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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): 92.20                                                                Strategy AUM: $33,266,275 

Fund Strategy                 Fund AUM: $23,837,851 

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 

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% 

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% 

*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 SISTEMA JSFC (SISTEMA 6.950 17 May 19 +44 1 TAKKO LUX 2 SCA EURO  9.875 15 Apr 19 -32 

2 POLYUS GOLD INTL LTD 5.625 29 Apr 20 +27 2 KAISA GROUP HOLDINGS LTD 8.875 19 Mar 18 -19 

3 SIBUR SECURITIES LTD EUR  3.914 31 Jan 18 +25 3 OAS FINANCIAL LTD EURO  8.000 02 Jul 21 -13 

4 VIP 7.748 02/21  7.748 02-Feb-21 +20 4 CLIFFS NATURAL RESOURCES 5.200 15 Jan 18 -11 

5 RUSSIAN FEDERATION EUR  5.625 04 Apr 42 +14 5 BERAU COAL ENERGY TBK PT 7.250 13 Mar 17 -11 
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ACBF 
UCITS 

ACBF 
(est.) 

IBOXIG IBOXHY 
 Annualised net ROR: +1.88% 

 Return since inception -7.80% 

NAV
‡
 92.20 102.27 106.05 108.18  Sharpe ratio -0.79 

Month return +0.78% +1.75% -0.07% -1.03%  Largest monthly drawdown -11.54% 

Year-to-date** -7.80% -5.90% +8.66% +2.13%  Worst month -7.09% 

Cumulative -7.80% +2.27% +6.05% +8.18%  Best month +2.37% 

Annualised volatility 7.00% +7.84% +5.19% +5.00%  Percent positive months 70.83% 
‡ 

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 
 

Tracking error (daily vs. 

ACBF Cayman) 
0.14% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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Growth slowdown, declining oil prices, Rouble devaluation and Grexit dominate the year end 
The year ended in a volatile manner with the double digit percentage decline in global oil prices continuing 
for a third consecutive month. The dominant effect should mean that lower oil prices lead to lower energy 
and input prices for global economies, which could support growth even more. However, the big 
discrepancy in growth rates globally and stagnation tendencies in Europe rendered the conclusion that 
growth is weak and even lower oil prices won’t help in the short term. Low inflation numbers across Europe 
confirmed that and even a consolidation of better growth figures in the US calmed growth enthusiasts down. 
A direct casualty of lower oil prices seemed to be Russia. Plagued by an imminent recession due to 
Western sanctions and a dramatic fall in the price of oil, the Russian Rouble lost more than 40% of its value 
against the US Dollar in the first two weeks of December. The Central Bank of Russia stepped in to defend 
the currency slide by introducing various measures to limit the volatility and also the government stepped up 
its influence on state enterprises to convert its export revenues quicker into Rouble. This provided only short 
term relief and the Rouble has since settled at around 65 against the US Dollar. Another disturbing event in 
Europe was also the call for a presidential vote in Greece. Failure by the parliament to elect a new president 
by the end of December would lead to snap parliamentary elections, in which left wing and anti-austerity 
party Syriza is seen as the frontrunner. Gr-exit fears revived. All in this proved to be a tricky environment for 
risk assets and the year ended with neither a year-end nor a Santa rally.  
 
Rare opportunities for cherry picking arise 
By using the various bouts of volatility we were able to secure a positive performance of +0.71% for the 
month. European credit was relatively stable and remained roughly unchanged over the month, except 
Greek corporates which were negatively affected by the political events there. The dramatic slide in the 
Rouble and the timing of it triggered an indiscriminate selloff in Russian credits, regardless of whether the 
company was exporter or domestic producer, 1x or 4x levered, everything was for sale. Apart from the short 
on the Russian sovereign our Russia exposure was relatively small at the beginning of the month and we 
started preparing to cherry pick once we reached attractive levels. By putting low-ball bids in the market we 
were able to buy some credits at fantastic levels. Take VIP (Vimpelcom), a CEEMEA telecom group with 
significant cashflow and assets outside of Russia (e.g. no. 3 mobile operator WIND in Italy), buying the 2021 
bonds at 16% ytm seemed like a once it a lifetime opportunity. Similarly Polyus Gold, a Russian gold mining 
company with a London listing and 9.2bn USD market cap, 0.5x net leverage (net debt/EBITDA), for buying 
its 2020 bonds at 11.50% yield to maturity one is unlikely to have many opportunities. Gas processing and 
petrochemicals group Sibur as well as the conglomerate Sistema with holdings in telecoms, industrial and 
banking companies, seemed excellent candidates for a short term trade. On the negative side we have a 
handful of candidates where we think that short term volatility will be rewarded with medium to long term 
gains. These names include Takko, a German based affordable fashion retailer; OAS Financial, Brazilian 
infrastructure and energy construction company; Cliffs Natural Resources, American iron ore and coal miner 
and Berau Coal, an Indonesian coal miner. In a mixed month with risk trading generally weaker, we expect 
also these to be among the weaker positions in our portfolio too. Kaisa, a Chinese real estate company, had 
to deal with local authority project blockages, which added a severe level of uncertainty, upon which we 
cleared the bonds out of our portfolio. 
 
