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

NAV (since inception): 90.39                                                                                 Fund AUM: $27,775,568  

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. 

March 2016  Strategy statistics (March 2016) 
 ACBF BAML 

Global IG 
BAML            

Global HY 

 
Average annual return +0.54% 

Month return +1.62% +2.26% +4.31%  Return since inception +1.76% 

YTD +0.88% +3.31% +3.16%  Sharpe ratio since inception 
annualized 

0.09 

Annualised volatility 5.32% 3.05% 3.42%  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%  

 
 

+1.76% 

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%          +0.88%* 

*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 PREMIER FOODS FINANCE 6.500 15 Mar 21 +33 1 CDS MELIA HOTELS INTL SA 20 Sep 2020  -18 

2 CLIFFS NATURAL RESOURCES 4.875  

01 Apr 21 
+31 2 CDSI MARKIT ITRX EUR SNR FIN 12/20 DEFAULT 

SWAP 20 DEC 20 
-16 

3 GRP ISOLUX CORSAN FIN BV EURO  6.625          
15 Apr 21 

+30 3 CDS TATE & LYLE INTL FIN PLC                               
20 Jun 2021 

-6 

4 Nyrstar Netherlands Hold EURO  8.500  

15 Sep 19 
+13 4 ABENGOA GREENFIELD SA EURO  5.500               

01 Oct 19 
-3 

5 FINANCIERE QUICK SAS EURO  5.078  

15 Apr 19 
+13 5 THOMAS COOK FINANCE PLC EURO  7.750          

15 Jun 20 
-2 
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Portfolio Activity & Outlook 
  
So after one of the worst Januarys in recent memory and a volatile but still difficult month for risk in February, the month of 
March saw a significant rebound for the vast majority of risk assets with positive momentum a feature right up until month end. 
European credit markets received a strong boost from the surprise ECB announcement that the scope of its asset purchase 
programme would be widened to include non-bank investment grade corporate bonds. Returns for credit markets were positive 
with the lower end of the quality spectrum relatively outperforming with renewed investor appetite for higher yielding credit 
bonds. We are pleased to report a strong March monthly performance, with gains posted across most of our portfolio with 
performance detractors concentrated in portfolio credit hedges.     

The best performer for March was Premier Foods 6.5% March 2021 with a +33bps contribution to fund performance. 
Premier’s bond price increased by around 8 points following confirmation from the company that McCormick (A2/A- rated) had 
previously made two unsuccessful bids for the company. The Premier board has made it clear that they would prefer to remain 
independent and to this end it has announced plans to create a strategic partnership with Nissin Foods of Japan – an unrated 
Japanese food company with a market cap of c.$5.5bn equivalent, with solid investment grade credit metrics. McCormick has 
subsequently made a third bid for the company which the Premier board has also rejected as inadequate. From a credit 
perspective a takeover by McCormick would be very positive for Premier bonds (McCormick is rated 6 credit notches above 
Premier). We calculate that the Premier bond price could benefit by up to a further 5 points should a McCormick takeover be 
successful. However, Nissin’s 19.9% shareholding could represent a stumbling block to any further McCormick interest in the 
company and there is a growing risk that it might walk away from Premier. Under such a scenario the Premier bond price could 
fall by c.3-5 points mitigated by the market likely factoring in an eventual full Nissin takeover and increased EBITDA from the 
joint venture. We think the upside/downside risks for Premier remains balanced near term, but we continue to be constructive 
towards the Premier credit given its longer term upside potential with or without a successful McCormick bid. 

Another strong performer for the month was Cliffs Natural Resources 4.875% April 2021 with an overall contribution of 
+31bps to fund performance. The recent spike in iron ore prices has led to a strong performance for both the company’s equity  
and bond price. This follows the latest bond exchange programme completed towards the end of February which reduced the 
company’s debt pile by $293m and lowered its annual interest bill by approx. $14m. As mentioned previously this is a non-core 
position we wanted to exit and we took the opportunity to monetise some profit during the course of the month and we reduced 
our exposure in Cliffs by c.25%. Whilst the company appears to continue to make good progress in its restructuring, it remains 
highly exposed to the direction of iron ore prices. In this regard, we are concerned that the recent run-up in iron ore prices might 
prove to be unsustainable. Cliffs bonds come under renewed downward pressure if the iron ore price retraces most of its recent 
gains.  

Isolux 6.625% April 2021 was another major contributor to fund performance in March. The bond price was supported by 
reports that US private equity giant Cerberus had entered the bidding process for Isolux’s solar energy unit, which is valued  at 
€150mn plus €600mn of debt. Progress on the disposals front would greatly reduce the risk of a credit event in the near term, in 
our view. Another supportive development for Isolux was the continued progress made by Abengoa with its creditors, which 
should greatly reduce the risk of a disorderly insolvency in the near term. We took the opportunity to monetise some of the 
monthly gain and pared our position in the credit, whilst retaining some upside potential from progress on the disposals front.  

