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Portfolio Manager & Chief Investment Officer: Lee Robinson         Senior Credit Analyst: Philip Crate  

NAV (since inception): 90.67                                                                                 Fund AUM: $27,916,179  

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. 

April 2016  Strategy statistics (April 2016) 
 ACBF BAML 

Global IG 
BAML            

Global HY 

 
Average annual return +0.60% 

Month return +0.25% +0.99% +3.42%  Return since inception +2.02% 

YTD +1.39% +4.33% +6.69%  Sharpe ratio since inception 
annualized 

0.11 

Annualised volatility 5.26% 3.04% 3.43%  Worst month -7.09% 

**Annualised volatility of the strategy since inception, ie Jan 2013 

Please note that we have changed our benchmarks from IBOXXHY and 
IBOXXIG to BAML Global High grade (G0BC) and High yield (HW00) 

indices to better reflect the strategy of the fund. 

 Best month +4.50% 

 
Percent positive months +65% 

 

ACBF (subsequently ACBF UCITS)  vs. benchmarks 
 

 
 

  Performance (net*) 

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

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%  

 
 

+2.02% 

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%         +1.14%* 

*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 CLIFFS NATURAL RESOURCES 4.875                      
01 Apr 21 

+20 1 GRP ISOLUX CORSAN FIN BV EURO  6.625           
15 Apr 21 

-44 

2 GLENCORE FUNDING LLC 2.125                                  
16 Apr 18 

+10 2 ABENGOA GREENFIELD SA EURO  5.500               
01 Oct 19 

-8 

3 VEDANTA RESOURCES PLC EURO  6.750               
07 Jun 16 

+7 3 PREMIER FOODS FINANCE 6.500                               
15 Mar 21 

-6 

4 VIRIDIAN GROUP FUNDCO II EURO  7.500                 
01 Mar 20 

+5 4 PACIFIC RUBIALES ENERGY EURO  5.125                
28 Mar 23 

-3 

5 Nyrstar Netherlands Hold EURO  8.500 15 Sep 19 +5 5 AFREN PLC EURO  6.625 09 Dec 20 -3 
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Portfolio Activity & Outlook 
  

Following on from one of the more volatile Q1’s on record, Q2 has largely kick started on a calm and positive note in 
April for most risk assets. While performance didn’t quite match those lofty gains made in March, in the face of a number 
of key central bank meetings and also the commencement of earnings season in the US and Europe – for which 
expectations were low – risk assets in particular have shown a reasonable degree of resilience on the whole.   
 
We managed to end April with an overall gain of 25bps despite a negative contribution of 42bps from one of our larger 
non-core holdings (more detail below). Our core long credit positions performed solidly in April and should position us 
very well for any further credit spread compression in the months ahead.  Conversely, the credit shorts we have are in 
names with near term negative credit catalysts (e.g., RWE’s impending credit downgrade), or will provide a macro 
hedge (European senior bank CDS protection) to cover any potential volatility in European bank credit ahead of the EU 
referendum vote in the UK and a possible general election in Spain towards the end of June. 
 
Turning to specific bond performance:  Isolux 6.625% 2021 was the largest detractor for the portfolio with a negative 

contribution of 44bps, as the bond price gapped down by more than 15 points in the latter part of April. This followed 
growing speculation that the company will need to embark on a debt restructuring involving a large debt write-down by 
its creditors.  The situation remains highly fluid with recent news flow mixed; the company made its coupon payment in 
April, as well as completing the separation process for its concessions joint venture that could pave the way for the sale 
of its T-solar business and possibly its power transmission and distribution assets.  However, time is running out to 
complete these badly needed asset sales amid growing speculation that the company will need to undertake a debt 
restructuring to stabilise its financial position. In this regard, the rumoured terms of a possible bank debt/equity swap 
that would give the creditor banks a majority stake in a restructured company suggest a recovery value in the low teens 
for Isolux bondholders versus a current mid bond price of 16 points. It remains to be seen whether any company 
restructuring will be done on the terms reported in the media and we expect that the Isolux bond price will remain 
volatile in the run up to its results release due in mid-May. For this reasoning we reduced our exposure in April prior to 
the fall, leaving us with a relatively small remaining position in Isolux.  We will continue to monitor closely developments 
at Isolux, with a view to exiting the remainder of our position in the near future.  Sticking with the Spanish theme, 
Abengoa 5.5% 2019 was another notable detractor for the portfolio (-8bps). We retain a relatively small legacy position 

in Abengoa that we will intend to exit once the market technical improves. Specifically, a large part of the potential 
buying base has temporarily been taken out by participation in the ongoing talks between creditors and the company 
about providing new credit facilities. Once this process has been completed we expect the Abengoa bond price to 
improve from current levels. 
 
