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

NAV (since inception): 92.91                                                                                 Fund AUM: €26,707,040 

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. 

October 2016  Strategy statistics (October 2016) 
 ACBF BAML 

Global IG 
BAML            

Global HY 

 
Average annual return +1.18% 

Month return +0.80 % -0.93% +0.40%  Return since inception +4.60% 

YTD +3.69% +7.29% +14.50%  Sharpe ratio since inception 
annualized 

0.23 

Annualised volatility 4.94% 3.01% 3.44%  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 +63% 

 

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%  

 
 

+4.60% 

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%   +3.69%* 

*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 28 1 COOPBK 5.125 09/20/17 EMTN -4 

2 MANTEN 8.5 08/01/20 REGS 17 2 OASSBZ 8 07/02/21 REGS -4 

3 SPRNTS 3.36 09/20/21 REGS 8 3 PFDLN 6.5 03/15/21 REGS -3 

4 CLF 8 09/30/20 144A 7 4 GFKLDE 8.5 11/01/22 REGS -3 

5 GLENLN 2.125 04/16/18 REGS 5 5 ITRX 100 12/21 -2 
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Portfolio Activity & Outlook 
 
For the most part October will likely be remembered as the month where 'Hard Brexit' concerns well and truly jumped 
into the spotlight and GBP related assets suffered as a result. Politics was a fairly consistent theme during the month 
however with the US Presidential Election campaign also attracting plenty of attention. Earnings season has provided 
another distraction for markets while we've also had the usual focus on central banks including a number of speculative 
ECB stories. Add to that the ongoing OPEC related news and it's certainly made for a busy October.   
 
We are pleased to report that the Altana UCITS Corporate Bond Fund (“ABCF”) generated a positive net return of 
80bps for October, taking the YTD net return to 3.69%.  We believe that this is a decent performance for a month that 
saw EUR, GBP and USD investment grade total returns broadly negative due to the sell-off in underlying Government 
bond markets.  Meanwhile, total returns for high yield was more mixed with EUR high yield outperforming its GBP (flat) 
and USD counterparts (-0.1%, though US high yield is still the “star” performer for credit with a YTD total return of 
+13.7%) thanks to a tightening in credit spreads to their YTD tights. This more than offset the selloff in European core 
government bond markets. 
 
“Hard Brexit” concerns really took its toll on sterling assets. Unsurprisingly the negative news flow had a big impact on 
the currency with Sterling dropping -6% during the month from around $1.30 to the low $1.20's. Negative sentiment also 
hurt Gilts which in local currency terms dropped -4% however in USD hedged terms plummeted -10% and the most 
amongst the assets in our sample. It was a similar story for UK equities which were up 1% in local terms but -5% in USD 
terms. Given the moves for Gilts, Sterling credit also had a poor total return month despite the BoE purchasing scheme 
impressing with the initial pace of purchases in October. Indeed GBP corps, non-fins and fins were -8% to -9% in USD 
total return terms (and -2-4% in local currency terms) although GBP high yield (0% local and -6% USD terms) did 
outperform. 
  
It wasn't just Gilts which suffered in bond markets however. With markets also reassessing inflation expectations, in 
USD terms BTP's (-5%), EU Sovereigns (-4%), Bunds (-4%) and Spanish Bonds (-4%) all suffered. BTPs being also hit 
as the polls leaned slightly towards a rejection of the senate reform referendum in early December. Treasuries (-1%) 
outperformed but were still weaker during the month. Those moves had another obvious knock on in credit markets too 
although performance was reasonably resilient despite the rates selloff. US credit outperformed with indices finishing flat 
to -1% during the month while European indices were broadly -1% to -3% with ECB purchases still evidently having a 
positive impact and helping out-perform rates.  
 