The main standout detractors for March performance were our short risk 5-year credit derivative positions in Melia Hotels (c.-
18bps) and in the European Senior Bank CDS index contract (-16bps). Melia surprised the market towards the end of March 
by announcing that it planned to redeem its convertible bonds ahead of the 2018 maturity date. CDS tightened on the back of 
this announcement because of concerns over “deliverability” issues with the converts being redeemed early. We think these 
concerns are overdone given the existence of public bonds maturity in July 2016 and longer dated senior bank debt that could 
be “deliverable” if CDS where triggered. Moreover, we believe that the company will be keen to access the public markets for 
longer dated debt sometime in 2016. Melia CDS will widen on any new issue announcement as this will remove the 
deliverability issue, in our opinion. We decided to take-off our senior bank CDS hedge in the aftermath of the ECB 
announcement on the expectation that we could reset this macro hedge at a more attractive level in the future. 

As we mentioned in our last newsletter opportunities in the secondary market are rather thin on the ground at the moment 
given relatively high capital deployment in secondary with the dearth of new issuance of higher yielding corporate bonds. There 
are signs that the new issue pipeline is stirring and this should lead to more opportunities emerging in the secondary market as 
risk capital is deployed towards new issues. With a relatively large percentage of the portfolio invested in short dated 
investment grade bonds we will have capital to deploy when the “right” opportunities emerge to generate alpha for our 
investors.  

After thoughtful consideration we have decided to change our benchmark comparisons to the Bank of America Merrill Lynch 
(“BAML”) global indices. The BAML indices are a more widely used benchmark and better reflect the underlying global strategy 
of the fund. 

 
Written by Lee Robinson.  
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Risk Report* 

 

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

ACBF UCITS 

Annualised Volatility +6.42% 

Downside 
Deviation* 

+5.41% 

Skewness -0.57 

Kurtosis 4.37 

Min 1D Return -1.99% 

Max 1D Return +1.75% 

Max Drawdown -14.78% 

March 2016 

Annualised Volatility +1.57% 

Skewness +1.45 

Kurtosis 2.84 

Min 1D Return -0.04% 

Max 1D Return 0.38% 

Max Drawdown -0.07% 

Sharpe Ratio ** 3.60 

Correlation with S&P 500: 
1 Month +0.47 

3 Month +0.20 

All +0.27 

 
 
 
 
 
 
 
 
 

 ACBF UCITS - Strategy 

 
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 16.24% 6 Financial 2.75% 

2 Communications 17.04% 7 Industrial 6.61% 

3 Consumer, Cyclical 19.35% 8 Consumer, Non-cyclical 10.04% 

4 Diversified 1.73% 9 Utilities -0.73% 

5 Energy 4.98%    

 

Top Ten Countries Top Issuers 

1 United Kingdom 42.56% 1 IMPERIAL BRANDS FINANCE 4.13% 

2 United States 11.63% 2 PREMIER FOODS FINANCE 4.01% 

3 Russia 6.27% 3 VEDANTA RESOURCES PLC 3.98% 

4 France 5.07% 4 ANGLO AMERICAN CAPITAL 3.95% 

5 Switzerland, France 4.20 5 WILLIAM HILL PLC 3.76% 

6 India 3.98% 6 VIRIDIAN GROUP FUNDCO II 3.45% 

7 Italy 3.71% 7 GAZPROM (GAZ CAPITAL SA) 3.29% 

8 Netherlands 2.35% 8 SPRINT COMMUNICATIONS  3.29% 

9 Luxembourg 2.15% 9 GLENCORE FUNDING LLC 3.09% 

10 Greece 1.70% 10 FINANCIERE QUICK SAS 2.89% 

  Top 10 35.94% 

 Top 20 58.85% 

 Top 35 73.85% 

 Rest 3.85% 

 

Duration Portfolio Duration 

0 to 1 51.48% Modified Duration 0.36 

1 to 2 19.99%  Credit 0.24 

2 to 3 21.27%   Bonds 1.13 

3 to 4 5.05%   Sovereign Futures 0.00 

4 to 5 -13.81%   Corporate Derivatives -0.89 

5 to 6 -4.18%  Interest Rates 0.12 

    Bonds 0.12 

    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% 35.80 % 10.61% 11.51% NR 0.14% BB- 2.40% 

4 to 6% 0.00% 3.67% 19.53% A 1.09% B+ 15.33% 

6 to 8% 4.69% 0.00% 2.51% A- 4.99% B 12.51% 

8 to 10% 3.98% 0.00% 0.00% BBB+ 4.67% B- 5.35% 

>10% 0.00% 0.00% -12.07% BBB 10.45% C 0.19% 

WAY (Weighted average yield):   5% BBB- 16.02% CCC- 0.24% 

    BB+ 10.18% D 0.11% 

  BB 11.45% CC 0.58% 
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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 April 2016. 
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