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

NAV (since inception): 94.66€                                                                               Fund AUM: €28,376,591 

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  
Dec 2016  Annualised returns Volatility Sharpe Ratio 

Sortino 
Ratio 

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

ACBF Strategy 

(€ class) 0.93% 2.70% 5.65% 5.65% 1.57% 1.66% 4.84% 3.40 0.32 5.56 

BAML Global IG 0.62% -2.41% 5.68% 5.68% 3.22% 2.97% 3.04% 1.91 1.06 3.22 

BAML Global HY 1.85% 1.62% 15.89% 15.89% 5.23% 4.41% 3.45% 3.60 1.52 5.76 

 

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%  

 
 

+6.57% 

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%* 

*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 BBDBCN 8.75 12/01/21 144A 14 1 ITRX 100 12/21 -6 

2 TCGLN 6.25 06/15/22 REGS 11 2 SOLSM 500 09/20 24A -4 

3 CLF 8 09/30/20 144A 9 3 ITRX 100 12/21 B9A -3 

4 S 7.25 09/15/21 7 4 NXTLN 100 12/21 9LA -1 

5 NYRBB 8.5 09/15/19 REGS 6 5 MRWLN 100 12/21 -1 
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Portfolio Activity & Outlook 
 
A very Happy New Year to all our investors and a warm welcome to 2017.  It is a pleasure to report that the Altana 
UCITS Corporate Bond Fund (“ACBF”) finished the year on a high note and generated a positive total net return of 
93bps in December taking the net return for Q42016 to +2.68%:  we believe this compares very favourably with the Q4 

performance for the BofA Merrill Lynch (“BAML”) Global High Grade Index (-2.4%) and its Global High Yield counterpart 
(+1.62%).  ACBF’s net return for 2016 of +5.65% in Euro class and 6.97% in the $ class is comparable to BAML’s 

Global IG index return for 2016 (+5.68%), but this was achieved with an appreciably lower volatility profile* (1.66% 
versus 2.97%).  ACBF’s 2016 net performance also compares favourably with our peer group within the UCITS Absolute 
Return Credit Strategy category.  According to the latest data compiled by Exane Derivatives the average return in 
2016 for European UCITs Absolute Return Credit Funds was 1.2%.  Finally, ACBF finished the year with an enviable 
Sharpe ratio of 3.4:  this compares very well versus the Sharpe ratios for the longer duration BAML HG (1.9) and HY 

indices (3.6), and is comfortably ahead of our peer group.  
   
Figure 1: Total Return Performance of Major Global Financial Assets in 2016 (local currency) 

 

 
Source: Deutsche Bank, Bloomberg Finance LP, Mark-it Group  

 
Market Commentary 
 

It would probably be an understatement to say that 2016 has been - more than ever - a year in which we’ve all had to 
put our political analyst hats on. Trump and Brexit were the obvious headline events which characterised 2016 but that’s 
not to say that Central Banks haven’t been busy too with the Fed, BoJ, ECB and BoE all keeping us busy and laying the 
platform to what we think will be a volatile year ahead for interest rates.   
 
Last month was one of the busier Decembers that we can remember with both key central bank meetings and important 
political events scattered throughout.  Indeed while the second Fed rate hike since the financial crisis was little surprise, 
the overall hawkish elements from the statement and the expectation dots were less so while the clever ECB tapering 
announcement also kept bond markets on their toes. Meanwhile markets passed the Italian referendum test although 
headlines concerning the Italian banking sector were a big theme.  Furthermore, the Austrian election went against the 
recent populist vote while finally the debate over recent Trump appointments and his policy intentions rumbled on. 
 
Overall it was a fairly strong month for risk assets, with equity markets enjoying a strong finish to the year.  In fact of the 
top 15 performing risk assets in December in USD total return terms, 11 were equity markets including the top 2 with 
Italy’s FTSE MIB (+13%) coming out on top and Russia’s Micex (+11%) in second place.  Despite the Senate reform 
referendum being rejected in Italy the reality was that the result was largely priced while European Banks (+7%) also 
ended the year on a high along with the IBEX (+7%), Stoxx 600 (+5%), FTSE 100 (+4%) and S&P 500 (+2%).  Oil also 
had a decent month with WTI (+9%) and Brent (+8%) finishing in third and fourth place respectively following the OPEC 
agreement at the end of November.   
 
Meanwhile rates and credit finished in a slightly tighter range. The selloff which haunted sovereign bond markets 
through October and November did end up moderating in December with Bunds, Treasuries, Gilts and BTP’s anywhere 
from 0% to +1% for the month with the latter outperforming.  Credit markets for the most part reflected that with US and 
EUR investment grade Corps and Financials also finishing 0% to +1% although US high yield (+2%) and European high 
yield (+1%) did outperform.  As mentioned previously, ACBF also performed strongly in December outperforming Global 
IG and matching the stellar performance of European HY credit.  Performance contribution was mainly generated from 
our investment in event driven credit (e.g. a Bombardier and Thomas Cook refinancing and further outperformance from 
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the likes of Cliffs and Sprint), rather than from a pure beta play on a general tightening in credit spreads into year end.   
Again, we think this highlights the alpha and extra layer of risk control we generate for our investors.   
 
