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

Lee Robinson 

November  2018 -1.25% -1.02% -1.16% 

YTD -0.54% +1.93% +0.67% Joint – Portfolio Manager: Philip Crate 

 

 
 
 
 
 
 

NAV (since inception): €97.12                                                                                            Fund AUM: € 49,106,207 

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  
Nov  2018 

Annualised returns Volatility Sharpe Ratio 
Sortino 
 Ratio 

  1M 3M YTD 1Y ITD 1Y ITD 1Y ITD 1Y 
ACBF Strategy 
(€ class) -1.25% -1.32% -0.54% -0.60% 1.48% 1.20% 4.05% -0.50 0.37 -0.73 

HF Credit Index -0.59% -1.53% -1.14% -0.50% 1.19% 1.91% 2.35% -0.26 0.51 -0.42 

Barclays 
Global IG -0.11% -1.13% -1.65% -1.46% 2.65% 2.19% 2.71% -0.67 0.98 -1.09 

 

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

 

Per Fund Percentile 

3Yr  2.11 84% 

   

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%  
 
 
 
 

+9.34% 

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% +0.44% -0.51% -1.25%  -0.54% 

*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 BOPRL 500 12/23 9KA +17 1 BDRILL 3.875 05/23/23 -10 

2 ITRX 100 12/23 9KA +6 2 CDRSM 7.625 11/01/21 144A -9 

3 NXTLN 100 12/23 9KA +5 3 GLBMRN 7 06/01/28 -9 

4 GSL 9.875 11/15/22 144A +4 4 ESV 8 01/31/24 -8 

5 FMCN 7 02/15/21 144A +2 5 SHLFDI 8.25 02/15/25 144A -8 
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Key Points 

 The Altana Corporate Bond Fund (ACBF) €-institutional share class posted a negative return (after fees) of -1.25% (-1.16% and          

-1.02% for the GBP and USD-institutional share classes, respectively) in November. 

 ACBF’s November drawdown considerably lower than the negative total return reported for European high yield in November 

(negative -2%). ACBF’s performance in line with the negative excess return reported by European investment grade credit (-130bps).  

Total return for € investment grade credit benefited from solid performance for European sovereign bonds.     

 Most asset classes nursing negative total returns YTD:  89% of our risk asset sample is in negative return territory in USD terms.   

 YTD net return for the GBP and USD share classes (+0.7% and 1.9%, respectively) remains positive despite a difficult November.   

€-share class net return (-0.5%) whilst negative still compares favourably with the larger drawdowns seen for the Barclays Global 

Aggregate IG index (-1.65%) and for the HF Credit Index (-1.14%). 

 Whilst we remain cautious credit valuations have become more attractive especially in oil sector and sterling corporate bonds which 

offer 8-12% returns for under five year maturities. 

 New inflows expected into ACBF during December taking fund to $70m. 

Portfolio Activity & Outlook 

Performance Review 

November was another difficult month for equity and credit markets (more on this below) with politics – negative Brexit headlines, Italian 2019 
budget dispute, and trade talks – and a plunge in the oil price taking its toll on risk appetite.  The Altana Corporate Bond Fund (“ACBF”) was not 
immune from these pressures and finished the month with a negative return (after fees) of -1.25% (-1.16% and -1.02% for the GBP and USD 
share classes, respectively).  Although we are disappointed with this outcome our performance still compared favourably with the negative total 
return seen for € and GBP high yield (-2% and -1.8%, respectively), and versus the weak performance for GBP investment grade credit (-
1.7%).  € investment grade credit outperformed on a relative basis (-70bps) thanks to a strong contribution from European sovereign bonds 
(+60bps).  On an excess return basis (excluding the positive impact of lower sovereign bond yields), ACBF’s performance was in line with € 
investment grade credit.    
 
