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Patrick, if I could turn to you first. Covid-19 has had 
a huge impact on people’s lives in terms of how we 
work, spend and save. What comfort are you able 

to give clients around ILIM’s response to this ‘new normal’?

Thanks, Aoibheann. It has been a very significant change 
for us all. Can I just start by saying a big ‘thank you’ to our 
clients who continue to support us through this period. In 

terms of our response, we moved about 3000 people from office to 
home working, and we were very fortunate to have a very robust 
IT framework supported by strong teams that was able to meet 
that challenge. Obviously, a lot of asset management activity is 
very transactional and very time sensitive, so the ability to adapt 
quickly is important. 

I’m very grateful to the over 200 people from ILIM who are 
working from home on a daily basis, making compromises in their 
own lives, while also reaching out to their clients via calls, podcasts 
or webinars etc. I really appreciate their commitment to our clients 
at this challenging time.
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Welcome to the Irish Life Investment Managers (ILIM) mid-year reflection for 2020. Given the impact that Covid-19 has 
had this year, we decided to take a different approach to our mid-year review to recognise the personal and professional 
impact the outbreak of the virus has had, as well as the impact on financial markets. We base this edition on an interview 
by Aoibheann Treacy (Head of Retail) with the CEO, Patrick Burke, and Deputy CIO, Anthony MacGuinness, to get their 
insights and thoughts on where we are now and what may lie ahead.  

Do you think we’ve had to really change how 
we provide support to customers in this new 
environment?

The way in which we provide support has changed quite a 
lot. The majority of our business is domestic and we want 
to be able to give these clients information that’s as close 

to real-time as possible on how their investments are doing, what 
the markets are doing, and what is the right investment strategy to 
see them through this period.

One big change we’ve made is our new podcast series, which 
has attracted high numbers of listeners. We’ve also held trustee 
meetings by webinar, where decisions are being made about 
investment strategy. This is a high-risk period, so being there with 
clients who are making those decisions is really important to us. 

We’ve also invested heavily in online capabilities for our corporate 
business, which administers pension schemes. Personal financial 
advisors providing advice to people approaching retirement 
increasingly need online access to information. Although we’ve 
invested in this area, it’s one where demand is likely to grow going 
forward. 

Aoibheann Treacy
Head of Retail, ILIM

Anthony MacGuinness 
Deputy CIO, ILIM

Patrick Burke 
CEO, ILIM
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Global equities (MSCI ACWI) 

Source: Bloomberg, 30 June 2020 

Anthony, from an investment perspective, 2020 is definitely a year for the history books. Given what we’re 
experiencing at the moment, a lot of people would like to know if we have seen the bottom of the market. What 
are your thoughts on where we are currently in the market cycle?

So, we hit significant lows in mid-March, when markets fell 32% from their mid-February highs. Equities subsequently have had 
a very notable rebound, erasing most in this year’s losses – markets are down just down 5% to the end of June. 

Support Spend as % GDP

Source: JP Morgan/Goldman Sachs May 2020

18%  
GDP 

HOW HAVE CENTRAL BANKS RESPONDED?
We have seen unprecedented levels of support, with trillions of dollars being put to work in a matter of weeks. To give some context, that 
equates to 18% of GDP in the US, so these measures are hugely significant. From an economic perspective, they have stabilised lending 
markets, preventing a surge in bankruptcies and averting large-scale permanent redundancies. So, I think central banks and governments 
maybe put a floor on markets around the mid-March lows. However, we still see high levels of uncertainty and risks to the market recovery 
ahead, especially if we see a second wave of the virus.

Several factors have contributed to this rally, including falling numbers 
of people infected with the virus, economies reopening, and signs of 
medical advancements in terms of a vaccine. But I think probably one of 
the key variables has been the scale and the speed with which central 
banks and government authorities have responded in terms of putting 
together packages of support.  
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Firstly, we don’t see this as a normal recession nor do we wish to downplay 
the scale of the economic challenges ahead, but we think that we’re likely to 
see the initial phase of the recovery being faster than normal. We don’t 
necessarily expect a V-shaped bounce, and our base case is that global GDP 
won’t return to pre-virus levels until the end of 2021. However, a potential 
second wave of the virus could lead to a stop/start style recovery in many 
economies, which could change those assumptions. We think more localised 
containment measures are likely rather than further large-scale national 
lockdowns. Other medium-term challenges exist, like tax hikes to fund stimulus 
packages and there are still concerns around trade, etc.

