
           Altana Corporate Bond Fund UCITS 

                      Monthly Performance Report                   June 2016: -0.32% 

 

 

©2016 Private & Confidential | info@AltanaWealth.com | www.AltanaWealth.com  
Altana Wealth Ltd | 8 Pollen Street | London W1S 1NG | Tel: +44 (0) 20 7079 1080 | Authorised and regulated by the Financial Conduct Authority 
Altana Wealth SAM | 33 Avenue St Charles| Monaco 98000 | Tel: +377 97 70 56 36 | Authorised and regulated by the Commission de Contrôle des Activités Financières 

1 

 

Portfolio Manager & Chief Investment Officer: Lee Robinson   Joint - Portfolio Manager: Philip Crate  

NAV (since inception): 90.44                                                                                 Fund AUM: $28,585,843  

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. 

June  2016  Strategy statistics (June 2016) 
 ACBF BAML 

Global IG 
BAML            

Global HY 

 
Average annual return +0.52% 

Month return -0.32% +1.82% +1.08%  Return since inception +1.82% 

YTD +0.94% +6.40% +8.46%  Sharpe ratio since inception 
annualized 

0.09 

Annualised volatility 5.15% 3.02% 3.51%  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 +64% 

 

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%  

 
 

+1.82% 

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       +0.94%* 

*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 CLF 4.875 04/01/21 +34 1 PFDLN 6.5 03/15/21 REGS -29 

2 SOLSM 500 09/20 24A +8 2 BOPRLN 5.25 07/15/19 REGS -27 

3 AREVAF 3.875 09/23/16 EMTN +6 3 TCGLN 7.75 06/22/17 EMTN -22 

4 ISOLUX 6.625 04/15/21 REGS +5 4 CWCLN 8.625 03/25/19 -20 

5 WINDIM 7 04/23/21 REGS +5 5 COOPBK 5.125 09/20/17 EMTN -19 
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Portfolio Activity & Outlook 
 
Markets were understandably rattled by the UK’s unexpected vote to leave the EU, with GBP credit spreads 
widening considerably across both financial and nonfinancial sectors.  EUR financial and HY names also widened 
significantly on the month, whereas IG non-financials have been a mixed bag, with EUR denominated non-
financial names broadly unchanged/slightly tighter on the month thanks to the ECB corporate bond buying 
programme.  However the broader risk off move also helped drive the strong performance of government bonds ( 
UK gilts returned +6%, while Treasuries and other European bond markets were up between 1% and 3%) , which 
in turn helped cushion the return impact of much of the spread widening for longer duration assets.  Nonetheless, 
most HY names (with the exception of US HY) still posted negative returns for the month ranging from- 40bps for 
EUR denominated HY to -1.3% for GBP denominated HY.  Subordinated bank capital also had a torrid month with 
the broad based (all currency) Bank of America Contingent Capital Index posting a negative return of 1.6% for 
June.  Meanwhile, global equity markets had a tough month with most indices down anywhere between 5-15% in 
local currency terms – European banks (-18%) and peripheral markets (-9-15%) were the notable 
underperformers.  The S&P (+0.3%) and UK FTSE 100 (+5%) were the notable exceptions, although the latter 
was down 4% in dollar terms.   
 
The Altana Corporate Bond Fund posted a small negative total return for June (-32bps, including fees).  We 
believe that this is a creditable performance given:  (i) the spike in volatility witnessed immediately after the UK 
referendum result and the consequent widening in bid-offer spreads for most higher beta corporate bonds; and (ii) 
the absence of a duration “kicker” for the fund compared to our Global Investment Grade and High Yield 
benchmarks:  ACBF effective duration 0.09 years (net of credit shorts) versus 6.65 years and 4.1 years for the 
broader indices, respectively.  We proactively cut risk ahead of the UK referendum vote by reducing our long 
exposure and by increasing the size of the portfolio’s macro credit hedge. Many spreads had tightened 
aggressively expecting a remain vote and we believed that even if a remain vote occurred there was little further 
upside over the summer weeks. We believe that these actions helped mitigate the fund’s drawdown in June and 
helped dampen volatility (June annualised volatility: 3.07%).  
 
