
           Altana Corporate Bond Fund UCITS 

                      Monthly Performance Report 

Share Class/ Bloomberg ID € / ALTCBAE ID $ / ALTCBOU ID £ / ALTCBCG ID 

July 2017 +0.58% +0.75% +0.68% 

YTD +2.16% +3.24% +2.73% 
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Portfolio Manager & Chief Investment Officer: Lee Robinson   Joint - Portfolio Manager: Philip Crate  

NAV (since inception): € 96.70                                                                             Fund AUM: € 31,645,769 

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  
July 2017  Annualised returns Volatility Sharpe Ratio 

Sortino 

Ratio 

  1M 3M YTD 1Y ITD 1Y ITD 1Y ITD 1Y 
ACBF Strategy 

(€ class) 0.58% 1.04% 2.16% 4.84% 1.83% 1.50% 4.55% 3.23 0.40 5.58 

HF Credit 
Index 0.76% 1.56% 3.16% 5.70% 1.65% 1.78% 2.49% 3.21 0.66 5.80 

BAML Global  
IG 0.66% 1.56% 3.65% 1.32% 3.59% 2.82% 2.99% 0.47 1.20 0.75 

 

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%  

 
 
 

+8.87% 

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% +0.88% -0.41% +0.58%      +2.16% 

*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 MTNLN 6.875 06/01/19 REGS +11 1 FCAIM 500 06/22 6SA -7 

2 VEDLN 6.375 07/30/22 REGS +7 2 ITRX 100 06/22 77A -4 

3 MAXDIY 6.125 07/15/22 REGS +5 3 NXTLN 100 06/22 3KA -3 

4 IPDEBV 4.5 07/15/22 REGS +4 4 ITRX 100 06/22 6SB -3 

5 BOPRLN 5.25 07/15/19 REGS +4 5 FTR 9.25 07/01/21 -2 
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Portfolio Activity & Outlook 

Performance Review 

Most risk assets performed strongly in July as various market volatility measures trended lower over the past 
month to touch new all-time lows.  We are pleased to report that the Altana Corporate Bond Fund (“ACBF”) 
returned to winning ways last month with € share class posting a net return of +58bps (+75bps and +68bps for 
the USD$ and GBP share classes, respectively).  This takes the fund’s YTD net return to +2.16% (+3.24% and 

+2.73% for the USD$ and GBP share classes).   The fund’s YTD return compares very favourably with our UCITs peers 
(average YTD net return of +1.1 %*) and we continue to run on a lower volatility level compared to our peers and that for 
the broader BAML Global Investment Grade index.  We remain on target for a similar return in 2017 as the award 
winning 2016 performance:  ACBF Sharpe ratio of 3.2 on a one-year look back basis according to Bloomberg 
data.   

Last month EUR and GBP investment grade credit (“IG”) posted positive total returns and recouped some of the losses 
suffered in the government bond sell-off that followed Draghi's speech at Sintra. EUR IG saw broader spread tightening 
across sectors and rating bands that helped drive returns, while most of the moves tighter in GBP IG were concentrated 
in financials as non-financials mostly held steady on the month.  In fact EUR IG spreads tightened the most since July 
last year supported by a combination of strong inflows in to IG funds, relatively low levels of supply and central bankers’ 
reluctance to build on the hawkish “Sintra shift”.  The technical balance in credit still feels strong too:  EUR IG credit in 
particular continues to benefit from inflows and as well as the ECB’s CSPP programme.  Though HY spreads tightened 
on aggregate too, performance here was more mixed due to a combination of fund outflows, a relatively heavier supply 
calendar and episodes of idiosyncratic weakness.  The strength in EUR credit spreads in July stood in contrast to the 
weakness in European equities, with the Stoxx 600 down 0.3% on the month, notwithstanding a broadly positive 
earnings season.  This weakness was largely driven by the surging euro, which led analysts to revise down future 
earnings expectations:  though the balance of revisions towards the end of the month was less negative than it was in 
the early part of July. 
 
