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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): 98.08                                                                        Fund AUM: $29,045,286 

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 

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% +0.58%          +6.38%* 

*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 TAKKO LUX 2 SCA EURO  9.875 15 Apr 19 +35 1 CLIFFS NATURAL RESOURCES 4.800 01 Oct 20 -35 

2 BORETS FINANCE LTD EURO  7.625 26 Sep 18 +21 2 ERB HELLAS PLC EURO  4.250 26 Jun 18 -23 

3 MANUTENCOOP FACILITY 8.500 01 Aug 20 +20 3 CLIFFS NATURAL RESOURCES 4.875 01 Apr 21 -22 

4 RAIFFEISEN BANK INTL EURO  6.000 16 Oct 23 +19 4 ALPHA CREDIT GROUP PLC EURO  3.375 17 Jun 17 -21 

5 DME AIRPORT LTD EURO  6.000 26 Nov 18 +18 5 PIRAEUS GROUP FINANCE EURO  5.000 27 Mar 17 -19 
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March 2015  Strategy statistics (March 2015) 

 ACBF UCITS  IBOXIG IBOXHY 
  

   

NAV
‡
 98.08  106.55 101.21  Annualised net ROR: +4.50% 

Month return +0.58%  -0.41% -0.75%  Return since inception 10.41% 

Year-to-date** +6.38%  +2.60% +2.27%  Sharpe ratio 0.96 

Cumulative -1.92%  +6.55% +1.21%  Worst month -7.09% 

Annualised volatility   7.21%    5.41%   4.94%  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 74.07% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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Hurray, but wait a minute? 

In March the sovereign bond purchases by the European central bank began and Euroland yields experienced further 
significant declines. 10Y German Bund yields dropped by 13bps to hit 17bps in March and extended their decline to just 
7bps at the time of writing. Risk assets initially showed a strong positive response (e.g. DAX +5.2%), but credit markets 
switched into consolidation mode amid stretched valuations and heavy issuance. The Altana Corporate Bond Fund 
managed to rise by 0.58% amid a slightly weaker market. 
 
It is getting critical for high quality credit 

Despite the agreeably good conditions for credit, March was not such an easy month to trade. The month got off to a 
good start, buoyed by Draghi’s optimism at the ECB meeting and expectation-beating Euroland data, but the rally soon 
ran out of steam. One unusual thing was that higher quality credits performed much worse in March than lower quality 
high-yield credits. The point at which this underperformance of high quality credits started was the 5

th
 March, the day 

when the ECB announced the details of its QE programme. From 5
th
 March until now, AA spreads have widened 10bps, 

or 16%, while single A spreads have widened by 15%, BBB spreads have widened by 13%, and BB and single B 
spreads are 3% wider and 2% tighter, respectively. Figure 1 shows another way of displaying the relative 
outperformance of B rated bonds.  
 
Figure 1: Outperforming credit spreads of B and BB rated bonds 

  
Source: Altana Wealth, Societe General Cross Asset Research 

 
Have yields reached their lower limit? – High Grade credit yields most likely have. 

The more burning question is why this was the case, given the positive background of ECB buying. One reason could 
be the mounting supply of new issues into a market which is not so excited about the yields on offer. Almost €50bn of 
bonds was issued over the second half of February and first half of March. This brought total investment-grade issuance 
for Q1 to almost €100bn, 50% more than the roughly €65bn in the same period in 2014. Supply led to indigestion, and 
spreads backed up as a result, with the effect perhaps amplified by dealers’ inability to absorb much paper.  
Another reason could be the falling government bond yields and the lower limit problem. As government bond yields fell, 
corporate yields should have done so too (assuming spreads to benchmarks stayed unchanged). But as credit yields fell 
below targets of the biggest institutional investor clientele - insurers - these investors went on strike. In the highest rating 
classes like AAs and As, the problem became most pressing because the drop in government yields threatened to be 
bigger than the credit spread on those securities. In other words, credit yields might have dropped below zero. But since 
investors aren’t willing to buy credit at zero yields, corporate yields are falling less quickly than government yields, so 
spreads to benchmarks are going up. 
 
