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Coherence Capital Partners: A Unique Approach to the Credit Markets
Competitive Advantage: The Fund employs a repeatable investment process with several key components
•

Equity Market Perspective
•

•

Extensive Fixed Income Experience
•

•

The team has worked together for decades, successfully navigating multiple credit cycles and interest rate
environments.

Proprietary “Coherence Model”
•

•

We view the fixed income world as an extension of the equity markets.

A cutting-edge proprietary model co-developed with IHS Markit LTD. The model output is combined with
fundamental analysis.

Rigorous Risk Discipline
•

The portfolio management team is extremely disciplined about loss mitigation and capital preservation.

Alignment of Interests: The management team has a substantial portion of their net worth invested in the Spectrum Fund,
further aligning our interests with investors.
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Repeatable Investment Process
IDEA GENERATION

RISK BUCKETS

• MACRO
• SECTOR
• COHERENCE MODEL
• FUNDAMENTAL RESEARCH
• STRUCTURE
• ENHANCED LIQUIDITY
POINTS
• MARKET DATA AND
TECHNICALS
* For illustration only.

• CORE HOLDINGS
• CREDITS W/ EVENT
CATALYSTS
• RELATIVE VALUE
TRADING

SAMPLE PORTFOLIO
CHARACTERISTICS*
• 82 CREDIT POSITIONS:
60% HG VS 40% HY,
80% NA VS 20% EMEA
• GROSS LEVERAGE: 2.5
• AVERAGE RATING: BBB• LARGEST GROSS INDUSTRY:
BANKS
• PORTFOLIO TURNOVER:
3.1X MO

JPM Credit Hedge Fund Forum
June 14, 2018

Start with a Macro View Because Timing Matters
• What is driving credit premiums?
• Trade Wars – China, NAFTA
• Korea
• ECB – End of QE, balance sheet normalization
• US Fed – Rate hikes, balance sheet normalization
• Energy Prices – Extraction efficiency creates new dilemma
• Euro Exit – UK, Italy, Spain
• Expectations for global GDP growth led by US
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US HY OAS vs. US HY CDX in Spread
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Neither
80%

IG

6%

14%

80%

Pos
10%

S&P
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Neither
78%

6%
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Risk Factors in Credit Products
• Higher rates and larger risk premiums/wider spreads increases refinancing risk, increasing
interest expense and extension risk.
• Good markets make bad bonds (covenant light). Higher rates and wider spreads will
create credit dispersion.
• Flat default rates into 2019 and then gradually rising with negative credit rating
momentum.
• Expansion of global credit - both corporate and personal - as world reflates.
• M&A: Clear direction from government on what is allowable and what isn’t, continued
growth of both corporate credit and well as consumer credit.
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What Other Wholesaling Models Will Be “Amazoned”?
• American Tire – Goodyear and Michelin are now wholesalers.
• Auto Rentals – Technology, change in behavior and residuals weigh on sector.
• E&P Bonanza – Frackers, new technology, and a push to lower costs at the well head.
• Media Matrix – 5G changes the game for wirelines; is broadcasting dead as cord cutting
increases, is content king, how will content be consumed?
• Grocers – Low margins are now enhanced by greater distribution and technology.
• Big Box – Becomes big hole for retailers and REITS.
• Security Firms – Will consumers manage their home networks?
• Travel – Technology and rewards programs have shifted behavior.
• Is Healthcare Next? – Healthcare is inherently inefficient, and technological innovation
could drastically change how it’s delivered.
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Coherence Model Provides Insights
The Coherence Model uses AI and a multi-factor model to predict credit migration
• Helps us “punch above our weight”
Sector

Coherence Model
Trend

Macro

Relative Value

Overweight

Underweight

Basic Materials

Positive

Neutral

Negative

USX (24)

BLL (28)

Consumer Cyclical

Negative

Negative

Negative

AMC (22), NUGGET

EXPE (82), GT (90), SBH, TSLA
(71)

Consumer Non-Cyclical

Negative

Negative

Neutral

Energy

Positive

Neutral

Positive

ASCENT, CQP (22), DNR (6)