Fig.1: iTraxx Main vs Stoxx 600    Fig.2: European earnings revisions, % 

 
Source: Citi Research, Markit, Bloomberg 

*Data supplied by Exane Derivatives up to July 31
st
 2017 

Over in government bond markets the short end of the Bund and Gilt markets saw yields pull back following last month's 
sell-off but yields at the long end continued to drift higher.  Gilts still posted positive returns on the month while Bunds 
saw marginal losses (driven primarily by the long end).  OATs and BTPs however saw yields fall across maturity buckets 
to drive positive performance across the board.  US IG and HY posted similar returns to European credit in local 
currency terms, but lagged when taking account of USD weakness.  Meanwhile, Treasuries were broadly flat on the 
month matching the average return for European government bonds in local currency terms, but again underperformed 
when taking account of USD weakness that propelled other assets.  USD weakness was triggered by a combination of 
signs of vulnerability in the Trump administration’s policy agenda, as highlighted by the continued failure to pass 
healthcare reform legislation and by a mildly dovish tone to the FOMC statement on the 26

th
 July, which followed 

disappointing US inflation data earlier in the month. 

Market Outlook 

We remain constructive near term despite seemingly stretched valuations for most segments of the credit market across 
high grade and high yield.  In the table below (Figure.3), we show where credit spreads currently trade relative to their 
own histories across ratings and currencies:  11 of the 21 analysed indices are currently trading in their tightest quartile.  
Similar to the ECB, the Fed guided the market towards an autumn rendezvous for the next step in policy normalisation.  
A mentioned above the slightly more dovish description of US inflation was enough to help weaken the USD versus 
most other currencies, including the EUR.  We note that the shift in language was mostly a case of the Fed catching up 
with recent data, and we remain of the opinion that balance sheet normalisation will begin in October, with a third hike in 
the policy rate in December.  This would be a considerably faster pace of tightening than we are currently expecting 
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from the ECB; nevertheless, EURUSD has risen to a 30 month high.  It is too soon for FX effects to show up in earnings 
though analysts have trimmed their forecasts, and we note that IG spreads are generally insensitive to FX moves, but 
they have already been a headwind to equity performance, allowing credit to outperform in recent weeks.  
 
Fig: 3:  Current Spread Percentiles:  Most Credit Segments Appear “Expensive” 

 
Source Deutsche Bank, Markit Group 

  
Moving in to the traditionally quiet period of August, the deferral of any central bank news until September, or at least 
until Jackson Hole in late August, should allow the market to get comfortable with carry trades for the next 4-6 weeks. 
We do not view this as complacency, but a reflection of the reality that realised volatility remains extremely low across 
financial markets. With VIX trading below 10 for a record 11 consecutive sessions, and marking a new all-time low, the 
opportunity cost of being underweight is high and, as we have argued in our previous newsletters, valuations reflect the 
absence of vol. Furthermore, given the ease with which markets climbed the wall of worry in H1, participants may 
become averse to paying up to hedge diffuse market risks. That said, rising volumes in CDS options suggest that this is 
not a uniform view and many investors are still actively hedging their risk.  We believe that it is prudent to retain a macro 
hedge for our portfolio, particularly over the summer lull when volatility can spike higher because of illiquid markets.  In 
this regard, while we have reduced the overall size of our macro hedge as a percentage of the portfolio, its composition 
has shifted and should provide the portfolio with more effective protection against a spike in volatility: we have replaced 
our short risk position on the European Financial Senior index CDS contract with a smaller nominal short on the higher 
beta European Financials Subordinated index CDS contract.  The latter should outperform the senior fins contract if vol 
spikes but will have a similar cost of negative carry for the hedge if benign market conditions continue and spreads 
remain unchanged.     
     
Having said this, we continue to like the “smart carry” approach to credit, and we continue to focus on name selection 
and relative value in the secondary market.  We believe that the portfolio is well positioned to take advantage of a (likely) 
further month of credit spread compression.  In the chart below we have reproduced Deutsche Bank’s simple model 
looking at where rates, equity and FX implied volatility suggest where European high yield credit spreads should be.  
The main takeaway here is that despite seeing spreads tighten and a slight shift higher in volatility in the past few days 
DB’s volatility implied spread series suggests that HY credit spreads could be even tighter – their model suggests that 
BB and single B rated credit spreads could be 20bps and 10bps tighter respectively to be in line with volatility.   
Admittedly the volatility implied spread series compiled by DB seems a lot more volatile than actual spread levels.  As 
recently as mid-July it was suggesting that spreads should be as much as 60-80bps tighter.  Therefore, we are mindful 
of over interpreting their model but the results does at least provide us with evidence that credit spreads are merely 
reflecting the very benign environment that we are currently operating in. 
 