Risk markets have started November on the back foot with heightened investor nervousness ahead of the outcome of 
the US Presidential poll next week (15 November).  We think that the result is too close to call and expect risk markets 
to remain volatile up to and possibly beyond the election result itself if Trump wins, or contests a Clinton victory. 
Generally, we think a Clinton victory is positive for risk near term because markets like certainty and continuity (although 
a Democratic “clean sweep”, with wins in the White House, Senate and House, though highly unlikely, may be viewed 
as market unfriendly).  Conversely, we believe that a Trump victory will likely to lead to a short-term knee-jerk sell-off in 
risk markets similar in magnitude to the reaction seen in the immediate aftermath of the Brexit result (peak widening for 
European CDS benchmarks for investment grade and high yield c.25bps and c.100bps, respectively).  Add to the mix 
the upcoming Italian referendum result (4

th
 December); the Supreme Court decision on the UK government appeal on 

the need to consult Parliament before the UK can start the formal process of leaving the EU (case will be heard on 7 
December); and the outcome of the ECB meeting concluding 8

th
 December that will tell us whether they will extend QE 

beyond the current March 2017 cut off point.  These upcoming developments will probably keep volatility elevated in the 
run-up to year end, in our opinion. We believe that we are conservatively positioned heading into year-end given our 
focus on special situation credits (e.g., Sprint and Cliffs Natural Resources), short duration investment grade bonds and 
short duration yield to call paper. For example, more than 10% of ACBF’s portfolio matures or will be called by the end 
of this year. We remain watchful of new investment opportunities to recycle this expected cash inflow.   
 
Now let’s turn to the notable individual winners and losers for October. QUIBB April 2019 FRNs (“Quick”) was the star 
performer for the month contributing +28bps to performance that more than made up for its negative contribution for 
September (-13bps).  In last month’s newsletter we highlighted our investment case for the credit that centres on the 
successful rebranding of Quick to the Burger King brand (please see September newsletter for more detail). The key 
catalyst for the Quick bond price in October was the publication of a Debtwire interview with Jerome Tafani (CEO). In 
this interview Tafani indicated that the Burger Kings conversions undertaken to date had performed strongly and 
exceeded the company’s original expectations. He also confirmed that Quick’s shareholders might be prepared to inject 
additional BK stores into the restricted group for a new bond offering to refinance the existing notes. This would improve 
consolidated EBITDA and reduce leverage, greatly improving the chances of a refinancing, in our opinion. The market 
liked these comments and the Quick bond price moved up c.5 points from its recent low point.  
 
MANTEN 8.5% August 2020, an Italian facility management and services group, was another significant contributor to 
ACBF’s performance in October (+17bsp).  MANTEN’s bond price was boosted by the prospect of a reduction in ant i-
trust fines. The Italian Regional Administrative Tribunal (TAR) in Rome partially upheld its appeal against fines imposed 
by the Italian Competition Authority (CA) "for suspected violations of antitrust rules in 2012 relating to a tender arranged 
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by Consip for cleaning services in school buildings." The TAR referred the case back to the CA to reassess the fine as 
the TAR found that the size of the initial fine was not merited. Under the ruling the TAR asks the CA to reduce the base 
amount used to calculate the fine by limiting the amount to the tender starting price and to reduce the percentage 
applied to the revised amount from 15% to 5% to calculate the fine. By comparison the current fine of €48.5m amounts 
to ~6.5% of FY14 actual revenues. From the ruling it therefore appears that the revised fine will be meaningfully lower 
than the current level mentioned above. MANTEN has indicated that it may appeal the revised fine at the TAR as well. 
Furthermore, MANTEN maintains its innocence and has stated that it would appeal the decision before the State 
Council (Consiglio di Stato, i.e., the Italian Supreme Administrative Court) within the deadline provided by law. As a 
result it appears it will be a while before MANTEN pays out any money related to the fine. Following the initial fine 
against it, MANTEN had raised funds to have a sufficient liquidity cushion to deal with the situation, which it now may 
not need. At 30 June the company reported €167m in cash (including overdrafts) vs. €114m at 31 December.  Both 
Moody’s and Standard & Poor’s responded positively to the TAR decision. We believe a refinancing of the notes has 
become feasible again and these are currently callable at 104.25 compared to a current mid-price of 103. We think a 
refinancing is very possible in August 2017 when the call price steps down to 102.125. At this level the bonds offer a 
very attractive short-dated yield to call opportunity (6.5%). 
 
