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The Fed finally raised rates in Decem-
ber for the first time in 2016. The 25bps 
hike came a year since the preceding 
one and outlined a more positive medi-
um term outlook for the US economy. 
Fed Chair Janet Yellen stated she ex-
pects three additional hikes in 2017 
amidst improvements in the job market, 
increased inflation and expected GDP 
growth of 2.1%.  

In Turkey, the Russian ambassador 
was assassinated in Ankara by an off-
duty policeman, purportedly as payback 
for their continued involvement in the 
Syrian civil war. Additionally, an alleged 
ISIS attack on a nightclub in Istanbul on 
New Year’s Eve killed 39 people. 
These events, following a failed coup in 
July, have led to increased capital flight 
from investors, particularly since the 
rating downgrade in September. The 
Turkish lira fell from 2.9 to 3.5 against 
the US dollar throughout 2016 and has 
had a further 10% decline at the start of 
2017. President Erdogan is undeterred 
in his quest to consolidate power, stat-
ing that the economy is being ‘targeted’ 
by currency manipulators in an attempt 
to slowdown consumption, production 
and investment.  
 

Following on from the earlier OPEC 
agreement, Russia led non-OPEC 
members in agreeing the first produc-
tion cut in 15 years. They have agreed 
to remove 300,000 barrels a day which 
will be matched by a further 300,000  

split between 10 countries. Brent crude 
prices rebounded since the move to 
peak at US$55/bbl. Going forward, this 
is obviously positive for EM issuers, 
especially Russia, Venezuela, Iraq and 
Brazil. This move comes amidst a 
commodity resurgence especially in 
precious metals, and some analysts 
believe there is the possibility of $80/
bbl oil in 2017. This could be a likely 
scenario if the cartel agreements hold. 

The Venezuelan government raised 
US$5bn in December in an unorthodox 
operation. The money was raised by 
Banco de Venezuela, a state-owned 
bank and the government also used a 
49.9% Citgo stake as collateral for a 
loan from Rosneft ($1.5bn). This was 
the first sovereign issue since 2011 
and comes one month after the 
PDVSA bond exchange in October. 
While some analysts believe that Ven-
ezuela will default in 2017, we believe 
they will continue to find creative meth-
ods to pay their way. With the IMF 
predicting inflation of 1,600% this com-
ing year, it will certainly be a difficult 
road ahead. The fund has seen mod-
est gains in PDVSA bonds, particularly 
at the long end of the curve where the 
pricing is more attractive. 
 

The Argo Fund portfolio benefited from 
positive performance from our long 
Russian local debt position as well as 
oil linked names. Our position in a Bra-
zilian telco restructuring also per-
formed well on expectations of a more 
bond friendly proposal.   

We added to our Venezuela position 
and crystallized profits on part of our 
US treasury short position after the 
FOMC induced a selloff. 
 

Turning to Asia, Japanese President 
Shinzo Abe continues his “Abenomics” 
experiment. Domestic companies ex-
pect economic growth next year despite 
negative interest rates and 10 year 
bond yields stuck around 0%. Finance 
Minister Taro Aso did little to temper 
expectations, stating Japan was enter-
ing a “virtuous cycle”. In China, they 
announced growth of 6.7% for 2016, a 
slight decrease from 6.9% a year earli-
er. However, many western economists 
refute these figures  and a recent scan-
dal involving fraudulent statistics from 
the Liaoning province supports this 
view.  
 

The NAV of The Argo Fund gained 
1.71% in December to end the year at 
303.94. Performance for 2016 com-
prised an increase in NAV of 52.30%. 
 

We are pleased to report that The Argo 
Fund received the EuroHedge award 
for Emerging Manager & Smaller Fund 
-(Non-Equity) for 2016. We look for-
ward to a successful 2017. 
 

 

Argo Capital Management 
26 January 2016 

Market Commentary 

 

Rolling Twelve Months Return 52.30% 

Total Return Since Inception 203.94% 

Annualised Return Since 
Inception 7.95% 

Average Credit Rating* B 

Average YTM* 5.91% 

Annualised Volatility** 15.46% 

*Excludes Cash  

Monthly Turnover as NAV % 39.80 

**3 Years  

Duration (%) -0.61 

1 Day VaR* ($US) 0.40mn 

1 Month VaR* ($US) 1.88mn 

Annualised Downside Risk** 8.85% 

1 Year Sharpe Ratio  2.07 

*99% Confidence Level  

**3 Years  

Performance Risk Portfolio 

*As of 31.12.2016 

Month To Date Performance*        1.71%                                   EM Credit Long/Short Strategy 

Year To Date Performance       52.30%  
NAV Per Share                               303.94 
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Risk Report 

Fund Exposure as % of NAV 

Exposure as % of NAV 

UST 10 year short -21.0% 

iBoxx HY Total Return Swap -7.9% 

Oi Telecom 5.4% 

Brazil Sovereign 5.2% 

Cash Deposit 15.9% 

Currency Exposure 

USA  -29.1% 

Brazil 13.2% 

Argentina 8.4% 

Russia 6.7% 

Greece 5.2% 

Month–end risk allocation by strategy (% of NAV) Best Performers (% of NAV) Largest Detractors (% of NAV) 