Some strong performers held back by the Greek impasse 

For the fund itself March was an interesting month, as we had a few good developments around our holdings, held back 
by mainly two weaker spots – US iron ore miner Cliffs Natural Resources and Greek banks. The good developments 
came mostly in the form of earnings reports beating expectations and assuring bondholders by German clothing retailer 
Takko and Italian facility services provider Manutencoop. Other strong performers in the fund were Russian industrial 
Borets and airport operator DME (Domodevovo Airport). Lastly also Austrian Raiffeisen Bank continued its recovery with 
pledging to de-lever its balance sheet further and increase its capital base. Considering negative performers, Cliffs 
Natural Resources launched a coercive tender offer for its long dated securities at below par by offering to exchange 
them into a new slightly shorter security at par. The incentive for the company is to take out long term debt with buying 
back sub-par and issuing at par, but for the investor the exercise coupled with other simultaneous debt operations didn’t 
make much sense. Accordingly the take up of the tender was low and both the new bonds as well as the tendered ones 
traded down. It won’t be the last time the company tries to extract shareholder value at the expense of creditors, though 
it doesn’t have many choices but to proceed with balance sheet repair and disposal of non-core assets, which offers 

  Portfolio Activity & Outlook 
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some support for bondholders. Greek banks on the other hand suffered from the continuing impasse between the Greek 
government and its European “partners” and deposit outflows. 
 
Greece is an important geopolitical cornerstone of Europe and too important to be left alone 

For an outside observer the Greek situation might appear far away from being rational. However, one should take a step 
back and look at the geopolitical importance of Greece to Europe and the NATO alliance. Greece is NATO’s as well as 
Europe’s outer flank bordering Turkey and then the Middle East. As a cornerstone of European security it is too 
important to be left alone. This point is probably easily agreed upon. What about the mounting debt load and Greece’s 
willingness to repay it? Now that’s where the discussion turns messy. But inability to repay debt, debt forgiveness and 
write-offs is nothing new and the ECB as well as the IMF might have to face it. Given reasons above the geopolitical as 
well as economic stakes are high and the solution will be a controlled manoeuvre (although it might not appear like one). 
Euroland and NATO can’t afford a mishap in Greece and most likely won’t.  
 
How much longer to wait to buy into European credit? Capitulation is kicking in. 

The hesitation among fund managers to buy bonds at these levels is weakening at the realisation that levels won’t get 
more attractive anytime soon and also the new issues are coming to market at the tighter end of expectations. This also 
provides an artificial floor to the European bond market, as any weakness is being used to buy bonds at a slightly higher 
yield than previously, unless there is a game changer, which for now seems absent. As a result, albeit with a delayed 
reaction, retail and institutional fund investors out there will face the facts that at current valuations high yield credit is 
still the most attractive asset class out there? The alternative might be to buy European Equities after a 20% 
performance ytd, which doesn’t seem so appealing. 
 
Figure: Can we count you in? 3 months rolling fund flows into European high-yield credit 
 

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

 
Will the ECB become a more aggressive buyer? 

If low yields are the greater problem, then AAs and As could continue to underperform. As government bond yields 
continue to fall, the lower limit problem is ever more pressing for high-quality credits, as the fall in government yields 
could exceed the credit spread. The lower limit problem might eventually push the ECB into buying credit. For at least 
the rest of Q2, however, we consider this unlikely. Nevertheless it is apparent how problematic the current low yield 
situation has become and that it will be almost impossible to generate positive returns, unless one goes down the credit 
ladder – something we have been advocating for weeks. With ECB QE likely to crowd more investors into credit over the 
coming months, we doubt we’ve seen the spread tights of the year just yet. Expect strong supportive inflows into 
corporate high-yield credit this year from European retail investment funds, European pension funds and international 
institutional investors selling their Euroland government bonds to the ECB. The month of May and the summer period 
approaching might put a brake on the pace of price appreciation, but the prevailing situation will nevertheless provide a 
supportive backdrop throughout this period, with possible bumps around the UK election and key dates of the Greek 
payment schedule.  
 
