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 FASANARA CAPITAL LIMITED – GLOBAL DIVERSIFIED 
ALTERNATIVE DEBT FUND 

ARC Ratings Affirms the Public, Final Long-Term A(f) Rating Assigned to Fasanara 
Investments SA, SICAV-RAIF Global Diversified Alternative Debt Fund, with Stable 
Outlook 

ARC Ratings, (UK) Limited has affirmed the final, long-term public 'A(f)' fund rating assigned to Fasanara Investments SA, 

SICAV-RAIF Global Diversified Alternative Debt Fund (the ‘Fund’), with stable outlook. This rating reflects the fact key risk 

metrics of the fund remained at similar levels, including: a small decrease in the share of riskier assets in the portfolio, 

similar delinquencies, a lower level of defaults during the analysed period. Despite the improved but still ongoing 

situation regarding the pandemic, ARC expects further uncertainty in the trade receivables market with economic stress 

in the medium-term due to additional challenges presented by the conflict in Ukraine. This will likely put further pressure 

on the Fund’s monthly returns. 
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 INTRODUCTION 

The Fund is open-ended with a Net Asset Value (‘NAV’) of EUR 511.3m, as at March 2022, which adjusting for subscriptions and redemptions over the review period 

shows a stable performance. 

ARC’s fund ratings are an independent assessment of a specific fund’s exposure to factors that could lead to total return volatility and unexpected NAV. It should 

be noted that fund ratings are not credit ratings and therefore carry the (f) modifier. The rating assesses the Fund’s ability to preserve principal value under 

varying market conditions that may be affected by credit risk, interest rates and liquidity, as well as other market conditions. 

This review report analyses the performance of the Fund since the publication of our last report in June 2021 and addresses the changes to Fasanara’s investment 

strategy in light of Covid-19. There have been no changes to Fasanara’s management team, investment limits or Fund management policies. As such, this report 

should be read in conjunction with the previous Fund review report (2021) and original Fund rating report (2019). 
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 RATING HIGHLIGHTS 

ARC considers that the current rating still reflects the characteristics of the fund, a decrease in the reported defaults, as observed over the last 12 months in a period 

of growing economic relief (but at the same time with future uncertainty emerging). 

KEY RATING DRIVERS INCLUDE: 

 The Fund has experienced an increase in the average quality of the portfolio, the average default probability has decreased from 1.03% in March 2021 to 0.39% in 

March 2022, attributed to economies recovering from Covid-19 suppression. On the other hand, besides Covid-19 related factors, ARC expects conflict in Ukraine 

to put further pressure on the economic activity in Europe, hence these factors indicate characteristics consistent with a retained ‘A(f)’ rating. 

 The retained performance can also be seen by the similar level in the Fund’s delinquencies (12 months) (2.86% in March 2021 compared to 3.14% in March 2022) 

over the review period. 

 Fasanara successfully implemented its business continuity plan in March 2020 which allowed all employees to work remotely, resulting in minimal disruptions to 

its usual business. The policies Fasanara has adopted due to Covid-19 have likely had a positive effect on the Fund’s default and loss rates, whereby although 

they have worsened, they are lower than what they otherwise would have been without Fasanara’s responsive strategies. As such, ARC still deems Fasanara’s 

portfolio management team as capable to efficiently manage the Fund. 

 The Fund’s return improved during 2021, the gross yield of the fund jumped to 9.57% from 6.65% in 2020, the returns during Q1 2022 show improved results in 

comparison to the same period over 2021. 

 The Fund has exhibited characteristics consistent with an ‘A(f)’ rating, considering that there was an easing in economic pressure related to Covid-19. As seen 

there was a slight decrease in delinquencies, considerable decline in defaults and crystallised losses. Therefore, due to the improved performance after a period 

of economic stress, the outlook of the rating is stable, but under watch in the medium-term given the current uncertain geopolitical situation in Europe. 
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 KEY TIPPING POINTS 

Positive Turning Points Negative Turning Points 

- An increase in returns and/or a decrease in losses due to less debtors 

defaulting. 