Secondly, we expect low interest rates to be the norm for the foreseeable 
future, which provides an anchor for “safe haven” assets such as government 
bonds. Central banks have also been very active in providing support to credit 
markets, including putting loan guarantee provisions in place. 
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German/US 10-year bond yields

“We don’t see this as a 
normal recession nor do 
we wish to downplay 
the scale of the 
economic challenges 
ahead, but we think 
that we’re likely to see 
the initial phase of the 
recovery being faster 
than normal.”

Source: Bloomberg, 30 June 2020 

Thirdly, the monetary policy support and that determination and willingness 
from authorities is providing near-term support for markets. 

“Markets will be 
vulnerable to any 
disappointments in 
terms of economic 
data or earnings over 
the months ahead.”
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Turning to the second part of your question – there are three key themes 
shaping our overall outlook for the second half of 2020 and beyond.

1

2

3

We also have to recognise the very strong recovery to date. Assets are now trading at 
relatively high valuations reflecting confidence in a robust recovery in the second half 
of the year. Therefore, volatility is still a big factor that we need to consider, because 
markets will be vulnerable to any disappointments in terms of economic data or 
earnings over the months ahead.
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THE BENEFITS OF STAYING INVESTED
I think the key message for customers is that with bumps likely on the road ahead, 
particularly in the short term, it’s important to stay invested – particularly if your 
outlook and objectives are long term. Our research absolutely shows the benefit of 
staying invested and focused on the long term. Covid-19 has really proven that point 
this year. Those who stayed invested will have participated in the recoveries, and we 
can see how sharp and significant they can be. So despite the short-term risks, staying 
invested really does deliver. 

On that, I think opportunities can often arise out of a crisis. Are you 
seeing areas of opportunity across the asset classes for the medium 
to longer term investor?

We see interest rates remaining lower for longer, and expect that to encourage 
investors to look for income-generating assets to enhance returns.

In bond markets, we have favoured sectors and assets that provide greater income, 
such as higher-quality investment-grade corporate bonds. We also prefer emerging-
market bonds to high-yield bonds; we’re cautious on the latter given the impact 
Covid-19 could have in terms of defaults and bankruptcies. We saw widespread 
selling of all assets around March when volatility rose sharply. That gave rise to some 
opportunities, and while we have seen those markets recover, we still think they offer 
attractive returns. I think the €750bn EU bailout fund is a big deal. It does really point to 
greater EU integration and should be supportive for peripheral markets. So, there are 
some opportunities for investors with a medium to longer term outlook. 

We believe that property, while having some challenges, still offers opportunity, with 
attractive long-term risk-adjusted returns for investors. One segment we’d highlight in 
particular is the private rental sector (PRS). It’s an attractive defensive income play and 
underpinned by the structural demand/supply imbalance in the market. We still have a 
supply shortage of housing and this is the purest sector play. More broadly, we also see 
the potential for diversification into European properties areas.  

There’s certainly going to be near-term volatility around our central scenario of equities 
delivering around 5.5% growth. We still think that equities deliver a strong return for our 
customers’ portfolios, but it’s important to have the appropriate level of exposure, and 
the controls around that would be critical for us.

Patrick, from a client perspective, sometimes these crises can offer something 
positive or new. From engagements with clients, what do you think they might be 
or is it too early to know?

No, I don’t think it’s too early. I think there’s a reinforcement of the theme around managing 
risk and managing assets to meet outcomes. It’s quite a long time since people looked at peer 
groups to see who was at top over any one period and if you look over the last 12 months and 

try to analyse it, there is very little consistency.

I think the best move for our customers, whether they’re retail investors, individual owners of 
businesses or members of defined contribution pension schemes, is to remember that the risk in their 
portfolio is being managed and that the outcome that they’re trying to achieve over a long term is 
being targeted and delivered. That approach has worked very well through this period and has given 
investors the confidence to stay invested. Since the launch of Irish Life Maps in 2013, for example, 
customers have experienced a much greater dampening of volatility and losses than they could have in 
more traditional types of funds. This means the outcome that they’re aiming for, or the range of returns 
that they expect to achieve, has continued to be achieved. In many respects, that outcome focus has 
been reinforced, and I think that that’s a positive thing.

“I think the best move 
for our customers, 
whether they’re retail 
investors, individual 
owners of businesses 
or members of 
defined contribution 
pension schemes, is 
to remember that the 
risk in their portfolio 
is being managed 
and that the outcome 
that they’re trying to 
achieve over a long 
term is being targeted 
and delivered.”
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RE-THINKING ESG
I think the other thing we’ll see in customer behaviour 
going forward is a very stark rethink about the impact of 
ESG (Environmental, Social, Governance) principles in 

practice. A huge amount of capital is being put in place to support 
markets, and there’s more to come. How we invest that is critical 
to all of us, whether as governments, individuals, members of a 
pension scheme or trustee groups.

