NorthStream Credit Strategies Fund LP
Monthly Commentary: January 2018
The NorthStream Credit Strategies Fund LP generated a return of 1.32% for the month of January despite headwinds
from rising rates in North America. The Fund generated 89 basis points of outperformance in January relative to the
broader high yield market.1 The yield on 5-year Canadian government bonds increased 21 basis points during January
relative to a 31 basis point increase for 5-year US Treasuries. Interest rates have increased in six of the past thirteen
months. The Fund generated positive monthly returns in all of the six months that experienced rising rates due to our
emphasis on event-driven situations and our short portfolio duration.
The concerns about rising rates have further increased during February. This apprehension throughout the market led to
a sharp spike in volatility, which was exacerbated by the unwinding of short volatility trades that accumulated billions in
assets during periods of unusually low volatility. On February 5th, the S&P 500 experienced a -4.1% one day decline as
several short VIX ETFs halted redemptions. Investors are now trying to discern how much of the sell-off was caused by
the unwinding of these volatility bets. Was this an anomalous bump in the road, or a shift in the macro backdrop that will
impact all asset classes for the balance of 2018? Of course, dislocations like this present opportunities for our investment
strategy.
The Fund has experienced much less volatility than the market in February due to the 22% portfolio weighting in shortduration and yield-to-call bond positions. Additionally, we have one of our larger portfolio weightings in a shorter duration
note for which the issuer initiated a Dutch auction to repurchase its outstanding debt, a process that will result in
additional cash for the portfolio and a capital gain on the portion of the position that we chose to tender. Our investment
strategy is not dependent on leverage and we have the ability to react to market opportunities as they occur. As our
portfolio and risk metrics indicate, the Fund continues to maintain a low correlation to rates and equities. We are acutely
aware of the increased volatility in the marketplace, the potential for higher interest rates, and the need to preserve
investor capital. At the same time, however, the above scenario usually presents opportunities to the astute investor
willing to dig in and do the work.

The NorthStream Credit Strategies Fund LP ("the Fund") launched on May 2nd, 2016. The monthly returns above are shown net of all
fees and expenses and are based on the Fund's Class X Lead Series NAV. Monthly NAV and returns are calculated by SGGG Fund
Services. Past performance is not indicative of future results. Performance, risk metrics, and correlations are as of January, 31st, 2018.
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Information obtained from this commentary is not intended to be used as financial or investment product advice and is not meant for making investment decisions. This commentary does not constitute a solicitation or offering for the sale or
purchase of investment or securities in any products. The information contained herein, while believed to be reliable and complete, is not guaranteed as to its accuracy or completeness. NorthStream Capital Inc. (“NorthStream”) cannot guarantee
its accuracy or completeness and accepts no responsibility for any loss arising from any use of or reliance on the information contained herein. Material information about the NorthStream Credit Strategies Fund LP (“the Fund”) is made
available in the Confidential Offering Memorandum that should be read carefully before investing. To obtain complete information relating to the Fund, please refer to the Confidential Offering Memorandum.
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