In a world where investors are increasingly looking for the drivers of a sell-off the very near term direction of travel could 
be tighter, in our opinion.  As September approaches and we get more news flow around potential central bank actions 
in both Europe and the US we could see higher rate volatility that may eventually weigh on credit spreads.  For now 
however we continue to believe that the carry trade will prevail.  However, we believe that the portfolio’s short duration 
bias and conservative macro hedging strategy leave us well placed to outperform should credit spreads widen during 
the traditionally quiet (and illiquid) month of August.  We expect to dial down risk going in to September and will likely 
reduce our higher beta exposure for those bonds with duration over 3 years.  We also intend to review the size of our 
macro hedge in preparation for potentially weaker risk markets in the autumn.  Regarding rate risk, we would 
welcome higher rates to roll our maturing credits over the next 12 months in to higher yielding opportunities.  
It’s also worth highlighting that, other things being equal, it would require a surge in 1-2 year yields beyond 4% 
before the fund would generate a negative return.  We think that such a spike in rates is very unlikely over the 
foreseeable future. 
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Fig.4:  EUR BB and B Non-Financial Spreads vs. Volatility Implied Spreads (BPS) 

 
Source Deutsche Bank, Markit Group 

  

Fund Developments 
 

We are pleased to report a further inflow in to ACBF in July after the previous month’s record inflow:    this demonstrates 
that new and existing investors have confidence in our strategy.  With returns on target for a similar return in 2017 as the 
award winning 2016 performance we are confident that the fund will continue to grow its AUM over the remainder of this 
year.     
 

Performance Contribution 
 

The performance of the fund was well balanced across the portfolio with only one credit making a +/- bps double digit 
contribution (Matalan:  +11bps).  The detractors mostly comprised short risk positions in credit default swaps (“CDS”); 
the negative contribution is not surprising given the broader market strength seen in July.   MTNLN 6.875% June 2019 
(“Matalan”) was the star performer for the month contributing +11bps to portfolio performance.  Readers of last month’s 
newsletter will know that we are not great fans of UK retail bonds following the underperformance of our previous 
holding in New Look.  However, our investment in Matalan is premised on the expectation that the company will 
refinance its 2019 bonds later this year.  In contrast to New Look, Matalan has a viable refinancing story as 
demonstrated by a solid set of Q1 results published at the beginning of July.  These showed positive LFL sales growth, 
robust margins and a reduction in leverage (senior secured leverage improved sequentially to 3.2x in Q1 from 3.4x in 
Q4).  The recent refinancing undertaken by Dutch retailer HEMA, strengthens our opinion that Matalan should be able to 
undertake a refinancing in late Q3/early Q4. VEDLN 6.375% July 2022 (“Vedanta”) is another notable positive 
contributor to performance.  The Vedanta credit curve benefited from the company’s announcement of a tender offer for 
its remaining 2019 and all of its 2021 notes.  We (and the market) view this positively as a successful tender will extend 
the company’s maturity profile and remove near term maturity hurdles.    
 
Now let’s turn to the notable negative performers in July.  FCAIM 500 06/22 (“FIAT”) represents a negative contribution 

of -7bps.  However, offsetting this was a +3bps gain on our long risk position in Crossover CDS that we have paired with 
the short risk position in Fiat, hence the net negative contribution falls to -4bps.  We have previously explained our 

thesis for this position that is based on the significant headline risk Fiat faces with US litigation related to diesel 
emissions issues.  The company is also exposed to a slowdown in US auto sales.  Fiat’s Q2 results showed 
disappointing top-line trends (essentially flat YoY) missing consensus expectations, driven by lower shipments globally 
(-1%) as NAFTA revenues fell 8%, though this was offset by stronger EMEA and APAC top-line.  We believe that 
current CDS levels (+235bps, the tightest level seen since August 2015) fail to reflect the headline and operational risks 
(specifically its US exposure) the company faces and we are comfortable being short the credit.  As mentioned in 
previous newsletters we are becoming increasingly cautious towards US auto sector on the basis that we have passed 
peak US auto sales and because of a weakening in second hand auto values.  In this environment, the US auto rental 
sector appears particularly vulnerable to us.  We are currently studying short risk CDS opportunities in this sector.  We 
believe that the risks for creditors is escalating as recently demonstrated by Hertz’s last minute decision to rescind its 
conditional call notice for its 2019 notes on July 29th. 
 