Figure 1 is an update of the chart we used last month showing the percentage of assets trading with a negative total return YTD in both USD 
terms (LHS) and local currency terms (RHS).  As you can see, November hasn't improved the overall picture that 2018 is set to be the worst 
year on record for returns across a broad spectrum of assets.  Indeed at 89%, in USD terms this is the worst year ever with data back to 1901, 
after 2017 was the best year ever by the same measure. We continue to believe this is due to a regime change in markets.  Between 2010 and 
2017, growth (DM especially) was below trend but QE and negative/zero rates ensured asset prices generally went up in unison and volatility 
was crushed by the central bank put.  Over the last 18 months or so growth has generally gone above trend but importantly for assets, central 
banks have moved from peak QE to QT. Their “put” has weakened and assets have been correlated on the downside and volatility has risen 
sharply.  The story for local currency returns might not be quite so dramatic given the dollar has had a strong year, but a similar story holds true 
with 2018 being very close to being the worst year on record on this measure.  As we move into the final month of the year, given the number of 
markets trading with deep negative returns it would take a fairly spectacular Santa Claus rally to really change the overall story now.  With this in 
mind, it is worth highlighting that, despite a difficult November, ACBF’s GBP and USD share classes remain in positive territory YTD 
(c.+0.7% and +1.9%, respectively), while the € share class return is down c. -0.5%.  By comparison, € investment credit is up +0.3% YTD (with 
the total return benefiting from a positive contribution of 1.2% from European sovereign bonds, so a negative excess return of -0.9%), while € 
high yield is down -3.2%.  Our YTD performance also compares favourably with that for the broader credit benchmarks:  Barclays Global 
Aggregate IG index down -1.65% and Hedge Fund Credit Index down -1.14%.  ACBF € share-class has comfortably outperformed both of these 
broader indexes on a 1-year basis: +0.6% versus negative -1.46% and -0.5%, Barclays and HF index respectively.  Also notable is the 
conservative volatility profile of the fund:  ACBF annualised vol is 1.2% versus 2.2% for the Barclays Global IG Index (1.9% for HF Credit Index).     
 
Figure 1: Percentage of Assets with a Negative Total Return YTD in USD (LHS) and Local Currency (RHS) Terms 

 
Source:  Deutsche Bank, Bloomberg Finance LP, GFD. Note returns for 2018 are YTD until Oct 31st.  
 
For the month of November concerns around many of the same issues which plagued markets during the year - namely Italy, the trade war and 
Brexit - remained a factor however a huge plunge for Oil which saw WTI (-22.0%) and Brent (-20.8%) easily finish bottom of the pack, added to 
the list. This was the worst month for WTI since October 2008 and the second worst month based on data back to the start of 2001. Despite that 
risk assets were actually fairly resilient although the monthly return does hide sharper intra-month moves as noted earlier.  For equities, Asia led 
the way with the Hang Seng (+6.2%) and Nikkei (+2.0%) two of the top performing markets in local currency terms. EM equities also returned a 
solid +4.1% while in the US the S&P 500 finished with a +2.0% return. The NASDAQ (+0.5%) did however underperform as tech stocks 
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continue to lag.  The picture in Europe was a lot more mixed with the STOXX 600 (-0.3%) and DAX (-1.7%) slightly down while the IBEX 
(+2.3%) and FTSE MIB (+0.9%) finished in positive territory – the latter seemingly supported by signs that the government might be softening its 
budget stance.  It wasn’t all rosy for peripheral markets however with equity markets in Greece (-1.5%) and Portugal (-3.1%) lower.  For credit, 
November will likely be remembered as the month that spreads really started to leak wider as a combination of idiosyncratic issues and a catch 
up to broader market volatility weighed on the asset class. Europe once again underperformed the US with € high yield and investment grade 
credit returning -2.0% and -0.7% respectively.  US high yield returned -0.5% and while that was a slight outperformance compared to Europe, 
high yield did underperform US investment grade credit (-0.1%).  
 
For sovereign bond markets, with the exception of Gilts which returned -1.3% as concerns about the current Brexit deal passing UK Parliament 
weighed, returns were solid but unspectacular and were helped by a more dovish Fed towards the end of the month.  That helped EM bonds 
lead the way with a +3.2% return while BTPs returned +1.6% and Treasuries +0.9%. Bunds (+0.4%) also posted a small positive return. 
 
Figure 2:  Total Return Performance of Major Global Financial Assets in November (in local currency)  

