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Peripheral Europe Update 
 

• Podemos wins in Madrid and Barcelona 

• Another week, another Greek deadline 

 
Main market events  

Peripheral bonds lagged the rally in German Bunds this week. The Spanish election outcomes 

and some Greek headlines pushed spreads wider at the start of the week. On Wednesday 

peripheral debt rallied as Greek officials claimed progress in the negotiations, but this was 

quickly denied by the creditors. Portuguese bonds have returned 3% this year, Italian bonds 1.7%, 

Irish bonds 0.7% and Spanish bonds 0%. 

 

Spain 

The ruling Partido Popular suffered losses in last weekend’s local and regional elections. It lost 

the majority in all regions where it had one. Podemos gained in the regional elections as well, 

but remained clearly smaller than the Socialists. The formation of a stable coalition government 

could be difficult in some smaller regions, especially ahead of the national elections towards the 

end of this year. These elections are also unlikely to produce a majority for any single party. 

 

Greece 

The IMF stated that Greece will be allowed to bundle the four payments it has to make next 

month. Effectively, this shifts the deadline for these payments towards the end of June. This 

option was used by Zambia in the 1980s. 

 

The Euro Working Group (the EMU Deputy Finance Ministers) is said to have posed June 5 as the 

deadline for an agreement to disburse the remaining EUR 7 billion from the second bailout. 

Otherwise, the extended bailout will end without the disbursement of these funds. However, 

French Finance minister Sapin and EU’s Juncker called for an agreement in the coming “days or 

weeks”. Greek officials claimed progress had been made, but this was denied by the IMF, the EU 

and the Germans. The negotiations are thus likely to drag on for a few more weeks. 

 

Robeco Euro Government Bonds  

We have further reduced our positions in peripheral bond markets. We have taken profit on the 

last bit of our Portuguese holdings. We used the tightening after Greece had claimed progress in 

the negotiations to sell some Spanish bonds. 

 

We continue to see the ECB’s QE program, the generally supportive stance of EU policy makers 

towards the periphery and the improvement in growth as positives for peripheral debt. However, 

as we expect the complicated Greek negotiations to continue to drag on peripheral performance, 

we have reduced our overweight position in the periphery further. The fund still has an 

overweight in Irish bonds versus Germany. Furthermore the fund has a small overweight in 

Spanish bonds versus Italian bonds. Peripheral bonds make up 40% of the fund. Year-to-date the 

fund’s absolute performance is 0.77%*.  

 
* Robeco Euro Government Bonds, gross of fees, based on Net Asset Value, YTD May 28, 2015. 

The value of your investments may fluctuate. Past results are no guarantee of future performance.  
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Current spreads and the movement over time 
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Country allocation Robeco Euro Government Bonds (May 28, 2015) 
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Important information 

This publication is intended for professional investors. References to specific securities are not to 

be considered recommendations. RIAM may or may not hold referenced securities. It should not 

be assumed these securities will or will not be profitable. Robeco Institutional Asset 

Management B.V. (trade register number: 24123167) has a license as manager of UCITS and AIFs 

of the Netherlands Authority for the Financial Markets in Amsterdam. The prospectus and the Key 

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

www.robeco.com. 

 


