
NorthStream Credit Strategies Fund LP 
Monthly Commentary: February 2018

The NorthStream Credit Strategies Fund LP generated a return of 0.01% for the month of February as US rates 
continued to rise and stock markets experienced turbulence. The high yield market was down -0.97% for the month 
compared to -2.07% for the US investment grade bond index.1,2 The Fund generated 98 basis points of 
outperformance in February relative to the high yield index due to our shorter duration (3.17 years), a 21% weighting 
in yield-to-call bond positions and realization on event driven opportunities including a Dutch auction by Sherritt 
International to repurchase debt, where we tendered a portion of our position in the 8% notes maturing 2021.

In our December commentary we highlighted that over 1/3 of the Fund’s investment return for 2017 was from capital 
gains. As we are all aware – it’s not just how much you make, it’s all about what you get to keep. Now that the 2017 
T5013 tax slips are available we can confirm that we exceeded this objective. In the table below, we highlight that for 
a subscription starting January 1, 2017 the percentage of the investment return from net interest income was 50%, 
28% from realized capital gains and the remaining 22% from unrealized capital gains. For 2017, the Class X units 
had 64% of the investment return subject to taxable income. 

In the table below we have calculated the interest equivalent return by multiplying the realized and unrealized capital 
gains by 2 to show the 2017 interest-equivalent return. If all of the Fund’s investment return had been generated from 
interest income, the pre-tax interest-equivalent return would be 15.68% for 2017.  The Pre-Tax Equivalent Return of 
15.68% allows investors to compare NorthStream’s returns with other investments that generate the investment 
return entirely from income, on an “apples-to-apples” basis. 



NorthStream Credit Strategies Fund LP 
Monthly Commentary: February 2018

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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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 February, 28th, 2018. 

In 2016 the Fund had a very high portion of the 16.80% investment return that was from capital gains. The 
percentage generated from income was 23%, 11% was from realized capital gains, and the remaining 76% being 
from unrealized capital gains, resulting in only 29% of the investment return being subject to income tax. The 
favourable tax treatment for capital gains provides a more attractive after-tax return relative to fixed income 
products that generate only interest income. Please contact us if you are interested in reviewing our tax 
calculations for a given series of Class X units.      

Over the 22 months since inception, the Fund has generated positive returns in a rising interest rate environment 
and preserved capital during periods of equity volatility demonstrating the low correlation to rates and equities as 
shown in the table below.  Additionally, the Fund has generated investment returns that are competitive with the 
equity market, but with the risk profile of a fixed income product.  

Please refer to our performance and risk metrics below. 

1 iShares iBoxx $ High Yield Corporate Bond ETF (HYG)
2 iShares iBoxx $ Investment Grade Corporate Bond ETF (LQD)
3 Allocation of Investment return calculations based on actual 2017 T5013 tax slip prepared by SGGG Fund Services.
4 Using 1-year T-bills.
5 iShares Canadian Government Bond Index ETF (XGB)
6 Negative downside capture vs. XGB, TSX, and S&P 500 is a result of NorthStream generating positive returns in 
months when these indices generated negative returns. 
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