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Fund Information

No. of Bonds/ No. of Issuers 45/ 25

No. of Stocks 52

Duration of Bond Allocation 4.6 yrs

Av. Rating of Bond Allocation BB+

Bonds: Gross Yield to Worst 6.8%

Equity: Gross Dividend Yield 5.0%

Fund: Gross Yield 5.7%

Commentary

• The Algebris Financial Income Fund returned -6.76% in January. Top contributors to performance were equity

index hedges in Europe and the US along with a long credit position in Citigroup. Top detractors to

performance were positions in MUFG, BNP Paribas and T&D Holdings

• EU banks fell sharply in January, down 17%, whilst US banks were hardly spared, falling 13%. This rout

continued into the first week of February. From our standpoint, it looks as though the market has got itself into

a panic and decided to rerun the 2008-9 playbook. Banks were sold heavily during the month on recessionary,

asset quality and capital fears. With the EU bank index down at 100, we have only seen this level 3 times

before: the early 1990s (painful recession), 2009 (global financial crisis) and 2011-2012 (Eurozone sovereign

debt crisis). Each of these instances offered a tremendous buying opportunity, with equity investors more than

doubling their money

• In each of the above instances a materially worse macro backdrop was present than the one we see today.

We are assuming a slow and low GDP growth environment in 2016 with the US likely to grow between 1.5%

and 2.0% and Europe slightly below that. Importantly, banks have significantly raised their capital ratios by

between 2x and 4x what they were pre-financial crisis and their liquidity positions are robust. We do not see a

significant chance of a large recession

• Approximately 40% of US banks are trading below tangible book value and many European banks are trading

around 60% - 70% of tangible. This is despite US banks growing book value for the last 28 straight quarters.

European banks have seen NPLs peak and fall since Q4 2014, loan growth has only just restarted since 2008,

capital ratios are finally above the regulatory ‘end-game’ levels and dividends are being turned on for the first

time since the financial crisis. Even in a more stressed scenario of a US manufacturing recession, an EM hard

landing and an oil price in the 20s for the next 2-years, the magnitude of the issue is a dent to bank earnings,

not to capital

• The fund also experienced losses in our various holdings of Alternative asset managers. We note a few

important changes in the fundamental story here since we last discussed this group. 1) several companies

have stepped up and announced share buybacks - Apollo and Fortress most recently; 2) while monetization

activity will surely slow in a tougher market, we are hearing from even some of the more cautious investors at

these companies that they are finding compelling opportunities to deploy capital for the first time in years; and

3) even placing discounted multiples on the fee-earning part of the business, current stock valuations imply a

negative value for any potential carry in the future. As an example, Apollo - which has generated net IRRs of

26% in 25 years of PE investing and have done their best investing at times of distress - currently trades on an

8% dividend yield on the management fee alone - with future carry representing free upside. Leon Black, their

chairman, called the valuation an "absurdity". We think it's an apt description for the whole group right now,

and continue to build the position into weakness

• In credit, the weakness seen across risk assets and financials in particular finally came to bear in the bank

capital market in January and has accelerated so far into February

Fund Terms

Size (€): 203m

Domicile: Ireland

Retail Share Classes:

R (Accumulating)

Rd (Distributing)

Liquidity:                 Daily

Management Fee: 1.80% 

Incentive Fee: None

Bloomberg Ticker:

AFIREUR ID / AFCIRDE ID

ISIN (R/Rd EUR Share 

Classes):

IE00BCZQ7T48 /

IE00BCZNX202

Data as of 31.01.2016

Fund Objective

The Algebris Financial Income

Fund can invest in the capital

structure of financial

companies globally, in both

equities and fixed income.

The objective of the Fund is to

maximise income and

generate superior risk

adjusted returns over an

investment cycle by investing

in high dividend yielding stocks

and bonds.

The Fund invests in equities

and subordinated debt capital

instruments of financial

institutions globally, including

hybrid capital instruments,

preference shares and

contingent convertible bonds

(CoCos), with fixed and

variable interest rates, which

may be rated investment

grade or below investment

grade.

