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Portfolio Manager & Chief Investment Officer: Lee Robinson   Joint - Portfolio Manager: Philip Crate  

NAV (since inception): 95.70 €                                                                             Fund AUM: € 28,106,202  

Fund Strategy                  

The objective of the Altana Corporate Bonds Fund (ACBF) is to generate a positive return in all market phases by 
investing in a diversified portfolio of corporate bonds globally. The fund sources attractive bond investment opportunities 
in all major markets, seeks corporations that have an extremely high degree of repayment as well as strong defendable 
business models. Risks on macroeconomic, geopolitical, sector and issuer levels are limited by following a structured 
allocation strategy. ACBF takes global exposure either via cash bond positions or derivatives, depending on relative 
valuations and market opportunities.  

 

As of end of  
April 2017  Annualised returns Volatility Sharpe Ratio 

Sortino 
Ratio 

  1M 3M YTD 1Y ITD 1Y ITD 1Y ITD 1Y 

ACBF Strategy 

(€ class) 0.83% 1.06% 1.10% 5.75% 1.70% 1.54% 4.66% 3.72 0.36 5.84 

BAML Global  
IG 0.85% 2.02% 2.05% 3.47% 3.44% 2.96% 3.02% 1.17 1.14 1.93 

BAML Global 
HY 1.15% 2.53% 4.00% 12.96% 5.76% 3.11% 3.36% 4.17 1.71 6.62 

 

ACBF (since management restructuring) vs. benchmarks 
 

 
 

Please refer to Appendix I – Strategy performance graph and risk report since fund inception 
 

  Performance (net*) 

 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD 
Return 
Since 

Inception 

2013  -0.19%
 
 +0.47% +0.75% +1.64% +0.04% -2.12% +1.71% +0.67% +1.11% +2.37% +0.71% +1.29% +8.68%  

 
 
 

+7.74% 

2014 -0.25% +1.43% +1.74% +0.63% +2.32% +1.08% -2.94% +0.08% -7.09% -1.65% -0.35% +0.78% -4.20% 

2015 +1.21% +4.50% +0.58% +2.88% +1.29% -1.98% -2.89% -0.98% -3.66% +1.27% -2.98% -1.75% -2.82% 

2016 +0.06% -0.78% +1.62% +0.25% +0.12% -0.32% +1.39% +0.89% -0.38% +0.80% +0.95% +0.93% +5.65% 

2017 +0.01% +0.44% -0.19% +0.83%         +1.10% 

*Performance (% m/m) is net € of all legal, admin, trading and management fees.  Latest month/YTD figures are final figures.   
Data is for ACBF Cayman up to April 2014,   as of May 2014 data is for ACBF UCITS.  

2014 YTD return is a blended figure between ACBF Cayman and ACBF UCITS. ACBF UCITS May-Dec 2014 return was -7.80%.  

 

Main Performance Contributors 

Top Performers Bps Worst Performers Bps 

1 COOPBK 5.125 09/20/17 EMTN +10 1 ITRX 100 06/22 3KA -9 

2 ABGSM 0.25 03/31/23 REGS +8 2 ABGSM 5.5 10/01/19 REGS -7 

3 QUIBB 0 04/15/19 REGs +6 3 LHAGR 100 06/22 3KA -3 

4 TALKLN 5.375 01/15/22 +6 4 ISOLUX 3 12/30/21 B -3 

5 VEDLN 9.5 07/18/18 REGS +6 5 NXTLN 100 06/22 3KA -3 
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Portfolio Activity & Outlook 
 