Elsewhere, our participation in a new asset backed transaction for Sprint is another notable performer with SPRNTS 
3.36% September 2021 contributing +8bps to ACBF’s October performance. The new $3.5bn five-year deal has been 
issued under a new $7bn ABS programme and is backed by 14% of Sprint’s spectrum portfolio. The new deal was very 
well received and attracted orders for more than $30bn. The underlying collateral has been independently valued at 
$16.4bn resulting in an overcollateralization of 57% for the structure’s $7bn of total issuance capacity. Given it was the 
first of several planned issues under this structure we believe it was priced attractively to generate interest and goodwill 
for further issues. This was reinforced by the deal size being reduced and the longer dated maturities being held back 
for later. Moreover, bondholders also benefit from a first charge over a cash reserve account that must contain eighteen 
months’ worth of interest and projected administration expenses. The bonds start to amortise at the end of the second 
year of the life of the bond on a straight line basis until final maturity (e.g. 25% of principal is repaid each year from the 
end of year 2 until final maturity, giving the bond an average life of 3-years). The new spectrum deal has been rated 
BBB flat by Moody’s and Fitch and reflects the benefit of the overcollateralization of the structure but the rating is 
constrained by the weak financial profile of the standalone credit profile for Sprint (low single B composite rating across 
Moody’s, S&P and Fitch). We believe that the transaction is a positive for the unsecured bonds of Sprint as it further 
diversifies the group’s funding base at an attractive cost of funding and has boosted the group’s total available liquidity 
to more than $15bn. This strong liquidity stockpile and continued support from Softbank make a near term credit event 
unlikely. Moreover, Sprint’s last quarter results were very strong and showed improved subscriber results and growth in 
revenue, FCF and adjusted EBITDA.  We believe that the operational turnaround is gaining momentum and expect the 
company to improve cash flow generation over the coming quarters in line with management guidance. We view the 7% 
yield on Sprint’s 2021 bonds as attractive and remain holders on the view that these bonds could trade into a yield of 6-
6.25%.  
 
Our holding of both Cliffs 8% September 2020 (+7bps) and Cliffs 8.25% March 2020 (+5bps) made another useful 
contribution to performance in October. The recent Moody’s credit upgrade for Cliffs following the completion of the 
$288mn rights issue has provided further support to the credit.  Proceeds from the new equity issue were used to pre-
pay the outstanding on the company’s unsecured bonds due in 2018. As highlighted in previous newsletters, Cliffs is 
clearing out its near term maturities and has reduced its annual interest bill by $17mn following the early retirement of 
the 2018 bonds. The next maturities will come in 2020 when a variety of secured and unsecured notes will be due.  We 
believe that the recent equity raise has provided the company with a more than adequate run-way to continue to 
improve its operating performance and be in a position to return to the public debt markets to refinance its debt falling 
due in 2020.  Cliff 1

st
 lien (8.25%) and 2

nd
 lien bonds (8%) benefit from low LTVs and high recovery values, in our 

opinion. Despite a disappointing set of Q3 results that showed EBITDA coming in significantly below market 
expectations ($81mn versus $122mn), Cliff’s bonds remained well bid with the market instead choosing to focus on 
management’s confirmation of full-year guidance for shipments and production cost and continued focus on debt 
reduction measures.  
 
We are pleased to say that the “laggards” are dispersed and relatively small in terms of a negative contribution ranging 
from -1 to -4bps.  The COOPBK 5.125% September 2017 senior unsecured notes is one of the few notable 

underperformers with a negative contribution of 4bps in October. In the absence of any news out of the company until 
the next quarterly update on the 18

th
 November, the COOPBK’s bond performance has been driven by a very poor 

technical backdrop overhanging the market.  We are aware of a large holder (original holding £20mn) based in the US 
that is seeking to sell down its holding. This has created a large overhang in the market that is proving difficult to clear 
given the relatively small normal secondary market ticket size for COOPBK paper (£0.5mn-£1mn). Current yields of 15% 
for under 1-year paper greatly overstate the credit risk for senior unsecured bondholders, in our opinion. We have 
spoken to the company about the current poor trading performance for its bonds and were told that management are 
confident that they are continuing to make good progress in their restructuring efforts and sited the progress made in its 
IT migration project. The bank retains a solid capital position and has sufficient available liquidity (cash held at the Bank 
of England of £2.1bn and £1.5bn in high quality liquid assets – the latter mostly in gilts) to cover the repayment of the 
£400mn outstanding of senior unsecured notes due in September 2017. We believe that the COOPBK continues to 
have the support of the Bank of England for the time being. The regulator has agreed that the COOPBK can delay the 
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issuance of further loss absorbing instruments until the second half of 2018 (i.e. beyond the maturity of our notes) as 
part of the restructuring plan agreed with the PRA (regulator). Furthermore, the PRA has agreed that the bank can use 
available cash to redeem the 2017 bonds provided the bank continues to be viewed as a viable entity. The bank is not in 
breach of its regulatory capital ratios, but is planning over the coming couple of years to go below them.  The regulator 
knows this and has given the bank a waiver to be in breach until 2019/20 at which point new capital standards will come 
into place.  That’s not to say it will breach its solvency minimum capital ratio, just the many (and high) extra prudential 
add-ons that the PRA would under normal circumstances require.  Neither the regulator nor the bank has said by how 
much they are allowed to breach those ratios before the PRA gets fed up and pulls the plug. It would require a 
significant collapse in UK property prices for this to happen, in our opinion.  Furthermore, the bank retains a comfortable 
liquidity position, the “core” bank generated a small profit in H215 and H116 and the bank retains a deposit base of c. 
£22bn. Therefore the bank currently seems to fulfil the definition of a “viable institution”, in our opinion. Our exposure will 
remain closely monitored given the bonds recent poor trading performance and unsustainably high level of yield for 
short dated senior paper.  We stand ready to exit the position if the next quarterly update disappoints.     
  
