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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): 97.52                                                                Strategy AUM: $33,364,808 

Fund Strategy                 Fund AUM: $23,583,065 

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% 

2015 +1.21% +4.50%*           +5.77%* 

*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 SCF CAPITAL LTD EURO  5.375 27 Oct 17 +23 1 KAISA GROUP HOLDINGS LTD 10.250 08 Jan 20 -10 

2 BERAU COAL ENERGY TBK PT 7.250 13 Mar 17 +23 2 ERB HELLAS PLC EURO  4.250 26 Jun 18 -10 

3 OAO TMK (TMK CAPITAL) EURO  6.750 03 Apr 20 +21 3 URANIUM ONE INVESTMENTS  6.250 13 Dec 18 -8 

4 ALDESA FINANCIAL SERVCS 7.250 01 Apr 21 +18 4 ALPHA CREDIT GROUP PLC EURO  3.375 17 Jun 17 -6 

5 THREEAB OPTIQUE DV EURO  5.625 15 Apr 19 +18 5 CLIFFS NATURAL RESOURCES 4.800 01 Oct 20 -5 
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February 2015  Strategy statistics (Feb 2015) 

 ACBF UCITS  IBOXIG IBOXHY 
  

   

NAV
‡
 97.52  106.11 101.97  Annualised net ROR: +4.40% 

Month return +4.50%  -1.16% +2.22%  Return since inception 9.78% 

Year-to-date** +5.77%  +2.18% +3.05%  Sharpe ratio 0.9 

Cumulative +9.78%  +6.11% +1.97%  Worst month -7.09% 

Annualised volatility   7.36%    5.51%   4.97%  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 73.08% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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February in review - a strong month for risky assets in Europe 

The usual Greek drama and eleventh-hour compromise (four-month prolongation amid reform pledges) which was 
agreed between the Euroland and Greece on the country’s bailout extension brought some temporary fixes for the 
Greek problem. This was coupled with further signs of Euroland’s economic strengthening: the composite PMI increased 
almost a full point to its highest level since last summer (53.5 after 52.6), and Germany’s Ifo business climate index 
showed a fourth consecutive increase. As a consequence of this positive flow of events during February, sentiment 
towards most assets in Europe was very positive. Following the series of upbeat data and tailwinds from its’ weaker 
currency, the growth outlook for Europe has suddenly improved. The recent rally in European stock indices looks 
suspicious on the other hand and might almost entirely be attributed to the currency effect, as the Euro is trading just 6 
big figures shy off parity with the Greenback. Meanwhile, the US continues to move towards a rate hike this year or next.  
 
The brightest star shines for European High Yield 

We have written an extensive Credit View report in February commenting on the current market conditions, the 
beginning of ECB’s bond buying programme and the implications of this quantitative easing (QE) we expect for the 
European credit market overall. We concluded that it is now time to allocate to European High Yield portfolios due to the 
wall of money expected to find its’ way down the credit ladder into higher yielding debt instruments. Most recent fund 
flow data (Figures 1&2) confirms that in Europe the money is flowing where there is some yield left, and this trend is 
expected to continue for quite some time. 
 
Figure 1: Weekly European High Yield Fund Flows for last 3 
months 

Figure 2: Weekly European HY Fund Flows compared 
with iBoxx HY 

 
 