- Decreased, but remaining Covid-19 related uncertainty as well as 

growing geopolitical risks in Europe. 

 FACTORING MARKET OVERVIEW 

The recovery from Covid-19 and the subsequent increase in EU GDP (7.7% y/y) in 2021, due to easing restrictions, hence recoveries of the economies across most of 

the EU, resulted in the European Factoring market turnover increasing by 10.7% in the first half of 2021. European factoring remained clearly connected to the GDP in 

Europe as it represents 11% of the EU GDP. In almost all countries factoring grew more than the GDP of that country y/y with the only exceptions being Spain, Portugal 

and Norway. The largest increase in factoring turnover y/y was recorded in Czechia (27.2%), Croatia and Poland (both 22.9%) and Belgium (20.2%). The factoring 

turnover for European countries in the first half of 2021 amounted to EUR 953bn compared to EUR 854bn in the first half of 2020. 

The UK factoring market turnover increased by 11.9% year-on-year in 2021 which is almost twice more than the growth in GDP of 6.5% for the same period. 72% of 

total European factoring market in 1H 2021 was made up of 5 countries, with the leader being France (18%), followed by the UK (16%), and then Germany (15%), Italy 

(13%) and Spain (10%). The leading reasons for growth are attributed to increased client turnover, combined with ease of restrictions across the region. 

During the first quarter of 2022 the economy of the Eurozone improved only slightly, recording a GDP growth of 0.2% q/q – less than in Q4 2021 when it rose by 0.3% 

q/q. The quarterly deceleration was seen amid high inflation and supply disruptions due to the war in Ukraine and renewed Covid-19 lockdowns in China. While the 

pandemic restrictions in Europe are easing, further uncertainty due to above mentioned factors threaten the economic landscape during Q2 2022. The first quarter 

showed us that we should remain cautious about further shocks to the economy and particularly the factoring sector. 
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 FUND INVESTMENT STRATEGY AND MANAGEMENT ASSESSMENT 

COVID-19 RESPONSE 

Fasanara Capital Limited (‘Fasanara’) adjusted their risk appetite and investment strategy in response to the market volatility and higher default risk witnessed due 

to Covid-19. These policies have likely had a positive effect on the Fund’s default and loss rates, whereby although they have worsened during the pandemic period, 

they are now seen improving as a result of Fasanara’s responsive strategies. After the first wave, Fasanara decreased investments and increased loan loss provisions 

as well as cash reserves on average from 5-10% to 25-30% across mandates. Cash balances have now been lowered to 1-5%, back to pre-Covid levels. Although 

the high cash exposure allowed for quick redeployment when markets recover, the high levels of cash were a concern from a negative carry perspective and 

presented reinvestment risk. This, with particular consideration to the current recessionary environment, means there may be reduced availability of lower 

risk/higher credit quality investments which will yield stable targeted returns. The Fund’s cash balance increased to 2.46% in March 2022 compared to 1.22% in 

March 2021. 

Fasanara adjusted their pricing model by requiring Borrowers (invoice sellers) to pay slightly higher yields to account for the increased risk of lower recovery rates 

and losses, and to partially offset the risk of higher cash levels. Nevertheless, the Fund’s net returns in September 2020 fell to -0.009%, which whilst experiencing a 

partial recovery in November, appears to be on a downward trend again following the announcement of additional lockdowns globally in December. Furthermore, 

Fasanara has implemented an automated model to continuously monitor debtors and detect any early warning signals, utilising data from credit rating agencies. 

In addition, Fasanara has undertaken a full re-underwrite of the book and tightened its credit policies for originating new SME loans; requiring higher internal rating 

grades and focussing on countries/sectors which have been resilient to the economic downturn caused by Covid-19. 

Given the short average duration of the positions (average maturity of 89 days as at March 2022 for invoices) in the portfolio, Fasanara has been able to be flexible 

and react to changing market conditions by reducing funding to certain risky sectors and switching to safer, recovering ones. More specifically, Fasanara has been 

targeting more resilient sectors which have experienced positive demand shock during the outbreak including healthcare, technology, food and grocery, 

e-commerce and government backed loans. The largest sector in the Fund is Commodities and Materials which comprises 16% of the portfolio as at March 2022). 

