
Algebris Financial Equity Fund (UCITS)
I EUR May 2019
Terms
Size (€): 84m

Fund Inception:
07 January 2011

Fund Domicile: Ireland

Fund Base Currency:
EUR

Dealing Frequency:
Daily

ISIN:
IE00BWY56Y06

Management Fee: 1.25%

Incentive Fee: 15%

Fund Objective

The Algebris Financial Equity Fund
invests primarily in financial stocks
with a global remit. 
  
It has the ability to be both long
and short, use options where
appropriate and employ prudent
leverage. 
  
The objective of the Fund is to
generate superior risk adjusted
returns over an investment cycle
by identifying mispricing
opportunities through systematic
analysis of a company’s intrinsic
value; the inherent complexity of
financial stocks provides fertile
ground for our team of specialist
financial analysts. 
  
The macro environment and single
stock analyses are synthesized in
the overall portfolio construction.

Risk Profile
Lower Risk Higher Risk

Typically lower
rewards

Typically higher
rewards

1 2 3 4 5 6 7

Note: The synthetic risk and
reward indicator (SRRI) is based
on the historical data and may not
be a reliable indication for the
future. It is calculated using the
volatility of the Fund's weekly
performance over a five-year
period. A score of 6 means the
Fund's historic volatility is between
15% and 25%.

Contact Details

Call: +44 (0) 203 196 2450
Email: algebrisIR@algebris.com 
Visit: www.algebris.com

Performance Analytics - I EUR

Returns Volatility Sharpe Ratio

1 Year -16.3% 19.8% -0.8

3 Years 2.4% 20.4% 0.2

5 Years 4.4% 20.6% 0.3

ITD 3.9% 19.9% 0.3

Performance Vs Reference Index
  Algebris Financial Equity Fund (UCITS)   MSCI World Financials Index
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Note: Returns and volatility numbers are annualised. Performance figures are based on returns for the I EUR share class, net of management fees, incentive fees and
operating expenses, and are reflective of the Fund’s “predecessor” (see related note below for details). MSCI World Financials Index is used as a reference index for
the Algebris Financial Equity Fund. The performance figures of the reference index are in USD, include dividends reinvested and do not consider any costs of investing
in the index. The Fund follows L/S strategy, does not necessarily invest in securities comprising the reference index and is subject to various restrictions and
requirements not applicable to the index, but this index is considered to provide a meaningful comparison. Past performance is not a guarantee of future results.
Source: HSBC Securities Services (Ireland) DAC, Morningstar

Performance History (Net) % - I EUR 2014 - Present

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year

2014 0.94 0.71 -1.65 -4.36 -4.19 -0.45 -1.82 0.34 1.49 0.97 -0.65 1.53 -7.13

2015 5.25 8.59 3.77 2.11 1.91 -1.47 1.48 -1.08 -5.75 3.63 2.02 -3.39 17.52

2016 -10.17 -2.82 -0.51 7.81 3.59 -14.35 10.28 5.75 -2.90 11.08 2.97 2.74 10.53

2017 -0.13 -2.54 9.62 3.46 -0.84 4.58 2.72 -0.25 2.68 -4.96 0.97 3.34 19.43

2018 7.43 -0.68 -4.72 2.07 -9.26 -2.63 7.29 -11.60 4.52 -8.03 -0.92 -12.73 -27.73

2019 8.44 4.09 -4.42 9.71 -7.85 9.07

Return Since Inception 23.85

Note: Returns are net of management fees, incentive fees and operating expenses, and are reflective of the Fund’s  “predecessor”:  MS Algebris Global Financials
UCITS Fund share class I EUR from 22nd October 2013 to 23rd June 2015 and Algebris Financial Equity Fund (UCITS) share class I EUR thereafter. The MS Algebris
Global Financials UCITS Fund and the Algebris Financial Equity Fund (UCITS) merged on 5th February 2016. Prices are published daily on Bloomberg. Past
performance is not a guarantee of future results.
Source: HSBC Securities Services (Ireland) DAC, Morningstar

Commentary

• Top detractors to the Fund performance for the month of May were Unicredit and Banco BPM and the top
contributors were mainly equity shorts.