We believe that the near term outlook for risk markets remains challenging despite the fact that markets seemed 
to regain their composure relatively quickly after the initial Brexit inspired sell-off.  The first few trading days of July 
has seen a resumption of selling pressure for UK credits and subordinated bank bonds, while European equity 
markets have also fallen sharply over concerns about the economic outlook for the region.  The political vacuum 
in the UK (and the EU) together with negative headlines about the Italian banking sector’s non-performing loan 
situation has been the catalysts behind the renewed sell-off for risk.  While the technical picture remains arguably 
supportive for credit (e.g., high cash balances, moderate supply expected over the summer months and ongoing 
ECB CSPP buying), we nonetheless believe that credit (with the possible exception of EUR IG) will likely trade 
wider because of the continued political and economic uncertainty post the Brexit vote – the upcoming EU-wide 
bank stress tests due on 29 July* could also prove to be a negative catalyst for risk markets.  Potential 
redemptions - triggering forced selling by some funds - and poor market liquidity will also keep volatility elevated.  
We intend to remain conservatively positioned and will keep our powder dry for the right opportunities that we 
expect to emerge in illiquid markets over the upcoming summer lull.   
 
With regard to the individual bond performance, Cliffs 4.875% April 2021 was the standout positive contributor to 
the portfolio in June (+34bps).  The major catalyst behind this strong performance was the company’s 
announcement that it planned to undertake a USD$300mn rights offering to take out its 2018 dated bonds 
(USD$283.5mn outstanding).  Assuming the 2018s are repaid in full, the company will be able to extend its 
maturity profile debt maturity out to March 2020 (when a variety of unsecured and secured notes are due) and 
reduce its annual interest expenses by USD$17mn. We believe that this capital raise provides management with 
sufficient time and financial flexibility to continue its restructuring effort ahead of the next major debt maturities 
that fall due in March 2020, a clear positive for bondholders.   The other piece of good news for bondholders in 
June was that the company planned to restart its United Taconite mine two months earlier than previously 
expected (in August instead of October) due to additional business recently contracted with US Steel Canada.  
Given this new business, the company raised its 2016 sales volume guidance to 18mn long tons from 17.5mn 
tons – this will provide a boost to free cash flow generation this year.  While it is our intention to further reduce our 
exposure in Cliff’s unsecured bonds given their significant price gain this year, we added Cliff’s 1

st
 lien March 

2020 bonds to the portfolio at an attractive yield of c.8%. We believe that these bonds offer a very attractive return 
profile for securities that benefit from robust asset coverage (LTV c.54%) and which benefit from super senior 
status in the company’s capital structure.    
 
The other notable performer for the month was our short risk position in Sol Melia Hotels (+8bps), with CDS 
wider following management’s cautious Q2 outlook for its Americas operations.  The terrorist attack at Istanbul 
airport towards the end of the month also negatively affected sentiment towards the hotel sector.   We believe that 

mailto:info@AltanaWealth.com
http://www.altanawealth.com/


   

 
©2016 Private & Confidential | info@AltanaWealth.com | www.AltanaWealth.com  

Altana Wealth Ltd | 8 Pollen Street | London W1S 1NG | Tel: +44 (0) 20 7079 1080 | Authorised and regulated by the Financial Conduct Authority 

Altana Wealth SAM | 33 Avenue St Charles | Monaco 98000 | Tel: +377 97 70 56 36 | Authorised and regulated by the Commission de Contrôle des Activités Financières 
        3 

 

despite potential deliverability issues (the only “deliverable” bond in the event of a technical default is the July 
2016 bond) the CDS retains intrinsic hedge value because but there are loans outstanding guaranteed by Sol 
Melia that could also be an eligible instrument if CDS is triggered. We believe that there is little downside risk to 
holding a short risk position in the company’s 4-year CDS at current levels of +108bps, which largely discount this 
technical uncertainty, in our opinion. We believe that Sol Melia CDS would widen out significantly (+300bp) if the 
company issued a new bond as this would resolve this technical CDS deliverability issue.  
 
Isolux 6.625% April 2021 (+5bps positive contribution) is also worthy of mention. Towards the end of the month 
the company provided further details of its proposed financial restructuring.  The company has proposed to 
convert approximately €2bn of pre-restructured debt (including the €850mn of HY notes) into €550mn 5-year 
“sustainable debt” instruments which will pay a cash coupon of 3% in the first two years before the coupon steps 
up to 6% in the remaining 3-years of the life of the new instrument (in both loan and bond format).  The remainder 
of the pre-structured debt (€1.45bn) will be converted into a 5-year convertible debt like instrument that will pay a 
cash coupon of 1% in the final two years that the instrument remains outstanding.  Under the company’s 
proposals existing lenders will end up with c.90-95% (existing shareholders 5-10%) of the equity of the 
restructured business subject to some dilution depending on the extent of crystallisation of contingent liabilities. 
The company has recently received €50mn of new money from its banks and will receive another €150mn from 
them (already underwritten) before the end of July – this “new money “will rank “super senior” to the reinstated 
“sustainable debt”.  The plan also involves an option for bondholders and banks outside the core group to 
participate in the super senior tranche via €50mn of new money.  Isolux needs 75% creditor approval to get the 
restructuring passed by the Spanish courts (expected end-July) ahead of completing a debt exchange in October.  
We estimate a recovery value in the high 20s for the old 6.625% Isolux bonds based on our analysis. We intend to 
hold our position in Isolux for now given that we believe that the current market bid price of 15 understates the 
ultimate recovery potential for these bonds.          
 