MEGCN (1)

Financials

Positive

Positive

Positive

MS (46), RBS (26)

DB (95), HSBC (88)

Healthcare

Positive

Negative

Neutral

HCA (7), VRXCN (39)

BMY (24), GILD (40)

Industrials

Positive

Positive

Neutral

CLOUD CRANE

ADT (53), F (46),
GE (95)

Technology

Positive

Positive

Positive

MCHP (44), NXP (46)

QCOM (65), XRX

Telecom / Media

Negative

Neutral

Neutral

S (62), VIA (60)

CTL (83), TMUS (32)

Utilities

Positive

Negative

Neutral

AES(5)

CPN (90)

GIS (36), KR (87)
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Disclaimer
The information contained herein was prepared for those meeting the definition of “Qualified Purchaser” as defined in U.S. securities law. This is not an offer to sell or the solicitation of
an offer to purchase interests (shares) of the Coherence Capital Spectrum Fund Onshore, LP or Coherence Capital Spectrum Fund Offshore, Ltd. (together, the “Fund”). Any such offer
or solicitation will be made to qualified investors only by means of a final private offering memorandum and only in those jurisdictions where permitted by law. The Fund’s interests are
not registered with the Securities and Exchange Commission. An investment in the Fund should be viewed as speculative and as involving a high degree of risk. An investor should not
make an investment, unless it is prepared to lose all or a substantial portion of its investment. Opportunities for redemption and transferability of interests are restricted and/or limited, so
investors may not have access to capital when it is needed or desired. There is no secondary market for the fund’s interests and none is expected to develop. The portfolio is primarily
concentrated in a long/short credit strategy. The Fund’s manager has total trading authority over the Fund. The use of a single manager applying generally similar trading programs could
mean lack of diversification and, consequentially, higher risk. A portion of the trades executed for the Fund by the manager may take place on non-U.S. exchanges which may be less
liquid and less regulated than U.S. exchanges. Leverage will be employed in the fund’s portfolio, which can make investment performance more volatile. The fees and expenses charged in
connection with this investment may be higher than the fees and expenses of other investment alternatives. There is no guarantee that the investment objective will be
achieved. Moreover, the past performance of the investment team or of the manager should not be construed as an indicator of future performance, and the past performance of any
investment is no indicator of future returns.
This communication contains net asset value information and may be subject to change. Net asset values are estimates only, unless otherwise indicated, and are unaudited, unless
otherwise indicated. Nothing in this communication supersedes any information contained in the Fund’s current offering document. Indications of investment limitations, parameters on
the use of leverage, and other investment or portfolio constraints reflect or may reflect the manager’s current thinking unless contained in the current offering memorandum for the
Fund, and so should be viewed as subject to change at the sole discretion of the manager. You should consult the most recent offering memorandum for a discussion of a Fund’s
investment program and limitations. If this communication (or any attachment) contains performance examples from any portfolio, such examples should be understood contextually and
as an effort to explain a particular period’s performance, and should not be viewed as an indication that other portfolio holdings performed or will perform similarly. Performance
information is subject to revision and audit. It is assumed that you will review the disclaimers contained in any attached document for further qualifications and clarifications. Neither this
communication, nor any attachments should be forwarded to anyone who is not the intended recipient(s). This communication and any attachments are intended solely for the use of the
individual or entity to which it is addressed and may contain information that is confidential or legally privileged. If you are not the intended recipient, you are hereby notified that any
dissemination, distribution, copying or other use of this message or its attachments is strictly prohibited. If you have received this message in error, please notify the sender immediately
and permanently delete this message and any attachments.
References herein to future interest rates, market conditions, specific investments, political risks, and/or the general economy are the considered opinion(s) of Coherence Capital Partners,
and should not be construed as assertions of fact or guarantees of future outcomes or conditions.
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Contact Information
• For any inquiries or information, please contact John Lovisolo, COO, by email at
jlovisolo@coherencecap.com or by phone at (646) 569-6771.