The month of April was for the most part a positive one for risk markets.  For riskier assets in particular, April was 
however a bit of a tale of two halves.  Escalating geopolitical concerns around Syria and North Korea combined with 
some unwinding of Trump reflation trades and the prospect of the French presidential elections towards the end of the 
month kept risk assets in check for much of April while measures of volatility (namely the VIX and VSTOXX) hit year to 
date highs. However a market friendly French election result coupled with a strong start to earnings season on both 
sides of the pond helped risk assets stage a decent rally in the last week to finish with solid returns.  We are pleased to 
report that the Altana Wealth Corporate Bond Fund (“ACBF”) finished April with a positive net return of 83bps for the 
€ share class (USD share class +97bps/GBP share class +88bps), taking the year to date net return to +1.1% (USD 
share class +1.60%/GBP share class +1.35%).  On a risk adjusted basis*, the Fund’s YTD performance compares very 

favourably with the broader BAML benchmark indices.  [*ACBF’s Sharpe ratio is 3.7 versus 1.17 and 4.17 for the BAML 
Global IG and HY indices respectively, for the twelve month period ending 28

th
 April 2017.] 

   
April was a fairly decent month for bonds. At a sovereign level in local currency terms, OATs (+1.5%) were the standout 
performer following Macron’s strong showing in the first round of the French Presidential election, while US Treasuries 
also posted solid returns (+0.7%) on the back of geopolitical tensions and a reappraisal of the “Trump trade”.  
Meanwhile, German Bunds sold off amid risk on moves to end April mostly flat.  European investment grade (+0.50%) 
and high yield (+1.09%) credit saw positive returns in April, primarily driven by significant spread tightening amid the risk 
rally that followed the French Presidential vote. The rally was broad based with strong performance across ratings and 
sectors, with EUR non-financial YTD returns heading back into positive territory (+0.5%). GBP investment grade 
nonfinancial spreads were mostly flat on the month but subordinated financials latched onto the broader risk rally 
(+1.9%), while US credit eked out a +1% gain across investment grade and high yield.  Given the results from the 1st 
round of the French Election and perhaps the fact that so far we haven’t seen any firm evidence of the ECB tapering 
corporate bond purchases, this might also help to explain some of the outperformance of Europe credit spreads versus 
their US counterpart. The broader BAML global investment grade and high yield indices posted positive returns for April 
of +87bps and 118bps respectively.  Therefore ACBF’s performance was broadly in-line with long only benchmarks, but 
superior to the average return posted by our competitors in April. 
     
Our credit market outlook remains generally constructive near term with the European political risk pipeline now looking 
more benign, robust PMIs, no sign yet of an ECB CSPP taper, and credit continues to benefit from robust investor 
demand supported by small investor inflows.  However, there are some storm clouds on the horizon with May seeing a 
spike in core rates, weaker commodity prices and tight valuations.  We will remain opportunistic with regard to adding 
risk and will focus our efforts on under-researched sectors with an improving credit profile (e.g., offshore drilling bonds, 
secured shipping bonds, etc.).  Again we must emphasise that we actively trade secondary bonds and our interest 
duration has consistently been under 1.8 years hence, would see a steepening of interest rates as more of an 
opportunity than a threat. 
 
With regard to valuations, we read with interest the conclusions of a recent Deutsche Bank report (Annual Default 
Study: The Low Default World Survives, 19 April 2017).  This report highlighted that, even after the full force of the 
recent energy default cycle, the global default remains historically low.  Their analysis showed that the average default 
rate for US single-B and BBs was lower between 2003-2016, compared with the earlier period 1981-2002 (see Fig.1 
below).  A remarkable fact given that the second time series includes the destructive impact of the global financial crisis 
in 2008 and a last decade when growth has been the lowest on record for the developed world.  For US Single-Bs only 
one year (2009 - 11.6%) has seen defaults above their average (since 1981) since the start of 2003 with the average 
annual default over this period 2.7% against the 1981-2002 annual average of 5.6%. Over the same two periods US BB 
annual defaults have declined to a recent average of 0.4% p.a. (2003-2016) from 1.3% p.a. (1981-2002.  Interestingly 
CCC defaults have been almost identical over the two periods so the extreme low default world has not extended to the 
most levered and speculative part of the market.  However, CCCs are comfortably the smallest part of the US HY 
market and therefore higher defaults in this bucket haven’t impacted the overall rate markedly. 
 
