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Altana Corporate Bond Fund UCITS   

Share Class/ Bloomberg ID € / ALTCBAE ID $ / ALTCBOU ID £ / ALTCBCG ID Portfolio Manager &                       
Chief Investment Officer: 

Lee Robinson 

August  2018 0.24% +0.47% +0.34% 

YTD 0.79% +2.52% +1.51% Joint – Portfolio Manager: Philip Crate 

 

 
 
 
 
 
 

NAV (since inception): €98.42                                                                                          Fund AUM: € 37,006,971 

Fund Strategy                  

The objective of the Altana Corporate Bond 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  
Aug  2018 Annualised returns Volatility Sharpe Ratio 

Sortino 
 Ratio 

  1M 3M YTD 1Y ITD 1Y ITD 1Y ITD 1Y 
ACBF Strategy 
(€ class) 0.24% 0.88% 0.79% 1.35% 1.78% 1.36% 4.13% 0.99 0.43 1.40 

HF Credit Index 0.38% 0.35% 0.40% 1.26% 1.51% 1.80% 2.36% 0.70 0.64 1.19 

Barclays Global 
IG 0.47% 0.96% -0.52% 0.42% 2.97% 2.22% 2.74% 0.19 1.08 0.32 

 

ACBF (since management restructuring) vs. benchmarks Return (source: Bloomberg) 
 

   
 

Per Fund Percentile 

3Yr  0.74 81% 

   

2016 5.65 85% 

 
  

2017 3.16 81% 

“Percentage ranking is among Capital Structure/Credit 

Arb Funds, as defined by Bloomberg Analytics”. 

 
  

  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%  
 
 
 
 

+10.80% 

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% +0.19% +0.42% +0.88% -0.45% -0.06% +3.16% 

2018 +0.30% +0.07% -0.31% +0.06% -0.06% -0.16% +0.65% +0.24%     +0.79% 

*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 RADHLD 6.875 07/15/23 REGS +8 1 VEDLN 6.375 07/30/22 REGS -3 

2 ITRX 100 06/23 3KB +5 2 IHSHLD 9.5 10/27/21 REGS -3 

3 RUSSI 100 06/23 4BA +3 3 ESV 3 01/31/24 -2 

4 SHLFDI 8.25 02/15/25 144A +3 4 FMCN 7 02/15/21 144A -2 

5 ETILN 3.5 09/10/20 EIG +3 5 BTU 6 03/31/22 144A -2 
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Altana Corporate Bond Fund UCITS    

Key Points 

 The Altana Corporate Bond Fund (ACBF) €-institutional share class generated a net return (after fees) of +24bps (+34bps and +47bps 

for the GBP and USD-institutional share classes, respectively).  ACBF outperformed both € IG (broadly flat) and € HY (-20bps) in July. 

 ACBF YTD net return (+0.8%, +1.51%, +2.52%, €, GBP and USD institutional share classes, respectively) superior to both Barclays 

and Credit HF indices (total return -0.52% and +0.4%, respectively).  

 ACBF managed on a conservative basis (low volatility: 1.36%) and continues to offer a superior Sharpe ratio against both Barclays 

and Credit HF indices.  

 While credit faces some near term challenges (pick-up in primary supply after the summer lull and negative headline risk associated 

with the Italian budget and Brexit negotiations), the outlook for the remainder of this year seems more promising given the expectation 

for relatively stable rates and only modestly wider credit spreads from current levels. 

 Investors attending the JPM credit conference generally upbeat about return opportunity for credit in H218.  Results of investor survey 

included in this report. 

 New investment opportunities: Eagle Bulk Shipping. 4-year secured bond benefiting from 1
st
 lien security package over 28 tankers 

offering 7.5% yield to maturity.  Structure is supported by conservative LTV and is amortising. 

 Positive investor response to recent performance and we expect a sizeable inflow in September. 

Portfolio Activity & Outlook 

Performance Review 

So we now move into September and the end of the meteorological summer... and what a summer it’s been.  In market terms US equities still 
seem to be bathed in near permanent sunshine at the moment whereas for parts of the EM complex winter is most definitely coming!!  European 
markets seem to have skipped straight to autumn this year and pretty much stayed there.    
   
Much like previous years, August didn’t disappoint from a nasty news flow perspective with turmoil across EM and to a slightly lesser extent a 
sell-off across Italian assets keeping investors busy.  Standing out like an eyesore at the bottom of our risk asset performance leader board (this 
universe has been expanded to include a number of EM currency pairs) are the heavy falls for the Argentinian Peso (-25.8%) and Turkish Lira (-
25.0%) after both EM countries dealt with an ever-increasing loss of confidence from the market following idiosyncratic issues related to each. 
The broader EM FX index fell -6.2%, the biggest fall for the index since 2012.  EM bonds also got hit to the tune of -4.9% and EM equities -
2.7%.  Commodities also appeared to get caught up in the selloff and especially metals with Copper (-6.4%), Silver (-6.3%) and Gold (-1.9%) all 
lower.  This development had a negative impact on the bond prices for some of our commodity exposed holdings (e.g., Vedanta and First 
Quantum), although the impact of these moves for the overall portfolio was limited. 
 