We thank our investors for their continued support.  
 
Written by Lee Robinson & Philip Crate  

 

Risk Report* 

 

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

ACBF UCITS 
Annualised 
Volatility 

+5.67% 

Downside 
Deviation* 

+5.12% 

Skewness -0.71 

Kurtosis 6.29 

Min 1D Return -1.99% 

Max 1D Return +1.75% 

Max Drawdown -14.78% 

October 2016 
Annualised 
Volatility 

+1.11% 

Skewness 0.19 

Kurtosis -1.12 

Min 1D Return -0.09% 

Max 1D Return 0.14% 

Max Drawdown -0.16% 

Sharpe Ratio ** 2.51 

Correlation with S&P 500: 
1 Month +0.13 

3 Month -0.14 

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 Basic Materials 12.72% 6 Industrial 6.02% 

2 Communications 20.05% 7 Consumer, Non-cyclical 8.14% 

3 Consumer, Cyclical 14.98% 8 Utilities 2.22% 

4 Energy 1.29% 9 SNRFIN -7.49% 

5 Financial 7.15% 10 Government 0.00% 

      

 

Top Ten Countries Top Issuers 

1 United Kingdom 32.03% 1 CLIFFS NATURAL RESOURCES 3.92% 

2 United States 21.67% 2 VEDANTA RESOURCES PLC 3.66% 

3 Italy  7.16% 3 SPRINT SPECTRUM / SPEC I 3.47% 

4 India  3.66% 4 WIND ACQUISITION FIN SA 3.13% 

5 France  3.60% 5 CO-OPERATIVE BANK PLC 3.12% 

6 Canada  2.13% 6 THOMAS COOK GROUP PLC 2.92% 

7 Luxembourg 2.05% 7 FINANCIERE QUICK SAS 2.64% 

8 Netherlands 1.95% 8 VIRIDIAN GROUP FUNDCO II 2.22% 

9 Romania 1.16% 9 MANUTENCOOP FACILITY 2.16% 

10 Switzerland 1.06% 10 JAGUAR LAND ROVER AUTOMO 2.14% 

  Top 10 29.38% 

 Top 20 49.77% 

 Top 35 65.72% 

 Rest -0.64% 

 

Duration Portfolio Duration 

0 to 1 41.22% Modified Duration 0.41 

1 to 2 22.80%  Credit 0.22 

2 to 3 17.42%   Bonds 1.55 

3 to 4 11.98%   Sovereign Futures 0.00 

4 to 5 -10.62%   Corporate Derivatives -1.33 

5 to 6 -11.24%  Interest Rates 0.19 

6 to 7 0.93%   Bonds 0.19 

14 to 15 0.94%    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% 0.30% 0.27% 0.29% AAA 0.00% B 26.83% 

4 to 6% 0.04% 0.09% 0.55% A 1.23% B- 13.33% 

6 to 8% 0.00% 0.14% 1.22% BBB 12.97% CC 0.32% 

8 to 10% 0.00% 0.00% 0.35% BBB- 10.33% CCC 0.56% 

>10% 0.42% 0.00% 0.21% BB+ 3.00% CCC- 0.08% 

WAY (Weighted average yield):   +3.10% BB 1.69% NR -18.99% 

    BB- 5.83% NR 0.17% 

  B+ 16.08%   

    

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 
        6 

 

 
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 November 2016. 
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