The final detractor (s) worth highlighting is ITRX 100 06/22 77A and ITRX 100 06/22 6SB (European Financial 
Subordinated CDS Index) that together represents a negative contribution of -7bps.  In the market outlook section 

above we highlighted that we replaced our Senior Fins hedge with Sub Fins because we wanted a more effective hedge 
in place to mitigate the impact of any near term spike in vol.  This short risk position in Fins Sub index was a minor drag 
to July’s performance given the broader tightening seen for credit spreads last month.  However, we believe that this 
index short provides us with a cost effective macro hedge for any potential near term spike in vol.    
      
We thank our investors for their continued support and wish everyone a pleasant summer break. 
 
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 

+1.62% 

Downside 
Deviation* 

+1.31% 

Skewness -0.41 

Kurtosis 3.71 

Min 1D Return -0.44% 

Max 1D Return +0.45% 

Max Drawdown -1.20% 

Sharpe Ratio 2.83 

July 2017 
Annualised 
Volatility 

+1.09% 

Skewness -1.04 

Kurtosis 2.41 

Min 1D Return -0.17% 

Max 1D Return 0.15% 

Max Drawdown -0.29% 

Sharpe Ratio ** 1.70 

Correlation with S&P 500: 
1 Month +0.31 

3 Month +0.21 

All +0.24 

 
 
 

 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 8,524  11.2% 

Communications 12,824  16.1% 

Consumer, Cyclical 2,384  3.4% 

Consumer, Non-cyclical 3,471  6.4% 

Energy 3,137  2.6% 

Financial 3,404  0.8% 

Industrial 9,006  5.5% 

Total  7,778  46.0% 
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Portfolio Overview 
 

Sector Exposure 

1 Communications  19.17% 6 Financial  5.93% 

2 Basic Materials  12.79% 7 Energy  3.29% 

3 Consumer, Cyclical  12.17% 8 Utilities  2.12% 

4 Industrial  9.71% 9 Technology 1.55% 

5 Consumer, Non-cyclical  8.94% 10 Government 0.00% 

      

 

Top Ten Countries Top Issuers 

1 United Kingdom 32.92% 1 MARKIT ITRX EUROPE 06/22 6.99% 

2 United States 14.87% 2 MARKIT ITRX EUR XOVER 06/22 4.56% 

3 France 6.46% 3 MATALAN FINANCE PLC 4.02% 

4 ITRX 5.47% 4 SOLOCAL GROUP 3.87% 

5 Netherlands 4.48% 5 CRYSTAL ALMOND SARL 3.01% 

6 Italy  3.17% 6 ANGLO AMERICAN CAPITAL 2.97% 

7 Greece  3.01% 7 FRONTIER COMMUNICATIONS 2.94% 

8 India 2.76% 8 JAGUAR LAND ROVER AUTOMO 2.79% 

9 Mexico 1.89% 9 VEDANTA RESOURCES PLC 2.76% 

10 Zambia 1.82% 10 SPRINT CORP 2.66% 

  Top 10 36.57% 

 Top 20 57.42% 

 Top 35 73.64% 

 Rest 7.52% 

 

Duration Portfolio Duration 

0 to 1 37.36% Modified Duration 1.13 

1 to 2 26.17%  Credit 0.86 

2 to 3 5.96%   Bonds 1.45 

3 to 4 22.14%   Sovereign Futures 0.00 

4 to 5 -12.35%   Corporate Derivatives -0.59 

5 to 6 7.40%  Interest Rates 0.27 

    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% 0.35% 0.32% 0.32% BBB 0.00% B+ 15.91% 

4 to 6% 0.04% 0.37% 0.85% BBB- 2.08% B 38.02% 

6 to 8% 0.00% 0.00% 1.03% BB+ 10.87% B- 16.15% 

8 to 10% 0.00% 0.33% 0.17% BB 1.87% NR 0.18% 

>10% 0.25% 0.19% 0.02% BB- 10.04% CCC 0.00% 

WAY (Weighted average yield):   +4.1%      
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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 

+4.55% 

Downside 
Deviation* 

+3.16% 

Skewness -0.84 

Kurtosis 8.63 

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 August 2017. 
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