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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): 96.35                                                                      Fund AUM: $29,988,877 

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. 

  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%  

 
+8.46% 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     +4.50%* 

*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 UKRAINE GOVERNMENT 4.950 13 Oct 15 +43 1 GRP ISOLUX CORSAN FIN BV 6.625 15 Apr 21 -33 

2 NBG FINANCE PLC EURO  4.375 30 Apr 19 +33 2 OAS FINANCIAL LTD EURO  8.000 02 Jul 21 -14 

3 HELLENIC REPUBLIC EURO  3.000 24 Feb 30 +23 3 ROLTA AMERICAS LLC 8.875 24 Jul 19 -9 

4 ALPHA CREDIT GROUP PLC 3.375 17 Jun 17 +22 4 GLOBAL A&T ELECTRONICS 10.000 01 Feb 19 -8 

5 VEDANTA RESOURCES PLC 6.000 31 Jan 19 +9 5 PATERNOSTER HOLDING III 8.500 15 Feb 23 -7 
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August 2015  Strategy statistics (August 2015) 

 ACBF UCITS  IBOXIG IBOXHY 
   

   

NAV
‡
 96.35  102.43 98.36  Average annual return +3.09% 

Month return -0.98%  -0.68% -1.72%  Return since inception +8.46% 

Year-to-date** +4.50%  -1.36% -0.57%  Sharpe ratio 0.71 

Annualised volatility   7.30%  5.29% 4.89%  Worst month -7.09 

      Best month +4.50% 
‡ 

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 
 Percent positive months +68.75% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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China hard landing fears and Fed lift-off dominate August 
August had a wild ride in for risky assets, with a 13% swing for the S&P 500 and a staggering 25% for the 
DAX. None of this beat the 40% swing of the Shanghai Comp however, which had a horrible month on the 
back of rising doubts that the Chinese economy might experience a hard landing. China’s devaluation of the 
renminbi by the most in two decades was the spark which caused the far reaching global selloff. Oil was 
equally volatile and touched new post crisis lows in the latter weeks of August. With all of this volatility one 
would expect strong safe haven flows into government bonds, but in fact, judging by the move in US 
Treasury and Bund yields, a small reverse action took place: US yields rose 3bps to 2.21% while German 
Bunds rose 15bps to 0.80%. Fast forwarding into September and against the sharp decline in stock 
markets, investors lowered their probability of a first rate hike by the Fed and the US central bank obliged by 
keeping rates unchanged during the 17

th
 September Fed meeting.  

 
Despite big losses in risk assets globally, our portfolio weathered the storm in August well 
Looking at the best and worst performers, we can see some big winners. Greek and Ukrainian bonds had a 
strong positive contribution to our performance in August. After Ukraine and the creditor committee finally 
agreed the terms of the nation’s debt restructuring Ukraine bonds continued their ascent. Also Greek bonds 
continued their recovery after July’s agreement with the EU and the tone out of Greece continues to be a 
pro-bailout and a pro-reform one, for now. We were able to benefit from the more constructive tone out of 
Greece via Greek banks (NBG and Alpha) as well as sovereign bonds. The last positive contributor on the 
winners list is Vedanta, the London listed Indian metals and mining company, with a well-timed short term 
trade amidst the commodity rout. On the negative side select bonds were dragged down by overall market 
weakness, without any significant newsflow. Positions dragging the performance down were Isolux, the 
Spanish construction and concessions company, which is struggling to gain ground after corruption 
allegations as well as negative newsflow around its peer Abengoa, which shows no sign of abating. OAS 
Financial, another construction company, this time from Brazil, continues its bankruptcy proceedings. Indian 
engineering and defense services company Rolta; Global A&T, the Singapore based semiconductor and 
testing company; as well as Paternoster Holding, the financing vehicle of German elevator company Wittur, 
all drifted lower with the market weakness.  
 
How poor is market liquidity really? 
With bonds holding up as they are, there are valid questions about how much is really trading out there and 
how reflective the prices of market valuations are. While European High Yield is notoriously illiquid over the 
summer, it appears that this year it has been particularly poor. The average bid and offer spread being cited 
by dealer submitting quotes rose from just under 1 euro in 1H15 to an average of €1.1 in 3Q15 as reported 
by Credit Sights (see Graph 1). 
 
Graph 1: Bid offer spreads on European High Yield bonds 

 
 
Another display of declining liquidity are the trading volumes of different vintage bonds, i.e. bonds issued at 
different times in the past. Graph 2 below almost tells the full story: it only takes a few weeks for trading 
activity of newly issued corporate bonds not to just fade, but to almost disappear entirely. And even without 

  Portfolio Activity & Outlook 
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the ECB buying corporates, this phenomenon has become substantially more pronounced since the onset 
of €QE (March 2015), painting a grim picture of how liquidity has evolved in European credit. A simple 
conclusion from this is that for liquidity reasons one needs to keep up to date with new issues coming to the 
market and assign a generally higher proportion of the portfolio to new vintage bonds as well as bonds with 
generally higher issue sizes. 
 
Graph 2: Secondary trading activity of iBoxx benchmark corporate bonds 

 
 
Bid offer gaps of more than a point are either a sign of market stress ahead or a good reason to sit out and 
see where the market settles. With regards to the current episode in Europe, there are good reasons to 
believe that this crisis is not truly Europe bound and that it will rather provide good buying opportunities. As 
the technical picture improves for the rest of the year, it is very likely that credit spreads will compress 
through year-end. However, until we reach that point, there is some mark to market pain to be taken before. 
 
