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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): 100.91                                                                      Fund AUM: $31,153,109 

Fund Strategy                  

The objective of the Altana Corporate Bonds Fund (ACBF) is to generate a positive return in all market phases by 
investing in a diversified portfolio of corporate bonds globally. The fund sources attractive bond investment 
opportunities in all major markets, seeks corporations that have an extremely high degree of repayment as well as 
strong defendable business models. Risks on macroeconomic, geopolitical, sector and issuer levels are limited by 
following a structured allocation strategy. ACBF takes global exposure either via cash bond positions or derivatives, 
depending on relative valuations and market opportunities. 

  Performance (net*)  

 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD ITD 

2013  -0.19%
 
 +0.47% +0.75% +1.64% +0.04% -2.12% +1.71% +0.67% +1.11% +2.37% +0.71% +1.29% +8.68%  

 
+13.59% 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%         +9.44%* 

*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 HELLENIC REPUBLIC EURO  3.000 24 Feb 30 +56 1 CLIFFS NATURAL RESOURCES 7.750 31 Mar 20 -18 

2 TAKKO LUX 2 SCA EURO  9.875 15 Apr 19 +31 2 ALPHA CREDIT GROUP PLC EURO  3.375 17 Jun 17 -18 

3 CLIFFS NATURAL RESOURCES 4.800 01 Oct 20 +26 3 BERAU COAL ENERGY TBK PT 7.250 13 Mar 17 -15 

4 FAR EAST CPL LTD SA EURO  8.750 02 May 20 +20 4 AFREN PLC EURO  11.500 01 Feb 16 -14 

5 UKRAINE GOVERNMENT EURO  7.950 23 Feb 21 +19 5 NBG FINANCE PLC EURO  4.375 30 Apr 19 -13 
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April 2015  Strategy statistics (April 2015) 

 ACBF UCITS  IBOXIG IBOXHY 
   

   

NAV
‡
 100.91  105.31 102.21  Average annual return +5.61% 

Month return +2.88%  -1.16% +0.99%  Return since inception +13.59% 

Year-to-date** +9.44%  +1.41% +3.28%  Sharpe ratio 1.22 

Annualised volatility   7.26%    5.39%   4.86%  Worst month -7.09% 

      Best month +4.50% 
‡ 

Modelled NAV and returns after all fees. **Benchmark y-t-d and cumulative data:  

ACBF UCITS – May 2014 =100, ACBF / IBOXIG / IBOXHY – January 2013 = 100 
 Percent positive months +75.00% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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A tenfold increase in yields in just a month 
Credit markets proved resilient to the weakness in European equities, which experienced their first monthly 
drop in 2015 (Euro STOXX 50 -2.2%). Investor concerns regarding Greece’s inability to agree terms with its 
“partners” on a reform agenda continued to provide a cap to European risk markets, although people are 
growing tired of it. Eurozone PMIs took a breather, nevertheless remain consistent with a 1.5-2% annual 
growth rate. Unexpectedly, it was not Greek bonds but Bunds that were at the centre of investors’ focus in 
the final sessions of the month. 10yr Bund yields reached an all-time low of 7.5bp on the 20th, as the ECB’s 
asset purchases exacerbated demand for German paper. And while yields moved up from their lows over 
the following week, it was only on the 29th when the selloff began in earnest. 10yr Bund yields rose by 20bp 
in the last two days of the month – their biggest two day move since November 2011. The rate increase 
continued into May with an even stronger force and yields almost increasing tenfold from the low in April to 
reach 0.77% in early May. 
 
When yields are low, positive returns are hard earned and easily lost 
The backup in yields towards the end of the month was strong and wiped out the return of many investors 
for this year (see Graph 1). This served as a good refresher course in "duration" – a geeky concept that is 
nevertheless a driving force in fixed income. Duration: d(y)o͝orˈāSH(ə)n/ Noun -- The time in which an event 
takes place. Also, the sensitivity of a bond’s price to changes in its yield. The reasons for the pickup in 
yields? Growth expectations and inflation or technical wash out of positions? A lot of money was wagered 
on the ECB buying up debt up to -0.20% yield and pushing the deposit rate even further into negative 
territory. Yields reversing has triggered many stop losses and the move has been violent. Inflation won’t pick 
up that quickly and a first deflationary reading in the United Kingdom confirms that Europe has to do more in 
order to help price inflation.  
 
