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

NAV (since inception): € 96.14                                                                             Fund AUM: € 31,735,691 

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  
June 2017  Annualised returns Volatility Sharpe Ratio 

Sortino 

Ratio 

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

ACBF Strategy 

(€ class) -0.41% 1.34% 1.56% 6.34% 1.73% 1.52% 4.59% 4.17 0.38 7.54 

HF Credit 
Index 0.60% 1.47% 2.48% 6.66% 1.53% 1.78% 2.50% 3.73 0.61 6.93 

BAML Global  
IG -0.06% 1.81% 2.97% 1.96% 3.51% 2.91% 3.00% 0.68 1.17 1.12 

 

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%  

 
 
 

+8.23% 

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%       +1.56% 

*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 RIG 6.5 11/15/20 +6 1 NEWLOK 6.5 07/01/22 REGS -17 

2 RBIAV 0 PERP +5 2 ITRX 100 06/22 3KA -7 

3 LOCLFP 0 03/15/22 +4 3 OCDOLN 4 06/15/24 REGS -6 

4 MANTEN 9 06/15/22 REGS +4 4 TRVLEX 8 05/15/22 REGS -4 

5 NXTLN 100 06/22 3KA +3 5 S 7.25 09/15/21 -4 
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Portfolio Activity & Outlook 
 
Performance Review 
 
The first half of 2017 has been an overall positive half year for risk assets, as it has been for the Altana UCITs 
Corporate Bond Fund (ACBF):  YTD net returns for €, USD, and GBP share classes: +1.56%, +2.47% and +2.03%, 

respectively.  In summary, equity markets have led the way with 9 out of the top 10 positions for best performing risk 
assets, with the Greek Athex the standout performer (YTD +21% in local currency terms), while developed equity 
markets are up between 7-10%.  For government bonds total return sits in the +2% to -1% range in local currency terms, 
with Gilts and Treasuries outperforming, while Bunds have lagged (YTD: -0.8%) and widened out close to their peak of 
the post US election range.  It’s worth highlighting that the 10y Treasury-Bund spread is at the tightest (182bps) 
since Trump was elected.   It went as wide as 236bps at one stage (the widest since 1989). That narrowing probably 

also says something about the disappointment in the lack of progress on Trump’s proposed reforms including the lack of 
support for the healthcare bill and tax reform.  Meanwhile for credit, YTD total returns for European indices are +1% to 
+4%, while returns for US credit are +3% to +6%.  European UCITS Absolute Return Credit Funds’ YTD performance 
has been relatively lacklustre by comparison with the broader long only indices with reporting firms showing an average 
net return of +50bps according to data supplied by Exane Derivatives.  ACBF comfortably outperformed its peers and 
continued to maintain a very low volatility profile (Standard deviation 1.5%) and hence has outperformed its peers and 
the broader credit benchmarks on a risk adjusted basis:  ACBF Sharpe Ratio: 4.2 versus 3.7 and 0.7 for the Hedge 
Fund Credit Index and the BAML Global Investment Grade Index, respectively, on a one-year look back basis. 
 
In terms of the month of June itself, it has been a mixed one for risk assets.  Markets have had a few themes to contend 
with. The first is the underperformance of Sterling assets in the wake of a surprise UK election result. The second was 
the sharp decline in the price of Oil and the third was the big spike in volatility – particularly for rates - in the last week of 
the month following a chorus of hawkish central bank speak.  European sovereign bonds finished the month firmly on 
the back foot with yields hitting fresh multi-month highs in the last week of June – the rout has continued into the first 
week of July with Bund yields widening out to their highest since January 2016.  While EUR credit was weaker in 
response to the pick-up in rate volatility and higher benchmark yields, nonetheless credit still outperformed equities with 
the Stoxx600 down 2.5% in June.  It stands to reason that equities have borne the brunt of an appreciating EUR and, 
more recently, negative earnings revisions (albeit from a high base), yet the disparity between the relative performance 
of credit versus equities in recent weeks remains striking (see Fig.1, below). 

