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Peripheral Europe Update 
 

 Draghi finally mentions government bond buying 

 Italy cancels mid-December debt auction 

 
Main market events  

Peripheral markets had a strong week, helped by dovish comments from Mario Draghi on 

Monday and Friday. Short-dated peripheral bonds again outperformed longer-dated ones. 

Spanish bonds have returned 13.7% year-to-date, Italian bonds 12.7% and Irish bonds 12.5%. 

 

European Central Bank 

ECB President Draghi said on Friday that “the inflation situation has become increasingly 

challenging” and that the ECB would "broaden purchases if inflation risks materialize”. On 

Monday he explicitly said that this broadening would mean buying government bonds as well. 

 

Italy 

Italy cancelled its mid-December debt auction due to the current large cash position. Only 2 

auctions are left now for this year: November 27
th

 and December 31
st

. 

 

Spain 

Spain will start a legal action against Catalan Premier Artur Mas for disregarding the Spanish 

Constitutional Court ruling which suspended the consultation vote on independence held 

November 9
th

. 

 

Ireland 

The Irish government reduced the water charge to households after strong protests. The 

introduction of this charge was one of the policies agreed with the Troika as part of the bailout 

program. The now agreed reduction is one of the first signs of Irish austerity-fatigue.  

 

Robeco Euro Government Bonds  

We remain positive on the peripheral bond markets as fundamentals are improving and the 

ECB’s policy remains very supportive for the periphery. We expect further unconventional 

measures to be needed to reach the ECB’s balance sheet expansion target. This will continue to 

spur the search for yield. Peripheral bonds remain attractive in this environment. 

 

We have closed our overweight in longer-dated Spanish bonds. We maintain overweight in 

shorter-dated Italian and Portuguese peripheral bonds, where we feel most potential for further 

spread contraction exists. Investors are becoming more reluctant to add to peripheral exposure 

with year-end getting closer, but ECB support like the upcoming TLTRO will continue to be 

beneficial for shorter-dated bonds. Furthermore we remain overweight longer-dated Irish debt as 

Ireland has the best fundamentals among the peripheral countries. 

Peripheral bonds make up 50% of the fund, more than half of which Italian. Year-to-date the 

fund’s absolute performance is 11.31%*, helped by the strong performance of periphery bonds. 

 
* Robeco Euro Government Bonds, gross of fees, based on Net Asset Value, YTD November 20, 2014. 

The value of your investments may fluctuate. Past results are no guarantee of future performance.  

Olaf Penninga, Lead Portfolio Manager Robeco Euro Government Bonds 

Stephan van IJzendoorn, Portfolio Manager Rates  



 

Page 2 of 3 

Current spreads and the movement over time 

 

Source: Bloomberg 

 

 

Source: Bloomberg 

 

Country allocation Robeco Euro Government Bonds (November 21, 2014) 

 

Source: Robeco 
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Important information 

Robeco Institutional Asset Management B.V. (trade register number: 24123167), hereafter 

Robeco, has a license as manager of UCITS and AIFs from the Netherlands Authority for the 

Financial Markets in Amsterdam. Without further explanation this publication cannot be 

considered complete. It is intended to provide the professional investor with general information 

on Robeco’s specific capabilities, but does not constitute a recommendation or an advice to buy 

or sell certain securities or investment products. All rights relating to the information in this 

presentation are and will remain the property of Robeco. No part of this publication may be 

reproduced, saved in an automated data file or published in any form or by any means, either 

electronically, mechanically, by photocopy, recording or in any other way, without Robeco's prior 

written permission. The information contained in this publication is not intended for users from 

other countries, such as US citizens and residents, where the offering of foreign financial services 

is not permitted, or where Robeco's services are not available. The prospectus and the Key 

Investor Information Document for the Robeco Funds can all be obtained free of charge at 

www.robeco.com. 

 

http://www.robeco.com/