On a more positive note, Cliffs Natural Resources 4.875% 2021 was the major contributor for performance for the 

month with a positive contribution of +20bps following a strong contribution in March (+31bps). The Cliff’s bond price 
gapped up following the publication of strong Q1 results reflecting the recent rally in the iron ore price. The company 
announced adjusted EBITDA of $36mn versus market consensus of $25mn. The market also took positively 
management’s comment that contract talks with Arcelor Mittal were progressing well. The existing contracts expire at 
the end of this year, but we would imagine that negotiations will pick up well before then.   
 
Cliff’s bonds will undoubtedly benefit from a successful renegotiation of these contracts as it would remove much 
uncertainty overhanging the company.  As mentioned previously higher realised iron ore prices in both US Iron Ore and 
Asia Pacific Iron Ore boosted Q1 profitability. In this regard, it is worth highlighting that iron ore prices have recovered by 
more than 50% from the 13 January low print.  News flow remains supportive for the iron ore price with BHP the latest 
miner to announce a cut in iron ore production because of adverse weather conditions and transport maintenance 
issues. We plan to further reduce our position in Cliffs and lock-in the recent strong price gains for its bonds.  
 
Another notable performer in April was Glencore 2.125% 2018 with a +10bps contribution to overall portfolio 

performance.  The major news was the announcement that the company had sold a 40% stake in its Agricultural 
Products business for $2.5bn, valuing the entire business at $6.25bn. While the valuation is slightly below our 
expectations it puts Glencore well on track to achieve its $4-5bn asset sale target this year, which should help it secure 
it investment grade status and therefore is supportive for its bonds. Vedanta 6.75% 2016 was another notable gainer for 

the month (+7bps contribution) following the earlier announcement that it would receive a special dividend payment from 
one of its subsidiaries that would help fund all 2016 debt maturities.   
 
Finally, I would like to highlight our short risk position in RWE 5-year CDS. While this position was a negative contributor 

to April performance (-7bps), largely due to a broad based rally in higher beta credit in April, the outlook for the company 
remains highly uncertain as demonstrated by the recent decision by the German Nuclear Commission that the German 
utilities should pay €23bn towards the storage cost of nuclear waste.  This is about €6bn above that currently 
provisioned, so a material increase.  We calculate that RWE’s share of the shortfall is €1.7bn, which will add around 
0.3x turn of leverage based on recent EBITDA guidance. This is material, but manageable, especially in the context of 
mitigating measures it is taking (e.g. the partial sell down of its stake in the soon to be created “Newco”). However, 
uncertainty remains about the final terms of any agreement on nuclear provision costs given the companies rejection of 
the Commission’s proposals. We view this delay negatively as it could further delay RWE’s much needed strategic 
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reorganisation – this view is also shared by the equity market with the RWE share price down more than 10% from 
levels seen immediately after the publication of the Commission’s proposals.  Moreover, the bigger uncertainty is how 
the rating agencies subsequently treat nuclear provisions.  In short, there is a material risk that the rating agencies will 
apply a tougher methodology to calculating these provisions, with the result that their leverage calculation for RWE will 
increase thereby putting further downward pressure on credit ratings. We believe that RWE will be downgraded to low 
investment grade status, with a negative outlook, in May. This should have negative implications for its credit spreads as 
it will be viewed as a “cross-over” credit. We think that a downgrade to junk is also a distinct possibility and if this 
happens it would have a material negative impact on RWE credit spreads.  We remain of the opinion that the credit 
short in RWE has significant upside potential given all the negative financial and strategic uncertainties facing the 
company. 
 
With regards to the broader credit market, the recent pick-up in new issue activity for sub-investment grade credit 
(particularly for higher quality BB issuers) is a positive development. We will selectively participate in new issues for the 
better quality issuers that offer attractive pricing concessions. We also hope that the opening up of primary market 
activity will also provide us with new opportunities in the secondary market as larger investors direct their attention to 
new issue activity.    
 
Finally, we are pleased to announce that Phil Crate will be stepping up to be joint PM on the fund. Phil joined us in 
January as senior analyst with over 30 years of experience in credit including being head of research at places such as 
BNP and Bear Stearns. His full bio is below. Phil has been instrumental in idea generation and execution especially in 
the shorter dated names such as Sprint, Enterprise Inns, Freeport as well as improving credits such as Cirsa and 
Boparan and short trades such as RWE.  
 