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 +12.97%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD 7.57% 

Return Since Launch -0.86% 

Annualised Volatility 7.40% 

Downside Deviation* +6.41% 

Skewness -0.87 

Kurtosis +4.22 

Min 1D Return -2.37% 

Max 1D Return +1.84% 

Max Drawdown -14.72% 

Sharpe Ratio** -0.12 

March 2015 
Return +1.24% 

Annualised Volatility 5.69% 

Skewness -0.17 

Kurtosis +0.83 

Min 1D Return -0.62% 

Max 1D Return 0.66% 

Max Drawdown -2.53% 

Correlation with S&P 500: 
1 Month -0.14 

3 Month 0.20 

All 0.32 
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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 April 2015. 

Sectors Exposure 

1 Basic Materials 4.04% 

2 Communications -18.50% 

3 Consumer, Cyclical 9.85% 

4 Energy 10.57% 

5 Financial 25.85% 

6 Government -12.81% 

7 Industrial 21.66% 

8 Consumer, Non-cyclical 10.29% 

9 iTraxx  index (pan-European) 12.90% 

10 Technology 1.00% 

Portfolio Overview 

Top 10 Countries 
1 ITALY 13.53% 

2 iTraxx  index (pan-European) 12.90% 

3 SPAIN 11.82% 

4 NETHERLANDS 9.62% 

5 RUSSIA 7.79% 

6 PORTUGAL 6.37% 

7 AUSTRIA 5.08% 

8 LUXEMBOURG 4.76% 

9 GREECE 3.93% 

10 BRAZIL 3.79% 

Top 10 Issuers 

1 
MARKIT ITRX EUR XOVER 
12/19 12.90% 

2 NOVO BANCO SA 6.37% 

3 ABENGOA SA 4.24% 

4 ROYAL BK SCOTLND GRP PLC 3.93% 

5 WIND ACQUISITION FIN SA 3.77% 

6 MANUTENCOOP FACILITY 3.17% 

7 RAIFFEISEN BANK INTL 2.91% 

8 ASTON MARTIN CAPITAL LTD 2.57% 

9 AFREN PLC 2.33% 

10 TAKKO LUX 2 SCA 2.19% 

 Top 10 44.39% 

 Top 20 63.61% 

 Top 35 76.91% 

 Rest -12.06% 

Duration 
0 to 1 10.29% 

1 to 2 12.86% 

2 to 3 22.69% 

3 to 4 24.33% 

4 to 5 22.86% 

5 to 6 -43.97% 

6 to 7 -0.48% 

7 to 8 3.74% 

8 to 9 -6.70% 

-1 to 0 12.90% 

-5 to -4 6.01% 

-6 to -5 1.29% 

31 to 32 0.79% 

34 to 35 0.24% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months 

to 
maturity 

> 24 
months 

to 
maturity 

0 to 4% 18.45% -20.83% -19.55% 

4 to 6% 0.00% 1.30% 13.36% 

6 to 8% 0.00% 0.69% 19.79% 

8 to 10% 0.00% 0.00% 19.28% 

> 10% 3.54% 2.39% 28.40% 

Portfolio Duration 
Modified Duration 0.84 

  Credit 1.76 

   Bonds 3.60 

   Sovereign Futures -0.02 

   Corporate Derivatives -1.82 

  Interest Rates -0.92 

   Bonds 0.08 

   Sovereign  Futures -1.00 

  Corp Derivatives 0.00 

Ratings 
AAA -7.08% B 26.60% 

AA+ -6.70% B- 13.98% 

BBB 0.86% CCC+ 7.59% 

BBB- 2.91% CCC 0.88% 

BB+ 8.80% CCC- 0.97% 

BB- 11.59% CC 0.68% 

B+ 20.40% C 1.99% 
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