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

Market Outlook 

As we enter the Christmas lull period our focus has shifted towards considering the market outlook for next year after what has been a fairly 
lacklustre total return performance for 2018. The question on everyone’s mind is whether the outlook is any better or worse than that seen for 
credit in 2018.  Judged by the conclusions of our bank counterparties credit outlooks publications the answer seems to be that the street is 
predicting a slightly more constructive year for credit with USD and GBP expected to outperform € credit for both investment grade and high 
yield.  If these return expectations are reliable then we believe ACBF should generate a total return between 3-5% next year based on the credit 
and currency composition of the portfolio, with return expectations at the higher end of this range for the USD and GBP share classes.  
Supporting this positive return expectation is a fairly static default rate environment and a still positive backdrop for global economic which 
should ensure that credit risk premiums don’t deviate much for current elevated levels – the recent gap wider in credit spreads has left risk 
premiums in line with most analysts’ 2019 year end forecasts.  However, there are many risk factors that could undermine this more constructive 
outlook, including and not limited to:  an escalation of the trade war between the US and China; a weakening in Chinese growth and consequent 
fall in demand and weaker prices for base commodities; further weakness in the oil price; the risk of a policy error by the FED heightened by 
raising interest rates too aggressively at a time of a forecast slowdown in US economic growth in H219; a chaotic Brexit; confrontation between 
the Italian government and the EU over the 2019 budget deficit; an escalation of investor redemptions; an inversion of the US 2yr-10yr Treasury 
curve, etc.     
 
In a recent research note Societe Generale’s credit strategy team – one of the more bearish group of commentators out there - indicated that 
they had become slightly more constructive towards € credit given the extent of recent credit spread widening.  They felt that the direction for 
credit risk premiums in Europe was likely to be similar to the move seen in 2015/2016, rather than the more pronounced spread widening 
encountered in 2010/2011 or indeed in 2008/2009. The SG analysts highlight that spreads on a blend of European IG and HY – weighted by 
nominal amount of debt outstanding – has doubled this year and is now c. 60bps away from the 2016 peaks.  They indicate that if one believes 
that if spread widening is limited to this level and no further then investors should selectively add risk in the belief that credit spreads will 
probably end 2019 below current levels – which seems to be the growing street consensus.  However, taking a more bearish 2011 scenario for 
credit spreads – let alone 2008 levels – the conclusion is to avoid risk because we are less than a third of the way through the bear cycle.  At 
this stage we are more inclined to believe that 2019 will be a repeat of the 2015/2016 cycle, although given the aforementioned “pressure 
points” there is clearly risks to the downside. With this in mind we will use any period of market strength in Q1 to upgrade the overall credit 
quality of the portfolio by reducing our high yield exposure and replacing it with shorter duration investment grade and cross over risk. 
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Figure 3: Blended € Credit Spreads  

 
Source: SG Cross Asset Research 
 

Performance Contribution 

November was another difficult month for credit and this is reflected in our “winners and losers” list, with the former unsurprisingly mostly 
comprising of short risk positions in the portfolio via credit default swap contracts (CDS).   The standout out performer was BOPRL 500 12/23 
(“Boparan”) with a positive contribution of +17bps.  Boparan CDS widened on a combination of general risk aversion towards UK corporates 
and as a result of weaker than expect full year results.  Boparan’s 1Q’19 trading performance has continued to show deterioration in its 
underlying operating performance.  While Boparan managed to show stable profit margins at its main poultry operation for the first time in a 
number of quarters it’s Chilled and Branded divisions showed further margin erosion as a consequence of the impact of disposing of its highly 
profitable pizza business Goodfella’s and trading weakness at Fox’s biscuits.  Boparan’s new management team plan to turnaround the 
business through a further rationalisation of its operational structure, grow its ready meals offering and expand its poultry division in Poland.  If 
the turnaround in Boparan is successful the improved operating performance is likely to take a number of quarters to flow through and given the 
company’s track record of disappointing investors we continue to be negative on the outlook for the business and its ability to refinance its 2021 
bonds.  We have retained the short risk position in Boparan CDS because, despite the recent gap wider in credit spreads, we still believe that 
this position offers decent protection for any further bout of spread widening in UK high yield names.  Moreover, there remains specific negative 
near term catalysts, e.g. a delay in completing the sale of its sandwich business (expected sales proceeds of around £100mn) because of UK 
competition issues.  The company expects the competition authorities to clear the transaction on 23 January.   
 
The negative side of the ledger is dominated by ACBF’s exposure to international oil and gas offshore service companies – the exception being 
the inclusion of Spanish gaming company Codere (CDRSM 7.625% November 2021) with its bonds weaker despite the company reporting a 
solid set of Q3 results and reaffirming its current guidance.  The weakness in our oil related names should come as no surprise given the 
precipitous fall in the price of Brent and WTI in November.  We remain positive on the tier 1 operators like Transocean, Ensco and Shelf Drilling 
given the favourable medium term outlook for the fundamentals for the sector.  All of these companies have gone through a right sizing of their 
balance sheets, unlike a number of their European peers,  ahead of an anticipated prolonged weakness in day rates, have extended the 
maturity profile of their debt stack and have put in place sufficient liquidity facilities (cash and undrawn banking lines) to see them through to at 
least 2021, by which time day rates are expected to have recovered to the point where these companies can generate sizeable free cash flow 
and reduce financial leverage.   We prefer this sector to generic high yield given the improving credit story for these companies and the 
generous yields on offer post the recent mark-down (average USD yield of around 9.5% for 5-6 year risk).     
 
