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

NAV (since inception): 96.54 €                                                                             Fund AUM: € 27,766,225  

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  
May 2017  Annualised returns Volatility Sharpe Ratio 

Sortino 

Ratio 

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

ACBF Strategy 

(€ class) 0.88% 1.52% 1.99% 6.80% 1.86% 1.55% 4.62% 4.39 0.40 6.97 

HF Credit 
Index 0.28% 0.53% 1.87% 6.32% 1.42% 1.96% 2.51% 3.23 0.57 5.25 

BAML Global  
IG 0.96% 1.69% 3.03% 4.17% 3.59% 2.93% 3.01% 1.42 1.19 2.39 

 

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%  

 
 
 

+8.69% 

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%        +1.99% 

*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 S 7.25 09/15/21 +11 1 ITRX 100 06/22 3KA -3 

2 ASTONM 5.75 04/15/22 REGs +8 2 LHAGR 100 06/22 3KA -2 

3 FCAIM 500 06/22 3KA +6 3 BTU 6 03/31/22 144A -2 

4 STLNSW 5.625 07/15/22 REGS +6 4 ABGSM 0.25 03/31/23 REGS -2 

5 PFDLN 0 07/15/22 REGS +5 5 VEDLN 6.375 07/30/22 REGS -2 
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Portfolio Activity & Outlook 
 

We are pleased to report that the Altana Corporate bond fund (“ACBF”) had another positive month, with the €-share 
class returning (net of fees) +88bps in May (+1% and +1.08% net return for GBP and USD share class for the month, 
respectively).   This takes ACBF’s YTD € return to +1.99% (2.36% and 2.7% for the GBP and USD-share class, 
respectively).  The volatility of the fund remains low (1.5%) so this translates to a super risk adjusted return for our 

investors (Sharpe Ratio 4.39 on a 12 month look back basis). Our absolute net return continues to compare very 
favourably with our peers (average UCITs credit funds’ YTD net return of 0.6% up to 30 May, according to Exane data). 
    
Despite it being a month filled with more political tug and war, a slowing in economic data momentum and a stuttering 
month for commodity prices, the month of May was still another positive one for the vast majority of risk assets.  In 
local currency terms, 30 of the 39 assets in our sample finished the month with a positive total return while 32 
assets were positive in Dollar hedged terms.  It’s worth highlighting that the Euro strengthened nearly 3% over the 

month which was perhaps more of a Dollar weakness story while Sterling was down 1% as political uncertainty rose into 
month end as polls started to point towards a potentially tighter General Election in early June than anyone expected. 
 
One might have thought that given the strong month for equities, sovereign bond markets may have struggled. In fact for 
the most part bonds have rewarded investors with another solid month. French OATs and peripherals (generically 

+0.8%) benefited from “risk-on”, while Bunds (-0.1%) were down marginally following Macron’s election victory in France 
that eased political tensions in Europe for now. Meanwhile, Treasuries also posted a positive month (+0.7%) in a 
backdrop of more political uncertainty in the US and a continued fade in the Trump reflation trade.  This all translated 
into an overall constructive month for credit markets. 
   
Both EUR and GBP investment grade saw positive returns across sectors in May (+0.4% and +1.3%, respectively). GBP 
investment saw spreads tighten across nearly all financial and non-financial sectors. EUR financial spreads tightened 
across tiers whereas non-financials were more of a mixed bag.  EUR high yield also saw strong performance (+88bps) 
across sectors and rating bands, with spreads widening only at the riskier end of the rating spectrum.  Meanwhile USD 
investment grade total returns were boosted by the strong performance for Treasuries and finished up 1.1% for month.  
US high beta credit also posted a strong month with the standout performer being subordinated financials (+1.6%).  
USD high yield had another strong month up 1%.   The credit markets remain very well supported at present given firm 
economic data on both sides of the pond, low default rates and the ongoing strong technical bid for credit.  In Figure 1 
below, we track the correlation between European PMIs and “ratings drift” (a metric that captures the net change in 
credit ratings across the universe of sub-investment grade issuers over a 12 month period).  The chart highlights the 
strong correlation between Euro area Composite PMI with the European high yield “ratings drift”.  This currently 
demonstrates positive credit rating changes for European high yield issuers following the rebound in PMIs. 
 
