IAIM STATEMENT:

Mercer Position on Irish Equities

(7th April 2005) The Irish Association of Investment Managers (IAIM) has reacted strongly to statements by Mercer Investment Consulting that the current level of investments in Irish equities does not constitute prudent diversification of investment holdings.

Ruth O’Briain, Chairman of the IAIM, said that Irish pension funds have gained substantially from maintaining a reasonable level of exposure to Irish equities and thus to the fastest growing economy in the OECD, despite consultants’ advice that they reduce Irish equity weightings to a very low level.

Over the 5 year period to March 31st 2005, the ISEQ index posted a return of 3.5% per annum against -5.5% per annum for the FTSE Eurobloc index, a difference of 9% pa.  A fund of €1m would have been worth €434,000 more invested in the ISEQ than in the FTSE Eurobloc index over the last 5 years.   

Ms O’Briain said that Irish investment managers and pension funds have a balancing act to make in relation to the level of their holdings in Irish equities.  

Since the advent of the Euro, Irish pension funds have reduced their exposure to the Irish market in favour of the Eurozone. The continuing challenge for investment managers and pension funds is to weigh up the acceptable and prudentially sound level of exposure to any particular market and the Irish market is no exception. 

The view of the Irish investment management community is that the Irish equity market will continue to offer pension fund clients very good opportunities for some time to come, as earnings growth continues to outstrip that of international markets. Indeed, the attractiveness of the Irish equity market has been long recognized by overseas investors who now own approximately 60% of the market.   Further diversification away from the local market may well be at a cost.   