Graph 1: Rates sell-off disproportionately bruises 
Investment Grade 

Graph 2: Total returns by rating 

 
 

Source: Altana Wealth, Goldman Sachs Global Investment Research 

 
A carefully hand-picked selection of credits is paying off well   
While Investment Grade and low spread products suffered in April, our selection of undervalued and 
opportunistic picks traded well and decorellated from the rest of the market on its move upwards. A 
confluence of positive events relevant to our holdings helped that development, despite the overall fragile 
market environment. In our Greece strategy we switched our entire exposure into the sovereign and sold the 
banks we held, as we see the sovereign bond providing the best risk reward balance. Cutting the banks cost 
us a little bit as visible in the underperformers section (Alpha and NBG Finance), the Greek sovereign bond 
on the other hand performed best in our portfolio in April. Takko, the Germany based European fashion 
retailer continued to trade well after reporting the start of stabilisation of its operations in March. Cliffs 
Natural Resources once again appears in the winners table as its price move is currently highly correlated 
with the market price of iron ore. Far East Capital is a Russian sea and land container transportation 
company, which we picked up on the lows amid the Ukraine-Russia turmoil earlier this year. The company 
has since tendered to buy back bonds and supported an almost doubling in price since we initiated the 
position. We have taken some profit on the trade and continue to see further potential here. Ukraine remains 
in discussions with its largest investors and we think the Ukrainian government will have to accommodate 
investors with an attractive offer for the debt restructuring post the precedent set with the 3

rd
 largest bank 

  Portfolio Activity & Outlook 
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EXIM Ukraine. Berau Coal and Afren have one thing in common – restructuring – and while Berau is still 
paying interest on its bonds and negotiating with creditors, Afren is proceeding with the earlier agreed 
restructuring by moving to a bridge financing and subsequent new bond issuance.  
 
Interest rate volatility will come back this year and needs to be dealt with 
The market won’t be the same in 3-4 months, even with the ECBs QE, as we see the Fed approaching its’ 
lift-off, sparking revaluations in the market. The violent backup in yields during April served as a reminder 
that the duration effect can erase returns very quickly. The importance of being with an unconstrained bond 
fund at such low interest rates is self-evident given the limited downside in rates but infinite upside. 
However, holding duration in check by hedging the interest rate component is not effective enough to 
protect the portfolio, as by holding longer bonds alongside interest rate duration you also hold credit risk 
duration. I.e. a widening in credit risk premia will hurt you, even if interest rates remain the same (yield = 
interest rate + credit risk premium). That’s why it needs to be a combination of careful credit selection and 
duration management. Many reports have come out recently confirming that for a rising interest rate 
environment higher yielding bonds tend to be the best instrument, offering a good running compensation as 
well as interest rate cushion. Particularly if investors need to achieve a certain return target per annum 
(pension funds, insurance companies), it needs to be a mixture of risky and safe assets. B-rated bonds have 
been singled out as a must have component of winning portfolios during times of rising interest rates. 
 
Let’s get into safe mode and be ready to take advantage of good credits at cheap valuations 
With our year-to-date returns we can be more than happy. Early stage investors have now made almost 
14% over the last two and a half years. Given the challenges, zero rates and market volatility during that 
time, such a result speaks for itself. The setup for riskier assets is still good since the economy is on a 
firming trajectory and the positive surprise in Euroland growth rates is beginning to be reflected in the 
margin growth of companies. In addition, the promise of ongoing purchases by the ECB will undoubtedly 
dampen consolidations and keep a lid on spread corrections. However, there is also a lack of positive 
catalysts to push risk premiums significantly tighter on a sustained basis, suggesting that spreads will 
continue to move sideways. In this environment of an apparent calm anything unexpected and even minor in 
nature, can move markets disproportionately. We are aware of that and want to protect our investor’s money 
by scaling down risk in preparation for a summer lull. As we approached the 10% YTD performance mark 
we started moving into a slightly more defensive mode by taking profit and cutting some of our holdings. At 
the time of writing we are up another 1% and approach the 11% mark, an outstanding result even before the 
half year mark. Our fund can trade in the secondary market unlike most large bond funds allowing us to buy 
on weakness and add alpha to the strategy. We are better positioned than ever to exercise patience and get 
ready to take advantage of good credits at cheap valuations.  
 
Stevan Bajic 
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*Using Gross Daily Performance Data 
**Strategy figure shows the performance of ACBF (since 01/2013 launch) & ACBF UCITS (since 05/2014 launch). 
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Risk Report* 

Gross Summary Statistics 

Strategy Return since Jan 13 +16.35%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD 10.82% 

Return Since Launch 2.14% 

Annualised Volatility 7.21% 

Downside Deviation* +6.27% 

Skewness -0.92 

Kurtosis +4.45 

Min 1D Return -2.37% 

Max 1D Return +1.84% 

Max Drawdown -14.72% 

Sharpe Ratio** 0.29 

April 2015 
Return +3.05% 

Annualised Volatility 4.36% 

Skewness -0.59 

Kurtosis -0.02 

Min 1D Return -0.50% 

Max 1D Return 0.59% 

Max Drawdown -0.81% 

Correlation with S&P 500: 
1 Month 0.42 

3 Month 0.08 

All 0.34 
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For further information, please contact us at investorservices@altanawealth.com.   

London: +44(0) 207 079 1088 or Monaco: +377 97 70 56 36. 
 

Disclaimer 

This report is prepared by Altana Wealth Ltd (“Altana”) authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (FRN: 532912). 