ECB fuelled bull case for European Credit 
After a lacklustre end of the year, the hopes were set for a New Year rally at the beginning of January. With 
oil sliding another 10% in the first two weeks of the month, it was not obvious where the positive news for 
the next leg up in valuations should come from. Global equity bourses traded in the red for two consecutive 
weeks. The European Central Bank was long expected to launch a programme of outright bond purchases. 
Incremental steps started in mid last year failed to 1) convince markets and 2) lift activity as well as inflation 
numbers across Europe. Amidst intensive speculation about the format as well as size of an eventual 
quantitative easing by the ECB, Mario Draghi came out to surprise the markets on 22

nd
 January by 

announcing that the ECB will buy €60bn worth of Euroland government bonds starting in March throughout 
2015 and 2016 and as long as needed to bring Euroland inflation back to 2%. The ECB may not buy credit 
outright but the €60bn in monthly injections should see their way into other asset classes and some funds 
are very likely to be channelled into the credit markets. After all, whoever sells to the ECB will have €60bn to 
invest. This may mean that investors are pushed into riskier assets and the hunt for yield will intensify. And 
this means more high and low beta spread and yield compression.  
 

  Portfolio Activity & Outlook 
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With the Fed QE having ended not so long ago, it makes sense to compare ECB QE (up to €60bn per 
month ($68bn)) with the Fed's QE3 ($85bn per month). One could also look at it relative to the size of the 
fixed income market – ECB QE will be about 3.5% of the Eurozone fixed income market per year, Fed QE3 
was about 2.75% per year. There is, however, a subtle difference: The Fed was buying into a rapidly 
growing fixed income market. The ECB isn't. During QE3 the US fixed income market grew by more than 
$2tn, which means that the Fed "only" bought about 75% of net supply. By contrast, growth in the European 
fixed income market has ground to a screeching halt (Graph 1) – in the year to Q3 2014, the Eurozone fixed 
income market grew by only €82bn. So if the ECB buys the full €720bn per year, then the vast majority 
(89%) will have to crowd out existing investor holdings. Even compared to the 2010-2014 average of 
€335bn, the ECB would be buying 2.1x annual net supply. Put differently, merely staying invested will be a 
real challenge for many going forward. Ultra-low yields will force some end investors to relocate into higher 
return assets. Part of the ECB game plan is probably that some of it moves to other currencies, but much of 
it will be constrained to euros and will have to move down in credit quality instead. With sovereign debt 
markets three times the size of IG corporate bond markets and IG corporate bond markets eight times the 
size of the HY market, you don't need a lot of money in percentage terms to move down the ladder to have 
an outsized effect (Graph 2). 
 

 
Being an unconstrained fund we will look to be positioned ahead of time where we expect the wall of 
crowded out money to come in. Markets have started and will react strongly to the recent ECB impulse, and 
are also likely to overreact. Also lots of single-B and triple-C credits out there in Europe still need economic 
growth, to which the ECB measures should provide a boost via second round effects. It is paramount to look 
at names very carefully and doing our homework fully. Liquidity will dry up in periods of weakness (we 
always have some every year), volatility will resurface and it will become very arduous to find a bid. That’s 
why it will be extremely important to be positioned in liquid instruments where trades can be unwound 
quickly.  
 
