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The third quarter proved to be one of the most remarkable periods for equity markets in recent 
times as the repercussions of the financial crisis reached new heights. July began with rumours 
of the bankruptcy of Fannie Mae and Freddie Mac.  Rumours also suggested that Lehmans, 
the investment bank was also about to fail and markets were quite weak through the first two 
weeks of July. A package offering improved funding and capital injections if required for Fannie 
and Freddie and restrictions on short selling led to a rebound in the middle of July which was 
aided by a fall in oil prices from a $145 high and an earnings season which did not provide 
significant negative surprises, particularly in financials. 

The gains continued through August but October saw a number of significant developments. 
The levels of write downs among financials associated with the ongoing crisis, the blockage of 
short term funding channels for banks and increasing concerns over rising credit costs given 
rapidly slowing economies and falling property markets globally all culminated to cause the 
failure of some leading financial institutions. 

In the US Fannie Mae And Freddie Mac were effectively nationalised, Lehmans went bankrupt, 
AIG received an $85bn loan from the Fed to enable it to survive and the Treasury took an 80% 
stake in the company.  Merrill Lynch was forced to sell itself to Bank of America, Washington 
Mutual went into receivership and parts were sold to JP Morgan.  Wachovia was forced to sell its 
banking operations to Citigroup.  Events culminated with an announcement on a radical $700 
billion bailout package to take bad mortgage assets from struggling US banks.  

In the UK, HBOS was forced to sell itself to Lloyds while Bradford &Bingley was nationalised. The 
focus of the financial crisis then moved onto Europe.  European Governments had to bail out 
four European banks towards month end, Fortis, Hypo Real Estate, Glitnir and Dexia, along with 
the Irish Government giving a state guarantee to virtually the entire Irish banking sector.  

All major markets were down for the quarter with most of the losses occurring in September. 
Through the quarter the US fell 9.0%, UK 13.0%, Europe 12.1%, Japan 17.6%, Pacific Basin 
17.6% and Ireland 31.8%.

All sectors were down during the period. The best performing sectors were consumer staples 
and healthcare given their defensive characteristics. Consumer discretionary stocks also 
outperformed despite ongoing pressure on discretionary spend. Commodity and energy stocks 
underperformed given concerns over growth prospects and sharp falls in oil and commodity 
prices. Utilities also underperformed given the linkage between fuel prices and utility pricing for 
some utility providers. 
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Summit Global Leaders Fund

*Past Performance
1 Year  — -17.54%
2 Year  —  -15.83%
5 Year  — 11.78%
10 Year — -2.60%

Source: Moneymate ©

*Past Performance
1 Year — -20.17%
2 Year — -19.93%
5 Year — -7.43%
10 Year — N/A

Source: Moneymate ©
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Review
The objective is to provide above average returns over the medium to long term without 
significant volatility.  The fund invests in global equities but must maintain at least a third of its 
assets in Bonds and Cash.  The fund ended the quarter with 58% invested in equities, 36% in 
bonds and 6% in cash

Over the quarter we bought United Business Media which is a newswire service for public 
companies to disclose information. It has a strong growth profile over the next few years with a 
strong balance sheet allowing a return of capital to shareholders. It does not face the structural 
risks from internet/digital technology that others in the media space face and was relatively 
attractive in valuation terms in a sector context.   

Positions which were sold included Cadbury, France Telecom given that they had reached what we 
considered to be full valuation levels. 

Review
The Summit Global Fund is a specialised fund and can only invest in stocks that have large market 
capitalisation of at least $10 billion. Hence, it is well placed to exploit the major themes which 
are driving economic growth. 

Stocks we bought during the quarter included Rio Tinto and BHP as we believed their share price 
falls since May represented an opportunity to buy into structural strength in the commodity cycle 
given supply constraints in coming years.   We bought Siemens given its low valuation relative 
to peers and its own history, potential upside in margins through restructuring and profit growth 
from strong end market exposures such as its power businesses.
We sold Morgan Stanley given concerns over the pure investment bank model and exposures 
which the company was running which we thought would lead to further write downs. Barclays 
was sold given its tight capital position and potential for further write downs in its structured 
credit portfolio. 
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Review
The Summit Technology Fund is a specialist fund concentrating on companies in the 
telecommunication, Software, Internet and other technhology sectors. As this fund is invested in a 
specific sector, your investment will be subject to greater volatility when compared to funds which 
are more widely invested.