Figure 1:  European High Yield Ratings Drift versus Eurozone Composite PMI 

 

 
However, the market faces some potential road blocks in the early part of June.  On the 8

th
 of June we have the UK 

general election, the ECB meeting where hints of a policy shift may take place and also the testimony from Comey 
before the Senate that could be embarrassing as a minimum for Mr Trump. 
   
As far as the UK election is concerned recent opinion polls have shown a narrowing lead for the incumbent 
Conservative government over the opposition Labour party and this has created some uncertainty for international 
investors given Labour’s populist economic policies; specifically its stance on increasing corporation tax and a likely 
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deterioration in the government budget deficit.  There is also much uncertainty about its negotiating tactics with Europe 
regarding the terms of any Brexit package.  This could have a meaningful impact on the value of sterling (initially much 
weaker given Labour’s tax and spend plans) and on UK consumer confidence near term.  The markets assumption of a 
comfortable victory for the Conservatives may prove to be too complacent and there could be a sell-off for UK assets 
should the UK end up with a hung parliament.  
 
With regard to the upcoming ECB meeting, we now think the balance of probabilities have shifted away from a change 
to forward guidance so soon with the soft May flash inflation print last week perhaps helping to offset confidence in the 
growth outlook. There could be still be some soft exit expectations management, for example, talking up economic 
growth and tasking the internal committees to consider the options for forward guidance, deposit rate and QE.  
Nonetheless, we are not anticipating a market “unfriendly” outcome and we expect € risk assets to remain well 
supported in the near term with political risks in the continent subsiding for now.  
 
Fig 2: EUR and USD Credit Spreads 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Having said this, the scope for € credit spreads to tighten much from here is limited given how far spreads have fallen, 
so returns will mostly come from “carry” with only limited scope for further credit spread tightening, in our opinion.  In this 
environment, we prefer European high beta sectors like high yield and subordinated financial credit.  Furthermore, 
European high yield is supported by the relative dearth of supply and a contraction in the overall size of the market.  If 
the outcome of the forthcoming ECB meeting is as we expect then we believe that this will provide further support as 
yield hungry investors push cash spreads even tighter. 
 
Figure 3:  European High Yield, a Contracting Market 

 

 
Meanwhile, we believe that USD credit remains susceptible to bouts of political “noise” with hearings, investigations and 
soon a congressional recess.  In our view, credit spreads will remain stable through the summer, but the risks are now 
more likely to come from any US disruption, even if short lived.  Meanwhile, the market is pricing in another FED rate 
rise in June, with the possibility of further 1-2 hikes over the remainder of this year.  We don’t view this negatively for 
credit so long as the economy continues on its current growth trajectory and the default rate remains low.  Furthermore, 
we believe that US government bond yields will remain anchored around current levels given the growing likelihood that 
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Trump’s fiscal expansion plans will be stymied by Congress.  The recent soft payroll number may also embolden the 
doves on the FED committee to push for just two more rate hikes this year (including the expected move in June).    
Looking beyond the summer, € credit spreads may be more volatile given the potential announcement of a further 
reduction in QE and an Italian election in September.  But for now we believe that the € credit market remains very well 
supported with the ECB continuing to be an active buyer of eligible corporate bonds, confounding earlier predictions of a 
reduction in its CSPP purchases as part of the overall reduction in its bond purchase programme (government and 
corporate debt). 
 
