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Portfolio Manager: Stevan Bajic                                                                           Chief Investment Officer: Lee Robinson 

 Gross NAV (since inception): $91.81                                                                 Strategy AUM: $31,793,580 

Fund Strategy             Fund AUM: $22,515,576 

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%   -3.00% 

*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. 
 

 

 

 
 

Main Performance Contributors 

Top Performers bps Worst Performers bps 

1 GALAGB 8.875 09/18  8.875 01-Sep-18 +16 1 HEMA BONDCO II BV EURO  8.500 15 Dec 19 -48 

2 TCGLN 7.750 06/17  7.750 22-Jun-17 +10 2 TAKKO LUX 2 SCA EURO  9.875 15 Apr 19 -23 

3 HELLENIC REPUBLIC EURO  2.000 24 Feb 29 +9 3 BITE FINANCE INTERNATION 7.835 15 Feb 18 -17 

4 FINANCIERE GAILLON 8 SAS  7.000 30 Sep 19 +8 4 STRETFORD SEVENTY NINE 6.250 15 Jul 21 -14 

5 RZD CAPITAL PLC EURO  2.730 26 Feb 21 +8 5 GEO DEBT FINANCE SCA EURO  7.500 01 Aug 18 -11 
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October 2014  Strategy statistics (October 2014) 

 
ACBF 
UCITS 

ACBF 
(est.) 

IBOXIG IBOXHY 
 Annualised net ROR: +1.81% 

 Return since inception -8.19% 

NAV
‡
 91.81 100.46 105.06 110.44  Sharpe ratio -0.83 

Month return -1.65% -1.85% +1.19% +1.69%  Largest monthly drawdown -11.23% 

Year-to-date** -8.19% -7.57% +7.65% +4.26%  Worst month -7.09% 

Cumulative -8.19% +0.46% +5.06% +10.44%  Best month +2.37% 

Annualised volatility 7.31% 8.06% 5.40% 5.00%  Percent positive months 72.73% 
‡ 

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) 
0.13% 

  ACBF (subsequently ACBF UCITS)  vs. benchmarks 
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October’s wild ride yields many casualties  

The first half of October and particularly the mid of the month have been brutal for investors who had bought into the 
belief of the low-volatility economy and markets. With the protracted weakness across markets correlations rose and the 
down movement across risk asset classes lead to heavy losses for many investors. Only government bonds provided 
any form of shelter for investors, with 10 year US Treasury yields dropping by a whopping 40bps at one point during the 
day on October 15

th
, it felt like the dark days of 2008 coming back to haunt us. However, the weakness didn’t last long 

as the financial system fundamentals today are much sounder than in 2008, but the economies are slowing, which is 
exactly the reason for the choppiness in markets at present. Add to that the fact that major central banks are (US Fed) 
or will start (BOE) to slowly withdraw their stimuli, which can mean that the market parachute will soon have to walk 
unaided, without the support provided by central banks. Nervousness by market participants across the globe is the 
consequence. Overstretched positioning of many hedge funds forced them to delever into the weakness and book 
losses. In such wild markets, cutting of positions regardless of liquidity and price, is the modus operandi. Big intraday 
moves are the result of it. All of this will serve to reinforce October’s longstanding reputation as a threatening month for 
investors around the world.  
 
It’s the losses which are keeping investors back 

In terms of performance it is no soothing fact to read about heavy losses elsewhere in the market, as it is painful to post 
another negative month with the Altana Corporate Bond Fund. In last month’s newsletter we wrote extensively about 
valuations and run the analysis depicted below. The red line indicates the level at the time of the last newsletter. The 
indicators have not only remained in the zone from which the market normally rallied, they have even gone further 
indicating that valuations have become even more attractive. Last month we concluded that despite the colluding facts 
in favour of a rally, the episode of heavy losses in recent months and the time of the year are holdings investors back, 
despite the attractive yield on offer in the credit market. This is unlikely to change for the ca. 6 remaining trading weeks 
of this year. 
 

 
 
 
 
 
 

  Portfolio Activity & Outlook 

Graph 2/3: Credit spread ratio, B vs. BB left, B vs. A right. (e.g. a ratio of 2 in B vs. BB indicates that B 
rated bonds offer double the spread of BB rated bonds).  
Red line indicates level at time of last newsletter. The market has continued to weaken further. 

  
Graph 4/5: This is not the case for best rated High Yield bonds, i.e. BB rated, of which the ratio has barely 
moved above its long term average (left). Worst rated Investment Grade bonds have barely cheapened 
vs. better rated IG bonds (right).  

  
Source: Altana Wealth Ltd, Bank of America Merrill Lynch 
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Suffering despite heavy risk cutting 

The heavy position cutting in September and continuing in October is working and while limiting our downside with the 
market, our ultimate net long exposure pulled us somewhat down. We were nevertheless able to capture some of the 
recovery by buying up good credits with short maturities like Thomas Cook (just for illustration: $3bn market cap 
company, 3year bond at 7% yield!), and also benefit from idiosyncratic situations like political worries in Greece or good 
results from British gaming company Gala Coral. In RZD Capital, which is the financing arm of Russian Railways, we 
owned an undervalued bond in CHF which performed well, as well as French real estate developer Kaufman & Broad 
(Financiere Gaillon). The biggest underperformers are coming from the consumer and food retail sectors. Hema is a 
Dutch department store icon, but it didn’t prevent the bonds from falling heavily after the company posted disappointing 
results in October. Warm weather and slowing European economies are also bad news for German fashion retailer 
Takko, which was reflected in its bonds. The weak market also absorbed Latvian-Lithuanian telco BITE, as well as 
British food discounter Iceland (Stretford) and news driven eDreams (Geo Debt Finance). In the rally after the mid-
month selloff the names we were stopped out in, rallied the most and passed beyond the prices at which we sold them 
within a few days. That, however, was not the case for all the bonds we sold. Nevertheless the market is not forgiving 
and we need to adapt to this ruthless environment by being ruthless with the credits ourselves.  
 