Source: Altana Wealth, J.P. Morgan, Bloomberg  

 
Our positive view is underpinned by our strong fund performance in February 

Strong inflows into European High Yield have indeed lifted all boats, some more, some less. We were able to benefit 
from the revaluation of our picks and recorded a net performance of +4.5% for February – our strongest monthly 
performance on record. This brings our year to date performance up to 5.77% – a very strong start into the year. When 
we look at the top performers for February, it is not just a few select bonds which drove the performance, rather a 
general uplift in the majority of the fund’s holdings. Going through the long winner list individually reveals that all bonds 
which were not in vogue during September and October last year were literally revived in February, and as I write, that 
revival is continuing on into March. We have had one or two quarters of reporting since last September, which, coupled 
with the brighter European macro outlook and suddenly things look a lot better for the corporates. Bonds which made it 
to the Top 5 list of winners are Sovcomflot (SCF Capital) and TMK from our Russia holdings. We singled these two 
bonds out earlier due to their relative value versus other Russian credits and the call performed well. Berau Coal, the 
Indonesian coal miner and a longer term holding, had a good run in February. Aldesa, a Spanish infrastructure 
construction and concession company revalued upwards as did bonds of Allain Afflelou (Threeab Optique), the French 
optician stores chain. The underperformers are naturally rare in a strong month and count Kaisa, the Chinese real estate 
developer which performed strongly in January and which we cut subsequently. Eurobank of Greece amidst all the 
Greek drama was weaker as did its Greek counterpart Alpha Bank. Uranium One is the rare Russian credit which did 
not appreciate in February.  
 
The ECB started buying bonds in March, will it stifle activity in European Investment Grade? 

With yields gravitating lower towards zero, one might ask the question, how profitable it is to buy those low yielding 
bonds at all, as you will also need to pay for the transactional costs for the trade. It worsens if you assume that the 
average Investment Grade fund may yield 1% and the fund manager will charge you 0.75% Total Expenses for 
managing your fund per annum. It appears just about profitable, although Investment Grade investments might be a 
money losing game this year. The fear is that due to this adverse investment calculation trading activity in Investment 
Grade bonds might decline rapidly.  
 
EIB, EFSF and KfW bond yields fall below Germany 

As the FT reported on March 17
th

, some European agency bonds are trading through the yields of German Bunds 
(Figure 3). It is bonds of the European Investment Bank, the European Stability Mechanism and the European Financial 

  Portfolio Activity & Outlook 

http://www.altanawealth.com/sites/default/files/public/Credit%20View%20February%202015.pdf
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Stability Facility (the latter two bailout funds set up by the Eurozone) which are trading with a yield of up to 5 basis points 
(0.05%) lower than equivalent maturity German government bonds. It is not because of their better credit worthiness, as 
the European Stability Mechanism and the European Financial Stability Facility are guaranteed by the Eurobloc as a 
whole. Any European agency guaranteed by the Eurobloc is primarily underpinned by the economic strength of 
Germany. And KfW is solely guaranteed by the German government, so the fact that its bond yields are even lower than 
the country that backs them makes little sense. We attribute this indeed odd move to the European Central Bank's 
quantitative easing programme. Anomalies like this are likely to crop up from time to time during ECB’s QE programme. 
 
Figure 3: Yields of European agencies fall below Germany’s, probably on ECB buying. 
 
               Yield difference vs. German Bunds (LHS), German 9y Bund yield (RHS) 

 
 
Figure 4: Enough is enough. Corporate bonds are not crossing into negative territory… yet! 

 
Source: Altana Wealth, Bloomberg 
 
 

Bullish call on European credit reiterated 

Interest rates in Europe are low and are going to remain low for a considerable time given the ECB buying has just 
begun. The ECB will crowd investors out of government and agency bonds and there will be a migration down the credit 
spectrum in the search for yield. The waterfall of money that will come into High Yield has not yet started, in fact, the 
trickle down about which we wrote in our Credit View report has not even started yet. We think that once the trickle-
down effect does start in earnest it is quite possible that it turns into a waterfall before anyone is able to get decently 
yielding bonds. Besides these market technicals, low growth, low inflation and low yields should allow companies across 
Euroland to stabilise businesses and reap the benefits from the low exchange rate. We remain bullish on European 
Credit and while US FOMC policy poses some risks to the bullish call, we think that European investors will be spared 
from major spill over effects from higher rates in the US. Additionally given the short maturity dates of our bonds and our 
active hedging of interest rate risk we remain comfortable about our ability to generate good returns this year. Overall 
the tone remains positive and we look to expand on our success so far. 
 