Fund PnL analysis – 71% is mtm loss, of which half is caused by 2 positions 
We run a rough analysis of our 2015 PnL after the May peak and it reveals that we have realised ca. 29% of 
our negative PnL since then, while 71% is a mark to market PnL which we are still carrying forward. Of the 
71% mtm PnL exactly half is caused by two positions, ABENGOA and ISOLUX with the other half being 
spread across 20 positions. Both Abengoa and Isolux are in the limelight after Abengoa’s faux pas with 
regards to market communication about its cashflow and liquidity. A hastily announced rights issue and 
silence for more than a month led to a rapid decline in its share and bond prices. Isolux with a similar 
company profile was dragged down as well. Abengoa is a company with significant size and presence in the 
renewable energy sector and we think that the company has various levers to pull in order to escape from 
this vicious circle. In order for that to happen the controlling family would need to give up some of their 
control, which they have been reluctant to do. Time is running out and we expect the family to face reality 
and commit to measures in order to strengthen Abengoa’s balance sheet rapidly.  
 
Light at the end of the tunnel 
The credit markets are admittedly facing difficult times, marred by a myriad of problems: Chinese growth is 
uncertain, emerging markets remain a risk, the Fed will eventually hike rates, credit yields remain extremely 
low and break-evens remain tiny. The good news is that the pace of Economic growth in Europe is expected 
to hold up despite the recent market turbulence. Past EUR weakness, loose fiscal policy and potentially 
even looser monetary policy with an expanded QE or even the inclusion of corporate debt in the ECB bond 
purchase program. After all improving growth and inflation should provide a fundamentally supportive 
backdrop for European credit. The chance of a Fed rate hike has been falling weekly. Together with all 
these uncertainties dominating at present, the most sensible thing to do is to stay small in risk until the 
market calms down, as anything else is not rewarding. As such, taking some mark to market pain is part of 
the process and timing the turning point during Q3/Q4 will be the next major task. 
 
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). 
  

Risk Report* 

Gross Summary Statistics 

Strategy Return since Jan 13 +9.50%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD 8.25% 

Return Since Launch -0.23% 

Annualised Volatility 6.78% 

Downside Deviation* 5.60% 

Skewness -0.79 

Kurtosis 4.35 

Min 1D Return -2.37% 

Max 1D Return +1.84% 

Max Drawdown -14.72% 

Sharpe Ratio** -0.03 

August 2015 
Return -0.48% 

Annualised Volatility 7.84% 

Skewness 0.18 

Kurtosis -0.63 

Min 1D Return -0.90% 

Max 1D Return 0.91% 

Max Drawdown -2.68% 

Correlation with S&P 500: 
1 Month 0.61 

3 Month 0.56 

All 0.38 
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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 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 inc idental 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 2015. 

Sectors Exposure 

1 Basic Materials 5.00% 

2 Communications 15.97% 

3 Consumer, Cyclical -1.10% 

4 Energy 1.27% 

5 Financial 14.96% 

6 Government -28.31% 

7 Industrial 17.64% 

8 Consumer, Non-cyclical 10.50% 

9 Technology 2.12% 

10 Itraxx xover s23 18.70% 

Portfolio Overview 

Top 10 Countries 
1  United Kingdom 25.37% 

2  Itraxx xover s23 18.70% 

3  Italy 8.81% 

4  Portugal 5.30% 

5  Netherlands 4.77% 

6 Spain 3.42% 

7 Ukraine 2.99% 

8 Brazil 2.98% 

9 Switzerland 2.52% 

10 India 2.28% 

Portfolio Duration 
Modified Duration -1.29 

  Credit 0.79 

   Bonds 2.08 

   Sovereign Futures -0.01 

   Corporate Derivatives -1.27 

  Interest Rates -2.08 

   Bonds 0.25 

   Sovereign  Futures -2.33 

  Corp Derivatives 0.00 

Top 10 Issuers 

1 MARKIT ITRX EUR XOVER 06/20 18.70% 

2 NOVO BANCO SA 5.30% 

3 ABENGOA SA 4.49% 

4 IMPERIAL TOBACCO FINANCE 4.45% 

5 BUPA FINANCE PLC 4.34% 

6 TELECOM ITALIA SPA 4.30% 

7 RENTOKIL INITIAL PLC 4.16% 

8 AT&T INC 4.16% 

9 VODAFONE GROUP PLC 4.13% 

10 FIAT CHRYSLER FINANCE EU 4.06% 

 Top 10 58.10% 

 Top 20 82.49% 

 Top 35 95.13% 

 Rest -38.38% 

Duration 
0 to 1 37.14% 

1 to 2 30.98% 

2 to 3 13.80% 

3 to 4 13.64% 

4 to 5 -20.45% 

5 to 6 -5.80% 

6 to 7 -7.18% 

7 to 8 -7.83% 

8 to 9 -10.31% 

-1 to 0 18.70% 

-5 to -4 4.49% 

31 to 32 0.62% 

33 to 34 0.19% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months 

to 
maturity 

> 24 
months 

to 
maturity 

0 to 4% 35.45% 26.75% -15.33% 

4 to 6% 0.00% 0.00% 7.42% 

6 to 8% 2.99% 0.00% 4.85% 

8 to 10% 0.35% 0.00% 7.78% 

> 10% 0.16% 3.66% -6.11% 

Ratings 
NR 0.31% BB+ 1.01% 

AAA -20.98% BB 1.23% 

AA+ -10.33% BB- 13.28% 

A 6.16% B+ 7.38% 

A- 10.08% B 15.65% 

BBB+ 10.28% B- 6.61% 

BBB 8.61% CCC+ 1.20% 

BBB- 4.86% CCC- 0.49% 
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