The investment products and services of Altana are only available to persons who are professional clients and eligible counterparties as defined in FCA’s rules. They 

are not available to retail clients. The distribution of this report may be restricted in certain jurisdictions and it is the responsibility of any person or persons in 

possession of this document to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. 

 This report is based upon information that Altana believes to be reliable. Altana does not represent that this report is accurate or complete and it should not be relied 

upon as such. Nothing in this report shall constitute tax, financial, or legal advice given by Altana to any party. Performance information for the month of the report is 

preliminary estimated data net of all fees and expenses and is subject to change. The estimate and other performance data disclosed is not audited. Stock or other 

indexes are included for comparison purposes only. Where information provided in this report contains “forward-looking” information including estimates, projections 

and subjective judgment and analysis, no representation is made as to the accuracy of such estimates or projections or that such projections will be realised. Certain 

assumptions used in formulating such “forward looking” information may differ materially from actual events or conditions. The funds referred to in this report are 

registered as Regulated Mutual Funds pursuant to Cayman law but otherwise have not been registered under the securities laws, or authorized or approved by any 

regulatory authority, of any other jurisdiction. This report shall not constitute an offer to sell or a solicitation of an offer to buy shares or interests in any of the funds 

described in this report. No such offer or solicitation will be made prior to the delivery of an offering memorandum for the relevant fund. Before making an investment in 

any of the funds referred to in this report, potential investors should read carefully the private offering memorandum for the relevant fund, including the description of 

the risks, fees, expenses, liquidity restrictions, and other terms of investing in the funds, and consult with their own tax, financial, legal and other professional advisors. 

Hedge funds are speculative and involve risk of loss. This report is confidential and may not be reproduced in whole or in part, or delivered to any other person, 

without the prior written consent of Altana. Past performance is not a guarantee of future results. Issued by Altana Wealth May 2015. 

Sectors Exposure 

1 Basic Materials 3.67% 

2 Communications -18.32% 

3 Consumer, Cyclical 9.79% 

4 Diversified 1.39% 

5 Energy 10.50% 

6 Financial 21.99% 

7 Government -12.64% 

8 Industrial 21.86% 

9 Consumer, Non-cyclical 4.76% 

10 iTraxx  index (pan-European 12.56% 

11 Technology 2.44% 

Portfolio Overview 

Top 10 Countries 
1 iTraxx  index (pan-European 12.56% 

2 ITALY 12.02% 

3 SPAIN 8.72% 

4 RUSSIA 7.63% 

5 NETHERLANDS 7.60% 

6 PORTUGAL 6.19% 

7 BRAZIL 5.50% 

8 GREECE 3.83% 

9 LUXEMBOURG 3.74% 

10 AUSTRIA 3.23% 

Portfolio Duration 
Modified Duration 0.50 

  Credit 1.31 

   Bonds 3.05 

   Sovereign Futures -0.02 

   Corporate Derivatives -1.72 

  Interest Rates -0.82 

   Bonds 0.49 

   Sovereign  Futures -1.31 

  Corp Derivatives 0.00 

Top 10 Issuers 

1 MARKIT ITRX XOVER 12/19 12.56% 

2 NOVO BANCO SA 6.19% 

3 ABENGOA SA 4.13% 

4 ROYAL BK SCOTLND GRP PLC 3.83% 

5 WIND ACQUISITION FIN SA 3.63% 

6 UKRAINE GOVERNMENT 3.08% 

7 HELLENIC REPUBLIC 2.59% 

8 EDC FINANCE LTD 2.58% 

9 ASTON MARTIN CAPITAL LTD 2.50% 

10 TAKKO LUX 2 SCA 2.18% 

 Top 10 43.27% 

 Top 20 63.32% 

 Top 35 76.90% 

 Rest -18.88% 

Duration 
0 to 1 14.13% 

1 to 2 11.20% 

2 to 3 24.35% 

3 to 4 24.55% 

4 to 5 21.79% 

5 to 6 -43.15% 

6 to 7 -4.43% 

7 to 8 -7.48% 

9 to 10 2.59% 

-1 to 0 12.56% 

-4 to -3 0.65% 

-5 to -4 5.21% 

-6 to -5 1.26% 

31 to 32 0.76% 

34 to 35 0.23% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months 

to 
maturity 

> 24 
months 

to 
maturity 

0 to 4% 12.56% 0.00% -7.77% 

4 to 6% 0.00% 1.66% 13.56% 

6 to 8% 0.00% 0.00% 20.77% 

8 to 10% 0.00% 0.00% 19.40% 

> 10% 7.79% -14.95% 11.19% 

Ratings 
AAA -9.03% B- 17.60% 

AA+ -9.28% CCC+ 8.60% 

BBB- 3.32% CCC- 3.08% 

BB+ 6.64% CC 0.60% 

BB- 10.89% C 1.42% 

B+ 13.88% NR 0.42% 

B 26.38% 
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