Outlook 
 

We believe that 2017 will be a volatile and unpredictable year in the face of so many political events (elections in 
Holland, France, Germany and possible elections in the UK and Italy) and possible central bank surprises (FED hiking 
more than twice/the ECB possibly signalling a taper in H2).  Having said that, we still expect that the BOJ, ECB and BoE 
will continue with their highly accommodative monetary policies for the time being:  European credit will continue to find 
support from the ECB’s corporate sector purchase programme (“CSPP”), while the BoE may ramp-up its own asset 
purchase programme (possibly including an increase it is current corporate bond purchase scheme) in H216 given the 
expectation of a worsening outlook for the UK economy in the second half of 2017.   In recent months, it has become 
clear that the global growth momentum has picked up modestly, with the US election result triggering a reassessment of 
the US and to some extent the global macro outlook.  The latest round of PMIs provides support for global growth 
expectations, in our opinion. We view this as being generally supportive for credit as the default rate should remain 
anchored towards the lower end of his recent historic range – the European HY default rate is expected to stay below 
2% in 2017.  However, political risks in Europe remain and this could easily dent confidence with a negative knock on 
effect for economic growth in the region.  Likewise, if the incoming Trump administration follows through on Mr Trump’s 
pre-election promise to impose punitive duties on US imports this is likely to have negative consequences for the global 
economy.  Politics will certainly keep investors on their toes in 2017.  It would not surprise us to see markets 
overcompensate for last year’s misreading of political events by factoring in higher probabilities of tail events.   
 
Fig2:  Major Global Political Event Timelines 

 
 
Source:  Source: Haver Analytics, Citi bank 

 
We expect government bond yields to edge wider over the course of the year (scope for European rates to 
underperform US Treasuries) on the back of a feared pick-up in inflationary pressures.  In the US Trump’s fiscal 

expansion plans could put further upward pressure on US rates.  Recent Eurozone CPI data has highlighted that some 
inflationary pressures are starting to emerge, although this could prove to be transitory.  Additionally, the feared 
withdrawal of extraordinary monetary policies by the likes of the ECB is also likely to take its toll on the rates market.  At 
this stage we believe that such fears are possibly overdone: we believe that the ECB is likely to retain a dovish taper 
given the difficult political and banking backdrop facing the region; whilst it remains to be seen how much slack the US 
Congress will give to the incoming Trump administration to cut taxes and increase spending to the degree expected. 
However, the perception that inflation and CB tapering are on their way will likely lead to further rates volatility once 
again.   
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Fig3: US Inflationary Expectations Rising Post Trump Victory 

 
 
Source: Haver Analytics, Citi bank 

 
A further widening for rates will, other things being equal, push IG, and to a lesser extent, HY credit spreads wider over 
the course of the year.  Indeed, without the rates “kicker” IG may well struggle to generate a positive return in 2017 if 
credit spreads move wider given the low carry for IG bonds (especially true for € IG credit).  The outlook for HY credit is 
perhaps a little brighter given higher break even yields courtesy of higher coupons.  [For example, US HY would still 
generate a positive total return even if the US Treasury curve widened by c.200bps.  An unlikely widening scenario, in 
our opinion.]   Moreover, credit spreads should be supported by the expectation of the continuation of low default rates 
given the positive global growth backdrop, in our view.  For choice, we prefer HY and crossover credit to IG (greater 
sensitivity of IG to rate moves) and US HY over European HY given how far US rates have already moved relative to 
Europe, and a more positive outlook for US economic growth.  We remain cautious towards emerging markets and will 
continue to avoid this asset class for now. We our mindful of the general deterioration in credit metrics for HY credit, 
particularly at the lower end of the ratings spectrum.  For example European HY issuers’ credit leverage ratios are fast 
hitting 2007 levels, whilst declining interest coverage ratios are not far above the 2007 lows.  There is dispersion with 
some companies showing improving credit trends.  Our investments will be focused on buying into those improving 
credit stories and avoiding those highly levered corporates that can’t generate the necessary cash flow to reduce debt 
and improve their coverage ratios.  
 