Investment in the Fund may

be suitable for investors with a

medium to long term

investment horizon.

*Index returns in constant

currency: USD.

Performance Analytics

Return Since Inception 11.3%

Annualised Return 4.4%

Annualised Volatility 7.6%

Sharpe Ratio 1.0

Note: Figures based on net returns for B EUR (Accumulating) class assuming

admin, management and excluding ADL (Anti-Dilution Levy – currently 20bps).

The actual price at which an investor subscribes or redeems shares in the

fund will vary, depending on the swung price based on the ADL applied on the

day in question. Further information is contained in the Prospectus.

Performance Information (Net) % – B EUR (Accumulating)

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

2013 -1.41 1.48 4.05 2.08 2.32 8.69

2014 0.49 2.89 1.32 -0.28 0.48 0.35 -0.25 1.23 -1.13 0.50 1.58 -0.66 6.63

2015 0.82 4.48 1.91 1.08 1.14 -1.89 1.55 -3.27 -4.31 3.09 1.05 -2.40 2.92

2016 -6.76 -6.76

Note : Figures are available on Bloomberg, daily.

Source: HSBC Securities Services (Ireland) Ltd, Algebris Investments (UK) LLP

Contact us

For questions regarding the

Algebris Financial Income Fund

Call: +44 (0)20 7851 1740

Email: algebrisIR@algebris.com

Visit: www.algebris.com

Source: Bloomberg LP, Algebris Investments (UK) LLP
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Equities – Exposure by Region

Allocation may not add up to 100% due to rounding.

Source: Algebris Investments (UK) LLP
Allocation may not add up to 100% due to rounding.

Source: Algebris Investments (UK) LLP

Source: Algebris Investments (UK) LLP Source: Algebris Investments (UK) LLP

Exposure is calculated on a delta adjusted basis for option

positions and on a full notional basis for all other instruments.

Source: Algebris Investments (UK) LLP

Bonds – Exposure by Country

About Algebris

Algebris Investments (UK) LLP is an investment manager specialised in the global financial sector. Algebris invests across the capital structures of financial institutions, in

both credit and equity, on behalf of long only and hedged strategies. Algebris has a team of 15 investment professionals and manages ~$2.6bn AUM (inclusive of

committed capital), split between credit and equity investments (data as of 31 January 2016). With offices in London, Singapore, Boston and Milan, it is registered with

the SEC, MAS and the FCA.

Top 5 Equity Holdings

Rank Issuer name

1 Carlyle Group

2 Natixis

3 Lloyds

4 Aegon

5 KKR & Co

Top 5 Bond Holdings

Rank Issuer name

1 Santander

2 Barclays

3 UBS

4 Lloyds

5 Intesa Sanpaolo

Portfolio Composition (Asset Allocation)

Allocation

Equities 56.0%

Bonds 44.4%

Hedges (delta) -5.8%

Contact Us

Milan

Algebris (Italy)

Via Fatebenefratelli 10

20121 Milano

Italy

London

Algebris Investments (UK)

7 Clifford Street

London  W1S 2FT

Tel: +44 (0)20 7851 1740

Email: algebrisIR@algebris.com

Visit:   www.algebris.com

Singapore

Algebris Investments (Asia)

50 Raffles Place #38-07

Singapore Land Tower

Singapore 048623

Boston

Algebris Investments (US)

581 Boylston Street

Suite #321

Boston MA 02116

Commentary - continued

• From our micro work, we believe the market has overshot the likely impact. We do not expect a credit cycle approaching the 2008-2009

losses and see likely losses to be a drag on earnings rather than impair book value. The starting point for bank capital, leverage and

exposure to stressed areas of credit markets are night and day from 2008

• While there are a few idiosyncratic situations driving prices, the selloff has become indiscriminate and is providing what we believe to be

excellent entry points particularly with a medium term view. We expect coupons to be paid even in the more stressed situations and

underlying government bond rates are unlikely to move substantially higher. In a world of ultralow rates, high levels of income in quality

bonds will be in demand again

• We have had more cash than usual over the last few months and have been using this selloff as an opportunity add exposure across the

space. We have added to existing positions and in a select few new positions where prices have fallen enough that the risk reward has

changed materially and we see substantial upside

• We are available as always to speak with investors, please feel free to contact AlgebrisIR@algebris.com with any questions you may have

mailto:algebrisIR@algebris.com
http://www.algebris.com/
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Private & Confidential