Figure 1: US Non-Financial Annual Default Rates by Rating with Average Pre and Post 2002    
 

 
Source: Deutsche Bank, S&P 
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The picture is similar for European high yield although the data only goes back to the early 1999-2001 and therefore it is 
distorted by the extreme number of defaults in the TMT sector in the early 2000s.  It’s interesting to observe that since 
2003 there have actually been 11 years out of 14 with zero BB defaults.  Although there are only limited CCCs in the 
European market the default rate has been low post crisis (12.7% average since 2010) and much lower than that seen 
in the US. 
 
Figure 2: European Non-Financial Annual Default Rates by Rating 
 

 
Source: Deutsche Bank, S&P 
 

This is of course supportive for high yield credit but are investors getting adequately compensated for default risk?  The 
authors of the report argue that overall investment grade credit probably provides a superior default spread premium 
(“DSP” is calculated by subtracting the spread required to compensate for default for a given default and recovery 
assumption form the index spread level).  By individual rating category BBs provide the widest DSP in the US market 
and Single-Bs in the EUR market based on the average default and recovery cycle.   However, the DB analysis showed 
that under the worst observed default cycle through history US BBs and below no longer offered any compensation for 
default risk at current spread levels.  EUR BBs just about compensate investors for default risk in this “adverse” 
scenario.  What is striking to us is that CCCs seemingly offer no excess spread protection for default risk other than in a 
“best case” scenario.  Last year a number of funds turbocharged their returns via above benchmark allocation to CCC 

credit, especially in bombed out US energy names.  Following such a strategy this year won’t be as profitable a trade in 
2017 given current valuations and it is clearly very risky given negative spread protection other than in a best case 
default environment, our opinion.  We would like to remind our investors that ACBF does not invest in CCC-rated 
bonds as the minimum credit rating requirement for the fund is B-/B3.      
 
Figure 3: USD Cash DSP                 Figure 4: EUR Cash DSP 

 
 

Note: Non-Financials only and assuming a 40% recovery 
rate. 

Note: Non-Financials only and assuming a 40% recovery 
rate. 

Source: Deutsche bank Source: Deutsche bank 
  

 

Now let’s turn to the notable winners and losers for the month.  It will be observed that Abengoa appears as both a 

contributor (+8bps) and detractor (-7bps) for April in our top ten winners and losers table.  This follows the conversion of 
its old debt in to new bonds at a steep discount to the face value of the old debt as part of its recently approved 
restructuring agreement with its creditors.  The net return was actually only +1bps for the month.  While the restructuring 
deal’s approval allows Abengoa to proceed with its viability plan, we have some doubts about the sustainability of the 
restructured business.  In this regard, the company’s FY2016 figures were dismal – but largely in-line with its viability 
plan (with new business falling substantially short of the plan’s target).  Our remaining residual exposure is small at less 
than 10bps of the fund and we believe that the new bonds offer interesting option value on a successful turnaround and 
refinancing of the business a few years down the road. The new bonds are indicated at 11 cents (roughly equating to a 
cash price of 4 cents on the old debt). We estimate a significantly higher recovery value on a successful turnaround of 
the business but risks remain near term regarding the company’s liquidity position.  
          
 

mailto:info@AltanaWealth.com
http://www.altanawealth.com/


   

 
©2017 Private & Confidential | info@AltanaWealth.com | www.AltanaWealth.com  

Altana Wealth Ltd | 8 Pollen Street | London W1S 1NG | Tel: +44 (0) 20 7079 1080 | Authorised and regulated by the Financial Conduct Authority 

Altana Wealth SAM | 33 Avenue St Charles | Monaco 98000 | Tel: +377 97 70 56 36 | Authorised and regulated by the Commission de Contrôle des Activités Financières 
        4 

 

