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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): 100.47                                                                 Strategy AUM: $37,146,152 

Fund Strategy  Fund AUM: $20,316,321  

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. 

  Performance (net*) 

 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD 

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% 

2014 -0.25% +1.43% +1.74% +0.63% +2.32% +1.08% -2.94% +0.08%     +4.07% 

*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. 
 

 

 

 
 

Main Performance Contributors 

Top Performers bps Worst Performers bps 

1 CDS BANCO ESPIRITO SANTO SA  20 Sep 19 +53 1 BANCO ESPIRITO SANTO SA EURO 7.125 28 Nov 23 -105 

2 CDS RUSSIAN FEDERATION 20 Sep 19 +26 2 LONG GILT FUTURE 30 Sep 14 -36 

3 BANCO ESPIRITO SANTO SA 4.750 15 Jan 18 +24 3 LONG GILT FUTURE 31 Dec 14 -18 

4 VIVACOM EURO  6.625 15 Nov 18 +17 4 US 10YR NOTE (CBT) 30 Sep 14 -18 

5 RAIFFEISEN BANK INTL EURO  6.625 18 May 21 +15 5 HELLENIC REPUBLIC EURO  2.0 24 Feb 24 -9 
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ACBF 
UCITS 

ACBF 
(est.) 

IBOXIG IBOXHY 
 Annualised net ROR: +7.67% 

 Return since inception +0.47% 

NAV
‡
 100.47 111.34 105.71 111.24  Sharpe ratio 0.08 

Month return +0.08% +0.23% +1.95% +1.60%  Largest monthly drawdown -2.94% 

Year-to-date** +0.47% +2.45% +8.31% +5.02%  Worst month -2.94% 

Cumulative +0.47% +11.34% +5.71% +11.24%  Best month +2.37% 

Annualised volatility 4.58% 5.13% 5.39% 4.65%  Percent positive months 80.00% 
‡ 

Modelled NAV and returns after all fees. **Benchmark y-t-d and cumulative data:  

ACBF UCITS – May 2014 =100, ACBF / IBOXIG / IBOXHY – January 2013 = 100 
 

Tracking error (daily vs. 

ACBF Cayman) 
0.09% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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Single events and illiquidity are causing big market swings 

We have had steady positive performance since the beginning of the year, an acceleration of the positive trend in May 
and June, with a subsequent decline in July. Despite our global opportunity set, our portfolio was concentrated in 
Europe for a while and hence the performance broadly followed the path of the iTraxx Crossover and Main CDS indices 
(see below graph. CDS indices inverted, as spread vs. price for ACBF.). August started weaker as that included  the last 
days of Portuguese bank Banco Espirito Santo (BES) situation.  The Portuguese bank resolution fund solved the issue 
by conducting a bad bank (BES) / good bank (Novo Banco) split on August 4th. With the lack of any positives to turn the 
tide, the market continued to trend lower until the second week of August. At that point, with valuations looking very 
attractive, in some cases back to the levels at the beginning of the first and second quarter, a strong reversal of risk 
resulted. Many bonds saw a gapping price reaction higher as dealers had no inventory to offer and also the rare seller 
from previous weeks failed to emerge. Being convinced that risk looked attractive and that European macro 
fundamentals looked supportive for credit, we positioned ourselves for a recovery and were able to register a 3.8% 
performance swing from trough to peak intra month. With the last effects from the Banco Espirito Santo saga being felt, 
the Altana Corporate Bond Fund ended the month broadly flat in August. The blended year to date return of the strategy 
at the end of August stands at 4.07%. Debt outstanding continues to grow whilst dealer inventory has continued to 
decline due to new capital rules. This will mean more volatility and hence opportunities in secondary markets. We 
therefore plan to have a lower gross exposure most of the time to be able to take advantage. 
 

Trending with the market: Altana Corporate Bond Fund vs. 
European CDS indices* 

 
*note that the move of the CDS indices is calculated based on spreads as 
opposed to price performance of ACBF UCITS. i.e. a move of 10% in CDS 
indices would mean a 10% move of the spread (e.g. from 300 to 330bps).  