Fig.1 iTraxx Main vStoxx600                                      Fig.2 European Earnings Revisions, % 

Source: Citi Research 

EUR and GBP investment grade markets saw negative total returns in June as a result of the government bond sell-off 
that followed Draghi's speech at the ECB forum at Sintra on 27 June – “Draghi day”. That said, spreads did tighten 
across nearly all financial and non-financial sectors but any potential gains were completely negated by the spike in 
benchmark yields.  EUR high yield on the other hand managed to withstand the rates sell-off better, with spreads 
tightening enough to compensate for the rising benchmark yields and leading to marginally positive returns on the 
month.   On a YTD basis however, EUR and GBP investment grade still remain generally in positive territory (although 
EUR non-financials are now only marginally positive (+0.8%) on the year).  EUR HY has continued its strong 
performance this year, benefitting from spreads broadly tightening every month so far.   Meanwhile, USD credit indices 
were up 0.1% to 0.5%, with Treasuries broadly flat for the month.  With this generally difficult trading backdrop in mind, it 
shouldn’t come as a surprise that ACBF had a slightly disappointing month with the fund reporting a net negative return 
of -41bps for the € share class (USD and GBP share classes -22bps and -32bps, respectively).  The main reason for 
this disappointing performance was the -17bps contribution from UK retailer New Look.  This followed a disappointing 
set of quarterly results (more on this below).  Away from this idiosyncratic event, the winners and losers for the month 
were broadly balanced with 5-6bps +/- negative contribution to the fund.  

 

 

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 
        3 

 

Market Outlook 

As mentioned above, the latter part of June witnessed a significant pick-up in rates volatility following some seemingly 
hawkish central bank commentary, with the market in particular focusing on Draghi’s comments.  While the ECB was 
quick to follow with a “nothing has changed” response to the rate market reaction, the real take-away for us was the 
difference between his intended continued dovishness – even as QE purchases are due to be scaled back – and the 
incremental support the market will require to sustain current elevated valuations. The ECB would argue that its policy 
stance remains dovish in the face of improving economic conditions. We believe that the ECB would like to see rate 
volatility abate and to avoid an uncontrolled spike in credit spreads that could damage confidence in the Eurozone 
recovery.  The risk for credit as we see it is that the market overshoots to the downside (rates gap out/credit spreads 
widen)  in response to a combination of faster than expected FED balance sheet reduction and ECB tapering.  For how 
much longer the ECB can hold the line for rates and credit risk premia remains to be seen. Thus far the “buy the dip” 
mentality has prevailed amongst the investment community.  The risk is with IG returns evaporating (and high yield 
credit spreads at their recent tights) is that the response to future market weakness is much more defensive, particularly 
given current market positioning.  In this environment, we will remain defensive and will focus on higher yielding short 
duration investment grade/crossover credit and improving credit stories/positive event risk high yield names (the latter 
also benefits of course for higher break even yields).  Additionally, we have also increased our exposure to higher 
yielding floating rate bonds.  We like the characteristics of these instruments given their low duration profile and the fact 
that they benefit from higher money market rates given their variable coupon mechanism.  With regard to our hedging 
strategy we have reduced our short position in European senior financials and replaced this with a short in subordinated 
financials.  Our reasoning here is that the European authorities have made it quite clear that while they are prepared to 
“bail-in” subordinated creditors as part of bank recapitalisations, they remain reluctant to impair senior debt (more on this 
below). 

Fig 3: Total return performance for various assets since June 26 2017 (local currency) 

 

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

Finally, we would like to highlight the conclusions that we reached after attending a recent Deutsche Bank credit 
conference.  We were among more than 2,000 delegates to attend DB’s 2017 European Leverage Finance conference 
in London. The mood amongst investors was generally upbeat with better than expected YTD performance and steady 
investor inflows, particularly for short duration strategies.  Investors in European high yield were anticipating a slightly 
weaker performance for H2 compared to H1 given the low absolute level of yields (European high yield average yields 
are just c.2.5%) and tight credit spreads but nonetheless they still expected to generate a positive total return over the 
remainder of this year (+1-2%).   