• Equity markets were hit hard with bank stocks taking the brunt as US banks fell -10% and European banks
-14%. While we had reduced our gross and net rather substantially throughout the April rally, the magnitude
of the sell-off pressured our long book in particular and the Fund gave back some of April’s strong
performance.

• We are mindful of an increasingly uncertain backdrop around rates and trades, and have somewhat increased
the size of our hedge book to protect against further volatility. However, we very much retain our high conviction
across our core ideas in US alternative asset managers, life insurers, and select US and European banks. As
one example of a stock where the value proposition is too strong to ignore, we highlight this month Unicredit,
which is now one of the largest positions across our equity portfolios. 

• Unicredit just reported its best Q1 results in a decade, so progress is being made, and they look to be on-
track to achieve the bulk of their 2019 objectives, set out in their ‘Transform 2019’ program back in December
2017. Their main objectives were to strengthen capital, improve asset quality and transform their business
model. Capital is a robust 12.25% CET1, while gross group NPEs have fallen from 15.2% to 7.6% over the
period (with the number, net of provisions, being 3%). Despite all the noise around a potential recession on
the horizon, the default rate for UniCredit’s loan book in Italy continue to fall, registering at 1.7% during 1Q19,
down from 2.2% in the prior quarter. Exposure to Italian sovereign debt is less than half that of domestic peers,
and headed lower. On the cost side, >900 branches have been closed along with a reduction of 14,000
employees with the full benefit only coming in 2020. A lot has/is being achieved.

• Tangible equity is growing strongly as legacy problems/NPEs are clearly starting to fade and profitability
remains in the high single digits despite a poor macro backdrop. With the stock trading with an entry PE of
5, a P/TBV of 0.4x,  and profitability of >9% RoTE for 2019, we see very significant upside from current levels.
Bank stocks that trade on 2.5x pre-provision profit and with provisions falling – as is the case with Unicredit
– are extremely hard to find. Not even at the depths of the US financial crisis did many American banks reach
such distressed levels (and the ones that did certainly did not have declining credit losses). Put simply, as we
learned from the US experience in 2009, buying bank stocks at deep discounts to tangible book value - when
TBV/share is growing quickly - is a very good way to make money in banks. Unicredit is perhaps the best
example we see of this globally, and in our view is an extremely compelling investment from current levels. In
the next 2.5 years alone, Unicredit will grow TBV and dividends by 65% of the current share price – there is
a significant margin of safety here and upside is substantial even in the absence of a re-rating of the current
distressed multiple.
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Commentary - continued

• In the US, bank stocks continue to trade at the mercy of market expectations for the Fed’s next move. Similar to the sharp move lower in
March following the Fed’s dovish pivot, we saw another move down in May as Fed Fund futures now price in nearly a 99% chance that the
Fed will be cutting before the end of the year. With markets and inflation still relatively stable and the Fed not wanting to provide air cover for
Trump to continue ratcheting up his tariff war, we find the probability of the Fed staying on hold to be somewhat higher than 1-in-100.
Nonetheless, we respect market pricing and would simply point out that for all the focus on banks and the Fed, US bank earnings expectations
have already been reset lower for a flatter curve, a Fed that is done hiking, and a credit cycle requiring much higher provisions. In fact if we
shock earnings further for a full 100 bps of Fed cuts, we find most of our bank longs still trade at a 25-30% discount to their historical average
PE multiple. So, valuations and estimates are both baking in a lot of headwinds already and sentiment on the space is poor. Combined with
very strong capital return yields of 10-15%, we remain constructive and have been selectively adding into weakness across our favoured
names.

