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

NAV (since inception): 93.79                                                                                 Fund AUM: €28,036,236 

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. 

November 2016  Strategy statistics (November 2016) 
 ACBF BAML 

Global IG 
BAML            

Global HY 

 
Average annual return +1.40% 

Month return +0.95% -2.11% -0.63%  Return since inception +5.59% 

YTD +4.68% +5.03% +13.78%  Sharpe ratio since inception 
annualized 

0.27 

Annualised volatility 4.89% 3.05% 3.47%  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%  

 
 

+5.59% 

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% +1.39% +0.89% -0.38% +0.80% +0.95  +4.68%* 

*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 QUIBB 0 04/15/19 REGs 15 1 NXTLN 100 12/21 9LA -4 

2 BBDBCN 5.5 09/15/18 REGS 9 2 CAR 4.125 11/15/24 REGS -2 

3 ISOLUX 6.625 04/15/21 REGS 8 3 WINDIM 7 04/23/21 REGS -2 

4 NEWLOK 6.5 07/01/22 REGS 8 4 RBS 5.5 11/29/49* -1 

5 NYRBB 8.5 09/15/19 REGS 8 5 ABGSM 5.5 10/01/19 REGS -1 
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Portfolio Activity & Outlook 
 
In years to come markets may well look back at the month just passed as one of the most pivotal in recent memory.  
Last month’s US election sparked a huge divergence across asset classes and also between developed and emerging 
markets.  Most memorable of all moves perhaps last month was the significant repricing across global yield curves with 
yields spiking higher on the prospect of fiscal stimulus under President-elect Trump. Indeed in total return terms US 
Treasuries were -3% while Spanish Bonds and BTP's returned -2% and Bunds and Gilts returned -1%.  However returns 
for European assets were boosted by a -4% decline for the Euro.  In fact in dollar terms then Bunds (-4%), BTP's (-5%) 
and Spanish Bonds (-6%) were a lot weaker.  Interestingly Gilts (+1%) outperformed with Sterling bouncing back +2% 
perhaps reflecting the fact that Brexit concerns became somewhat overshadowed.  Meanwhile, EM bonds (-8%) had 
their worst month of 2016 with Latam (-7%) in particular selling off sharply.  Understandably then credit markets had a 
difficult month given the moves for rates. European fins, non-fins and HY returned anywhere from -4% to -5% in dollar 
terms while US credit markets were down anywhere from -1% to -3% with HY outperforming.  
 
With these volatile trading conditions in mind, we are very pleased to report a positive total net return of 95 bps for the 
Altana UCITS Corporate Bond Fund (“ABCF”) for November. This compares with a negative total return of 2.1% for 
the BAML Global High Grade Index (GOBC) and a negative total return of 63bps for BAML’s Global High Yield Index 
(HW00).  Meanwhile, BAML’s European High Yield Index (HE00) registered a negative total return of 93bps for the 
month.  As we have highlighted previously ACBF’s investment strategy is focused on short duration assets (average 
long credit duration 1.5 years) compared to the longer duration profiles for both GOBC (6.5-years) and HWOO (4.1 
years).  We underperformed these broader benchmarks earlier this year when total returns were boosted by the strong 
performance of the underlying government bond markets.  Conversely, we have outperformed these longer duration 
benchmarks since the end of September with the rout in government bond markets gathering pace. This demonstrates 
that we generate Alpha by careful credit selection in both secondary and primary markets, rather than attempting to 
bolster our total returns by running a longer duration profile via the primary market only.  The latter strategy being forced 
upon larger bond funds in recent years. We believe that ACBF is well placed to outperform longer duration strategies in 
the year ahead given our shorter duration and unconstrained bias at a time when US government benchmark yields are 
expected to widen further with the new Trump administration pursuing expansionary fiscal policies, while yields in 
Europe have probably past their low point and will continue to push upwards with the ECB expected to start – or at least 
to signal - tapering sometime next year.   
 
ABCF’s year to date performance of +4.68% (net) compares very favourably with our peer group for UCITS absolute 
return credit strategies.  According to latest data compiled by Exane Derivatives the average return for European 
long/short credit is +0.9% up to the period ending 5 December, with most UCITS credit funds reporting a negative return 
for November.  We believe that this performance data illustrates the alpha being generated by ACBF.  Finally, it’s also 
worth highlighting that ACBF has managed to achieve this outperformance without running with excessive levels of risk.  
According to data compiled by Bloomberg, ACBF’s volatility is running at 2.3%, based on the past 12 month reporting 
period, compared to more than 3.3% for other absolute return credit strategies. ACBF’s volatility for calendar year 2016 
is currently running lower still at close to 2%.    
 
