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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): 100.39                                                                 Strategy AUM: $37,235,775 

Fund Strategy Fund AUM: $20,683,913  

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%      +3.98% 

*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 RUSSIAN FED DEFAULT SWAP Sep 19 +14 1 BANCO ESPIRITO SANTO SA 7.125 28 Nov 23 -95 

2 US 10YR NOTE (CBT) 30 Sep 14 +7 2 CDS BANCO ESPIRITO S. DEFAULT SW. Sep 19 -42 

3 CDS ABENGOA SA DEFAULT SWAP Sep 19 +5 3 BOPARAN FINANCE PLC 5.250 15 Jul 19 -19 

4 KAISA GROUP HOLDINGS 8.875 19 Mar 18 +5 4 BANCO ESPIRITO SANTO SA 4.750 15 Jan 18 -19 

5 BPCE SA EURO  2.750 08 Jul 26 +4 5 BOPARAN FINANCE PLC EURO  4.375 15 Jul 21 -12 
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ACBF 
UCITS 

ACBF 
(est.) 

IBOXIG IBOXHY 
 Annualised net ROR: +8.03% 

 Return since inception +0.39% 

NAV
‡
 100.39 111.14 103.69 109.49  Sharpe ratio 0.08 

Month return -2.94% -3.98% -0.20% -1.60%  Largest monthly drawdown -2.94% 

Year-to-date** +0.39% +2.26% +6.24% +3.36%  Worst month -2.94% 

Cumulative +0.39% +11.14% +3.69% +9.49%  Best month +2.32% 

Annualised volatility 4.69% 5.24% 5.36% 4.69%  Percent positive months 66.67% 
‡ 

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) 
0.1% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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A volatile month settles with a strong fundamental backdrop for credit 

July was undoubtedly an eventful month, with the increase in tension between Russia and Ukraine, the escalation of 
violence in the Middle East, a bank rescue in Portugal (Banco Espirito Santo), Argentinian default and a slew of 
economic data points released across the various continents. At times there was certainly a feel of ‘flight-to quality’ in 
the market, though overall moves seem to be rather over-amplified by the low liquidity during the holiday period. In the 
absence of a catalyst to turn the tide, the weakness persisted over several weeks. To be exact, the weakness lasted for 
virtually the entire month of July, only to see a strong bounce back in early August (left graph below).  While there were 
days with large intra-day moves down, the recovery is happening fairly quickly. A reason for that might be that with the 
exception of a brief flow overhang (larger withdrawals from HY funds) and geopolitical noise, the credit space enjoys a 
continuingly strong economic backdrop – if not even stronger. Looking at the change in government bond yields, 
German 10y Bund yields have nearly halved since the beginning of the year and even dipped below 1% on 15

th
 August 

2014 (below graph on the right). Short term German sovereign bonds carry negative yields in the short end and only the 
3yr bond offers a positive yield – and barely so at just 0.03%. On the other hand only EUR swaps of longer than 8yr 
offer yields above 1%. With low default rates, historically low leverage, solid balance sheets, credit appears to be the 
most appealing asset class. On top of that, weak growth and deflation risk might prompt the European Central Bank to 
go beyond TLTROS (similar to the Bank of England funding for lending scheme) and conduct asset purchases as the 
US Fed and BoE have done. That would add an additional boost to the credit market. Nevertheless, despite the very 
favourable outlook, having drawdowns is not pleasing and we had to book a rare month of negative performance. The 
Altana Corporate Bond Fund suffered a drop of -2.94% in July, a rather exceptional move. With the average High Beta 
fund returning -1.6% to -2.8%, given the exposure to literally all factors mentioned in the beginning, our performance 
compares rather well (more in the Portfolio section below). 
 