 

Top 5 Long Holdings

Position Exposure %

Unicredit 6.6%

ABN Amro 5.7%

Blackstone 4.8%

KBC Group 4.8%

Société Générale 4.6%

Net Exposure by Subsector

Sector Exposure %

Banks 63.8%

Insurance 9.9%

Diversified Financials 8.5%

Software & Services -3.0%

Index -33.7%

Total Exposure 45.5%

Exposure shown above is calculated on a delta adjusted basis for option positions and on a full notional basis for all other instruments.
Source: Algebris (UK) Limited

Exposure by Region (%)

Region Long Short/ Hedge Net Gross

Europe 59.4 -23.6 35.9 90.2

North America 45.5 -36.9 8.6 82.4

Asia 2.1 -1.1 1.0 3.1

Total 107.0 -61.5 45.5 175.7

Net Exposure by Region (%)
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Exposure shown above is calculated on a delta adjusted basis for option positions and on a full notional basis for all other instruments.
Source: Algebris (UK) Limited

About Algebris

Algebris (UK) Limited is a global investment manager with a historical focus on the financial sector across the capital structure. Founded in 2006, Algebris has gradually
expanded its expertise and entered the global credit and Italian securities space to capture a broader set of value opportunities. Most recently, Algebris on-boarded a
quant team that has embraced a statistical arbitrage strategy based on mean reversion. Algebris has a team of 26 investment professionals and manages EUR 10.4bn
AUM (inclusive of committed capital), split between credit and equity investments (data as of 31.05.2019).
   
Algebris (UK) Limited is authorised and regulated by the Financial Conduct Authority. Algebris Investments (US) Inc is a SEC registered Investment Adviser. Algebris 
Investments (Asia) Pte Ltd is a Licensed Fund Management Company with the MAS. Algebris Investments K.K. is licensed by Financial Services Agency. Algebris 
Investments S.à r.l. is authorised  and supervised by the CSSF.

Contact Details

London
Algebris (UK) Limited
4th Floor,
1 St James's Market
London SW1Y 4AH

Singapore
Algebris Investments
(Asia) Pte. Ltd
9 Straits View, #05-08 
Marina One West Tower
Singapore 018937

Boston
Algebris Investments (US) Inc.
699 Boylston Street
Boston MA 02116
United States of America

Milan
Algebris (UK) Limited -
Milan Branch
Via Fatebenefratelli 10
20121 Milano, Italy

Luxembourg
Algebris Investments
(Luxembourg) S.a.r.l.
40 Avenue Monterey
L-2163 Luxembourg

Tokyo
Algebris Investments K.K.
JA Building 12F, 1-3-1
Otemachi, Chiyoda-ku
Tokyo 100-0004 Japan

Tel:   +44 (0) 203 196 2450   
Email:   algebrisIR@algebris.com   
Visit:   www.algebris.com

tel:00442031962450
mailto:algebrisIR@algebris.com
https://www.algebris.com
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Share Classes Identifiers