After a mixed start into the year the outlook has been brightened by the most recent ECB action. It will 
become challenging again further down the road. Running the Altana Corporate Bond Strategy into its third 
year we have to deliver and get back to the path we abandoned 6 months ago. 2015 promises to be an 
interesting year for the markets and a defining one for the Altana Corporate Bond Fund. 
 
Stevan Bajic 
 
 
 
 
 
 
 
  

Graph 1: Eurozone fixed income net issuance, 4-
quarter rolling sum, EUR bn 

Graph 2: Tricke-down: EUR Fixed 
Income amounts outstanding, EUR tn 
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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 +5.72%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD -7.39% 

Return Since Launch -7.39% 

Annualised Volatility 7.72% 

Downside Deviation* +6.83% 

Skewness -0.87 

Kurtosis +4.59 

Min 1D Return -2.37% 

Max 1D Return +1.84% 

Max Drawdown -14.72% 

Sharpe Ratio** -1.15 

December 2014 
Return +1.44% 

Annualised Volatility 8.46% 

Skewness 1.23 

Kurtosis +5.68 

Min 1D Return -1.15% 

Max 1D Return 1.84% 

Max Drawdown -2.74% 

Correlation with S&P 500: 
1 Month 0.75 

3 Month 0.49 

All 0.40 
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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, January 2015. 

Sectors Exposure 

1 Basic Materials 7.23% 

2 Communications -3.76% 

3 Consumer, Cyclical 17.84% 

4 Diversified 2.46% 

5 Energy -1.24% 

6 Financial 25.97% 

7 Government -37.43% 

8 Industrial 18.25% 

9 Consumer, Non-cyclical -2.84% 

10 ITXEX522 10.96% 

11 Technology 1.77% 

Portfolio Overview 

Top 10 Countries 
1 RUSSIA 13.90% 

2 iTraxx Index (pan-European) 10.96% 

3 PORTUGAL 9.70% 

4 FRANCE 9.51% 

5 ITALY 6.06% 

6 LUXEMBOURG 5.25% 

7 NETHERLANDS 3.29% 

8 AUSTRIA 2.22% 

9 CHINA 1.93% 

10 BRAZIL 1.84% 

Top 10 Issuers 

1 MARKIT ITRX EUR XOVER12/19 10.96% 

2 NOVO BANCO SA 7.70% 

3 ABENGOA SA 6.13% 

4 ROYAL BK SCOTLND GRP PLC 3.73% 

5 POLYUS GOLD INTL LTD 2.93% 

6 RZD CAPITAL PLC (RZD) 2.35% 

7 CONVATEC HEALTHCARE 2.34% 

8 RAIFFEISEN BANK INTL 2.22% 

9 LA MONDIALE 2.13% 

10 CO-OPERATIVE BANK PLC 2.08% 

 Top 10 42.55% 

 Top 20 60.85% 

 Top 35 73.97% 

 Rest -34.79% 

Duration 
0 to 1 15.10% 

1 to 2 13.24% 

2 to 3 25.49% 

3 to 4 22.19% 

4 to 5 -1.66% 

5 to 6 -23.19% 

6 to 7 -18.99% 

7 to 8 1.43% 

8 to 9 -6.05% 

-1 to 0 0.21% 

-4 to -3 0.96% 

-5 to -4 7.70% 

-3 to -2 10.75% 

15 to 16 1.27% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months 

to 
maturity 

> 24 
months 

to 
maturity 

0 to 4% 13.29% 7.50% -58.58% 

4 to 6% 2.08% 0.00% 16.12% 

6 to 8% 0.00% 1.16% 11.73% 

8 to 10% 0.00% 0.00% 12.74% 

> 10% 1.06% 1.75% 39.61% 

Portfolio Duration 
Modified Duration -0.29 

  Credit 1.48 

   Bonds 3.04 

   Sovereign Futures -0.04 

   Corporate Derivatives -1.53 

  Interest Rates -1.76 

   Bonds 0.13 

   Sovereign  Futures -1.90 

  Corp Derivatives 0.00 

Ratings   
AA+ -20.04% BB 5.84% 

BBB+ -8.17% BB- 6.11% 

BBB 2.92% B+ 19.08% 

BBB- 11.51% B 25.61% 

BB+ 8.09% B- 6.18% 
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