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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): 93.32                                                                Strategy AUM: $32,215,057 

Fund Strategy                 Fund AUM: $22,678,500 

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%*            +1.21%* 

*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 KAISA GROUP HOLDINGS LTD 10.250 08 Jan 20 +53 1 OAS FINANCIAL LTD EURO  8.000 02 Jul 21 -83 

2 EDC FINANCE LTD EURO  4.875 17 Apr 20 +52 2 SCHAHIN II FINAN CO SPV EURO  5.875 25 Sep 22 -27 

3 OJSC RASPAD SEC LTD EURO  7.750 27 Apr 17 +22 3 PACIFIC RUBIALES ENERGY EURO  5.625 19 Jan 25 -23 

4 CLIFFS NATURAL RESOURCES 4.800 01 Oct 20 +22 4 NBG FINANCE PLC EURO  4.375 30 Apr 19 -20 

5 STRETFORD SEVENTY NINE 6.250 15 Jul 21 +17 5 SISTEMA JSFC (SISTEMA IN EURO  6.950 17 May 19 -15 
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ACBF 
UCITS 

ACBF 
(est.) 

IBOXIG IBOXHY 
   

 Annualised net ROR: +2.39% 

NAV
‡
 93.32 103.50 107.36 99.76  Return since inception -6.68% 

Month return +1.21% +0.81% +3.38% +0.81%  Sharpe ratio 0.68 

Year-to-date** +1.21% +0.81% +3.38% +0.81%  Worst month -7.09% 

Cumulative -6.68% +3.50% +7.36% -0.24%  Best month +2.37% 

Annualised volatility +6.68% +7.74% +5.52% +4.90%  Percent positive months 72.00% 
‡ 

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) 
0.15% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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Will they or won’t they start QE in the Eurozone? 

They will. The first half of the month was volatile, induced by continuing oil price weakness as well as uncertainties 
about whether Greece would get either a Eurozone- or Grexit-friendly government. Nevertheless the credit market 
closed higher after the tone improved significantly on the 22

nd
 January. This was the date when ECB president unveiled 

the central bank’s QE programme, which exceeded consensus expectations: the €1.1tn total size of the intended asset 
purchase programme (double the consensus forecast) together with its somewhat open-ended nature, outweighed any 
concerns about the fact that only 20% of the purchases would be mutualised among Euroland national banks, and credit 
markets rallied strongly as a result. The volatility earlier in the month came back shortly before the end of the month 
following the victory of Greek left wing party Syriza in the country’s parliamentary elections on 25

th
 January. European 

credit markets ended only slightly tighter, while government bonds across major markets rallied – yields on 10y US 
Treasury declined 53bps, German 10y Bunds declined by 24bps and 10y UK Gilts were off by 43bps. Following the 
lifting of the EURCHF peg by the Swiss National Bank 10y Swiss Confederation bond yields dropped to -0.04%.  
 
European credit is held back by politics, we are finding ways to perform 

During a rather volatile month which clearly had some strong positives for the European credit market (ECB’s QE), the 
Grexit spectre is hanging over it and preventing a rally. As we are looking for opportunities globally, there are credits 
which are not necessarily plagued by the volatility in Europe and hence which move in different proportions. Partly 
helped by this approach, the Altana Corporate Bond Fund was able to achieve a good performance of +1.21% in 
January. Strong positive contributors to this performance were Chinese property developer Kaisa and Russian oil & gas 
services company Eurasia Drilling Company. Both had similar events – takeovers. After preceding events which saw 
some of its projects being blocked by the local government in Shenzhen as well as initial non-payment of a bond 
coupon, a white knight appeared to take over the company. Sunac, another Chinese real estate developer, agreed to 
buy Kaisa and resolve the bondholder situation, which saw Kaisa’s bonds recover strongly from the early January lows 
when we re-entered the trade. EDC on the other hand is the major drilling and well services provider in Russia and one 
of the leading ones worldwide. The sanctions on Russia introduced during 2014 saw many US companies being 
restricted in providing services to Russian oil & gas majors. US company Schlumberger saw a good chance to expand 
its services to its Russian clients by buying a majority stake in EDC as well as an option to take it over fully in three 
years time. EDC, which we picked up as a bargain in December jumped 18% on the day the Schlumberger deal was 
announced, when we took profit to re-enter at a later stage in February. Bonds of Russian mining company 
Raspadskaya were another strong performer in January, as the company’s credit valuation was catching up to the 
valuation of Evraz, which is the 80%+ owner of Raspadskaya (Evraz is a multinational integrated steel and mining 
company of Russian businessman Roman Abramovich). American iron ore and coal miner Cliffs Natural Resources 
continues its recovery after its business restructuring is going better than anticipated and also UK grocery discounter 
Iceland (Stretford 79) seems to have turned the corner in a very competitive UK grocery market.  
 