Figure 4: The ECB Remains an Active Buyer of Credit for Now 

 
 
Now let’s turn to the notable individual winners and losers for the month. Sprint (Sprint 7.25% September 2021) again 
appears on our leader board with a positive contribution of +11bps.  The company reported a solid set of Q4 results, 
with sales and EBITDA beating expectations in what was a difficult quarter for all of the US wireless players.  
Management also increased in mid-point fiscal EBITDA guidance (ending March 2018) to $10.95bn versus market 
consensus of $9.89bn and indicated that the group would be generating positive cash flow despite increased capex in 
the current fiscal year.  The Sprint credit story continues to be underpinned by the possible credit friendly merger with 
TMO US, the US wireless subsidiary of Deutsche Telekom.  This rumoured merger story was given further credence 
following reported comments from the Sprint CEO at an investor conference.  Marcelo Claure of Sprint indicated that a 
combination between the two would create a “turbocharged maverick” to AT&T and Verizon.  This follows earlier 
comments from the TMO CFO indicating that talks between the two companies would occur.  We view a merger 
between the two as particularly credit enhancing for Sprint, especially if DT ends up as majority shareholder of the 
combined entity.  However, a proposed merger between the countries N0.3 and N0.4 wireless players would face touch 
regulatory scrutiny.  
 
Aston Martin (Astonm 5.75% April 2022) is another notable contributor to ACBF’s performance with a positive 
contribution of +8bps.  The company reported a very strong set of Q1 numbers, primarily driven by the DB11 launch.  
EBITDA surged from £6mn to £42mn, while net leverage decreased y-o-y from 6.8x to 2.9x. This was the best first 
quarter in the history of the company. Management provided an upbeat outlook for FY2017 and raised its full-year 
guidance.  We expect 2017 to be a significant turnaround year for the company with EBITDA increasing to £170mn 
versus £100.8mn in 2016.  However, the company will continue to burn cash this year as a result of peak capex spend.  
From 2018 onwards the company is expected to generate positive free cash flow with capex falling to around £170mn. 
We anticipate a positive reaction from the credit rating agencies to the Aston turnaround story in the coming 12 months 
and expect a 1-2 notch upgrade in its credit rating.  Aston Martin bonds were also supported by press stories that the 
company is contemplating an IPO next year.  Whilst our £ bonds have performed well since the recent refinancing, we 
expect further out performance given the discount to the broader European HY auto sector.  Aston Martin bonds are 
currently indicated on a yield to worst of 3.8% to the April 2019 call, which is about 50bps “cheap” to the sector.  We are 
comfortable holding Aston Marin bonds at current levels. 
 
Our short risk position for Fiat 5-year credit default swaps was another notable contributor for the month adding +6bps 

to ACBF’s performance.  We held a short risk position on Fiat because of the negative headline risk it faces regarding 
diesel emissions in Europe and the US.   In the latest twist to the story the EU Commission launched legal action 
against Italy for failing to provide sufficient explanations for the use of switch-off devices in exhaust cleansing systems in 
some Fiat models. The move comes as EU officials have become increasingly frustrated with what they see as 
governments colluding with the car industry. The regulators say Italy has failed to convince then that the so-called 
‘defeat devices’ used to modulate emissions on FCA vehicles are justified. “They (Italian authorities) still need to provide 
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additional information that would convince us that the devices used in Fiat models "are justified and can therefore be 
considered legal”, one EU source said.  This story led to a widening in the FCA CDS credit spreads.  We took the 
opportunity to monetise gains and close out our short position.  We stand ready to re-enter the short on any rebound in 
FIAT credit spreads as we believe that there could be a more dramatic widening on negative development in the US 
with the EPA. 
 
On the negative side of the ledger, we are pleased to report that the individual detractors were relatively small in size 
regarding their relevance to ACBF’s overall performance (-1-3bps), and 4 out of the top ten “losers” were short CDS 
positions in a month which saw a general tightening in credit spreads.  Our short risk position for European bank senior 
CDS (ITRTX 100 06/22 3KA) was the main negative contributor for the month (-3bps). Bank CDS spreads tightened 
following Macron’s election victory and benefited from the “risk-on” trade.  We reduced the size of our macro short 
immediately after Macron’s victory.  Additionally, we also took off our short CDS position in Safeway/Morrison given the 
uncertainty surrounding deliverability and the effectiveness of this short to hedge some of our long risk positions in GBP 
HY food manufacture credits (e.g., Boparan/Moy Park/Premier Foods). 
      
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.  
 