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 +11.63%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD 6.32% 

Return Since Launch -2.01% 

Annualised Volatility 7.56% 

Downside Deviation* +6.64% 

Skewness -0.83 

Kurtosis +4.21 

Min 1D Return -2.37% 

Max 1D Return +1.84% 

Max Drawdown -14.72% 

Sharpe Ratio** -0.29 

February 2015 
Return +5.04% 

Annualised Volatility 4.70% 

Skewness -0.73 

Kurtosis +1.87 

Min 1D Return -0.51% 

Max 1D Return 0.86% 

Max Drawdown -0.51% 

Correlation with S&P 500: 
1 Month -0.06 

3 Month 0.54 

All 0.39 
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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, March 2015. 

Sectors Exposure 

1 Basic Materials 6.54% 

2 Communications -12.54% 

3 Consumer, Cyclical 6.39% 

4 Diversified 2.63% 

5 Energy 9.27% 

6 Financial 28.54% 

7 Government -9.58% 

8 Industrial 16.86% 

9 Consumer, Non-cyclical 11.04% 

10 Utilities 1.33% 

11 iTraxx  index (pan-European) 16.59% 

12 Technology 2.70% 

Portfolio Overview 

Top 10 Countries 
1 iTraxx  index (pan-European) 16.59% 

2 RUSSIA 12.39% 

3 ITALY 9.75% 

4 SPAIN 9.29% 

5 GREECE 8.53% 

6 PORTUGAL 7.87% 

7 NETHERLANDS 6.96% 

8 LUXEMBOURG 5.68% 

9 INDONESIA 4.06% 

10 FRANCE 2.84% 

Top 10 Issuers 

1 
MARKIT ITRX EUR XOVER 
12/19 16.59% 

2 NOVO BANCO SA 7.87% 

3 ABENGOA SA 5.45% 

4 ROYAL BK SCOTLND GRP PLC 4.00% 

5 CLIFFS NATURAL RESOURCES 3.30% 

6 WIND ACQUISITION FIN SA 3.28% 

7 FINANCIERE QUICK SAS 2.28% 

8 OTTAWA HOLDINGS PTE LTD 2.15% 

9 CONVATEC HEALTHCARE 2.09% 

10 ALPHA CREDIT GROUP PLC 2.00% 

 Top 10 49.01% 

 Top 20 67.00% 

 Top 35 80.46% 

 Rest -0.69% 

Duration 
0 to 1 10.74% 

1 to 2 9.65% 

2 to 3 30.73% 

3 to 4 26.42% 

4 to 5 4.23% 

5 to 6 -19.93% 

6 to 7 -4.89% 

7 to 8 1.91% 

8 to 9 -4.68% 

-2 to -1 16.59% 

-4 to -3 0.85% 

-5 to -4 4.74% 

-6 to -5 3.79% 

31 to 32 1.00% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months 

to 
maturity 

> 24 
months 

to 
maturity 

0 to 4% 21.18% -12.21% -9.57% 

4 to 6% 0.00% 0.00% 6.75% 

6 to 8% 0.00% 0.00% 21.63% 

8 to 10% 0.00% 1.72% 10.56% 

> 10% 0.84% 0.00% 40.26% 

Portfolio Duration 
Modified Duration 1.38 

  Credit 1.91 

   Bonds 3.16 

   Sovereign Futures -0.01 

   Corporate Derivatives -1.27 

  Interest Rates -0.53 

   Bonds 0.16 

   Sovereign  Futures -0.69 

  Corp Derivatives 0.00 

Ratings 
AAA -4.89% B+ 22.36% 

AA+ -4.68% B 24.63% 

BBB- 1.89% B- 20.47% 

BB+ 5.07% CCC+ 1.24% 

BB 3.71% CC 0.70% 

BB- 15.24% C 0.33% 
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