Other notable exposures are Non-specialised Wholesale (13%) and Technology Hardware & Equipment (11%). Notable decrease is in Retailing and E-commerce (8% 

in March 2022 vs. 11% in March 2021). The increase in government exposure was due to investments in invoices for personal protection equipment (PPE) that is 

ultimately backed by governments. Fasanara does not foresee this increase in government exposure continuing in the future as it was a product of the Covid-19 

outbreak and the need for PPE. 

ARC considers the shift in sector exposure to be positive to the rating as it demonstrates the Fund manager’s awareness to the changing market conditions and 

their willingness to limit sectors/countries which present a higher level of risk. 
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ORGANISATIONAL STRUCTURE 

The Fund benefits from a highly experienced team, please refer to the previous report for a full breakdown of Fasanara’s organisational structure, which has 

undergone no changes since ARC last reviewed this transaction Additionally, Fasanara does not have any significant debt in the short-term or long-term and they 

have sufficient levels of cash, thus ARC considers them to have low liquidity risk. However, ARC will reassess this when updated company accounts which encompass 

Covid-19 are available. 
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 PORTFOLIO CREDIT RISK 

Regarding the portfolio and credit risk, the overall credit quality of the Fasanara portfolio has improved during the review period. ARC monitors the quality of the 

portfolio on a monthly basis using an internal mapping system to make the Fasanara internal ratings comparable with standard ARC benchmarks. 

Following the monthly reports of Fasanara and based on their ratings, the share of assets rated B and below by the fund decreased from 6% in March 2021 to 1% in 

March 2022, at the same time assets rated A and above increased from 74% to 79% in the same period. Due to the higher proportion of safer assets and lower 

proportion of higher risk assets, ARC considers that the lower probability of default contributed to an improvement in the overall credit quality of the portfolio. The 

weighted average probability of default, calculated by ARC, decreased from 1.03% in March 2021 to 0.39% in March 2022, using the average maturity of the assets in 

the portfolio as a benchmark in both cases. 
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 FUND PERFORMANCE ANALYSIS 

The Fund is comprised of invoices (73.71%, 82.96% in March 2021), 

loans (23.83%, 15.8% in March 2021), and cash (2.46%, 1.22% in March 

2021), as at March 2022. 

DELINQUENCIES 

The graph below shows the ageing of the delinquency buckets for the 

invoices, given they form a significant proportion of the portfolio. 

There was a significant increase in delinquencies across all buckets 

during 2020, specifically from March 2020 onwards, but it started 

normalising from Q4 2020 and had been stable around 4%-5% from 

then on up to March 2022 with a small spike at the end of 2021. 

DEFAULTS AND LOSSES 

The effect of recovery from Covid-19 has left a positive note on the 

portfolio performance and is evidenced by the significant decrease 

in the default rate (YTD) which was 0.09% in March 2022, compared 

to a default rate (YTD) of 0.66% in March 2021 and a default rate of 

0.98% in December 2021. As expected, the end of lockdowns and the 

vaccine rollout has led to a stabilisation in the level of defaults in the 

medium-term. ARC also notes that the short duration of the 

underlying assets enables Fasanara to be dynamic and respond to 

market changes which partially mitigates the increased risk to some 

degree. Considering the uncertain geopolitical environment and 

supply chain issues in Europe these qualities are necessary to 

influence the default rates of the portfolio. 
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RETURNS ANALYSIS 