Fig 4:  EUR HY Non-Financial BB (left) and B (right) spreads since 2003 

 

Source: Deutsche Bank, Mark-it Group 
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We came across few investors overly concerned about sovereign rate moves (admittedly before last week’s rate moves) 
with the majority of investors expecting 10 year Bunds to widen out to c.60-80bps by year end (currently 57bps).  We 
were also somewhat surprised by investor responses to the question about what were the greatest risks the market 
faced over the coming year.  Very few cited the US auto loan sector as a potential systemic risk to the credit market.  
We are more cautious than our peers about the US auto loan sector and believe that the pick-up in consumer auto loan 
delinquencies has negative implications for used car prices and in turn for the credit profile of the US auto OEMs and 
suppliers.  The US auto rental sector is already feeling the impact of lower used car prices (which has escalated in the 
current year) as write-downs negatively impact profitability. We remain very cautious towards the sector and already 
have a credit short for one of the larger US auto OEMs.  We are considering increasing our short in autos given high 
relatively tight some US auto names still trade.  
 
More generally, investors appear to be more sanguine about the speculative grade default rate outlook with the majority 
of delegates expecting it to remain low well into 2018, with improving expectations for global economic outlook.  Most 
investors are not expecting a negative total return year for high yield until 2019 given the benign outlook for defaults.  
 
Fig. 5: A Benign Default Rate Environment 

 
Source: Deutsche Bank, Moody’s Investor Service 

 
 
We also found that investors continue to run relatively high cash balances (7.5-10%) given continued strong inflows and, 
in the case of European high yield investors, a relative dearth of supply – in fact c.10% of delegates are currently 
running cash balances in excess of 10%.  This strong technical should continue to provide some support for the market 
even if rates volatility remains elevated, in our opinion.  Furthermore, recent CSPP data suggests that the ECB’s 
tapering is weighed more towards scaling back purchases of government bonds than corporate, although the absolute 
amount of CSPP purchases has fallen slightly.   

Fund Developments 

We are pleased to report that ACBF had its largest ever investor inflow last month (approx. 15% of AUM).  We 

are extremely pleased by this development and welcome aboard inflows from both a previous and a new investor to the 
fund.  We expect further inflows in the quarters ahead given positive investor feedback.  We believe that this large inflow 
demonstrates faith in our strategy of focusing on opportunities in the secondary market in which the larger funds find it 
difficult to deploy capital in the size they require given constraints on dealer inventory levels and therefore must 
concentrate their efforts in the competitive primary market where returns are generally less interesting compared to the 
secondary market opportunities that we have been involved in.  We are pleased to report that we have managed to 
successfully deploy this new investment in secondary market opportunities and improved the average carry for the 
portfolio to 4.3%. 
 
Performance Contribution 
 

The standout credit was unfortunately a detractor to performance in June, with the remainder of the portfolio broadly 
balancing itself out.  NEWLOK 6.5% July 2021 (“New Look”) represents a -17bps negative contribution to ACBF – our 
short risk position in Next Plc CDS contributed +3bps thereby offsetting some of our New Look losses.  Bonds gapped 
down immediately after the company reported a very weak set of Q4 results owing to heavy promotional activity and 
elevated operational expenditure to support its e-commerce and international (China) expansion plans. We still see a 
sustainable brand and a relatively comfortable  runway to debt maturities (beginning with the undrawn £100mn RCF in 
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2021), but given a weaker earnings outlook and heightened execution, covenant compliance and cash burn concerns, 
we decided to cut our exposure.  Management were unconvincing on the subsequent earnings call and failed to provide 
us with any confidence that they could turn around the underperforming core UK retail business near term, and 
importantly, failed to recognise investor concerns about cash burn.   Therefore, we concluded that we should exit the 
position.     
 
Another notable detractor was ITRX 100 06/22 (Financial Senior CDS Protection).  Senior financial credit spreads 
tightened over the course of the month following the Veneto and Popolare restructurings.  In both cases senior creditors 
were made whole.  Senior bank credit spreads tightened on the back of these developments on the basis that the ECB 
and national central banks in the Eurozone were still reluctant to bail-in senior creditors.  We have reduced our senior 
bank hedge and replaced this with a short for subordinated financials, on the basis that while the European authorities 
are seemingly reluctant to “bail-in” senior creditors, the same cannot be said for subordinated lenders – this class of 
creditor incurred substantial haircuts as part of the restructuring plans for both Veneto and Popolare.   
 