Light allocation in the oil and gas sector as well as in volatile European credits 

The fund was held back from performing better by Brazilian construction and engineering company OAS, one of several 
Brazilian builders alleged to have bribed Petrobras in exchange for contracts. We got involved in the company’s bonds 
in November and they performed well during the following two months. However, the bonds saw a bigger decline in 
January as the company saw continued refinancing endangered and embarked on a restructuring of its finances. Given 
the scale of OAS’s operations in Brazil as well as the potential value of various of its assets, we expect a financial 
recovery plan soon, which could see the bonds trade up by a multiple from current levels. We haven’t seen many victims 
of the oil price slump since June last year, however, the valuations of affected assets and companies have adjusted. So 
for example did bonds of Schahin Finace, an operating oil rig backed bond, as well as Canadian listed Pacific Rubiales, 
a petroleum exploration and production company with its main activities in Columbia. We have been relatively light in 
energy companies throughout the oil price decline and are confident in the selective investments there we do. We are 
similarly light in Greek credits and the only affected position we held in January, National Bank of Greece bonds (NBG 
Finance), traded weakly amid all the negative headlines from Greece. Despite the tough stance being adopted by the 
new Greek government, on balance we still believe that a compromise on its bailout programme will be found, given that 
Grexit is neither in the interest of Greece nor its creditors. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  Portfolio Activity & Outlook 
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Lust for yield and its march towards zero (or less) 

Government bond yields are already negative (short- to 
medium-term core Euroland government bonds but others 
to join soon?), and credit yields are falling continuously. 
The iBoxx Investment Grade Corporates index is yielding 
1.23%, half of the rate a year ago. Credit yields are 
heading towards 1% and below, and this is the new 
environment for at least the coming year and likely more.  
Corporate bonds flirting with negative yields also made the 
headlines recently (see graph on the right). In order to get 
a somewhat reasonable yield of 2% most investors will 
need to stretch out to 10 year bonds or longer, or buy the 
lowest Investment Grade rating of BBB-, but, still, even 
there, only maturities of 6+ years offer yields above 2% 
(see tables below). The European High Yield sector on the 
other hand is more generous, although one should not get 
too excited about the highest rated bonds there, as BBs 
average yields of just 2.5-3%. The only space left which 
we think is attractive is the B or B/BB split rated bucket…. and  even there, for bonds maturing within 3 years one can 
only achieve a 4% yield.  

Average yield by rating and maturity 
 

EUR Investment Grade (yield in %) EUR High Yield (yield in %) 

 

Year Bucket 

Rating 1-3 3-5 5-7 7-10 10+ 

AAA 0.23 0.31 0.55 
 

1.18 

AA1 
   

0.70 1.18 

AA2 0.08 0.32 0.45 0.74 1.14 

AA3 0.19 0.44 0.68 0.82 1.28 

A1 0.26 0.41 0.70 0.97 1.46 

A2 0.33 0.56 0.79 1.11 1.56 

A3 0.47 0.71 0.91 1.21 1.65 

BBB1 0.54 0.75 1.08 1.43 2.06 

BBB2 0.86 1.01 1.27 1.85 2.13 

BBB3 1.20 1.91 2.07 2.73 3.16 

Average 0.57 0.86 1.05 1.41 1.79 
 

 

Year Bucket 

Rating 1-3 3-5 5-7 7-10 10+ 

BB1 1.59 2.53 2.88 4.94 3.58 

BB2 2.53 2.71 2.74 3.85 3.54 

BB3 2.93 3.87 4.32 3.58 4.43 

B1 4.10 5.11 5.34 5.07 3.72 

B2 5.74 7.30 7.44 5.13 
 

B3 6.00 8.20 6.03 
  

CCC1 10.87 11.55 7.31 8.19  

CCC2 11.45 18.02 
   

CCC3 
 

23.90 3.26 
  

Average 4.35 5.88 4.31 5.10 3.65 
 

Source: Bank of America Merrill Lynch, Altana Wealth Ltd. 