During the quarter Hewlett Packard gained 4.6% as it announced a cost cutting initiative of 
$1.8bn. Ericsson was up 1.9% benefiting from a stronger dollar and hopes for pick up in demand 
for telecom equipment. Apple fell 32.1% given concerns that price cuts may impact earnings.  
Corning, a manufacturer of glass for flat panel displays, also fell 32.1% as it reduced forecasts due 
to makers of televisions cutting orders. Alcatel-Lucent, the fixed line network supplier fell 30.1% 
as Nortel, a competitor, announced a surprise fall in sales. The fund sold its position in Electronic 
Data Systems following strong gains post the bid form Hewlett Packard

Summit Growth Fund

Summit Technology Fund

*Past Performance
1 Year  — -28.73%
2 Year  — -26.45%
5 Year  — 5.57%
10 Year — -9.88%
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Review

The Summit Growth Fund pursues a strategically aggressive policy in order to achieve significant 
capital growth. This means that 100% of the funds assets may be invested in equities throughout 
the worlds stock markets.

Stocks which were bought during the quarter included Man, which supplies goods and systems 
in commercial vehicle construction, mechanical and plant engineering, was also purchased. The 
stock was at trough valuation levels, has strong order backlogs, potential for synergies and a 
strong balance sheet. The Greek incumbent telecoms operator, Hellenic Telecom was bought 
given a double digit growth outlook over the next few years driven by increasing exposure to 
Balkan mobile. Margins are expected to recover in the Greek mobile operations while cost saving 
and synergies are likely over the next three years. Apache, the oil and gas company was bought 
as it too had experienced a valuation de-rating despite strong earnings upgrades and has an 
ability to grow production from its resource base.

Source: Moneymate ©

*Past Performance
1 Year — -22.80%
2 Year — -22.04%
5 Year — -13.46%
10 Year — N/A

Source: Moneymate ©
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ISHARES INC MSCI PACIFIC EX JAPAN INDEX FD 9.26
CRH 2.91
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Exxon Mobil 1.42
TOTAL 1.34
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Elan 1.15
HSBC 1.10
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INTERNATIONAL BUSINESS MACH 9.35
Microsoft 9.34
Cisco 7.56
Hewlett 6.27
Oracle 4.89
Google 4.47
Intel 4.39
Ishares 4.32
Qualcomm 4.20
NOKIA 3.96

 Top 10 Holdings          % 



Outlook

Fund Performance

Source : Moneymate
The figures are based on the following : Local Currency, Offer to Offer, Gross Income Reinvested on
Ex-Dividend Date.  Past performance is not a necessarily a guide to future performance.  Unit prices may fall as well as rise.

The financial crisis has worked its way through far enough to generate policy responses in the Euro area. With swift bank rescues 
executed in the Benelux, France and Germany, and the launch of an Irish (and possibly Greek) deposit guarantee plan likely to 
be imitated across Europe, the only mechanism that Europe lacks is one that would allow for a coordinated large-scale response 
equal to the major financial risks that could still materialise. On the monetary policy side, the ECB has cut interest rates on the 
back of a worsened outlook for economic growth in an exceptionally uncertain environment.

Understandably equity investors are nervous at the moment as it has been a very tough year so far. And although calling the 
low point in markets is impossible, it is important for long term equity investors that they participate in any rally.  The empirical 
evidence illustrates this point.  

In short, ILIM’s view for equities this year is for negative double digit returns, as negative pressure from falling earnings forecasts, 
the ongoing credit crises, inflation concerns and increased issuance is set to maintain pressure on the market.  Whereas, long 
bonds have a return potential of circa 4% for the year.

If you have any further enquiries please do not hesitate to contact EBS Savings and Investments on 01 665 8027.

DISCLOSURE:-
Irish Life Investment Managers Limited is authorised by the Financial Regulator.  While Irish Life Investment Managers uses reasonable efforts to ensure that 

the information contained in this document is current, accurate and complete at the date of publication, no representations or warranties are made (express 

or implied) as to the reliability, accuracy or completeness of such information. Irish Life Investment Managers therefore cannot be held liable for any loss 

arising directly or indirectly from the use of, or any action taken in reliance on, any information contained in this document.  This material is for information 

only and does not constitute an offer or recommendation to buy or sell any investment, or subscribe to any investment management or advisory service.  The 

performance shown represents past performance and does not guarantee future results.  Past performance is not indicative of future results.

Summit Asset Management is regulated by the Financial Regulator. 
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