As we enter the final straight of 2016, market attention is focused on the upcoming ECB and FED December meetings.  
With the market pricing in a near certainty that the FED will hike later this month, the ECB meeting is perhaps the more 
important event of the two to dictate the near term direction of markets, in our opinion.  Risk markets seem to be of the 
opinion that the ECB will signal an extension of its asset purchase programme, which is currently running at €80bn per 
month and is scheduled to end in March next year.  However, there is some uncertainty relating to the future size of the 
programme beyond the end of March 2017 - will it be maintained at €80bn per month or will it be reduced - and whether 
the ECB might formally signal after its next policy meeting that the programme will eventually end.  A negative surprise 
on either count is likely to lead to higher yields for European government bond yields (with negative implications for 
investment grade and longer dated BB high yield credit), in our opinion.  Meanwhile, the Italian referendum result was a 
significant loss for the outgoing Premier Renzi and the margin of defeat (~60:40) was a far worse outcome than was 
expected (even though a ‘No’ was expected). Clearly, at this stage there is a high degree of uncertainty as to what new 
Italian political landscape will look like (i.e. who will be the next PM, when will the next elections be held?).  The Italian 
banks are therefore likely to remain under the spotlight regarding the achievability of their capital raising plans, although 
surprisingly the equity and debt market reaction thus far seems to be more sanguine than one would have expected.  
We believe that Monte dei Paschi could find it harder to raise the necessary equity capital it needs from the private 
sector to avoid a possible bail-in of subordinated debt holders to bolster its core capital.  Negative headlines on a 
possible bail-in for Italian bank subordinated bond creditors would undoubtedly unnerve markets in the run up to year-
end when markets are typically less liquid and more volatile.  We added to our short risk position on European bank 
senior credit last month by purchasing additional credit default swap protection (“CDS”).   We believe that this was a 
prudent move given the uncertain situation for the Italian banks.  Meanwhile, we added more mining sector exposure 
following the Trump election victory.  Specifically we acquired some First Quantum Minerals February 2020s (FQM) 
on a yield of over 8% (current yield: 6.75%).  We believe that FQM, a leading Canadian-based copper producer, stands 
to benefit from Trump’s planned increase in infrastructure spending.  This spending programme should boost demand 
for commodities like copper, iron ore and coal.   The markets seem to agree with our conclusions with base metals 
outperforming in November:  Copper was the standout performer posting a 19% gain for the month. 
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Overall, we believe that we are well positioned to benefit from any near-term spike in volatility for credit given our 
conservative investment profile and high cash balances.  It is clear that 2017 will be a harder year to generate 
meaningful returns from pursuing an outright long strategy for longer duration assets given the less benign outlook for 
core government bond markets.  Smaller funds like ACBF that manage a balanced long/short credit strategy, with a 
short duration bias, should outperform their larger long-only brethren in this environment.  Furthermore, we believe that 
the larger credit funds will be disproportionately affected by the ever decreasing number of banks willing to provide 
liquidity in the size they need particularly for high beta sectors like European bank capital and high yield.   This could be 
painful for the larger credit funds next year when volatility is expected to pick up with the Dutch, French and Germans all 
going to the polls. Meanwhile, expect more Brexit headlines to hit the taps early next year.  All of these developments 
have the potential to move markets.  Smaller funds like ACBF will be able to trade around their positions, the larger 
funds won’t. 
 