COOPBK 5.125% September 2017 (Coop bank) was the standout performer for April contributing 10bps to the fund’s 
performance.  Coop bank senior bonds found support in the early part of the month following news that the board had 
selected several parties to enter the second round of its sale process that is expected to be concluded in the early part 
of May.  However, news flow over the remainder of the month was more negative with the UK press reporting that the 
sales process was struggling, while the Bank of England and the Coop’s hedge fund owners were thought to have 
appointed separate advisors to review all options for the bank, including an orderly wind-up of the institution.  Separately 
the bank itself was said to be looking to appoint new financial advisors to help it negotiate an agreement with its hedge 
fund owners about injecting additional capital in to the bank should the sales process for the entire bank fail.  A 
recapitalisation would involve the current owners providing additional equity and involving subordinated bondholders in a 
debt for equity swap – the Coop’s hedge fund owners are also heavily invested in the bank’s sub debt.  While we remain 
of the opinion that senior bondholders will be made whole under almost all scenarios, the uncertainty and consequent 
price volatility surrounding the nature of any impending restructuring left the risk/return profile of the Coop’s senior 
bonds unattractive so we elected to exit the name. We may consider re-investing once we get a clearer understanding 
of how any potential restructuring will impact the position of senior bondholders.  For now we are content to stay on the 
side-lines. 
 
QUIBB FRN April 2019 (“QUICK”) was another notable performer contributing +6bps to performance. The company’s 

owner, Groupe Bertrand (“GB”), announced a refinancing of Quicks’ existing senior and unsecured bonds (through a 
combination of a cash tender and schedule call options) and an injection of standalone Burger King stores and cash in 
to the new bond borrowing group. The credit profile for the new group is stronger compared to the old standalone Quick, 
in our opinion.  The tender price was struck at a 2-point premium to secondary levels (immediately prior to 
announcement).  We also took part in the new bond issue, which performed very well in secondary. Quick was one of 
our high conviction special situations which we purchased in the high 70’s last summer and has now return par plus 
interest of nearly 6%. 
  
Another “winner” worthy of mention is DRXLN 4.25% May 2022 (“Drax”) which contributed +5bps to fund performance.  
This was a debut sterling bond issue for a BB-rated company that we felt was attractively priced.  Drax supplies 7% of 
UK electricity and is Western Europe’s largest coal-fired power generator.  The company has transformed itself from 
being a coal-fired power generator in to one of the largest renewable energy providers in the UK.  The company now 
generates about three-quarters of its output from renewable sources (biomass), which benefit from long-term contracts 
with the UK government at above wholesale market rates covering a significant percentage of its output.  With regard to 
its remaining coal-fired power generation capacity, it’s worth noting that this will remain in commission until 2025.  It the 
meantime coal will remain an important source of power supply during the winter months and will benefit from “capacity 
payments” for being ready to supply power during peak demand for electricity.  The new bonds are currently bid three 
points above the new issue reoffer level. We remain comfortable holding Drax at current market levels. 
 
Turning to the negative side of the ledger we are pleased to report that most of the top -10 detractors represent only a 
small negative individual contribution to fund performance.  The largest detractor for the month was for ITRX 100 June 
2022 which represented -9bps. This is a short risk position on European bank senior credit expressed via credit default 
swaps (CDS).  For most of the month European bank senior CDS drifter wider in the run up to the first round of the 
French Presidential vote.  CDS gapped tighter following Macron’s strong showing.  We subsequently reduced the size of 
this macro hedge on the expectation that Macron will comfortably win the second vote and this could trigger a further 
tightening in bank credit spreads with a ratcheting down of European political risk in the near term.  
 
We continue to see opportunities in secondary credit markets and coupled with our winning of the Hedge Fund journal 
best credit fund award are actively taking meetings with new clients. Once again we thank you for your support and 
interest. 
 