 
High Yield doesn’t necessarily mean high risk 

When meeting investors over the last two years we 
repeatedly highlighted the misperception that many 
investors have between High Yield and high risk. In our 
view High Yield doesn’t necessary need to mean high 
risk. We also want to reiterate the lagging nature of 
credit ratings, which most of the time acknowledges 
what we already know. We think that investors can 
compile a quite defensive high yield portfolio with 
maturities of up to 7 years with an average yield of 5%. 
Compared to an average Investment Grade portfolio 
which would yield max 1% per annum, even after 
assuming 3% defaults p.a. the High Yield portfolio 
leaves you better off by a wide margin starting already 
in the first year (see graph on the right). Note that 
default forecasts for the whole HY universe incl. CCC 
securities average 3% (CreditSights, Moody’s) and we 
assumed pretty conservatively 3% for a defensive HY 
portfolio excl. CCCs. With our flexibility to invest where 
we see the risk/reward ratio the highest for the foreseeable investment horizon we think that for European credit the 
conditions are the best that they have been for years. Surging inflows into High Yield bond funds and ETFs suggest 
many investors are starting to realise that. 
 
We will send out shortly a more in depth report on valuations of the European credit market and invite you to come on 
board for a promising journey. 
 
Stevan Bajic 

Select corporate bonds are yielding 0% and soon 
potentially even negative 

 
Source: Bloomberg, Altana Wealth Ltd. 

 

Total returns High Yield vs. Investment Grade 

(NAV on right hand side, years on x-axis) 

 
Source: Bloomberg, Altana Wealth Ltd. 
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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 +6.73%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD -6.30% 

Return Since Launch -6.30% 

Annualised Volatility 7.65% 

Downside Deviation* +6.71% 

Skewness -0.83 

Kurtosis +4.27 

Min 1D Return -2.37% 

Max 1D Return +1.84% 

Max Drawdown -14.72% 

Sharpe Ratio** -0.93 

January 2014 
Return +1.31% 

Annualised Volatility 7.35% 

Skewness -0.44 

Kurtosis +0.70 

Min 1D Return -1.02% 

Max 1D Return 0.81% 

Max Drawdown -2.02% 

Correlation with S&P 500: 
1 Month 0.44 

3 Month 0.53 

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, February 2015. 

Sectors Exposure 

1 Basic Materials 4.91% 

2 Communications -0.09% 

3 Consumer, Cyclical 21.31% 

4 Diversified 4.04% 

5 Energy 2.98% 

6 Financial 21.43% 

7 Government -9.23% 

8 Industrial 18.97% 

9 Consumer, Non-cyclical -7.52% 

10 iTraxx  index (pan-European) 6.30% 

11 Technology 1.66% 

Portfolio Overview 

Top 10 Countries 
1 FRANCE 12.76% 

2 ITALY 9.39% 

3 NETHERLANDS 8.67% 

4 SPAIN 8.56% 

5 PORTUGAL 7.19% 

6 iTraxx  index (pan-European) 6.30% 

7 LUXEMBOURG 5.51% 

8 UNITED STATES 5.32% 

9 BRAZIL 4.10% 

10 INDONESIA 3.17% 

Top 10 Issuers 

1 ABENGOA SA 7.49% 

2 NOVO BANCO SA 7.19% 

3 MARKIT ITRX XOVER 12/19 6.30% 

4 ROYAL BK SCOTLND GRP PLC 3.61% 

5 CLIFFS NATURAL RESOURCES 2.93% 

6 FINANCIERE GAILLON 8 SAS 2.89% 

7 ASTON MARTIN CAPITAL LTD 2.58% 

8 FINANCIERE QUICK SAS 2.41% 

9 GEO DEBT FINANCE SCA 2.33% 

10 AREVA SA 2.29% 

 Top 10 40.01% 

 Top 20 58.73% 

 Top 35 72.52% 

 Rest 7.29% 

Duration 

0 to 1 14.25% 

1 to 2 10.60% 

2 to 3 29.44% 

3 to 4 14.22% 

4 to 5 17.10% 

5 to 6 -21.99% 

6 to 7 2.85% 

7 to 8 2.29% 

8 to 9 1.98% 

15 to 16 1.24% 

-2 to -1 6.30% 

-4 to -3 0.89% 

-5 to -4 7.19% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months 

to 
maturity 

> 24 
months 

to 
maturity 

0 to 4% 8.49% 1.86% -4.02% 

4 to 6% 0.00% 1.10% 13.73% 

6 to 8% 0.00% 0.00% 14.87% 

8 to 10% 0.00% 0.00% 11.10% 

> 10% 1.16% 2.19% 35.88% 

Portfolio Duration 
Modified Duration 2.31 

  Credit 2.24 

   Bonds 3.16 

   Sovereign Futures 0.00 

   Corporate Derivatives -0.92 

  Interest Rates 0.08 

   Bonds 0.08 

   Sovereign  Futures 0.00 

  Corp Derivatives 0.00 

Ratings 
BBB- 1.56% B- 8.38% 

BB+ 7.39% CCC+ 1.13% 

BB 1.19% CCC- 1.33% 

BB- 13.07% C 0.33% 

B+ 25.43% CC 0.63% 

B 28.61%  
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