Now let’s turn to the notable individual winners and losers for the month.  QUIBB April 2019 FRNs (Quick) was once 

again at the top of the leader board (+15bps) following the release of better than expected Q316 results reported at the 
end of November.  Third quarter EBITDA of €16.1mn easily beat consensus forecasts of €14.8mn, with improved 
efficiencies and a lower than expected fall in like-for-like sales helping to boost earnings.  Management’s comment on 
the Burger King store conversion programme was positive leading us to expect that management could upgrade their 
revenue guidance for new store conversions when they report full year results early next year.  Nonetheless, we took 
the opportunity to monetise some of the healthy gains in the Quick bond price following its 12 point rally since the end of 
September.  Bombardier 5.5% September 2018 is another notable contributor (+9bps) following a refinancing of its 
USD$1.4bn of bond maturities due in 2018.  The company will refinance these 2018 bonds on a “make-whole” (MW) 
basis and plans to redeem them later this month at Treasuries plus 50bps; this currently works out about 5 points above 
pre-announcement secondary levels based on the current price for 2-year Treasuries.  While it is somewhat surprising 
that the company elected to invoke the expensive MW clause given its current strong liquidity position (c.USD4.4bn of 
liquidity as of 3Q16), the refinancing removes a possible refinancing “hump” of USD1.4bn in 2018,  and it now faces a 
more manageable bond refinancing schedule of USD600mn and USD850mn due in 2019 and 2020, respectively.  We 
elected to participate in the company’s new 5-year USD bond that was priced to yield 9% to maturity.  We believe that 
these new notes are attractively priced versus the similar dated € denominated bonds (currency adjusted yield pick-up 
of c.150bps).    
 
Isolux 6.625% April 2021 posted a positive contribution of +8bps.  This followed recent stories in the Spanish media 
linking Chinese conglomerate HNA with a €1.6bn bid for the Spanish engineering and construction group.  The company 
is presently undergoing a financial restructuring that involves a 70% debt haircut for existing bond and loan creditors.  
We think that the current bond price around the low 20s underestimates the potential recovery value in the pre-
restructured bonds.  We estimate a potential recovery of around mid-50s for this debt.  The reported bid interest implies 
a similar recovery level to our own estimates. We will continue to closely monitor the situation with a view to exiting this 
small non-core position in due course.   New Look 6.5% July 2022 was another notable performer for the month with a 

positive contribution of +8bps following disappointing (as expected) H1 results (26 weeks to 24 September 2016) but 
management provided an improved outlook that supported New Look bonds following the earnings release.  As 
expected the Q2 results were weak with both revenue and EBITDA materially lower year-on-year, with management 
citing poor weather, tough trading conditions in the UK, changing consumer buying patterns and missed product 
opportunities.  On the results conference call, management remarked that the unsatisfactory performance was mainly 
due to the Ladies wear range.  However, they gave assurances that the necessary steps have been taken to improve 
performance (including, more local sourcing) and offset future FX headwinds (the company’s USD exposure is fully 
hedged for FY2016/17).  Recent trading was said to have registered an improving q-o-q trend.  This comment is 
consistent with recent trends for UK consumer spending with the ONS reporting that overall UK retail sales grew by 
7.6% in October (ex-fuel), the biggest print since April 2002, with the clothing segment delivery a solid +3.7%.   We 
continue to view New Look as one of the best managed retail operations in the UK, with the medium term credit profile 
supported by international expansion, a growing e-commerce business, and a solid liquidity position (cash on balance 
sheet of GBP109mn plus an undrawn GBP 100mn revolving credit facility).    We are happy to hold New Look senior 
secured notes (leverage c.3.7x at this point of the capital structure) on a yield over 7.5%, but would consider exiting our 
exposure should bonds trade inside this level.  Nyrstar 8.5% September 2019 also posted a positive contribution to 
ACBF’s performance in November (+8bps).  While company specific news flow was limited to confirmation that the 
company had closed the sale of the El Toqui mine for USD25mn plus potential profit participation, the credit found 
continued support in firmer zinc prices.  In this regard, management has announced that it has increased hedges to lock 
in current high zinc prices for all expected zinc volumes from the processing segment for Q117 and that it has hedged 
c.70% of its zinc volumes for Q217.  We think that this move is a sensible step to lock in current high zinc prices and will 
provide the market with some transparency for the outlook for the processing segment’s earnings over the next couple 
of quarters.  Furthermore, we are comforted by the company’s pro-forma total liquidity position of €480mn.  We believe 
that this should be more than sufficient to meet expected cash burn ahead of production ramping up at the Port Pirie 
development due by end-2017.  The company has confirmed that once fully operational Port Pirie will contribute c. 
€80mn to group EBITDA, with the impact estimated at c. €20mn for FY 2017 as production ramps up (FY 2016 group 

EBITDA estimate: €190mn).           
 