Credit: Selloffs and recoveries since Jan 2014 

Credit bouncing back from any setback this year 

Rates: German yields outperforming strongly 

(change in % since Jan 2014) 

  
 
Various factors shake our portfolio, though most of it is temporary 

Our portfolio was affected by many factors as mentioned above – the general market correction, Russia and Banco 
Espirito Santo Portugal – rather directly. Upon the overall market move we touched in the previous section. Regarding 
Russia, we have been active in that credit space since the first selloff in February. We managed the volatility with long 
and short positions very successfully, benefitted strongly from the recovery in Russian credit and posted strong 
performances in March, May and June. After the consolidation in June it seemed that the last leg of the Russian credit 
recovery was due, as the sector has lagged the spread tightening in credits globally. However, in July, neither global 
credits tightened further, nor did Russian credits catch up. It took a completely different turn with the introduction of US 
and EU sanctions against Russia and a further escalation in the Ukraine conflict. Although our Russia investments are 
solid, cash rich and mostly exporting companies, their bonds are valued based on demand and supply. There was no 
balance in our favour and the valuations suffered. We did hedge our whole Russia exposure with a short position on the 
sovereign, however, that happened only after the first gap wider in spread. Our cumulative net result from the Russia 
engagement since the volatility increased is positive and our aggregate exposure very manageable. As a result of this 
only the short position with the CDS on Russia tops our main performance contributor table. We are managing the 
situation very closely and still lean to the odds of the mother of all recoveries in Russian credit to kick in. We 
nevertheless stand ready to cut the holdings decisively if our assessment of the situation changes.  
 
The performance contributors table is prominently dominated by positions in Banco Espirito Santo (BES). The media 
reported extensively about the meltdown of an old banking dynasty in Portugal. BES was the biggest privately owned 
bank in Portugal and the only non government owned bank in Portugal which didn’t request state aid after the financial 
crisis of 2008/09 and the subsequent European sovereign debt crisis. It even conducted a EUR 1bn rights issue in June 
and was 15% owned by French bank Credit Agricole. In the aftermath it seems that all that didn’t prevent the family, 
which owned ca. 20% of the bank, to run it as if they owned 100% of it. The bank with a long tradition dating back to the 
Espirito Santo family of the19

th
 century, days were numbered in early August of this year. As an active participant in the 

secondary market we have frequently taken advantage of sell offs like with Hypo Alpe Adria Bank, German industrial 
Scholz and others. Banco Espirito Santo was as well such a case, however, it only worked partially. Our engagement in 
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the situation of Banco Espirito Santo was in the subordinated as well as senior bonds. Naturally the subordinated 
exposure was much smaller and was capped at 1/3 of the whole exposure. It didn’t help the fact that a spiral  of negative 
revelations led the bank into the arms of the government, which had to split the bank into a bad bank (Banco Espirito 
Santo) and a good bank (Novo Banco). With the rules set out by the European Commission about investor burden 
sharing in government bank rescues by governments, shareholders as well a junior bondholders need to shoulder the 
pain. They are left with the bad bank and claims related to Espirito Santo group companies as well as an equity stake in 
BES Angola. As such, our investment in the subordinated bonds was heavily impaired, while the senior bonds, marked 
lower at month end July, are already in positive net performance territory. At month end, the total drag on performance 
amounts to -1.6%, however, with the recovery in BES senior bonds we foresee a net impact on the performance of ca. -
1%. There is some potentially higher recovery on the subordinated bonds, however, this might take months to 
crystallise.  
That July was not more than a temporary blip is confirmed by an anecdotal story in our portfolio, Boparan Finance. The 
company is the owner of 2 Sisters Group, one of UK’s largest chicken producers. 2 Sisters Group received negative 
publicity about hygiene standards in one of its chicken processing facilities. That proved unfounded after the 
government authorities conducted thorough reviews and affirmed good quality standards at the facilities.  
 
A dip and a strong recovery is the path we foresee for credit and our portfolio 

With the long run of impressive outperformance of our strategy versus comparables, continuing without a dip would 
almost raise suspicions about our long term capability. A short term dip and a subsequent recovery on the other hand 
confirms that we stay on track with our approach and that our views are robust enough to navigate rough seas. While 
we are of course not happy with the magnitude of the dip in July, we see it as mostly unrealised mark to market and the 
major positive is that we feel more than comfortable that we will reverse and exceed the high water mark set in June 
during the coming weeks. That we feel comfortable sitting out volatile periods is also consistent with the view we had 
earlier this year. In the monthly newsletter back in February we wrote: 
 
“Unless you are a dealer, sit tight with your conviction calls  
This year is definitely going to be more volatile as the recent episodes of volatility show. The road to a world beyond 
central bank stimuli is going to be a bumpy one. In order to produce the expected returns, you need to navigate steadily 
through the waters. In many cases, this means that we can use the volatility to trade in and out without residual risk 
remaining, but for conviction calls we will rely on our research and often sit tight.” 
 