As for broader DM assets, well it was another month where the NASDAQ (+5.9%) and S&P 500 (+3.3%) turned in a positive performance. The 
NASDAQ actually had its best month since January and best month of August since 2000 with the likes of Apple (+20.0%) turning in its 
strongest month since 2008, when unsurprisingly the share price was a fraction of where it was now, and Amazon adding a mere $115bn in 
market cap in the month alone.  European equities were a reasonable underperformer compared to US peers however with the Stoxx 600 
returning -2.1% and DAX -3.4%.  That could be partly attributed to Italy where the FTSE MIB fell -8.8% and the second most this year as 
concerns start to rise ahead of this month’s budget. European Banks (-7.7%) also appeared to get swept up in that while the IBEX (-4.8%) and 
Greek Athex (-4.1%) did likewise. 
 
In bonds BTPs (-3.1%) also stood out, outside of the EM moves at least, while in contrast Bunds and Treasuries returned +0.7% and +0.8% 
respectively. That translated into another unspectacular month for credit with US (+0.3% to +0.7%) outperforming Europe (-0.5% to +0.1%).   
 
Figure 1:  Total Return Performance of Major Global Financial Assets – August 2018 (local currency) 

 
Source:  Deutsche Bank, Bloomberg Finance LP 
 
Now let’s dig into the detail of credit returns (details contained in Figure 2, below).  Knocked by concerns over the Italian budget process, EM 
exposure and less predictable idiosyncratic events, the spread on the € iBoxx Corp index widened 7bp.  £ IG was the best performing index, 
widening slightly over the month while the $ iBoxx Corp was the worst performing, widening 8bp. Notably, HY in both $ (+8bp) and € (+10bp) 
outperformed on a beta-adjusted basis.  Over the month iTraxx (+8bp) underperformed cash, as did Crossover (+17bp) while CDX 
outperformed in both IG (+2bp) and HY (+1bp).  While spread returns were negative, the fall in swap and bond yields meant that total 
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returns were just positive for € IG (€ non-financial +0.1%) while € HY lost c.0.2%.  In this context, we are pleased to report that the Altana 
Corporate Bond (“ACBF”) generated a net return (after fees) of +24bps (GBP and USD% share class net returns of +34bps and 
+47bps, respectively) without the benefit of a duration “kicker” as was the case for long duration strategies which incurred negative 
excess returns in August .  ACBF’s YTD performance of +79bps (GBP and USD$-share class net returns of +1.51% and +2.52%, 
respectively) compares favourably with both the HF Credit Index (+40bps) and the Barclays IG Global Aggregate Index (-52bps).  For 
completeness:  € IG and €HY YTD returns are -0.4% and -0.3%, respectively.  Suffice to say it’s been a tough year for European credit investors 
despite the positive contribution of Bund performance (YTD: +1.7%) to total returns.  Again this illustrates the alpha we generate for our 
investors given our short duration profile versus most other UCITS credit managers. 
 
Figure 2:  Despite positive total returns, August excess returns largely negative with the exception of GBP non-financial, particularly 
IG 

 
Source: Deutsche Bank, Markit Group 

Market Outlook 

We participated in credit conferences organised by Goldman and JP Morgan at the beginning of September – these were very well attended 
with more than 1000 investors taking part in them.  These forums provide an excellent opportunity to find out what other investors are thinking 
and, more importantly from our point of view, meet with issuers – we met with the management teams of more than 20 companies in which we 
are invested.  The general message coming out of these annual jamborees was that H2 performance could very well surprise on the upside 
after a very difficult H1, which has seen a general widening in credit risk premiums – with the notable exception of non-financial US CCC-rated 
credit.   
 
The consensus going into 2018 was the exact opposite with most commentators (including ourselves) expecting a decent H1 total return 
opportunity followed by a more difficult outlook for H2, primarily because of the withdrawal of stimulus by the ECB in Q418.  The fact that credit 
risk premiums have already repriced to levels close to what we had previously expected for the end of 2018 has left us by default feeling slightly 
more opportunistic about the outlook for the remainder of this year.  Furthermore, most investors we spoke are somewhat more sanguine than 
ourselves about the outlook for rates; most expect 10-year Treasury yields to finish the year around 3-3.25%, while 10-year Bunds were 
expected to be around 60-70bps.  If these expectations are proved to be correct then total returns for credit should be positive over the 
remainder of this year given the expectation of only marginally wider credit spreads from current levels by year-end.  However, near term credit 
spreads could face some upside pressure due to a pick up primary supply, particularly for IG issuers ahead of QE net purchases being phased 
out in the final quarter of this year.  However, with investor cash balances currently running “above average levels” this seasonal pick-up in 
supply may not pressure credit spreads by as much as many fear.  But if redemptions pick-up at the same time as the new issue tap is turned 
back on then this relatively benign scenario for credit spreads might not hold.   
 