Region Exposure*  Top 5 Exposures by Country  Top 5 holdings at Month End  

Portfolio Basis Point Value Analysis - DV01 

 Bonds Credit Default 
Swaps* 

Interest Rate 
Swaps* 

Futures* Index Swaps* Total 

Long 66.3% - - - - 66.3% 

Short  - - -  21.1%  11.2% 32.3% 

Net exposure 66.3% - - -21.1% -11.2% 34.0% 

Gross Exposure 66.3% - -  21.1%  11.2% 98.6% 

 Bonds Credit Default 
Swaps 

Interest Rate  
Swaps 

Futures Index Swaps Total 

Long 16,142 - - - - 16,142 

Short  - - - -18,686 -1,956 -20,642 

Net exposure 16,142 - - -18,686 -1,956 -4,500 

Currency Net exposure % of NAV 

MXN -8.1% 

ARS 5.0% 

RUB 3.5% 

EUR -1.2% 

Total -0.4% 

Other 0.4% 

* Expressed as nominal value 

Greece Sovereign Bond  -0.23% 

iBoxx HY Total Return Swap  -0.15% 

Stoxx 50 CFD -0.07% 

S&P 500 Put Option -0.01% 

DEBTAS (Vietnam Corp) -0.01% 

Oi Telecom  0.56% 

Korean Won Short  0.24% 

Russian Sovereign Bond 0.19% 

Ukreximbank  0.19% 

Turkish Lira Short  0.18% 

Government Bonds 34.9% 

Corporate Bonds 20.6% 

Liquid Distressed Bonds 10.9% 

Cash 35.7% 

Futures  -21.1% 

Index Swap -11.2% 

Other -2.1% 

Distribution of Monthly Returns Since Inception (%) 

*Excluding Cash 
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   Jan  Feb  Mar  Apr  May  Jun  Jul  Aug  Sep  Oct  Nov  Dec  Total  

2000                             0.40  -1.79  1.67  0.25  

2001  1.11  2.46  3.27  0.82  2.52  1.83  0.60  2.10  1.51  2.29  5.66  3.67  31.53  

2002  1.83  2.23  2.18  2.39  2.57  0.54  0.97  1.36  2.09  0.48  2.03  2.02  22.74  

2003  1.73  1.69  1.27  3.66  2.50  3.35  1.39  1.16  1.76  1.29  1.13  2.44  26.01  

2004  1.89  0.80  2.05  0.80  -0.15  0.47  0.32  1.50  1.63  1.47  1.95  1.15  14.78  

2005  0.44  1.33  0.13  0.73  1.53  1.34  0.81  1.31  0.50  -0.05  0.16  0.90  9.51  

2006  0.68  0.08  0.28  0.95  0.65  1.60  0.62  0.64  0.74  0.65  1.56  2.14  11.11  

2007  0.36  0.89  0.51  0.92  1.82  1.76  0.41  0.19  0.62  0.43  1.80  1.98  12.31  

2008  0.68  0.48  0.75  -0.24  0.57  0.43  -0.23  -0.67  -7.60  -31.05  -4.41  -2.96  -39.86  

2009  -3.17  0.48  3.87  0.89  -0.15  3.43  1.37  0.69  1.87  1.00  0.40  1.05  12.18  

2010  -0.69  1.54  1.82  -0.46  -2.48  0.72  1.75  1.56  1.91  1.32  -2.66  4.13  8.55  

2011  -0.09  0.44  -0.33  1.72  -0.13  -0.57  1.58  -0.52  -4.55  3.41  0.19  -0.84  0.10  

2012  -2.30  0.41  -0.13  -0.45  -2.63  0.37  -1.20  0.64  0.20  0.11  -0.69  5.85  -0.07  

2013  -1.25  -4.59  -1.06  17.56  -0.58  -0.29  0.31  -0.31  0.54  -0.26  -0.19  -0.23  8.49  

2014  -0.67  0.63  -0.37  -0.10  -0.77  0.80  -0.91  -0.54  -1.32  -0.44  -0.29  -1.02  -4.94  

2015  0.04  -1.20  -0.74  0.96  -0.49  -0.01  -1.08  -0.25  -0.43  -13.32  -1.82  0.21  -17.42  

2016  10.44  0.17  2.22  5.03  1.13  19.17    2.09   1.30 0.66    0.76  -0.27     1.71 52.30 

Monthly returns since inception 

Launch Date October 2000 

Domicile Cayman Islands 

31.12.16 AUM (US$mn) 63.9 

Telephone: +44 (0)20 7016 7660 

Email: ArgoInvestorRelations@argocm.com 

Website: www.argocm.com 

  

  

The Argo Fund Contact  Fund Information 

Liquidity Monthly 

Notice Period 30 days 

Minimum Investment $100,000/€100,000 

Fees 
2% Management                    
20% Performance 