Now is the time to realise that there is a different way to invest that 
has greater long-term potential for all of us beyond performance 
alone. When you’re trying to achieve an investment objective but 
also managing for the impact that your money can have, I think 
those principles about environmental, societal, governance are 
going to be felt much more strongly and adopted much more 
quickly than they might otherwise have been. There is a legislative 
and regulatory push already in train, but I think now we’re realising 
the impact that the way we run our society can have on our own 
economic outcomes.

Anthony, we spoke about the volatility we’ve 
experienced over the last while. What is the 
strategy for protecting clients from the worst 

impacts of volatility?

Covid-19 has reinforced for me some of the key 
investment principles that we look to use within our 
portfolios. In particular, we saw how staying diversified 

and spreading investments across a range of geographies, sectors, 
different assets and even different styles can help. Our aim 
continues to be sheltering portfolios from the worst of the volatility 
or shocks when they come. 

The very severe volatility may have gone for now, and while 
there has been a very sharp recovery in markets, there’s still 
huge uncertainty ahead for investors. As such, we believe risk 
management should remain a core element of the overall portfolio. 
Patrick has spoken about this, but it’s worth reiterating that risk 
management helps in a number of ways to weather stock market 
volatility and we know from a behavioural perspective this helps 
customers stay invested for the longer term and that, historically, 
has proven to be the best driver of creating wealth for investors. 

On sustainability, I’d say that ESG factors are increasingly being 
incorporated into how we manage portfolios like, for example, we 
did with the MAPS fund range at the start of 2020. The move has 
really benefited customers, in terms of weathering some of the 
volatility that we have seen this year, not just with Covid-19 but 
other factors like the unprecedented price war in oil markets. The 
ESG approach definitely helped in terms of outperformance versus 
non-ESG approaches this year and can help manage volatility and 
lead to better financial outcomes for investors in future. 

Patrick – a final question to you. What do you 
anticipate will be the greatest challenge for clients 
going forward, and how is ILIM positioned to 

respond and support?

Well, I think that the greatest challenge that we face as 
leaders of businesses are in our own organisations –
looking after our people in a changing world, regardless 

of what sector you are in. We’re not as connected physically as we 
were, so trying to replicate that in a non-physical way is critical. 
ILIM will play its part and provide every piece of information 
that we possibly can to meet customer’s needs. We will be there 
whenever you need to communicate with your customers, whether 
it is someone approaching retirement or those making decisions 
on their behalf as trustees. Being there and being responsive are 
the best things that we can do in our current environment. If there 
are any other suggestions that anybody has for us, please let us 
know – that’s our job; we are here to serve and we hope we’re 
doing that well.

Thank you Patrick and Anthony for your reflections 
and insights on the last six months and also the 
outlook for the coming 6–12 months. 

Thank you for reading this, and we look forward to you joining us 
again through our regular and upcoming webinars and podcast 
series. We really appreciate your support, so thank you again.

ENVIRONMENTAL, SOCIAL, GOVERNANCE

ES
G

The full conversation can be found here

https://register.gotowebinar.com/recording/2340271325267901185
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INDEX PERFORMANCES AND MARKET DATA 



CONTACT US

PHONE: (01) 704 1200
FAX: (01) 704 1918
WEBSITE: www.ilim.com
WRITE TO: Irish Life Investment Managers, Beresford Court, Beresford Place, Dublin 1

Irish Life Investment Managers is regulated by the Central Bank of Ireland. Irish Life Investment Managers Limited is registered as an Investment 
Adviser with the Securities and Exchange Commission (the “SEC”). Irish Life Investment Managers Limited holds an International Adviser Exemption 
in Manitoba and Ontario pursuant to NI 31-103. This material is for information only and does not constitute an offer or recommendation to buy 
or sell any investment and has not been prepared based on the financial needs or objectives of any particular person. It is intended for the use of 
institutional and other professional investors.

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

Past performance, forecasts and simulated performance may not be a reliable guide to future performance

Investments may fall as well as rise.

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

This material is for information only and does not constitute an offer or recommendation to buy or sell any investment and has not been prepared 
based on the financial needs or objectives of any particular person. It is intended for the use of institutional and other professional investors.