The most noteworthy underperformer for the month relates to a short risk position for Next 5-year CDS.  The position 
made a negative contribution of c.4bps despite the company providing a weak 3Q17 trading update (for the period 
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ending 31
 
October 2016).  The company also narrowed profit guidance towards the bottom end of the previous range.  

Full-price brand sales were worse than expected and fell 3.5% (expected -2%), driven by Retail decline of 5.9% 
(expected -6%) and flat Directory (expected +3%).   August full-price sales were down 7% due to a much larger end-of-
season Sale in July, September declined 5.1% on tough comps, and October improved to +1.3% on easier comps. Next 
revised down its FY sales guidance range to -1.75% to 1.25% (from -2.5% to 2.5%), and PBT target to £785m-£825m 
(from £775m-£845m).   The market instead focused on the more constructive UK consumer spending data for October; 
Next’s CDS spread narrowed by c.15bps over the course of the month.  We believe that a short position in Next remains 
an attractive low cost macro hedge (+115bps) against our exposure to UK high yield consumer related names (average 
carry c.600bps).  
 
We would like to thank all our investors for their kind support in 2016.  We would also like to take this opportunity to 
extend our best wishes to everyone for the upcoming holiday season and wish everyone a successful and prosperous 
2017.   
 
Written by Lee Robinson & Philip Crate  

 

Risk Report* 

 

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

ACBF UCITS 
Annualised 
Volatility 

+5.59% 

Downside 
Deviation* 

+5.09% 

Skewness -0.73 

Kurtosis 6.54 

Min 1D Return -1.99% 

Max 1D Return +1.75% 

Max Drawdown -14.78% 

November 2016 
Annualised 
Volatility 

+1.73% 

Skewness 0.88 

Kurtosis -2.23 

Min 1D Return -0.13% 

Max 1D Return 0.36% 

Max Drawdown -0.38% 

Sharpe Ratio ** 1.88 

Correlation with S&P 500: 
1 Month +0.17 

3 Month -0.06 

All +0.26 

 
 
 

 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 Financial  7.46% 6 Communications 18.92% 

2 Consumer, Non-cyclical  3.69% 7 SNRFIN -11.09% 

3 Consumer, Cyclical 15.59% 8 Energy 1.97% 

4 Industrial Energy 9.02% 9 Utilities 2.20% 

5 Basic Materials 15.44%    

      

 

Top Ten Countries Top Issuers 

1 United Kingdom 30.45% 1 BOMBARDIER INC 4.93% 

2 United States 23.27% 2 CLIFFS NATURAL RESOURCES 4.13% 

3 Canada  6.88% 3 VEDANTA RESOURCES PLC 3.78% 

4 Italy  4.30% 4 SPRINT SPECTRUM / SPEC I 3.52% 

5 France  3.96% 5 ENTERPRISE INNS PLC 3.44% 

6 India 3.78% 6 CO-OPERATIVE BANK PLC 3.31% 

7 Luxembourg 2.13% 7 THOMAS COOK GROUP PLC 3.08% 

8 Netherlands 2.00% 8 JAGUAR LAND ROVER AUTOMO 2.92% 

9 Romania 1.15% 9 PREMIER FOODS FINANCE 2.24% 

10 Brazil 0.09% 10 VIRIDIAN GROUP FUNDCO II 2.20% 

  Top 10 33.55% 

 Top 20 54.34% 

 Top 35 70.77% 

 Rest -7.56% 

 

Duration Portfolio Duration 

0 to 1 33.34% Modified Duration 0.47 

1 to 2 27.94%  Credit 0.18 

2 to 3 19.39%   Bonds 1.64 

3 to 4 15.47%   Sovereign Futures 0.00 

4 to 5 -24.17%   Corporate Derivatives -1.46 

5 to 6 -3.70%  Interest Rates 0.29 

6 to 7 0.90%   Bonds 0.29 

13 to 14  0.92%    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% 0.35% 0.22% 0.35% BBB 9.61% NR -23.78% 

4 to 6% 0.16% 0.09% 1.02% BBB- 5.25% NR 46.46% 

6 to 8% 0.00% 0.18% 1.22% BB- 5.58%   

8 to 10% 0.00% 0.00% 0.35% B+ 9.44%   

>10% 0.46% 0.00% 0.21% B 17.14%   

WAY (Weighted average yield):   +4.30% C 0.40%   
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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 December 2016. 
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