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Peripheral Europe Update 
 

 Portuguese bonds drop 6% this week 

 Ireland upgraded by Fitch 

 
Main market events  

Peripheral bonds were not resilient to the general risk off climate this week. Especially 

Portuguese bonds came under severe pressure, as doubts over the Portuguese budget and the 

willingness and ability of the new government to comply with EU rules rose. Italian bonds have 

returned -0.7% this year, Portuguese bonds -7.4%, Spanish bonds -0.1% and Irish bonds 1.3%. 

 

Spain 

The Spanish budget deficit came at 4.5% of GDP in 2015, down from 5.9% in 2014, but still 

overshooting the 4.2% target. Spain should reduce the fiscal deficit to 3% of GDP this year, but 

this will require further consolidation measures from the yet-to-be-formed government. 

  

Portugal 

The Eurogroup found the Portuguese 2016 budget “not to be in particularly serious non-

compliance” with the Stability and Growth Pact and no resubmission was needed. They did 

however highlight several risks which need to be addressed by the new government.  

 

Italy 

Italian 4
th

 quarter GDP came out weaker than expected at just 0.1%. Especially domestic demand 

disappointed surprisingly given the recent gains in consumer confidence and business sentiment. 

 

Ireland 

Fitch upgraded the rating for Ireland to A from A-, with a stable outlook. The upgrade was based 

on stronger growth projections and a continued decline in the debt/gdp ratio. 

 

Greece 

The Eurogroup noted good progress in the negotiations on the first review of the bailout 

program, while the IMF posted a critical note, warning Grexit fears could resurface again. 

 

Robeco Euro Government Bonds  

We sold our remaining Portugal exposure early in the week, before the strong spread widening.  

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. But the 

general risk off sentiment in financial markets favors a cautious stance towards peripheral bonds.  

 

The fund has an overweight position in Ireland as strong economic growth is rapidly improving 

the Irish debt metrics, and a small overweight in Spanish longer dated bonds. We don’t hold any 

short dated bonds of Italy and Spain due to stretched valuations. Peripheral bonds make up 36% 

of the fund. Year-to-date the fund’s absolute return is 1.70%*. 
 

* Robeco Euro Government Bonds, gross of fees, based on Net Asset Value, YTD February 11, 2016. 

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 



 

Page 2 of 3 

Current spreads and the movement over time 

 

Source: Bloomberg 
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Country allocation Robeco Euro Government Bonds (February 11, 2016) 

 

 

Source: Robeco 

 

 



 

Page 3 of 3 

Important information 

This statement is intended for professional investors. Robeco Institutional Asset Management 

B.V. has a license as manager of UCITS and AIFs from the Netherlands Authority for the Financial 

Markets in Amsterdam. This document is intended to provide 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. 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/

