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Clariane — Profitable even without a special
event

Clariane is a leading operator of care and
healthcare facilities in Europe. With around
60,000 employees, the group cares for just under
900,000 patients annually in France, Germany,
Belgium, the Netherlands, Italy and Spain. Turno-
ver stands at around €5.3 billion; the majority of
this comes from care homes, supplemented by
clinics and alternative forms of accommodation.
Demand is driven by demographic trends and is
largely independent of economic cycles.

The company ran into difficulties. How did this
come about? Two factors were at play simulta-
neously. Firstly, the Orpea scandal from 2022 on-
wards brought the entire sector into disrepute
and also dragged Clariane into the fray. Secondly,
Clariane was in financial trouble: a mountain of
debt built up through acquisitions and property
development collided with a rapid rise in interest
rates.

In November 2023, management had to admit
that access to finance had ‘deteriorated signifi-
cantly’ and presented a plan worth 1.5 billion eu-
ros to strengthen the balance sheet. The corner-
stones were a capital increase, property sales and
operational measures. The plan has set the com-
pany on the road to recovery.

The complex capital structure comprises various
secured, senior and subordinated debt instru-
ments. Whilst analysing the bond terms, one in-
strument in particular caught our eye: a perpetual
convertible bond with a low coupon (1.875 per
cent) and a price well below par. Furthermore,
the bond carries a reset spread (the interest pre-
mium payable if the bond is not called) of 9.0 per
cent. Together with the Euribor reference rate,
this results in a new coupon of over | | per cent.
Given the significantly lower risk following the re-
structuring and strong operational fundamentals,

this provides clear overcompensation for the risk
taken.

Our fundamental analysis of the business model,
capital structure and management was positive.
We have therefore assessed the bond from two
perspectives:

A base-case scenario and a worst-case sce-
nario: A low-risk bond that will yield 5 per cent
over the next eight months and is subsequently
repaid at par.

Positive scenario: The bond is not repaid on the
first call date. In that case, the coupon would rise
from just under 2 per cent to over || per cent.
Clariane’s bonds of equivalent seniority yield
around 6 per cent, so the bond would have to
appreciate significantly in value. Based on the | |
per cent coupon and the price appreciation, we
assumed a retum of close to 20 per cent.

We now know that Clariane has good access to
the capital markets and will repay the bond on
the first call date. Sometimes the leverage doesn't
pay off (as with Urbaser or Ineos), as is the case
here. But because even the negative scenario of-
fered a satisfactory retumn, we still make money
even if our anticipated event fails to materialise:
around 5 per cent within eight months. This is an
example of how our positions do not depend on
an event — and always follow our guiding princi-
ple: ‘Protect the downside; the upside takes care
of itself’

The ACATIS Euro High Yield Fund holds around
2.0% of its NAV in this bond. It is expected to be
repaid by 8 September 2026.

Yours faithfully

Tobias Engl
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