Finally, we would like to draw our investors’ attention to a change in the benchmarks used to evaluate ACBF’s relative 
performance.  Previously, we used the BAML Global High Yield and High Grade long only benchmarks.  We believe that 
the Hedge Fund Credit index, a broad based index comprising long/short credit strategies, is more representative of 
ACBF’s strategy and henceforth we will measure our performance against this Index and the BAML Global High Grade 
Index, as we believe that this better represents our mixed long/short investment strategy between IG and HY rather than 
a long only Global HY benchmark.  Please do not hesitate to contact our risk manager, Samed Bouaynaya, should you 
require more technical information regarding the rationale behind this decision. 
 
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 

+1.55% 

Downside 
Deviation* 

+1.30% 

Skewness -0.66 

Kurtosis 4.06 

Min 1D Return -0.44% 

Max 1D Return +0.38% 

Max Drawdown -1.20% 

Sharpe Ratio 3.30 

May 2017 
Annualised 
Volatility 

+1.32% 

Skewness +0.72 

Kurtosis -0.07 

Min 1D Return -0.09% 

Max 1D Return 0.24% 

Max Drawdown -0.15% 

Sharpe Ratio ** 2.21 

Correlation with S&P 500: 
1 Month +0.21 

3 Month +0.27 

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 8,190  10.1% 

Communications 13,209  20.9% 

Consumer, Cyclical 1,998 7.5% 

Consumer, Non-cyclical 15,298  7.1% 

Energy 3,294 5.1% 

Financial 24,254  3.6% 

Industrial 8,211 4.4% 

Utilities 1,798  2.1% 

Total 10,136  60.8% 
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Portfolio Overview 
 

Sector Exposure 

1 Communications  22.25% 6 Consumer, Non-cyclical  7.27% 

2 Basic Materials  11.19% 7 Energy  5.15% 

3 Consumer, Cyclical  8.95% 8 Utilities  4.64% 

4 Financial  8.34%    

5 Industrial  7.32%    

      

 

Top Ten Countries Top Issuers 

1 United Kingdom 41.13% 1 MARKIT ITRX EUROPE 06/22 8.30% 

2 United States 17.87% 2 SOLOCAL GROUP 3.69% 

3 ITRX Main 8.30% 3 ANGLO AMERICAN CAPITAL 3.68% 

4 France  5.54% 4 TRANSOCEAN INC 3.46% 

5 Canada  3.18% 5 PREMIER FOODS FINANCE 3.19% 

6 Italy  2.44% 6 SPRINT CORP 2.94% 

7 Finland  2.21% 7 JAGUAR LAND ROVER AUTOMO 2.70% 

8 Austria  1.72% 8 EI GROUP PLC 2.68% 

9 India  1.65% 9 VIRIDIAN GROUP FUNDCO II 2.51% 

10 Greece 1.19% 10 TELECOM ITALIA SPA 2.44% 

  Top 10 35.59% 

 Top 20 57.15% 

 Top 35 73.81% 

 Rest 2.39% 

 

Duration Portfolio Duration 

0 to 1 36.04% Modified Duration 0.77 

1 to 2 33.78%  Credit 0.46 

2 to 3 6.74%   Bonds 1.29 

3 to 4 15.66%   Sovereign Futures 0.00 

4 to 5 -8.10%   Corporate Derivatives -0.83 

5 to 6 -1.37%  Interest Rates 0.31 

7 to 8 0.00%   Bonds 0.31 

8 to 9 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% 0.26% 0.64% 0.37% A- 0.00% BB 2.80% 

4 to 6% 0.17% 0.35% 0.63% BBB+ 0.00% BB- 15.49% 

6 to 8% 0.00% 0.00% 0.67% BBB 1.25% B+ 16.75% 

8 to 10% 0.00% 0.00% 0.19% BBB- 4.74% B 25.64% 

>10% 0.90% 0.17% -0.12% BB+  18.96% B- 8.40% 

WAY (Weighted average yield):   +4.1%   NR 0.21%  
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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 

+4.62% 

Downside 
Deviation* 

+3.21% 

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 June 2017. 
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