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Monthly Commentary: June 2019

The NorthStream Credit Strategies Fund returned 1.00% for the month of June, as credit spreads tightened and 
interest rates continued to decline. At the beginning of June, the probability of a July US rate cut was 59% and 
increased to 100% by the end of the month. US interest rates have declined rapidly in 2019 and are perhaps 
overbought in the short term. These overbought conditions have coincided with a notable increase in global 
negative interest rates on government bonds to over $13 trillion.1 

The rapid decline in US interest rates poses the question as to whether the US economy is slowing, or is it the 
best relative value in a world that lacks yield in "safe" assets. Another way to interpret the demand for US 
government bonds is that asset allocators are front running the expectation of interest rate policy normalization in 
the US relative to other industrialized nations. 

The issue of interest rate policy divergence could heat up in Canada in the second half of 2019. The Bank of 
Canada resisted the dovish trend in global rates and left the benchmark overnight rate unchanged at 1.75% on 
July 10. However, if the Fed cuts rates 2 or 3 times in 2019 with the expectation of additional cuts in 2020, 
Canada will likely be forced to follow suit. Currently, the probability of a rate decrease in October by the Bank of 
Canada is 27.3%. 

We continue to monitor the stability of commodity prices and cyclical industries as a signal that recession risks 
are contained. If we have an accommodative interest rate environment and recession risks are stable, we expect 
the remainder of 2019 to be a favourable environment for corporate bonds.

Our portfolio positioning has the flexibility to take advantage of market opportunities. Currently, we have 30% of 
the portfolio in "yield-to-call" positions that will be redeemed, called, or be eligible for a change of control put, in 
the next 12 months. We have another 27% of the portfolio that will mature or will likely be called / retired before 
2021. These positions have the opportunity to benefit from call premiums as companies look to take advantage 
of current favourable refinancing conditions and lock in affordable fixed rate funding. 

Source: Bloomberg Barclays Global Aggregate Negative Yielding Debt Market Value BNYDMVU Index 
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The NorthStream Credit Strategies Fund LP ("the Fund") launched on May 2, 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 
Inc. Past performance is not indicative of future results. Performance, risk metrics, and correlations are as of June 30, 2019.

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.

NorthStream Capital Inc. | 65 Queen Street West, Suite 1404, Toronto, Ontario, M5H 2M5 | 416.613.4652 | www.northstreamcap.com 

1 Bloomberg Barclays Global Aggregate Negative Yielding Debt Market Value BNYDMVU Index 
2 Using 1-year T-bills. 
3 iShares Canadian Government Bond Index ETF (XGB). 
4 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. 

Our bond holdings by rating were 2% BBB, 25% BB, 35% B, 14% CCC, and 24% unrated. Canadian dollar 
positions comprised 67% of the portfolio. The performance, risk, and correlation metrics are detailed below.
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