The main detractors for the month are mostly UK names that sold off after the UK referendum result.  As 
mentioned previously, we proactively reduced the portfolio’s UK exposure over the course of the month (UK 
exposure fell by c.17% between May and June) but nonetheless we still incurred a negative return in June. We 
believe that we have retained a high quality, mostly short dated (concentrated in the 2016-19 maturity buckets) 
exposure to UK businesses with strong brand values, robust cash flows and with limited currency mismatch 
profiles (e.g. mostly sterling earners funding sterling denominated debt).  The full implications of the leave vote will 
only become fully apparent over time, but we see some immediate issues both from a general and specific point 
of view. In general terms, we see greater demand risk for discretionary spending segments but clothing and, to a 
lesser extent, food would still likely see downside in a recession scenario. More specifically, we see FX-driven 
increases in sourcing costs as a key risk for a number of names, although most have hedging or pass-through 
strategies in place which should at least defer the impact.  For example, on a rough estimate, we think $-priced 
commodities (e.g. corn, soya meal) account for c. 18% of Boparan’s total COGS, although the company 
purchases 100% of requirements three months forward and has pass-through agreements for c. 75% of poultry 
sales. We estimate a £6m (3.5% LTM EBITDA) annualised impact from a 5% decline in £/$ while the company 
argues that historically it has been able to pass-through raw material inflation on the basis of a consolidated 
poultry market and the fact that all producers face the same cost structure.  We believe that the current yield of 
7.5% for Boparan 5.25% July 2019 provides more than adequate compensating for potential future margin 
pressure from increased sourcing costs.   
 
Premier Foods 6.5% March 2021 was the largest detractor in June (-29bps). The company has said that it has 
just €50mn of sourcing costs and its €/£ exposure has been substantially hedged for the current financial year and 
thereafter they expect to pass on most additional sourcing costs to their customers.  We like the credit story here 
and we expect the company to continue to deliver operational and financial improvements in the year ahead.  It’s 
worth highlighting that Moody’s this week (5 July 2016) confirmed Premier’ s B2 credit rating and revised its 
outlook to stable from negative citing improvements in the company’s operational and financial performance in 
FY 2015/16, as well as their expectation that the company will be able to sustain these improvements.  
 
Thomas Cook 7.75% June 2017 was another notable detractor (-22bps) driven by concerns about the UK travel 
industry following the Brexit vote.  While we share some of these concerns we believe the reaction in the 
company’s short dated bonds was overdone and will take the opportunity to add at attractive yields of 4% for 
paper with less than 1-year to maturity.  This view is supported by the company’s strong liquidity position at 31 
March 2016: cash and equivalents £607mn, RCF and bonding lines £800mn and a new 2-year £150mn credit 
facility (£100mn drawn to finance the buyback of £100mn of the company’s 2017 notes) versus £200mn 
outstanding for the June 2017 bonds.   
 
C&W 8.625% March 2019 was a surprisingly large detractor (-20bps) given the fact that it has no exposure to the 
UK and is owned by Liberty Global, a large US based telecommunications company – a sterling depreciation is 
positive for this USD $ reporter. We believe that the C&W 2019 bonds are attractive at c.6.5% yield and will look 
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to add to our position in this name. We believe that Liberty might consider tendering for these high coupon legacy 
bonds (£146.7mn outstanding) at some point in the not too distant future. Any tender will need to be done a 
decent premium to current market levels, in our opinion.    
 
Our exposure to UK financials is relatively small with holdings in senior bonds for Co-Op Bank 5.125% 
September 2017 and Jerrold holdings 9.75% September 2018 (bonds par call September 2017).  We are 
comfortable holding the short dated Co-Op senior bonds at a 10% yield given its short maturity and support 
afforded by the Bank of England’s decision to give the bank more time to meet its new bank capital requirements 
(the deadline for meeting the new capital ratio target is beyond the maturity of September 2017 bonds).  We are 
equally comfortable holding Jerrold, a specialist UK secured lender.  Jerrold benefits from a robust capital position 
and its bonds are supported by a conservative LTV profile for the total loan portfolio (borrower group: 58.6% at 
end March 2016). The group estimates that a 20% fall in UK property values would result in additional exposure to 
negative equity of £21.5mn. However, the group is currently carrying excess provisions of £10.6mn so the net 
impact would be £9.9mn. This is manageable when viewed against shareholder reserves of £558.3mn at end 
March 2016. We believe that Jerrold’s bonds are attractive on a yield of 7.2% (to the September 2017 par call).  
 