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. 
 

Fund Developments 

Our sales team have remained busy meeting prospective investors in ACBF and we anticipate a further sizeable inflow into the fund in 
December.  We are grateful to the sales team’s efforts facilitating this new inflow and we appreciate the trust shown by one of our existing 
investors increasing their exposure in ACBF.    
 
We thank all of our investors for their continued support!  May we wish all our readers and investors a very happy Christmas and a prosperous 
2019.  
 
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 

 
+1.51% 

Downside 
Deviation* 

 
+1.28% 

Skewness -0.62 

Kurtosis 4.65 

Min 1D Return -0.55% 

Max 1D Return +0.45% 

Max Drawdown -1.82% 

Sharpe Ratio 1.37 

Nov 2018 
Annualised 
Volatility 

 
+1.68% 

Skewness -0.18 

Kurtosis -0.35 

Min 1D Return -0.27% 

Max 1D Return 0.12% 

Max Drawdown -1.46% 

Sharpe Ratio ** -2.93 

Correlation with S&P 500: 
1 Month 0.13 

3 Month 0.20 

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 8.786  3.7% 

Communications 11.930 8.0% 

Consumer, Cyclical 7,639  9.4% 

Consumer, Non-cyclical 27.812 3.2% 

Energy 20.489 11.8% 

Financial 7.571 12.0% 

Industrial 2.186  6.3% 

Utilities 8,893 1.0% 

Technology 1,626 0.4% 

Total 12,919  55.6% 
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Portfolio Overview 
 

Sector Exposure 
1 Financial  17.82% 6 Consumer, Non-cyclical  7.92% 

2 Consumer, Cyclical  15.40% 7 Basic Materials 6.19% 

3 Energy  14.48% 8 Utilities 2.66% 

4 Communications 14.20% 9 Diversified 1.92% 

5 Industrial 8.14% 10 Technology 0.41% 

      
 

Top Ten Countries Top Issuers 
1 United Kingdom 35.76% 1 ASTON MARTIN CAPITAL HOL 3.51% 

2 United States 22.62% 2 EI GROUP PLC  3.11% 

3 Netherlands  4.81% 3 VEDANTA RESOURCES PLC  2.54% 

4 France  4.06% 4 PREMIER FOODS FINANCE 2.39% 

5 Jersey 3.51% 5 TESCO PERSONAL FINANCE 2.38% 

6 UAE 2.77% 6 BOMBARDIER INC 2.28% 

7 Brazil 2.61% 7 RBS CAPITAL TRUST II  2.21% 

8 India 2.54% 8 INTERMEDIATE CAPITAL GRO  2.16% 

9 Canada 2.28% 9 SPRINT CORP 2.06% 

10 Norway 1.90% 10 EAGLE BULK SHIPCO  1.94% 

  Top 10 24.58% 

 Top 20 42.75% 

 Top 35 55.61% 

 Rest 25.18% 
 

Duration Portfolio Duration 
0 to 1 25.56% Modified Duration 1.53 

1 to 2 19.81%  Credit 0.96 

2 to 3 13.68%   Bonds 1.67 

3 to 4 27.87%   Sovereign Futures 0.00 

4 to 5 -9.28%   Corporate Derivatives -0.71 

5 to 6 1.88%  Interest Rates 0.57 

6 to 7 0.84%   Bonds 0.57 

9 to 10 2.21%   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% 0.08% 0.21% 0.04% BBB 1.96% B+ 7.91% 

4 to 6% 0.28% 0.39% 1.05% BBB- 5.19% B 34.54% 

6 to 8% 0.06% 0.14% 1.27% BB+ 12.54% B- 10.30% 

8 to 10% 0.00% 0.24% 1.06% BB 5.85% CCC 0.84% 

>10% 0.29% 0.11% 0.84% BB- 9.65% NR 9.33% 

WAY (Weighted average yield):   +5.8%      
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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 
 

+4.05% 

Downside Deviation* 
 

+2.84% 

Skewness -0.98 

Kurtosis 12.54 

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 December 2018. 
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