
LEMANIK ACTIVE SHORT TERM CREDIT QUARTERLY REPORT (Q419) 

During the fourth quarter of 2019, Lemanik Active Short Term Credit (LASTC) delivered a positive return in line with 

underlying reference markets, supported by a frothy December. Volatility, as measured by the EUR institutional class, 

fell slightly in line with reference markets (moving from 1.41% to 1.37% on an annual basis), close to the historical 

average of the strategy and inside its normal range (<2%). 

The credit portfolio delivered a positive return (in euro terms) of about + 1.34% in the quarter, which compares well 

with the behavior of the reference markets (50% EM HY, 50% DM HY), up on average +2.68% in euro terms. The 

portfolio sensitivity (about 50%) to market behavior has been significantly above the level (20%) that the ratio 

between ASTC spread duration and market spread duration (0.80y vs 4y) would imply. The relative performance has 

been very good because of significant selection effects in all the main geographic areas, while the geographic 

allocation has been penalizing, primarily because of the small underweight maintained in EM during the quarter, and 

to a lesser extent because of the large underweights in European and US HY versus the Nordic HY market. In 

December in particular, the Fund was driven higher by the strong recovery of positions which acted as a drag during 

the previous months: at the country level, a powerful recovery of Argentinean assets generated 40% of the EM 

contribution, with sovereign and provincial bonds up between 15% and 20%; at the sector level, a brilliant 

performance of Energy, US HY Energy in particular which delivered a return 3 times the one generated by US HY on 

average; and lastly, at the company level, the very significant contribution generated by ALDESA 04/21, with a 80% 

jump (from 50 to 90) after the acquisition of a 75% company stake by China Railway Construction (A-/A3). 

The positive performance registered in Q419, together with lower volatility, pushed up significantly the annual 

efficiency ratios, which are now way above the 1 target for both the institutional class (Sharpe Ratio +2.0) and the 

retail one (+1.56). All the Fund classes (EUR, USD, CHF) beat their annual excess return and volatility targets in 2019. 

On the back of lower concerns about global growth, shrinking recession probabilities and the more cooperative stance 

adopted by China and the US, the trend of short-dated interest rates in the US was inverted during the quarter (2y 

swap from 1.63% to 1.70%), and euro swap rates moved higher in negative territory (2y swap from -0.455% to -

0.29%); peripheral spreads moved sideways, with very small volatility. 

The performance of DM Equity markets was remarkable (SPX: +8.53%, EUROSTOXX 50: +4.92%, NKY: +8.73%), and EM 

stock markets outperformed (MSCI EM +11.36%). 

With regard to the DM High Yield market, the performance was very positive despite rising interest rates, both in 

Europe (+2.064% local, +2.032% in euro, STW -61 bp) and in the US (+2.607% in local terms, +1.868% in euro, STW -50 

bp), this time with a significant spread compression. EM hard currency HY outperformed (+4.15% local, +3.418% euro, 

STW -73), supported among other things by Argentina recovery and EM FX mild appreciation (JPM EMCI +1.86%). 

Among the satellite HY markets, Norwegian HY (+1.84% local, +1.28% euro), and Swedish HY (+1.19% local, +1.12% 

euro) continued to appreciate, but underperformed the core HY markets on a relative basis. 

The Fund’ AUM trend consolidated the positive developments of the previous quarters, with assets remaining stable 

at 1.144 € millions at the end of December. 

The average yield to maturity of the credit portfolio moved down compared to the end of last quarter, 4.95% currently 

versus 5.54% at the end of September. Excluding Argentina, the portfolio yield is 4.57% in euro terms, again lower 

compared to the end of last quarter (4.93%). The Fund is invested 86.49%, to be compared to to 89.22% in September, 

lower on the back of the on-going exceptional buy back/tendering activity at the corporate level, and still very liquid 

reflecting a tactical defensive stance. The average residual life of the invested portfolio is 10.3 months, 1 month lower 

compared to last quarter. In order to get a more stable and reliable measure of the portfolio yield, since the end of 

the first quarter 2015 we introduced a new calculation method, called time weighted yield to maturity, where the 

weight of each single security is recalculated in proportion to its residual life. The TW YTM at the end of 2019 is 5.35%, 

lower than September (5.58%) but still attractive.. Both measures of yield are expressed in euro-equivalent terms, net 

of FX forwards points. The number of securities is slightly lower, moving from 278 to 273, like the number of issuers 



(from 236 to 234), but both factors still provide benefits in terms of diversification and granularity. The denomination 

currencies remained stable at 7 in total, while the number of countries fell from 52 to 50, two factors that are still key 

in containing the volatility through the exposure to the demand-supply dynamics of many different markets.  

FX risk is totally hedged as usual. With regard to liquidity of the underlying instruments, securities denominated in the 

most liquid currencies (euro, dollar and sterling) represent about 67.08% of the fund AUM, significantly down 

compared to the end of June (72.01%), partly because of a lower investment level. During the first quarter of 2020, 

securities representing about 8% of the assets will mature, releasing cash to the benefit of the investors. The amount 

held of each single security represents on average 2.87% of the outstanding, and the Fund is not affected by capacity 

issues. We still see a positive outlook for LASTC in the next quarter, in absolute terms and relative terms, with 

attractive ex Argentina YTM (4.57%) and average ex Argentina Z-spread (551 basis points) in relation to the very short 

average residual life of the portfolio. 

 