In the extended credit cycle we are in, overall default rates are expected to remain low and balance sheets to strengthen 
further. While companies are taking advantage of low yields to refinance their debt, a gearing up trend has not set in yet. 
With European government bond yields touching new lows, yield starvation will become even more accentuated. Better 
growth, weak inflation, and thus accommodative monetary policy should continue to support credit risk appetite. Even 
though the US and UK might lead the economic recovery and the respective central banks raise rates earlier than the 
ECB (n.b. that ECB President Mario Draghi explicitly mentioned in the July meeting that he expects the ECB monetary 
policy to diverge from the one adopted in the US & UK) persistent “slack” in the economies and hence continued low to 
moderate inflation underpins our constructive credit view. All of those positive views are already manifesting themselves 
in August and the market is marching higher as if nothing happened. But that rollercoaster ride did occur in July and now 
with fundamentals looking even stronger after July’s economic data, we feel perfectly comfortable operating in this 
environment.  
On that note, for those going away in August I wish you a good holiday … and welcome back to those returning from 
their travels. Rest assured we are working hard to deliver strong performance once again in August and beyond.  
 
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 +14.61%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD +0.61% 

Return Since Launch +0.61% 

Annualised Volatility 4.26% 

Downside Deviation* +3.86% 

Skewness -1.19 

Kurtosis +3.93 

Min 1D Return -1.12% 

Max 1D Return +0.54% 

Max Drawdown -3.70% 

Sharpe Ratio** 0.28 

July 2014 
Return -2.95% 

Annualised Volatility 5.50% 

Skewness -0.75 

Kurtosis +2.05 

Min 1D Return -1.12% 

Max 1D Return +0.54% 

Max Drawdown -3.70% 

Correlation with S&P 500: 
1 Month 0.80 

3 Month 0.57 

All 0.57 
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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 August 2014. 

 

Portfolio Overview 

Portfolio Duration 
Modified Duration -0.48 

  Credit 2.00 

   Bonds 2.82 

   Sovereign Futures -0.03 

   Corporate Derivatives -0.79 

  Interest Rates -2.48 

   Bonds 0.58 

   Sovereign  Futures -3.06 

  Corp Derivatives 0.00 

Duration 
0 to 1 11.45% 

1 to 2 9.55% 

2 to 3 16.85% 

3 to 4 18.46% 

4 to 5 -14.19% 

5 to 6 6.97% 

6 to 7 -12.56% 

8 to 9 -7.50% 

Top 10 Countries 
1 PORTUGAL 12.95% 

2 SPAIN 11.88% 

3 INDIA 5.36% 

4 FRANCE 4.92% 

5 IRELAND 3.79% 

6 FINLAND 3.20% 

7 SWITZERLAND 3.13% 

8 GREECE 2.74% 

9 CHINA 2.18% 

10 LUXEMBOURG 2.16% 

Top 10 Issuers 
1 CDS Abengoa SA 5.39% 

2 CDS Cable & Wireless  5.39% 

3 CDS Galp Energia SGPS SA 5.39% 

4 VEDANTA RESOURCES PLC 5.36% 

5 BOPARAN FINANCE PLC 4.94% 

6 ASTON MARTIN CAPITAL LTD 4.89% 

7 BANCO ESPIRITO SANTO SA 4.19% 

8 
CIRSA FUNDING 
LUXEMBOURG 

4.13% 

9 ODEON & UCI FINCO PLC 4.06% 

10 VIMPELCOM HOLDINGS BV 4.02% 

 Top 10 47.76% 

 Top 20 77.98% 

 Top 35 96.13% 

 Rest -74.89% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months to 
maturity 

> 24 
months to 
maturity 

0 to 4% 0.00% 0.00% -53.15% 

4 to 6% 0.00% 3.79% 11.36% 

6 to 8% 0.00% 6.15% 39.68% 

8 to 10% 0.00% 0.00% 12.50% 

> 10% 0.00% 0.00% 8.71% 

Ratings 

AAA -20.66% 

AA+ -15.99% 

AA- -5.72% 

BBB 1.63% 

BBB- 1.59% 

BB+ 11.50% 

BB 14.69% 

BB- 10.52% 

B+ 17.13% 

B 18.76% 

B- 7.92% 

CCC+ 1.67% 

C 1.63% 
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