The graph below shows the comparison of returns of the Fund over 2020, 

2021 and Q1 2022. The gross returns have recovered from the low levels seen 

in 2020 and averaged 0.7% in Q4 2021 and Q1 2022, which seems consistent 

or slightly lower compared to the Fund’s historical performance. The low 

returns in 2020 were likely due to debtors defaulting that are 120 dpd, and is 

reflective of loans that were originated shortly after the outbreak of Covid-

19. The Fund generated a gross return of 9.57% YTD in 2021 which compares 

positively to 6.65% in 2020. We can expect similar performance in 2022 

based on what Q1 figures indicate. However, supply chain and inflationary 

factors must be considered when estimating the future performance of the 

portfolio. The performance of the Fund during the first quarter shows better 

results than the same period in 2021 as a result of an improved strategy and 

adapting to the fast-changing environment. We expect positive effects 

from easing Covid-19 restrictions to be diminished by aforementioned 

aspects including the conflict in Ukraine, worldwide supply chain issues, 

soaring inflation combined with rising interest rates and the withdrawal of 

fiscal stimulus packages worldwide. 

The performance discussed above is consistent with a Fund that is rated ‘A(f)’. Specifically, the observed decrease in delinquencies, defaults and losses, resulting 

in higher returns, were expected as economies rise from pandemic related restrictions. This is consistent with an ‘A(f)’ rating given the decreased variability in risk, 

coming out of a period of economic stress, is tempered by the uncertain geopolitical and macro-economic situation. 
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 RATING CONCLUSION 

The analysis undertaken above shows that the Fund’s main portfolio metrics (delinquencies, defaults and losses) were hit by the Covid-19 crisis, however started 

recovering in Q2 2021. Consequently, the Fund’s gross annual return increased to 9.57% in 2021 from 6.65% in 2020. The first quarter of 2022 indicates in-line 

performance in comparison to the end of 2021. The gross return of the Fund in Q1 2022 was 2.12% compared to 1.61% in Q1 2020 and 2.14% in Q4 2021, which indicates 

the recovery from Covid-19 and its impact on the Fund’s performance. In ARC’s view, if the global economy enters into a recessionary environment again, with 

reduced availability of lower risk/higher credit quality investments which will yield stable targeted returns, there is greater risk of Fasanara choosing riskier assets, 

within its permitted investment parameters, in order to achieve the aim of long-term capital appreciation of the Fund. The effect of this lack of higher quality assets 

has been witnessed during 2020 regardless of the efforts of the Fund to keep the credit quality of their portfolio unaffected during the review period. 

Further analysing the credit risk of the Fund’s portfolio, the YTD default rate was 0.09% in March 2022 which compares to YTD default rate of 0.66% in March 2021. ARC 

expects this trend to stabilise in the medium-term as a result of the improved outlook for the world’s developed economies (Fasanara’s main market) given the 

end of the lockdowns coupled with the vaccine rollout, which will have more of an impact on the sectors which are not receiving government stimulus support. 

Fasanara has been able to implement proactive investment strategy policies as a result of the outbreak, largely helped by the short duration of the underlying 

assets. However, according to ARC’s rating scale for Fund ratings, a rating within the ‘A+’ to ‘A-‘ range represents a Fund which shows an increased risk in periods of 

economic stress. The stable outlook is premised upon the characteristics exhibited by the Fund under a stressed environment and therefore it should be noted that 

a rating upgrade is highly unlikely. 
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 RATING CONSIDERATIONS 

RATING MEANING 

ARC’s Fund Ratings (f) are an independent assessment of a specific Fund’s exposure to factors that could lead to unexpected Net Asset Value and Total Return 

Volatility. The rating assesses the Fund’s ability to preserve principal value under varying market conditions that may be affected by credit risk, interest rates, and/or 

liquidity, as well as other market conditions. The ratings emphasise qualitative over quantitative factors and are expressed in the form of a scale ranging from ‘AAA’ 

(highest quality and lowest volatility) to ‘BB’ (low quality and high volatility). An ARC rating is not a recommendation to buy, sell or hold units in a rated fund. 

A rating outlook indicates the potential direction of a rating during the course of an 18 month to 2-year period for medium and long-term ratings. 