Most HY strategists believe that HY will struggle to match the stellar returns achieved in 2016.  Indeed, one European 
bank has indicated that it expects European High yield to return just 0.5% this year!  We also believe that the outlook for 
HY will be tough given tight valuations, credit dispersion, and likely increased rates volatility.  However, we believe that 
the opportunity set for smaller funds like ACBF has increased.  Last year, we demonstrated that we created alpha by 
careful selection of improving credit stories rather than just buying long duration credit in primary markets.  We believe 
that our credit skills will equip us well to take advantage of the expected pick up in volatility in the year ahead and the 
discounts and premiums often offered in the secondary markets.  To this end, we have already taken advantage of the 
strong start to the year to monetise gains on some of our positions to further build our cash balances.  Some of this cash 
has been redeployed in to short-dated USD IG and crossover credits (under 2-years) on relatively attractive yields 
versus that available for comparable maturity European BB credit – the latter is generally call constrained and trading at 
or close to negative yields.  We have also taken the opportunity to increase our exposure to some short-dated special 
situation credits where we expect a near term positive catalyst.  We have the cash to deploy for other suitable 
investment opportunities in secondary and primary situations when it arises, but given current tight valuations we are 
keeping our powder dry for now.  
 
Now let’s turn to the notable “winners” and “losers” for the month.  Bombardier 8.75% December 2021 was one of the 

standouts for December contributing +14bps to performance.  Last month, we wrote about this new issue that 
refinanced the company’s $1.4bn of bonds due in 2018, leaving it with a more manageable refinancing requirement of 
$600mn and $850mn in 2019 and 2020, respectively.  At the time we commented that we thought that this new USD 
issue was priced very attractively versus its comparable 5-year € notes.  The bonds have subsequently performed very 
well and now trade c.8 points about the new issue re-offer price.  We believe that at 7% the 2021 bonds still offer 
reasonable value given the company’s strong liquidity position ($4.4bn of available liquidity as of Q3, 2016) and 
improved earnings outlook. In this regard, we noted positively the company’s recently improved EBIT guidance for 
FY2017 to $530mn-$630mn (from $350m-$400mn estimate for 2016) and resulting lower cash burn expectation of 
$750m-$1.1bn ($400mn improvement on previous guidance) for the year ahead.  We also anticipate further positive 
headlines over the course of the year regarding additional “mega deals” for the C-Series in early 2017 and possible 
Canadian Federal investment.  Another new issue making a positive contribution to performance was Thomas Cook 
6.25% June 2022 (+11bps). Proceeds from TC’s new bond issue were used to refinance the company’s 2017 and 2020 

notes – we were previously holders of the shorter dated bonds. We felt that the new issue was attractively priced to the 
TC curve and that the company’s senior management had impressed us during the roadshow for the new issue. 
Specifically, management stressed the importance of free cash generation and debt reduction.  However, we decided to 
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monetise gains on our TC holding in early January following its strong performance since new issue (+6 points).  Cliffs 
Natural Resources 8% September 2020 made another notable contribution to ACBF’s performance (+9bps).  We 
believe that these particular notes offer the best value in the company’s capital structure given their high asset backing 
(the 1.5 lien notes represent a small part of the company’s capital structure) and relatively attractive yield versus the 
company’s first lien and unsecured notes.  Cliffs, along with the other miners, benefited from the continued improvement 
in sentiment towards the sector following Trump’s election victory, which is expected to lead to increased infrastructure 
spend (and hence demand for base commodities used for steel production) in 2017 and 2018.   Sprint 7.25% 
September 2021 was another notable performer for the month (+7bps).  We have been positive on the Sprint 

turnaround story for some time now and bonds performed strongly last year.  However, we believe that this is potentially 
more to come for Sprint bondholders in the year ahead.  Firstly, we believe that the coming quarters will show a further 
improvement in the company’s KPIs; specifically we expect the company to report strong growth in post-paid 
subscribers and to report a further improvement in cash flow generation.  Secondly, the possibility of consolidation in the 
US wireless sector has increased following Trump’s victory, with the new administration expected to take a more merger 
friendly attitude towards the sector.  In this regard, speculation is growing that Sprint and T-Mobile might be involved a 
credit friendly merger.  We believe that the merger of the 3

rd
 (T-Mobile) and 4

th
 largest wireless operators would create a 

more credible competitor for AT&T and Verizon.   Nyrstar 8.5% September 2019 was another beneficiary of improved 
sentiment towards the mining sector (+6bps).  News flow was in fact mixed over the month with the company reporting 
the surprise early departure of is CEO, while on the positive side it confirmed more small asset disposals and further 
hedging activity to lock-in current high zinc prices.  The market chose instead to focus more on the positive news flow 
and took the view that the new CEO had the necessary gravitas and experience to continue his predecessor’s 
successful restructuring plan.  
  