Philip Crate’s Career History: 
 

• Over 25 years credit experience.  

• Beginning at the Bank of England  in 1987, Philip rapidly rose to head of credit research at BNP Paribas in 

1999, followed by 4 years as head of European and Asian credit  at Bear Stearns [2000-03] then 

Commerzbank [03-04] as head of global credit including high yield and emerging markets. 

• After that  he joined the buy side at PMA [04-07] as fixed income CIO investing in full range of credit products 

including loans, PIKs. Post the sale of PMA he entered into a similar role at Mount Capital overseeing $350m 

of diverse credit investments. 

• In 2012, he joined Lloyds bank to establish a special situations credit trading desk followed by Mizuho [13-14] 

as their High Yield Strategist. 

• Before joining Altana he advised Tideway on their UCITs credit fund and managed bespoke credit and equity 

portfolios for the firm’s clients. 

 
Written by Lee Robinson & Philip Crate 
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Risk Report* 

 

Gross Summary Statistics 
Since Inception of the Fund: 15 May 2014 

ACBF UCITS 

Annualised Volatility +6.29 % 

Downside Deviation* +5.36% 

Skewness -0.59 

Kurtosis 4.67 

Min 1D Return -1.99% 

Max 1D Return +1.75% 

Max Drawdown -14.78% 

April 2016 

Annualised Volatility +1.25% 

Skewness -0.33 

Kurtosis -0.85 

Min 1D Return -0.14% 

Max 1D Return 0.13% 

Max Drawdown -0.33% 

Sharpe Ratio ** 0.69 

Correlation with S&P 500: 
1 Month +0.12 

3 Month +0.19 

All +0.27 

 
 
 
 
 
 
 
 
 

 Daily Returns 

 
Drawdown 

 

ACBF UCITS Strategy Histogram of Daily Returns Since Launch 

 

 

 
 

 
*Using Gross Daily Performance Data 
**Strategy figure shows the performance of ACBF UCITS (since 05/2014 launch). 
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Portfolio Overview 
 

Sector Exposure 

1 Basic Materials 15.77% 6 Financial 4.57% 

2 Communications 17.83% 7 Industrial 5.82% 

3 Consumer, Cyclical 22.46% 8 Consumer, Non-cyclical 8.82% 

4 Diversified 1.78% 9 Utilities -0.56% 

5 Energy 2.61% 10 SNRFIN -4.06 

 

Top Ten Countries Top Issuers 

1 United Kingdom 41.33% 1 VEDANTA RESOURCES PLC 7.32% 

2 United States 12.21% 2 WILLIAM HILL PLC 3.85% 

3 India 7.32% 3 GLENCORE FUNDING LLC 3.65% 

4 France 4.98% 4 SPRINT COMMUNICATIONS 3.64% 

5 Switzerland 4.77% 5 VIRIDIAN GROUP FUNDCO II 3.49% 

6 Netherlands 4.03% 6 IMPERIAL BRANDS FINANCE 3.36% 

7 Italy 3.72% 7 FINANCIERE QUICK SAS 2.89% 

8 Russia 2.58% 8 PREMIER FOODS FINANCE 2.37% 

9 Greece 1.70% 9 BOPARAN FINANCE PLC 2.35% 

10 Luxembourg 1.44% 10 TELECOM ITALIA SPA 2.32% 

  Top 10 35.27% 

 Top 20 55.26% 

 Top 35 69.88% 

 Rest 5.16% 

 

Duration Portfolio Duration 

0 to 1 50.04% Modified Duration 0.22 

1 to 2 26.13%  Credit 0.04 

2 to 3 15.96%   Bonds 1.11 

3 to 4 8.84%   Sovereign Futures 0.00 

4 to 5 -13.38%   Corporate Derivatives -1.06 

5 to 6 -8.11%  Interest Rates 0.17 

    Bonds 0.17 

    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% 24.54% 16.19% 13.38% NR 0.14% BB- 2.81% 

4 to 6% 3.27% 2.11% 16.75% A 1.09% B+ 19.03% 

6 to 8% 9.53% 3.24% 4.00% A- 3.41% B 15.99% 

8 to 10% 2.63% 0.00% 0.00% BBB+ 4.56% B- 5.33% 

>10% 0.00% 0.00% -16.16% BBB 9.75% C 0.16% 

WAY (Weighted average yield):   4.5% BBB- 15.75% CCC- 1.27% 

    BB+ 7.24% D 0.09% 

  BB 9.89%   
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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 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 May 2016. 
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