In terms of macros themes, we found that most investors view tighter monetary policy as the biggest external risk to high yield credit.  On the 
timing of the first ECB rate hike, opinion was roughly equally divided between expecting it to come in 2H19 versus 1H20.  Unsurprisingly, Italian 
politics was seen to be the main source of idiosyncratic risk for the market.  The following charts provide a summary of the results of various 
investor polls taken at the JPM conference.  
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Figure 3:  Investor Responses to Market Outlook, Cash balances, and Return Expectations 

 
 

Performance Contribution 

Our August “winners and losers” includes a good spread of positive contributors, while on the negative side of the ledger there are no standout 
detractors worth highlighting.  The standout performer for the month was RADHLD 6.875% July 2023 (Radisson), which contributed +8bps.  
Radisson bonds were up c. 3 points higher on news that HNA, a troubled Chinese conglomerate, had sold its controlling stake to a deep 
pocketed Chinese hospitality group, Jin Jiang International.  It’s also pleasing to report that two short risk positions made a positive contribution 
to performance in August:  European Financial Sub CDS (+6bps across our two contracts) and Next Plc CDS (+3bps).  The positive 
performance of the former partly retraces the previous month’s negative contribution from this macro hedge as a result of wider risk premiums 
for subordinated financial credit in August.  We believe that this short risk position in European financials subordinated CDS provides the 
portfolio with an excellent macro hedge given the high correlation of this CDS contract with broader moves in European credit and equity 
markets. 
 
We urge investors to contact the investment team should they require any further information on any of the names appearing on the main 
performance list contributors table on page 1 of this report. 
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New Investment Opportunities 
 
Our investment mandate was recently revised to allow the fund to invest in unrated bonds – previously the fund could not buy unrated paper – 
up to 10% of the portfolio. The widening of our investment mandate has greatly expanded opportunities for the fund. We should emphasise that 
our activity in unrated bonds will be largely restricted to secured notes (i.e. our claim will be supported by security over hard assets, like 
property, container ships, etc.)  An example of such an opportunity is a $200mn secured bond issued by Eagle Bulk Shipping (“Eagle”).  
These notes pay a coupon of 8.25% and mature in 2022.  What do we like about these bonds?   Eagle is a US listed dry bulk carrier that exited 
Chapter 11 in 2014. In Nov '17 it refinanced its CH11 exit financing with a 5 year 8.25% 1st lien bond secured against a portfolio of 26 dry bulk 
carriers and also put in place two separate loan facilities secured by different pools of dry bulk vessels.  Leverage at 2Q'18 through the '22 bond 
is 3.5x and 4.5x on a net basis across the total company.  Loan to value against the 28 vessels caught under the 8.25% bonds is low at 53% 
and overall net LTV across the group is 36%. The bonds are amortising (i.e. principal is reduced by 4% per annum) and the documentation 
includes a dividend blocker if the issuer’s gross LTV is greater than 50% (i.e. there is an incentive to reduce debt so the company can pay a 
dividend).  Liquidity at 2Q18 was sound:  cash and equivalents $77mn and RCF availability $20mn. In addition to a solid liquidity profile, Eagle 
benefits from low leverage and should be well positioned to benefit from an improving bulker market. 
 
Eagle benefits from operating in the supramax and ultramax bulk carrier segment which are more versatile than the more common panamax 
carriers that have suffered from oversupply and lower day rates.  Eagle dry bulk carriers are able to carry a diverse range of cargoes and this 
has helped the company maximise day rates in the spot market.  Eagle has been using recent strong cash flow to renew its fleet with secondary 
purchases of newer vessels which have enhanced the asset coverage in the 8.25% security pool.  Eagle's fleet is largely contracted on a short 
term basis which has allowed it to benefit from rising day rates in the suparamax and ultramax classes. 
 
The bonds are unrated but we would assign a B+ rating on the basis of the overall security package for the bonds.  In this respect we believe 
that the Eagle bonds offer an attractive risk/return profile on a yield of around 7.5%.    
 