Written by Lee Robinson & Philip Crate 
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Risk Report* (since management restructuring)   

 

Gross Summary Statistics 
Since management restructuring: Jan 2016 

ACBF UCITS 
Annualised 
Volatility 

+1.56% 

Downside 
Deviation* 

+1.33% 

Skewness -0.70 

Kurtosis 4.12 

Min 1D Return -0.44% 

Max 1D Return +0.38% 

Max Drawdown -1.20% 

Sharpe Ratio 3.07 

April 2017 
Annualised 
Volatility 

+0.70% 

Skewness +0.73 

Kurtosis -0.52 

Min 1D Return -0.02% 

Max 1D Return 0.13% 

Max Drawdown -0.02% 

Sharpe Ratio ** 3.99 

Correlation with S&P 500: 
1 Month +0.03 

3 Month +0.35 

All +0.25 

 
 
 

 Daily Returns 

 
Drawdown 

 

ACBF UCITS Strategy Histogram of Daily Returns  

Since management Restructuring 

 

 

 

*Using Gross Daily Performance Data 
**Strategy figure shows the performance of ACBF UCITS (since 05/2014 launch). 

 
Please refer to Appendix I – Strategy performance graph and risk report since fund inception 
 

Market Cap (USD mm) / Sector 
Sector Avg Market Cap (USD mm)  % NAV 

Basic Materials 8,041  14.0% 

Communications 20,375  18.8% 

Consumer, Cyclical 5,476  6.4% 

Consumer, Non-cyclical 8,219  5.2% 

Energy 2,728  5.3% 

Financial 23,980  3.6% 

Industrial 6,333  5.7% 

Utilities 1,622  2.2% 

Total 10,843  61.2% 
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Portfolio Overview 
 

Sector Exposure 

1 Communications  22.68% 6 Utilities  3.36% 

2 Basic Materials  15.18% 7 Consumer, Cyclical  2.61% 

3 Financial  9.50% 8 Consumer, Non-cyclical  1.74% 

4 Industrial  7.51%    

5 Energy  5.35%    

      

 

Top Ten Countries Top Issuers 

1 United Kingdom 30.16% 1 VEDANTA RESOURCES PLC 4.14% 

2 United States 17.27% 2 ANGLO AMERICAN CAPITAL 3.77% 

3 France  5.73% 3 MARKIT ITRX EUR XOVER 06/22 3.63% 

4 India  4.14% 4 TRANSOCEAN INC 3.60% 

5 Canada  3.27% 5 EI GROUP PLC 3.47% 

6 Luxembourg  3.04% 6 SPRINT CORP 2.95% 

7 Italy  2.52% 7 JAGUAR LAND ROVER AUTOMO 2.77% 

8 Finland  2.33% 8 SOLOCAL GROUP 2.75% 

9 Austria  1.75% 9 TELECOM ITALIA SPA 2.52% 

10 Belgium  1.42% 10 NOKIA OYJ 2.33% 

  Top 10 31.93% 

 Top 20 52.57% 

 Top 35 68.52% 

 Rest -7.85% 

 

Duration Portfolio Duration 

0 to 1 29.48% Modified Duration 0.24 

1 to 2 40.80%  Credit 0.01 

2 to 3 7.79%   Bonds 1.47 

3 to 4 15.33%   Sovereign Futures 0.00 

4 to 5 -4.36%   Corporate Derivatives -1.47 

5 to 6 -18.08%  Interest Rates 0.24 

8 to 9 0.00%   Bonds 0.24 

    Sovereign Futures  0.00 

    Corp Derivatives 0.00 

 

Yield Range Table Ratings 
Yield < 12 months to 

maturity 
12-24 months 

to maturity 
> 24 months to 

maturity 

0 to 4% 0.22% 0.48% 0.45% A 1.28% BB- 15.31% 

4 to 6% 0.00% 0.36% 1.15% BBB 2.97% B+ 20.20% 

6 to 8% 0.00% 0.00% 0.45% BBB- 3.72% B 18.43% 

8 to 10% 0.00% 0.00% 0.11% BB+ 17.56% B- 7.70% 

>10% 0.90% 0.17% -0.20% BB  3.41% NR 0.23% 

WAY (Weighted average yield):   +3.8%      
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Appendix I – Strategy performance graph and risk report since fund inception 
 