Share Class Currency Minimum Initial Investment ISIN BBG ticker

B

EUR €10,000 IE00BTLJYM89 FAGFUBE ID

GBP GBP equivalent of €10,000 IE00BTLJYN96 FAGFUBG ID

USD USD equivalent of €10,000 IE00BTLJYQ28 FAGFUBU ID

CHF CHF equivalent of €10,000 IE00BTLJYP11 FAGFUBC ID

SGD SGD equivalent of €10,000 IE00BTLJYR35 FAGFUBS ID

JPY JPY equivalent of €10,000 IE00BD71X526 ALGFEBJ ID

I

EUR €500,000 IE00BWY56Y06 FAGIEUR ID

GBP GBP equivalent of €500,000 IE00BWY57036 FAGIGBP ID

USD USD equivalent of €500,000 IE00BWY56Z13 FAGIUSD ID

CHF CHF equivalent of €500,000 IE00BWT6GB54 ALGFEIC ID

SGD SGD equivalent of €500,000 IE00BWT6GD78 ALGFEIS ID

JPY JPY equivalent of €500,000 IE00BD71X302 ALGFEIJ ID

R

EUR €10,000 IE00BWY56V74 FAGREUR ID

GBP GBP equivalent of €10,000 IE00BWY56X98 FAGRGBP ID

USD USD equivalent of €10,000 IE00BWY56W81 FAGREUR ID

CHF CHF equivalent of €10,000 IE00BWT6GC61 ALGFERC ID

SGD SGD equivalent of €10,000 IE00BWT6GF92 ALGFERS ID

JPY JPY equivalent of €10,000 IE00BD71X419 ALGFERJ ID

Private & Confidential
This document has been prepared and is issued by Algebris (UK) Limited (the “Firm”) who is the Investment Manager to the Algebris Financial Equity Fund. The Firm is authorised and
regulated by the Financial Conduct Authority. This document and information included herein is intended for information purposes only.
This document is intended for persons to whom it may lawfully be issued under The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 including persons 
who are authorised under the Financial Services and Markets Act 2000 of the United Kingdom (the “Act”), certain persons having professional experience in matters relating to 
investments, high net worth companies, high net worth unincorporated associations and partnerships, trustees of high value trusts and persons who qualify as certified sophisticated 
investors.  
This document is exempt from the prohibition in Section 21 of the Act on the communication by persons not authorised under the Act of invitations or inducements to engage in 
investment activity on the ground that it is being issued only to such types of person. Investing in financial markets and securities involves risk. Past performance is not a guarantee 
of future results. Investment losses may occur from time to time and investors could lose some or all of their investment.  
This information is not intended to provide, and should not be relied upon for, accounting, legal or tax advice or investment recommendations. This document does not constitute 
or form part of any offer to issue or sell, or any solicitation of an offer to subscribe or purchase any investment nor shall it or the fact of its distribution form the basis of, or be relied 
on, in connection with, any contract therefore.  
You should consult your tax, legal, accounting or other advisors about the issues discussed herein. A potential investor expressing an interest to invest in the Fund will be provided 
with an offering memorandum and subscription agreement (together, the “Fund Documents”) for the investment and an opportunity to review the documentation relating to the 
investment. Prospective investors must review the Fund Documents, including the risk factors, before making a decision to invest and should rely only on the information contained 
in the Fund Documents in making their investment decision and where necessary consult an advisor.  
No representation, warranty or undertaking, express or implied, is given as to the accuracy or completeness of the information or opinions contained in this document by any of 
Algebris (UK) Limited, its directors or employees and no liability is accepted by such persons for the accuracy or completeness of any such information or opinions.  
Distribution of this information to any person other than the person to whom this information was originally delivered and to such person’s advisors is unauthorised and any reproduction 
of these materials, in whole or in part, or the divulgence of any of their contents, without the prior consent of the Firm in each such instance is prohibited. 
This document is intended for Professional Investors only. All figures, unless stated otherwise, are as at the last business day of the relevant month showing above. Some of the 
figures shown in the tables are estimates, provided by the Firm. The performance shown does not take account of any commissions and costs charged when subscribing to and 
redeeming shares. The strategy employed may result in the NAV exhibiting a high level of volatility. Past performance may not be a reliable guide to future performance.  
The State of the origin of the Fund is Ireland. In Switzerland, the Representative is ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH–8050 Zurich, whilst the Paying agent 
is Vontobel Ltd, Gotthardstrasse43, CH-8022 Zürich. The basic documents of the Fund such as the Prospectus, the key investor information document (KIID), the articles of association 
as well as the semi-annual and annual reports may be obtained free of charge at the office of the Swiss Representative.  
© 2019 Algebris (UK) Limited. All Rights Reserved. 4th Floor, 1 St James’s Market, SW1Y 4AH.


