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Fund Information

No. of Bonds/ No. of Issuers 44/24

No. of Stocks 48

Duration of Bond Allocation 2.8 yrs

Av. Rating of Bond Allocation BB+

Bonds: Yield to Worst (gross) 8.1%

Equity: Dividend Yield (gross) 3.0%

Fund: Yield (gross) 5.0%

Commentary

• The Algebris Financial Income Fund returned 3.07% in March. Top contributors to performance were Intesa

Sanpaolo, KRR and Carlyle Group. Detractors to performance included our equity index hedges and Natixis

• Central bank action dominated the markets in March. Having disappointed at the end of last year, Mario Draghi

primed the market for a package of measures to be announced following the ECB’s March meeting. European banks

rose into the meeting but despite a bigger than expected easing package, with specific help for the banking sector,

European banks subsequently sold off and ended down for the month

• The ECB cut interest rates further but positively for banks created a generous TLTRO 2. Negative interest rates are,

ceteris paribus, a mild negative for the EPS of banks, and by negative we mean low single digit revisions for most

banks. But in our experience bank management teams are proactive and adapt to changing markets. Last year when

rates turned negative for Swedish and Swiss banks, bank management re-priced and half the banks we cover in

these markets still managed to increase net interest income during the year. And 7 out of 8 actually increased their

operating EPS. Management teams re-price loans, push for increased fee income and cut costs in order to offset their

decision not to charge retail customers for deposits

• And on the positive side, the ECB will provide up to Eur 1.7trn of funding through their new 4-year TLTRO at

potentially -40bps. To be clear: the ECB is paying Eurozone banks 40bps to go and lend money – or replace existing

funding. Of course, that is the logical consequence of negative interest rates but it is still good to see a central bank

provide funding at negative rates. In order to use the loans, the banks need to modestly increase net lending. Given

the recent pace of bank lending, the 2.5% hurdle rate should be an easy target to reach

• In addition, the ECB expanded the size and scope of its asset purchase program to include investment grade

corporate debt. Crucially, there seems to have been a step change in the focus of the ECB from the currency markets

(via negative rates) to the credit markets (via TLTRO2 and QE 2.0) – this shift is a clear positive for bank profitability,

credit growth, and the real economy as well

• The most critical development for investors in the AT1 space from the ECB, EBA and EU Parliament is the further

clarity on coupons. The interpretation of the interaction between SREP levels and Pillar 2 requirements was an issue

in December and January and contributed to the selloff in the beginning of the year. In its harshest interpretation, it

implied a hit to buffers making coupons more likely to be missed. Banks and investors pushed back and it appears

the controversy caused a reassessment of the interpretation. This could potentially result in legislation that will serve

to increase the certainty of AT1 coupons going forward, a major positive development that we think has been

underappreciated so far. The specific adjustments would be to decrease the level of Pillar 2 that would impact

minimum capital requirements where coupons would be at risk, directly creating more cushion for bondholders.

Requirements based on stress testing could be excluded from the calculation. The second change would be to

increase the flexibility of banks to pay coupons in the case where they are loss making and below combined buffer

requirements. While coupons remain optional, our discussions with issuing banks give us more confidence that

banks will explicitly prioritize coupons over dividends, potentially introducing dividend stoppers if allowed

• March also saw the return of the primary market as UBS issued a new $1.5bn Perp NC 5 with a 6.875% coupon and

reset spread of 5 year swaps +5.5%. BNP also priced $1.5bn of Perp NC 5 with a 7.625% coupon. We think the

back-end step up to 5 year swaps +631 bps will help drive performance of this bond over time

Fund Terms

Size (€): 181m

Domicile: Ireland

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 31.03.2016

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 11.5%

Annualised Return 4.2%

Annualised Volatility 9.4%

Sharpe Ratio 0.5

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 -2.81 3.07 -6.60

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

Source: Algebris Investments (UK) LLP 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 ~$3.7bn AUM (inclusive of

committed capital), split between credit and equity investments (data as 31 March 2016).

With offices in London, Singapore and Boston, it is registered with the SEC, MAS and the FCA.

Top 5 Equity Holdings

Rank Issuer name

1 KKR & Co

2 Erste Bank

3 Carlyle Group

4 Natixis

5 Aegon

Top 5 Bond Holdings

Rank Issuer name

1 UBS

2 Santander

3 Barclays

4 Lloyds

5 BBVA

Portfolio Composition (Asset Allocation)

Allocation

Equities 57.0%

Bonds 45.7%

Hedges (delta) -21.6%

Contact Us

Commentary - continued

• Finally, the Fed produced a more dovish statement than expected. Most economic data has come in favourably (the US economic surprise index has

rallied sharply in recent weeks), and both hawks and doves at the Fed (apart from Chair Yellen) seem to be suggesting the market might be overly

pessimistic pricing in less than two hikes by the end of 2017. Nonetheless, US bank stocks are stuck in the mud as the NIM ramp is on hold and

provisioning costs creep higher – but with double digit pay-out yields we are being paid to wait. Given many stocks are trading well below tangible and

bank PEs are currently >20% below their historical average, the coiled spring effect could be substantial

• The Portfolio generated strong returns from both the credit and equity books in March, particularly European credit and US equities. The performance

was even stronger intra-month, but weakness in European bank equities dragged on returns in the latter half. Furthermore, hedge positions in the US

and Europe detracted performance as markets were generally robust during the month

• Positioning-wise, the very large allocation to equities at the end of February was pared back slightly as we sold into strength following the sharp intra-

month rally, primarily in Europe. However, our core positions on the equity side remain in both Europe and the US. We added marginally to the credit

portion of the book, primarily through primary issues in BNP and UBS

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

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 Asset Allocation 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 € 100,000 1/4/14 IE00BCZNX202 AFCIRDE ID

GBP GBP equivalent of €100,000 N/A IE00BCZNX319 AFCIRDG ID

USD USD equivalent of €100,000 N/A IE00BCZNX426 AFCRDUD ID

CHF CHF equivalent of €100,000 N/A IE00BD3D0179 AFCRDCH ID

SGD SGD equivalent of €100,000 N/A IE00BYYJYM04 N/A


