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Private and Confidential 

This document has been prepared and is provided by Algebris Investments (UK) LLP who is the Investment Manager to the 
Algebris Financial Credit Fund.  Algebris Investments (UK) LLP is authorised and regulated by the UK Financial Conduct Authority.  

Please see the notice at the end of this document which contains important information about the content of this document. 
Some of the figures shown in the tables are estimates, provided by Algebris Investments (UK) LLP.  

All figures are available on Bloomberg, daily. 

Fund Objective 

The Algebris Financial Credit Fund aims to achieve a high level of current income and modest capital appreciation by investing in 
senior and subordinated debt securities of the financial credit sector globally including hybrid capital instruments, preference 
shares and contingent convertible bonds (CoCo bonds) with fixed and variable interest rates, which may be rated investment 
grade or below investment grade.  Currency exposure will be systematically hedged.  

Investment in the Fund may be suitable for investors with a medium to long term investment horizon.  

Fund Information 

Bloomberg Ticker AFCIEUR ID  ISIN (I eur share class) IE00B81TMV64 

Strategy AUM ($m) 162  No. of Bonds / No. of  Issuers 67/36 

Institutional Share Classes I (Accumulating), ID (Distributing)  Effective Duration (OAD) 4.7 

Liquidity Daily  BLP Composition Rating (BLP Rating) BB+ 

Management Fee 0.50%  Gross Coupon Rate (Cpn) 6.6 

Incentive Fee 10%  Gross Yield to Call (YTC)* 6.6 

Domicile  Ireland  Gross Yield to Maturity (YTM) 6.7 

 
Source: Algebris Investments (UK) LLP, Bloomberg L.P.   *Algebris Estimated Call Date 
       Source: Algebris Investments (UK) LLP, Bloomberg L.P. 
 

 

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

 January February March April May June July August September October November December Year 

2012         1.65 2.27 1.68 1.84 7.65 

2013 0.34 0.51 0.46 2.45 0.02 -2.17 1.15 -0.14 0.96    3.57 

 
Note: Net returns assuming admin, management and incentive fees and excluding ADL (Anti Dilution Levy – Currently 50bps).  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. 
Inception Date: 3 September, 2012.   
Source: HSBC Securities Services (Ireland) Ltd, Algebris Investments (UK) LLP 
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Commentary 

The Algebris Financial Credit Fund returned 0.96% in September, and 3.57% year to date.  Contributors to fund performance 
included our positions in BBVA and Lloyds.  

In a reversal of what we saw in August with strong economic data and fears of Fed tapering, September saw mixed economic 
data and a rally in government bond prices.   A weak payroll report with downward revisions to prior months and Larry 
Summers decision to withdraw his name from consideration for Chairman of the Federal Reserve were supportive of bonds 
going into the FOMC meeting.  The Fed’s surprise decision to continue the purchases of Treasuries and MBS at the existing 
$85bn per month pace added to the recovery in Treasury bond prices.  European economic data continued to be strong enough 
to support the emerging recovery view while not putting upward pressure on interest rates.   Lower interest rates and more Fed 
stimulus triggered a broad rally where nearly all asset classes responded positively. 

In the backdrop of the rate volatility over the past several months, the steady performance of the Fund supports our investment 
thesis that bank capital remains an attractive asset class.  The combination of high all-in yields and limited duration risk have 
allowed the fund to demonstrate positive returns in difficult markets for many long biased fixed income investors.  We continue 
to see value in the asset class as banks remain focused on building safer balance sheets to appease regulators and governments.  

In 2014, banks in the US, UK and Europe will be subject to stress tests that effectively raise the bar even higher above market 
minimums.  Between liquidity, capital and leverage ratio requirements, the stress tests, and “gold-plating” of domestic banking 
system requirements, we expect there to be continued need for banks to issue additional tier 1 capital to support the capital 
securities into these stress tests.  

We believe there is an increased role for contingent capital to play and would like to draw your attention to a background piece 
on CoCos recently published by the Bank for International Settlements.  For those of you who are interested the primer can be 
found here.   

Top 10 Bond Issuers by Exposure   Country Exposure 

Rank Name % Total 

1 Lloyds 9% 

2 Credit Suisse 6% 

3 UBS 6% 

4 Unicredit 6% 

5 Deutsche Bank 5% 

6 Commerzbank 5% 

7 Bank of America 5% 

8 BBVA 4% 

9 Santander 4% 

10 ABN Amro 3% 

Source: Algebris Investments (UK) LLP 

 

 
 

 

Country % Allocation 

USA 18%  

UK 15%  

Switzerland 14%  

Germany 12%  

Netherlands 9%  

Italy 8%  

Spain 8%  

France 4%  

Ireland 1%  

Austria 1%  

Source: Algebris Investments (UK) LLP 
  

 
 

  

https://www.bis.org/publ/qtrpdf/r_qt1309f.pdf
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Capital Structure Allocation

 

Hybrid Capital  % Total 

Lower Tier 2 25% 

Upper Tier 2 8% 

Tier 1 30% 

CoCos 28% 

Senior /Cash 10% 

Source: Algebris Investments (UK) LLP 
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This document has been prepared and is provided by Algebris Investments (UK) LLP who is the Investment Manager to the Algebris Financial Credit Fund. 

Algebris Investments (UK) LLP is authorised and regulated by the UK Financial Conduct Authority.  

All figures, unless stated otherwise, are as at the last business day of the relevant month showing above.  

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 summary description of Algebris Investments (UK) LLP 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 is Authorised and Regulated in the United Kingdom by the Financial Conduct Authority. Algebris Investments (UK) LLP, 7 
Clifford Street, London W1S 2FT, UK. 