 
Positive balance despite bigger moves inside the portfolio 

We have written extensively about the decline of the Espirito Santo (BES) banking dynasty in Portugal in last month’s 
newsletter. The subordinated bonds fell in early August, at the same time the senior unsecured bonds had their jump 
higher post the government-led bail out. All related BES instruments are in the top ranks in the performance overview. 
Geopolitical tensions in Europe and the Middle East as well as a slight risk off mood due to the weakness in risk markets 
has pushed government bond yields lower. Our short positions on Gilts and US Treasuries have thus  performed 
negatively in August, as the respective 10 year yields ended the month on the lowest levels for the year. This coincided 
with the lowest print in German 10 year Bunds on record at 0.88%. Yields that low means either they are heading for 
even lower levels or bouncing higher. They did the latter. With leading economic indicators continuingly pointing to a 
robust economic activity in the US as well as in the UK, yields across the continents have already risen beyond their end 
of July levels, with the exception of Germany – naturally (due to divergent monetary policy of the ECB vs. US Fed & 
BOE). Our medium term engagement in Russia didn’t move in any significant direction during August, but offered 
instead a slew of headlines from the battlefield as well as the diplomatic front. Although the worst in the volatility in 
Russian assets seems over, we are getting tired of the way the whole issue is being handled as well as the actions from 
the Russian counterpart in this conflict. While Russian credit appears attractive, one cannot trust seemingly positive 
news, as it doesn’t always stand up to being reliable. We have thus continued to cut down our Russia exposure and 
continue to maintain a hedge against most of our exposure with the Russian sovereign CDS. The Russian CDS is also 
showing in our top performer table, along Raiffeisen Bank bonds, which we traded around after it suffered a few days 
due to its sizeable Russia and Ukraine exposure. Vivacom, a Bulgarian telecom operator, performed well after reporting 
reassuring operating performance numbers in early August. 
 
Whatever it takes to reflate the Euroland economy? 

With risk markets being preoccupied with what guidance the US Fed will give at its upcoming press conference and if 
this might signal  upcoming rate hikes, the ECB seems resolute to reflate the Euroland Economy. The clearest sign of 
this is a surprise announcement by ECB President Mario Draghi on September 4th to cut all interest rates by 10bps, 
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taking the deposit rate to -0.20%, and the announcement of a credit easing program of ABS (asset backed securities) 
and covered bond buying. Negative rates and more liquidity will continue to support the corporate bond market. With 
more details expected at the next ECB meeting on October 2nd, Draghi hinted that the ECB is targeting to return its 
balance sheet size to the 2012 peak of €3.1tr from the current €2.0tr. This is a significant surprise and obvious support 
for risk assets in Europe. Now with all its significance, after an initial buoyant reaction on the day of announcement, the 
news didn’t filter through much further. One reason for that is the lack of further details, the other some persisting doubt 
that the ECB will be able to achieve its goal of reflating the Euroland economies without outright government bond 
purchases, or QE in the form conducted by the US Fed, the BOE and Bank of Japan. The targeted LTROs which the 
ECB announced back in June will have its first allotment results announced on September 18th and that day may mark 
the further direction from here. This date also coincides with the referendum on Scottish independence and secession 
from the United Kingdom. Although rational analyses point to a “No” vote, the market is very nervous about the outcome 
and potential big moves in the British Pound as well as underlying GBP assets. With an important US Fed meeting, ECB 
TLTRO allotments, Scottish Independence vote, the question is: how should one be positioned? The outcome with the 
biggest uncertainty attached is the potential “Yes” vote by the Scottish electorate. Although long term implications are 
not accurately predictable, the initial reactions could be very ugly, potentially sparking further secession instability in 
Europe (most notably Catalonia in Spain). It is uncertain how Europe would deal with such an event, and this qualifies 
as an event we are going to hedge around. Clearing these event risks should be able to provide further direction for the 
market. European credit looks very attractive, though the question is if this attractiveness is due to an anticipated 
deterioration of the fundamentals and the business cycle, or just an extended summer weakness due to high profile 
events coinciding. We tend to lean toward the latter, although it would be naïve to place all cards on that outcome. We 
are thus cautiously optimistic and look to accentuate our positioning once the fog clears. 
 
Stevan Bajic 
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*Using Gross Daily Performance Data 
**Strategy figure shows the performance of ACBF (since 01/2013 launch) & ACBF UCITS (since 05/2014 launch).  
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Risk Report* 

Gross Summary Statistics 

Strategy Return since Jan 13 +14.64%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD +0.64% 

Return Since Launch +0.64% 

Annualised Volatility 5.18% 

Downside Deviation* +4.43% 

Skewness -0.98 

Kurtosis +2.60 

Min 1D Return -1.20% 

Max 1D Return +0.63% 

Max Drawdown -6.51% 

Sharpe Ratio** 0.21 

August 2014 
Return +0.04% 

Annualised Volatility 7.48% 

Skewness -0.70 

Kurtosis +0.49 

Min 1D Return -1.20% 

Max 1D Return +0.63% 

Max Drawdown -1.73% 

Correlation with S&P 500: 
1 Month 0.27 

3 Month 0.48 

All 0.43 
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For further information, please contact us at investorservices@altanawealth.com;  

London: +44(0) 207 079 1088 or Monaco: +377 97 70 56 36. 