This document has been prepared and is provided by Algebris Investments (UK) LLP who is the Investment Manager to the Algebris Financial Income Fund. Algebris
Investments (UK) LLP is authorised and regulated by the Financial Conduct Authority. 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 Algebris Investments (UK) LLP. 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. 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 Investments (UK) LLP, its partners or employees and no liability is accepted by such persons for the accuracy or completeness of
any such information or opinions. The information included herein and other materials provided to you are intended only for discussion purposes. This information is not
intended to provide, and should not be relied upon for, accounting, legal or tax advice or investment recommendations. 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 transaction 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. This document is being issued by Algebris Investments (UK) LLP and is for private circulation only. 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 Algebris Investments (UK) LLP in each such instance is prohibited. Notwithstanding anything to
the contrary herein, each shareholder (and each employee, representative, or other agent of such shareholder) may disclose to any and all persons, without limitation of any
kind, the tax treatment and tax structure of (i) Algebris Investments (UK) LLP and (ii) any of its transactions, and all materials of any kind (including opinions or other tax
analyses) that are provided to the shareholder relating to such tax treatment and tax structure. This document is being communicated by Algebris Investments (UK) LLP only to
persons to whom it may lawfully be issued under The Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 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. The strategy employed may result in the
NAV exhibiting a high level of volatility and so is suitable for professional investors only. Algebris Investments (UK) LLP. 7 Clifford Street, London, W1S 2FT, UK.

Fund Details 

Share Class Identifiers

Class CCY Min Investment Launch Date ISIN BBG ticker

I

EUR € 500,000 10/10/13 IE00BCZNWT08 AFIIEUR ID

GBP GBP equivalent of €500,000 N/A IE00BCZNWW37 AFCIIGB ID

USD USD equivalent of €500,000 1/8/14 IE00BCZNWX44 AFCIIUS ID

CHF CHF equivalent of €500,000 N/A IE00BCZNWV20 ALGFIIC ID

SGD SGD equivalent of €500,000 N/A IE00BYYJYN11 N/A

R

EUR € 10,000 18/9/13 IE00BCZQ7T48 AFIREUR ID

GBP GBP equivalent of €10,000 N/A IE00BCZNX194 AFCIRGB ID

USD USD equivalent of €10,000 N/A IE00BCZNXN11 AFIRUSD ID

CHF CHF equivalent of €10,000 4/12/13 IE00BCZQ7S31 AFIRCHF ID

SGD SGD equivalent of €10,000 N/A IE00BYYJYJ74 N/A 

ID

EUR € 500,000 3/10/13 IE00BCZNWY50 AFIIDEU ID

GBP GBP equivalent of €500,000 N/A IE00BCZNX087 AFCIDGBP ID

USD USD equivalent of €500,000 29/11/13 IE00BCZQ7R24 AFCIDUS ID

CHF CHF equivalent of €500,000 N/A IE00BCZNWZ67 AFCIDCH ID

SGD SGD equivalent of €500,000 N/A IE00BYYJYP35 N/A

RD

EUR € 10,000 1/4/14 IE00BCZNX202 AFCIRDE ID

GBP GBP equivalent of €10,000 N/A IE00BCZNX319 AFCIRDG ID

USD USD equivalent of €10,000 N/A IE00BCZNX426 AFCRDUD ID

CHF CHF equivalent of €10,000 N/A IE00BD3D0179 AFCRDCH ID

SGD SGD equivalent of €10,000 N/A IE00BYYJYM04 N/A


