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INVESTOR LETTER – Q1 2023  

Flexible, with the focus on European markets. This fund can invest in equity and bonds issued by 

both European and non-European companies and in investment funds, options and futures with a view to 

protecting portfolio value or increasing the level of investment. Investment decisions are based on in-depth 

analyses of companies and due diligence on the ground. 

In March violent swings in interest rate expectations occurred. The MOVE index of 

bond volatility reached its highest level since 2009, even compared to COVID-19 

levels. 

The month started with great confidence: the ECB had decided to raise interest rates 

by 0.5%, indicating that the increase would not be the last. The strength of the 

economic recovery required further tightening to curb excessive inflation. Even net 

of energy costs, consumer price growth is close to 6%. 

However, the optimism at the beginning of the month quickly faded, dragging interest 

rate expectations sharply lower. 

Source: Banor, Bloomberg 

 

This decline is not attributable to macro data, but rather to three weekends of 

financial panic: 

• In the first, we saw the failure of two American regional banks. 

• In the second, Credit Suisse saw its century-old history end badly, forced into 

an emergency marriage with arch-rival UBS. 

• In the third, there was fear that European banks could also be affected, especially 

those particularly active in investment banking. 

While doubts about American regional banks remain (weakened by poor risk 

management and lax regulation), we believe that the fundamentals of European banks 

remain substantially better. Although equity investment prospects could worsen 

(putting record interest margins at risk), we believe that credit investment risks are 

contained. The Credit Suisse affair has understandably frightened investors in 

subordinated securities (who saw their investments wiped out in a night of madness). 

However, it should be noted that decisions made in Switzerland are unlikely to be 
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replicated elsewhere: the ECB and the Bank of England have been quick to clarify that 

the regulatory context is different and that decisions made in Bern cannot be copied 

throughout the rest of Europe. 

A similar conclusion can be reached by analyzing the bond prospectuses of AT1 Coco 

securities issued throughout Europe: the permanent (and irreversible) cancellation 

suffered by Credit Suisse bondholders is a peculiarity of Switzerland, almost unheard 

of in other countries. 

Source: Banor 

 

As an investment positioning, while we share concerns about the economic slowdown 

induced by tremors in the financial sector, we believe that current levels of spreads 

and yields are on average very attractive, and therefore we recommend a high level 

of investment. The scenario we expect in the coming quarters is an economic 

slowdown, but not a collapse. In this context, it is reasonable to expect a limited 

increase in default rates for the weakest issuers. We do not expect a widespread 

decline in credit bond prices. However, we remain focused on medium-high quality 

issuers, which will allow us to enjoy attractive spreads with limited exposure to the 

risk of capital loss. 

FRANCESCO CASTELLI – BANOR CAPITAL 

Head of Credit Strategy at Banor Capital and  

Portfolio Manager Aristea SICAV Chiron Total Return 

DISCLAIMER This document does not constitute an offer to anyone, or solicitation by anyone, to subscribe for Shares of the Fund. Its content is based upon information from deemed reliable sources, but it 

cannot be guaranteed as accurate, complete, valid or timely and it should not be relied on as such for any particular purpose. Any subscription should be based solely on the Fund’s Prospectus, as well as the 

latest audited annual report (and subsequent unaudited semi-annual report if available) provided to subscribers prior to the subscription and/or available upon request at 19-21, route d’Arlon, Luxembourg L-

8009 Strassen, Grand Duchy of Luxembourg. An investment in the Fund entails risks, which are more fully described in the Fund’s prospectus. Past performance is not a guide to future performance and may 

not be repeated. The value of an investment can rise or fall with market fluctuations and the originally invested amount may be lost. Exchange rate changes may cause the value of any foreign investment to 

rise or fall. Prices expressed in a currency other than the base currency of the portfolio are available for information purposes only. The Fund may not be registered nor authorized for sale in your home 

country. Tax treatment depends on individual circumstances of each client and may change in the future. Kindly contact your financial adviser in this respect. This communication is issued by Banor Capital 

LTD which is authorised and regulated by the Financial Conduct Authority (“FCA”). 

 