Finally, ending on a positive note the main contributor to performance was RIG 6.5% November 2020 (“Transocean”).  
We tendered our bonds at a c.2 .5 point premium to secondary levels as part of the company’s plan to extend its debt 
maturities.   We believe that, while market conditions will remain tough for the oil sector near term, Transocean is a 
survivor as it continues to operate with a satisfactory backlog, maintains a solid balance sheet, benefits from a sound 
liquidity position and access to capital markets.  We intend to reload our position in Transocean at an attractive yield 
relate to where we tendered our bonds. 
 
We thank our investors for their continued support.    
 
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 

+1.65% 

Downside 
Deviation* 

+1.32% 

Skewness -0.39 

Kurtosis 3.62 

Min 1D Return -0.44% 

Max 1D Return +0.45% 

Max Drawdown -1.20% 

Sharpe Ratio 2.73 

June 2017 
Annualised 
Volatility 

+2.85% 

Skewness +0.99 

Kurtosis 1.25 

Min 1D Return -0.29% 

Max 1D Return 0.45% 

Max Drawdown -0.84% 

Sharpe Ratio ** -0.59 

Correlation with S&P 500: 
1 Month +0.20 

3 Month +0.16 

All +0.24 

 
 
 

 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 8,133  9.7% 

Communications 111,265  19.9% 

Consumer, Cyclical 1,674  6.7% 

Consumer, Non-cyclical 13,196  7.4% 

Energy 2,955  3.9% 

Financial 5,950  2.3% 

Industrial 7,790  6.8% 

Utilities 1,737  1.8% 

Technology 28,037 0.0% 

Total 32,841 58.4% 
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Portfolio Overview 
 

Sector Exposure 

1 Communications  22.40% 6 Financial  6.87% 

2 Basic Materials  11.28% 7 Energy  4.56% 

3 Industrial  11.13 8 Utilities  3.98% 

4 Consumer, Non-cyclical  9.97% 9 Technology 0.00% 

5 Consumer, Cyclical  8.53%    

      

 

Top Ten Countries Top Issuers 

1 United Kingdom 37.02% 1 MARKIT ITRX EUROPE 06/22 7.11% 

2 United States 16.49% 2 MARKIT ITRX EUR XOVER 06/22 4.64% 

3 France 6.55% 3 SOLOCAL GROUP 3.93% 

4 ITRX Tel 4.02% 4 ANGLO AMERICAN CAPITAL 3.10% 

5 Italy 3.21% 5 JAGUAR LAND ROVER AUTOMO 2.92% 

6 Greece 2.39% 6 FRONTIER COMMUNICATIONS 2.89% 

7 Finland 2.11% 7 SPRINT CORP 2.78% 

8 Mexico 2.00% 8 PREMIER FOODS FINANCE 2.69% 

9 Belgium 1.77% 9 EI GROUP PLC 2.64% 

10 Canada 1.72% 10 TRANSOCEAN INC 2.49% 

  Top 10 35.19% 

 Top 20 56.01% 

 Top 35 72.77% 

 Rest 11.52% 

 

Duration Portfolio Duration 

0 to 1 33.52% Modified Duration 1.17 

1 to 2 31.43%  Credit 0.82 

2 to 3 8.68%   Bonds 1.43 

3 to 4 17.31%   Sovereign Futures 0.00 

4 to 5 -13.04%   Corporate Derivatives -0.61 

5 to 6 8.48%  Interest Rates 0.35 

6 to 7 0.00%   Bonds 0.35 

7 to 8 0.00%   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% 0.16% 0.67% 0.24% A 0.00% BB 1.91% 

4 to 6% 0.19% 0.45% 0.76% A- 0.00% BB- 12.15% 

6 to 8% 0.00% 0.00% 0.95% BBB 1.03% B+ 17.29% 

8 to 10% 0.17% 0.00% 0.35% BBB- 4.13% B 30.54% 

>10% 0.24% 0.21% -0.03% BB+  17.34% B- 13.65% 

WAY (Weighted average yield):   +4.3%   NR 0.16%  
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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 

+4.59% 

Downside 
Deviation* 

+3.19% 

Skewness -0.83 

Kurtosis 8.23 

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 July 2017. 
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