There are many similar unrated opportunities like Eagle out there but these require detailed credit analysis to effectively price credit risk without 
the benefit of a public debt rating.  ACBF has the benefit of being staffed with investment analysts with many years of experience of analysing 
and pricing unrated bond issuers. This provides the fund with the necessary skills to find exciting opportunities like Eagle and to avoid other 
unrated names with an inferior credit profile.     

Fund Developments 

Our sales team have been busy over the summer meeting prospective investors in ACBF.  We are pleased to report that these efforts will result 
in a substantial inflow into the fund from a new investor in September.  We are grateful to our sales team for their efforts here and welcome 
aboard our new investor and we thank them for their trust in ACBF. We intend to return this faith by continuing to generate alpha for all of our 
investors.    
 
We thank all of our investors for their continued support! 
 
Lee Robinson and Philip Crate 
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Risk Report* (since management restructuring) 

 

Gross Summary Statistics 
Since management restructuring:  
Jan 2016 

ACBF UCITS 
Annualised 
Volatility 

 
+1.52% 

Downside 
Deviation* 

 
+1.32% 

Skewness -0.66 

Kurtosis 5.06 

Min 1D Return -0.55% 

Max 1D Return +0.45% 

Max Drawdown -1.20% 

Sharpe Ratio 1.94 

Aug 2018 
Annualised 
Volatility 

 
+0.76% 

Skewness -0.05 

Kurtosis 1.04 

Min 1D Return -0.10% 

Max 1D Return 0.12% 

Max Drawdown -0.24% 

Sharpe Ratio ** 0.55 

Correlation with S&P 500: 
1 Month -0.12 

3 Month +0.11 

All +0.19 

 
 
 

 Drawdown 

  
 

ACBF UCITS Strategy Histogram of Daily Returns 

   
 
 

 
 

 
*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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Market Cap (USD mm) / Sector 

Sector Avg Market Cap (USD mm) % NAV 

Basic Materials 5,661  5.0% 

Communications 11,180  12.6% 

Consumer, Cyclical 5,837  10.7% 

Consumer, Non-cyclical 50,499  3.0% 

Energy 37,317  7.7% 

Financial 18,166  8.0% 

Industrial 5,520  3.8% 

Total 16,278  50.7% 
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Portfolio Overview 
 

Sector Exposure 
1 Communications 18.14% 6 Industrial 6.43% 

2 Consumer, Non-cyclical 14.37% 7 Basic Materials 4.97% 

3 Financial  12.12% 8 Utilities  2.20% 

4 Energy  10.47% 9 Diversified 1.61% 

5 Consumer, Cyclical 10.12% 10 Government -2.27% 

      
 

Top Ten Countries Top Issuers 
1 United Kingdom 33.31% 1 ENTERPRISE FUNDING LTD 4.55% 

2 United States 19.60% 2 VEDANTA RESOURCES PLC 3.21% 

3 France  5.80% 3 PREMIER FOODS FINANCE 3.06% 

4 India 3.21% 4 SPRINT CORP 2.65% 

5 Netherlands  2.53% 5 GLOBAL SHIP LEASE INC 2.49% 

6 Belgium 2.20% 6 INTERMEDIATE CAPITAL GRO 2.48% 

7 Brazil 2.08% 7 HCA INC 2.40% 

8 Nigeria 1.91% 8 TVL FINANCE PLC 2.26% 

9 Greece 1.80% 9 STONEGATE PUB CO FIN PLC 2.24% 

10 Zambia 1.76% 10 RADISSON HOTEL HLD 2.20% 

  Top 10 27.54% 

 Top 20 47.56% 

 Top 35 62.69% 

 Rest 16.46% 
 

Duration Portfolio Duration 
0 to 1 36.17% Modified Duration 1.12 

1 to 2 19.14%  Credit 0.49 

2 to 3 19.11%   Bonds 1.34 

3 to 4 12.50%   Sovereign Futures 0.00 

4 to 5 -12.72%   Corporate Derivatives -0.84 

5 to 6 2.45%  Interest Rates 0.62 

6 to 7 1.14%   Bonds 0.62 

7 to 8 0.46%   Sovereign Futures  0.00 

10 to 11 1.32%   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% 0.10% 0.35% 0.16% BBB 2.24% B+ 14.79% 

4 to 6% 0.31% 0.22% 1.52% BBB- 6.42% B 31.32% 

6 to 8% 0.08% 0.07% 0.81% BB+ 10.72% B- 9.54% 

8 to 10% 0.00% 0.00% 1.08% BB 4.12% CCC+ 1.14% 

>10% 0.00% 0.00% -0.08% BB- 15.64% NR 3.80% 

WAY (Weighted average yield):   +4.6%      
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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 
 

+4.13% 

Downside Deviation* 
 

+2.89% 

Skewness -0.97 

Kurtosis 11.88 

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 
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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 document 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 September 2018. 
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