 
 

Disclaimer 

This report is prepared by Altana Wealth Ltd (“Altana”) authorised and regulated by the Financial Conduct Authority (“FCA”) in the United 

Kingdom (FRN: 532912). The investment products and services of Altana are only available to persons who are professional clients and eligible 

counterparties as defined in FCA’s rules. They are not available to retail clients. The distribution of this report may be restricted in certain 

jurisdictions and it is the responsibility of any person or persons in possession of this document to inform themselves of, and to observe, all 

applicable laws and regulations of any relevant jurisdiction. 

This report is based upon information that Altana believes to be reliable. Altana does not represent that this report is accurate or complete and it 

should not be relied upon as such. Nothing in this report shall constitute tax, financial, or legal advice given by Altana to any party. Performance 

information for the month of the report is preliminary estimated data net of all fees and expenses and is subject to change. The estimate and 

other performance data disclosed is not audited. Stock or other indexes are included for comparison purposes only. Where information provided 

in this report contains “forward-looking” information including estimates, projections and subjective judgment and analysis, no representation is 

made as to the accuracy of such estimates or projections or that such projections will be realised. Certain assumptions used in formulating such 

“forward looking” information may differ materially from actual events or conditions. The funds referred to in this report are registered as 

Regulated Mutual Funds pursuant to Cayman law but otherwise have not been registered under the securities laws, or authorized or approved 

by any regulatory authority, of any other jurisdiction. This report shall not constitute an offer to sell or a solicitation of an offer to buy shares or 

interests in any of the funds described in this report. No such offer or solicitation will be made prior to the delivery of an offering memorandum for 

the relevant fund. Before making an investment in any of the funds referred to in this report, potential investors should read carefully the private 

offering memorandum for the relevant fund, including the description of the risks, fees, expenses, liquidity restrictions, and other terms of 

investing in the funds, and consult with their own tax, financial, legal and other professional advisors. Hedge funds are speculative and involve 

risk of loss. This report is confidential and may not be reproduced in whole or in part, or delivered to any other person, without the prior written 

consent of Altana. Past performance is not a guarantee of future results.            

 

Issued by Altana Wealth, September 2014. 

Portfolio Overview 

Portfolio Duration 
Modified Duration 1.56 

   3.89 

   Bonds 3.15 

   Sovereign Futures 0.01 

   Corporate Derivatives 0.72 

  Interest Rates -2.33 

   Bonds 0.36 

   Sovereign  Futures -2.70 

  Corp Derivatives 0.00 

Duration 
0 to 1 6.14% 

1 to 2 6.02% 

2 to 3 22.18% 

3 to 4 25.91% 

4 to 5 26.32% 

5 to 6 -1.38% 

6 to 7 -14.64% 

8 to 9 -9.27% 

9 to 10 6.44% 

Top 10 Countries 
1 SPAIN 11.82% 

2 LUXEMBOURG 11.05% 

3 PORTUGAL 10.88% 

4 FRANCE 9.40% 

5 RUSSIA 6.78% 

6 NETHERLANDS 4.95% 

7 AUSTRIA 3.89% 

8 IRELAND 3.37% 

9 ITALY 3.34% 

10 GREECE 3.30% 

Top 10 Issuers 
1 ABENGOA SA 8.05% 

2 BANCO ESPIRITO SANTO SA 6.77% 

3 CONVATEC HEALTHCARE 5.99% 

4 RAIFFEISEN BANK INTL 5.54% 

5 GALP ENERGIA SGPS SA 5.15% 

6 CABLE & WIRELESS INT FIN 5.15% 

7 VIVACOM 5.05% 

8 ODEON & UCI FINCO PLC 4.98% 

9 BOPARAN FINANCE PLC 4.84% 

10 VIMPELCOM HOLDINGS BV 3.83% 

 Top 10 55.36% 

 Top 20 84.83% 

 Top 35 103.77% 

 Rest -38.77% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months to 
maturity 

> 24 
months to 
maturity 

0 to 4% 4.70% 8.05% -35.42% 

4 to 6% 0.00% 3.69% 20.48% 

6 to 8% 0.00% 1.89% 30.93% 

8 to 10% 0.00% 0.00% 18.27% 

> 10% 0.00% 0.00% 15.11% 

Ratings 

AAA -15.43% 

AA+ -15.72% 

AA- -5.51% 

BBB 7.08% 

BBB- 1.49% 

BB+ 5.66% 

BB 8.79% 

BB- 13.16% 

B+ 17.70% 

B 23.07% 

B- 14.63% 

C 0.33% 
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