Year end is within sight and defensive positioning is likely to prevail 

Given where we are coming from since July, the current market sentiment will not dissipate quickly. Since mid October 
there haven’t been any similarly dramatic moves, however, market choppiness is likely to continue for what many will 
feel is an uncomfortably long period of time. We are now way into November and we expect the market activity to grind 
to a halt by mid December the latest. Given the surprise turnaround in markets in the second half of the year many 
investors have booked uncomfortably high losses and reaching any far out of the window at the end of the calendar year 
is simply not in the cards. Equity markets might be in a different mood, but credit investors are definitely much more 
cautious after lots of big moves in the market during the past weeks. Thin volumes dominate the market and drive the 
marks-to-market lower. Acknowledging that and taking the bigger picture, we retain a favourable outlook on the credit 
market. Nevertheless, before we get any chance to be proven right, the current rough patch needs to be ridden out. 
Interest rates in Europe are low and with the ECB measures undertaken (ABS and covered bond purchases along with 
rumoured corporate bond purchases), interest rates in our main activity universe are and will remain low for an extended 
period. Demand for credit will be strong and coupled together with the expected positive effects form the ECB measures 
this should also create a positive fundamental backdrop for economies and ultimately corporates too.   
 
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).  

Risk Report* 

Gross Summary Statistics 

Strategy Return since Jan 13 +4.04%** 

ACBF UCITS 

Launch Date Used 01-May-14 

Return YTD -8.67% 

Return Since Launch -8.67% 

Annualised Volatility 7.70% 

Downside Deviation* +7.07% 

Skewness -1.25 

Kurtosis +4.31 

Min 1D Return -2.37% 

Max 1D Return 1.32% 

Max Drawdown -14.72% 

Sharpe Ratio** -1.56 

October 2014 
Return -1.98% 

Annualised Volatility 8.12% 

Skewness +0.08 

Kurtosis -0.03 

Min 1D Return -1.13% 

Max 1D Return +1.01% 

Max Drawdown -1.98% 

Correlation with S&P 500: 
1 Month 0.40 

3 Month 0.29 

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, November 2014. 

Portfolio Overview 

Portfolio Duration 
Modified Duration 0.94 

   3.45 

   Bonds 2.98 

   Sovereign Futures 0.02 

   Corporate Derivatives 0.44 

  Interest Rates -2.51 

   Bonds 0.32 

   Sovereign  Futures -2.82 

  Corp Derivatives 0.00 

Top 10 Countries 
1 FRANCE 11.31% 

2 LUXEMBOURG 11.21% 

3 BRITAIN 10.98% 

4 NETHERLANDS 8.01% 

5 SPAIN 7.84% 

6 PORTUGAL 5.54% 

7 AUSTRIA 3.03% 

8 ITALY 2.82% 

9 RUSSIA 2.24% 

10 GREECE 2.10% 

Ratings 

AAA -24.00% 

AA+ -11.06% 

BBB+ 1.06% 

BBB 4.59% 

BBB- 8.15% 

BB+ 5.97% 

BB 3.67% 

BB- 6.52% 

B+ 16.41% 

B 16.53% 

B- 14.12% 

Top 10 Issuers 

1 ABENGOA SA 5.60% 

2 NOVO BANCO SA 5.54% 

3 CONVATEC HEALTHCARE 5.15% 

4 CABLE & WIRELESS INT FIN 4.43% 

5 MARKIT ITRX XOVER 12/19 4.16% 

6 ROYAL BK SCOTLND GRP PLC 3.92% 

7 ZIGGO BOND CO 3.73% 

8 MOBILE TELESYS (MTS INT) 3.36% 

9 THOMAS COOK GROUP PLC 3.05% 

10 FRANCE (GOVT OF) 2.78% 

 Top 10 41.73% 

 Top 20 61.03% 

 Top 35 74.34% 

 Rest -11.52% 

Yield Range Table 

Yield 
< 12 

months to 
maturity 

12 - 24 
months to 
maturity 

> 24 
months to 
maturity 

0 to 4% 10.05% 8.23% -11.56% 

4 to 6% 0.00% 3.55% 23.10% 

6 to 8% 0.00% 0.00% 22.75% 

8 to 10% 0.00% 0.85% 6.39% 

> 10% -6.25% 2.19% 14.80% 

Duration 

0 to 1 23.05% 

1 to 2 7.14% 

2 to 3 8.57% 

3 to 4 26.98% 

4 to 5 16.09% 

5 to 6 7.87% 

6 to 7 -10.14% 

7 to 8 1.27% 

8 to 9 -23.87% 

14 to 15 1.40% 

-1 to 0 5.37% 

-3 to -2 8.48% 

-4 to -3 1.00% 

-5 to -4 5.54% 
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