As previously communicated, this fund has a new and highly experienced team with over 50 years credit trading 
between Phil and myself. We set out to produce a lower risk, steady return profile. 3 of the first 6 months have 
been very volatile for credit markets giving us an immediate test yet our returns have had very low volatility. This 
has led to small inflows from clients and given us confidence to go out and more actively market the fund. We 
have a new presentation and are happy to discuss this in more detail with those of you interested. 
 
We thank our investors for your continued support. 

Written by Lee Robinson & Philip Crate  

* The EU-wide stress test will be conducted on a sample of 51 EU banks covering 70% of the banking sector in 
the EU and will be run at the highest level of consolidation. The process for running the exercise will involve close 
cooperation between the EBA and the CAs (including the Single Supervisory Mechanism – SSM), the European 
Central Bank (ECB), the European Systemic Risk Board (ESRB) and the European Commission (EC). 
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Risk Report* 

 

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

ACBF UCITS 

Annualised Volatility +6.07% 

Downside Deviation* +5.26% 

Skewness -0.62 

Kurtosis 5.15 

Min 1D Return -1.99% 

Max 1D Return +1.75% 

Max Drawdown -14.78% 

June 2016 

Annualised Volatility +3.07% 

Skewness -0.87 

Kurtosis 0.96 

Min 1D Return -0.44% 

Max 1D Return 0.35% 

Max Drawdown -0.92% 

Sharpe Ratio ** -0.39 

Correlation with S&P 500: 
1 Month +0.60 

3 Month +0.48 

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 9.58% 6 Financial 4.12% 

2 Communications 16.27% 7 Industrial 6.63% 

3 Consumer, Cyclical 13.58% 8 Consumer, Non-cyclical 6.56% 

4 Diversified 1.54% 9 Utilities -1.58% 

5 Energy 0.79% 10 SNRFIN -7.63% 

 

Top Ten Countries Top Issuers 

1 United Kingdom 28.85% 1 SPRINT COMMUNICATIONS 3.77% 

2 United States 16.12% 2 GLENCORE FUNDING LLC 3.70% 

3 Italy 5.98% 3 FMS WERTMANAGEMENT 3.69% 

4 Switzerland 4.75% 4 IMPERIAL BRANDS FINANCE 3.00% 

5 France 3.95% 5 FINANCIERE QUICK SAS 2.61% 

6 Canada 1.82% 6 CLIFFS NATURAL RESOURCES 2.56% 

7 Luxembourg 1.72% 7 HEATHROW FUNDING LTD 2.31% 

8 Netherlands 0.93% 8 VIRIDIAN GROUP FUNDCO II 2.24% 

9 India 0.88% 9 ASTON MARTIN CAPITAL LTD 2.14% 

10 Colombia 0.14% 10 WIND ACQUISITION FIN SA 2.10% 

  Top 10 28.12% 

 Top 20 47.11% 

 Top 35 61.42% 

 Rest -7.88% 

 

Duration Portfolio Duration 

0 to 1 42.48% Modified Duration 0.04 

1 to 2 30.80%  Credit -0.05 

2 to 3 14.56%   Bonds 1.28 

3 to 4 12.27%   Sovereign Futures 0.00 

4 to 5 -33.02%   Corporate Derivatives -1.33 

-5 to -4 5.73%  Interest Rates 0.09 

    Bonds 0.00 

    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% 0.31% 0.32% 0.15% AAA 3.69% B+ 13.33% 

4 to 6% 0.09% 0.09% 0.51% A+ 1.32% B 13.65% 

6 to 8% 0.08% 0.30% 0.67% A- 1.99% B- 6.62% 

8 to 10% 0.00% 0.00% 0.26% BBB+ 3.51% CCC- 1.07% 

>10% 0.00% 0.18% 0.81% BBB 9.31% CC 0.34% 

WAY (Weighted average yield):   +4.00% BBB- 16.30% C 0.14% 

    BB+ 3.41% NR 0.21% 

  BB 3.90% NR -8.60% 

BB- 2.62%   
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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 July 2016. 
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