ARC will perform regular surveillance on the Fund. 
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 DATA RECEIVED FROM FASANARA CAPITAL LIMITED 

ARC received the following data and documentation from Fasanara Capital Limited: 

 Investor Reports up to March 2022 

 Fasanara Alternative Credit DDQ June 2020 

 Monthly Fund Factsheets up to March 2022 

 Asset Class Breakdown 

 Gross Yields by Asset Class 

 Benchmarks Comparison 

 Returns and NAV movements 

 Loans Defaults, Losses, Recoveries 

 Concentrations 
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 DISCLAIMERS 
ARC Ratings only provides a rating of the rated fund and neither recommends nor will recommend how a fund can or should achieve a particular rating outcome. A rating does not cover a potential change in laws and is not 
and cannot be regarded as an audit. ARC Ratings does not act as a legal, tax, financial, investment or other advisor and users should seek professional advice from appropriate third parties where necessary. 
 
ARC Ratings, S.A. is registered as a Credit Rating Agency with the European Securities and Markets Authority (ESMA), within the scope of the Regulation (EC) Nº 1060/2009 of the European Parliament and of the Council, of 16 
September, and recognised as External Credit Assessment Institution (ECAI). 
ARC Ratings (UK) Limited is registered as a Credit Rating Agency with the United Kingdom Financial Conduct Authority, within the scope of the Statutory Instrument Nº 266/2019, of 13 February, and recognised as ECAI. 
 
This Review Report should be read together with initial Rating Report and with the subsequent Review reports.  
A fund rating is an independent assessment of a specific fund’s exposure to factors that could lead to unexpected Net Asset Value (“NAV”) and total return volatility in the underlying investment portfolio of securities. Unlike 
credit ratings, a fund rating does not address a fund's ability to meet payment obligations and is not a commentary on yield levels. A fund rating is not a credit rating, uses a specific rating scale and is identified by a specific 
suffix (f). 
The rating(s) assigned by ARC Ratings in this report was/were sought by the entity whose servicer quality is being rated. 
ARC Ratings provides to the entity whose servicer quality is being rated the documents that substantiate the rating to be attributed. This entity is thus given the opportunity to clarify or correct factual details. ARC Ratings also 
grants the entity the possibility of appealing a rating accorded by ARC Ratings as long as this appeal is supported on additional information that has not been taken into account in the original rating. 
Ratings do not constitute a recommendation or offer or solicitation to buy or sell any investments that may be mentioned, and are only one of the factors that investors may wish to consider. The use of any rating is entirely at 
the user’s own risk. 
Throughout the period during which ratings are valid, ARC Ratings monitors the servicer’s performance via public sources and information provided by the servicer and, if a material development occurs, ARC Ratings may bring 
forward the date of review unless stated to be a point in time rating. The updated list of public ratings is available on ARC’s website (www.arcratings.com). 
ARC Ratings’ ratings are assigned based on information, which may include confidential information, collected from a wide variety of sources which ARC Ratings believes to be reliable including from the entity being rated or 
whose financial commitments are subject to rating. ARC Ratings has adopted and implements measures aiming to ensure that, to the extent available in the circumstances, it has obtained reasonable verification of the 
information it uses in assigning a rating and that such information is from reliable sources. Notwithstanding the foregoing, if ARC Ratings is not satisfied with the quality of the information it receives it will decline to assign the 
rating. The according of a rating should not be viewed as a guarantee of the accuracy, completeness, or timeliness of the information relied on in connection with the rating or the results obtained from the use of such information. 
In the rating process, ARC Ratings adopts procedures and methodologies aimed at ensuring transparency, credibility and independence, and also that rating classifications are not influenced by conflicts of interest. 

 

  CONTACT DETAILS 

 

ARC Ratings (UK) Limited 

30 Churchill Place, Canary Wharf 

London E14 5RE - UNITED KINGDOM 

+44 203 927 8600 
arcratings_uk@arcratings.com 

ARC Ratings, S.A. 

Rua de São José. 35 – 1º B 

1150-321 Lisbon - PORTUGAL 

+351 21 304 11 10 
arcratings_eu@arcratings.com 

 

Rhonda Moore 

Business Development Director 
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