The negative side of the ledger is made up almost entirely from short risk positions in the senior bank financial index and 
individual credit default swaps. Unsurprising our shorts made a negative contribution (combined -15bps) given the rally 
in credit in December.  We remain of the view that it is prudent to hold a macro hedge against European bank credit 
given the continued uncertainty overhanging the Italian banking sector following the failed private sector recapitalisation 
of Monte dei Paschi.  With regard to our individual short CDS positions, Next Plc’s recent trading update (4

th
 January) 

highlighted the major challenges faced by the non-food UK retail sector.  Next reported weaker than expected sales 
(Next brand full price sales declined by 0.4% versus consensus of +2.2%) and narrowed down its mid-point PBT 
guidance to £792mn (previous range was £785mn to £825mn).  Management provided a very cautious outlook for 2017 
citing the negative impact from £ devaluation led price increases and the general spending squeeze on the consumer as 
inflation erodes earnings.  The market responded negatively to the update and CDS spreads widened, benefiting our 
short risk position in Next.  We remain negative on the name and expect further spread widening over the course of this 
year.      
 
We invite you to come on-board for a promising journey. Have a great start of the year. 
 
*Based on 12 month performance data for 2016. 

 
Written by Lee Robinson & Philip Crate  
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Risk Report* (since management restructuring)   

 

Gross Summary Statistics 
Since management restructuring: Jan 2015 

ACBF UCITS 
Annualised 
Volatility 

+1.67% 

Downside 
Deviation* 

+1.41% 

Skewness -0.69 

Kurtosis 4.01 

Min 1D Return -0.44% 

Max 1D Return +0.38% 

Max Drawdown -1.20% 

Sharpe Ratio 3.26 

December 2016 
Annualised 
Volatility 

+0.72% 

Skewness -0.32 

Kurtosis -0.21 

Min 1D Return -0.06% 

Max 1D Return 0.12% 

Max Drawdown -0.06% 

Sharpe Ratio ** 4.41 

Correlation with S&P 500: 
1 Month +0.31 

3 Month +0.18 

All +0.24 

 
 
 

 Daily Returns 

 
Drawdown 

 

ACBF UCITS Strategy Histogram of Daily Returns Since Launch 

 

 

 

*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 
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Portfolio Overview 
 

Sector Exposure 

1 Communications  20.37% 6 Consumer, Non-cyclical  2.32% 

2 Basic Materials  15.73% 7 Energy  2.03% 

3 Consumer, Cyclical 9.66% 8 Utilities 0.00% 

4 Financial  9.16% 9 SNRFIN  -10.99% 

5 Industrial  5.97%    

      

 

Top Ten Countries Top Issuers 

1 United Kingdom 24.70% 1 CLIFFS NATURAL RESOURCES 4.32% 

2 United States 19.72% 2 CO-OPERATIVE BANK PLC 4.14% 

3 Italy  5.34% 3 VEDANTA RESOURCES PLC 3.75% 

4 France  4.01% 4 SPRINT SPECTRUM / SPEC I 3.54% 

5 Canada  3.87% 5 JAGUAR LAND ROVER AUTOMO 2.91% 

6 India 3.75% 6 WIND ACQUISITION FIN SA 2.33% 

7 Luxembourg 2.14% 7 PREMIER FOODS FINANCE 2.28% 

8 Netherlands 2.05% 8 SABLE INTL FINANCE LTD 2.24% 

9 Finland 1.26% 9 FREEPORT-MCMORAN INC 2.21% 

10 Brazil 0.10% 10 HEATHROW FUNDING LTD 2.15% 

  Top 10 29.87% 

 Top 20 50.10% 

 Top 35 66.20% 

 Rest -11.95% 

 

Duration Portfolio Duration 

0 to 1 41.17% Modified Duration 0.30 

1 to 2 26.01%  Credit 0.03 

2 to 3 14.44%   Bonds 1.47 

3 to 4 13.89%   Sovereign Futures 0.00 

4 to 5 -23.19%   Corporate Derivatives -1.43 

5 to 6 -3.66%  Interest Rates 0.27 

14 to 15 1.75%   Bonds 0.27 

    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% 0.21% 0.35% A 1.28% B+ 11.91% 

4 to 6% 0.05% 0.17% 0.99% BBB 8.12% B 27.56% 

6 to 8% 0.00% 0.09% 1.03% BBB- 6.34% B- 9.48% 

8 to 10% 0.00% 0.00% 0.00% BB+ 6.69% CCC- 0.07% 

>10% 0.69% 0.00% -0.06% BB 1.66% C 0.41% 

WAY (Weighted average yield):   +3.6% BB- 10.96% NR 0.18%  
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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 

+5.50% 

Downside 
Deviation* 

+5.08% 

Skewness -0.75 

Kurtosis 6.84 

Min 1D Return -1.99% 

Max 1D Return +1.75% 

Max Drawdown -14.78% 

 
  

  

  

  

  

  

  

 
  
  
  

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

 Daily Returns 

  
Drawdown 

  
ACBF UCITS Strategy Histogram of Daily Returns Since Launch 
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For any further information, please contact investorservices@altanawealth.com.  
 
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 January 2017. 
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