.irishlife.ie

YOUTUBE:  www.youtube.com/ilimweb 

Irish Life Investment Managers Limited (ILIM) are an appointed investment manager to Irish Life Assurance plc. Irish Life  
Investment Managers Limited is regulated by the Central Bank of Ireland. Irish Life Assurance plc is regulated by the  
Central Bank of Ireland.