ACBF (subsequently ACBF UCITS)  vs. benchmarks 
 

 
 

Risk Report* 
 

Gross Summary Statistics 
Since Inception of the Fund: 15 May 2014 

ACBF UCITS 
Annualised 
Volatility 

+4.66% 

Downside 
Deviation* 

+3.24% 

Skewness -0.87 

Kurtosis 9.27 

Min 1D Return -1.99% 

Max 1D Return +1.75% 

Max Drawdown -14.78% 

 
  

  

  

  

  

  

  

 
  
  
  

 
 
 
 
 
 
 
 
 
 
 
 
*Using Gross Daily Performance Data 

 

  

Daily Returns 

 
Drawdown 

 

 

ACBF UCITS Strategy Histogram of Daily Returns Since Launch 

 

 

For any further information, please contact investorservices@altanawealth.com.  
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Disclaimer: This report is prepared by Altana Wealth Limited (“Altana”) , which is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United 
Kingdom (FRN: 532912). The Altana Corporate Bond Fund (“ACBF”) is managed by Altana Wealth Limited and is a Sub-Fund of Altana UCITS Funds Plc an 
investment company with variable capital incorporated with limited liability in Ireland with registered number 540012 and established as an umbrella fund with 
segregated liability between sub-funds pursuant to the European Communities (Undertakings for Collective Investment in Transferable Securities).collective 
investment in transferable securities under Directive 2009/62/EC. The Fund is a recognised scheme for the purposes of section 264 the Financial Services and 
Markets Act 2000 of the United Kingdom. Most of the protections provided by the United Kingdom regulatory system, and compensation under the United Kingdom 
Financial Services Compensation Scheme, will not be available. The contents of this factsheet are directed only at persons who would be defined as Professional 
Clients and Eligible Counterparty clients under the rules of the FCA rules. The services provided by Altana are only available to persons classified as Professional 
Clients and Eligible Counterparties (as defined in the FCA rules). As such, no reliance should be placed on anything contained in this factsheet by persons other than 
Professional Clients and Eligible Counterparty clients. In particular, persons who are Retail Clients (as defined in the FCA rules), should not act or rely upon the 
information provided in this factsheet and the services referred to herein will not be available to such persons. They are advised to contact their Financial Adviser. 
This factsheet is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local 
law or regulation. It is the responsibility of every person reading this factsheet to satisfy himself as to the full observance of the laws of any relevant country, including 
obtaining any government or other consent which may be required or observing any other formality which needs to be observed in that country. This document does 
not constitute an offer to sell, solicit or buy any investment product or service, and is not intended to be a final representation of the terms and conditions of any 
product or service. The investments mentioned in this document may not be suitable for all recipients and you should seek professional advice if you are in doubt. 
Clients should obtain legal/taxation advice suitable to their particular circumstances. This document may not be reproduced or disclosed (in whole or in part) to any 
other person without our prior written permission. Although information in this document has been obtained from sources believed to be reliable, Altana does not 
represent or warrant its accuracy, and such information may be incomplete or condensed. All estimates and opinions in this document constitute our judgment as of 
the date of the document and may be subject to change without notice. Altana will not be responsible for the consequences of reliance upon any opinion or statement 
contained herein, and expressly disclaims any liability, including incidental or consequential damages, arising from any errors or omissions. The value of investments 
and the income derived from them can fall as well as rise, and you may not get back the amount originally invested. Past performance is no indicator of future 
performance. Investment products may be subject to investment risks, including but not limited to, currency exchange and market risks, fluctuations in value, liquidity 
risk and, where applicable, possible loss of principal invested. The information contained in this document is merely a brief summary of key aspects of the Fund. More 
complete information on the Fund can be found in the prospectus or key investor information document. These documents constitute the sole binding basis for the 

purchase of Fund units. Issued by Altana Wealth May 2017. 
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