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The NorthStream Credit Strategies Fund returned +0.14% for the month of February, and +6.09% for 
the last twelve months. 

The North American economy continues to be resilient, resulting in strong employment figures in 
February. Canada added a higher-than-expected 41k jobs in February and US nonfarm payrolls beat 
estimates of 200k with 275k jobs added.  North American consumers are working and continue to spend 
which is causing inflation to be stickier than expected.  Underlying US inflation topped forecasts for 
a second month in February as prices jumped for used cars, air travel and clothes, reinforcing the 
Federal Reserve’s cautious approach to cutting interest rates. The core consumer price index, which 
excludes food and energy costs, increased 0.4% from January, and is up 3.8% year over year. The 
underlying PCE inflation has stalled in the ~3% range and services ex-shelter PCE inflation is trending 
higher at around 4.5%.  

Expectations for rate cuts continue to be pushed out with the futures market predicting the first cut in 
Canada and the US occurring in June or July.  The US Presidential election creates a complication for the 
Fed in that it does not want to be perceived to act in support of any party.  We expect they will be 
cautious to make any interest rate decisions at the September and November FOMC meetings.  This 
could result in fewer than three rate cuts in the US unless inflation declines significantly in the next two 
months.   

David Einhorn, the founder of Greenlight Capital was recently interviewed on the Bloomberg Masters in 
Business podcast where he discussed the structural changes in the equity markets that resulted in 
modifying how the firm allocated capital.  He commented that value investing has changed in that they 
could no longer count on other long only investors buying after they establish a position. They are now 
allocating capital to companies that generate free cash flow yields in the teens that have active share 
repurchase programs. He stated, “We are going to have to get paid by the company”.   

Our event driven credit strategy has focused on opportunities where there is a catalyst or incentive for 
the company to retire the debt before maturity. Most of our positions are realized by the company 
“paying” us to exit the position.  We invest in companies that generate high rates of free cash flow and 
view them as being in control of their own destiny. These companies are not dependent on the credit or 
equity markets for funding and can choose how to return capital to stakeholders. Energy and energy 
services have been sectors where the companies have generated significant free cash flow and have 
chosen to reduce the amount of outstanding debt. Our exposure to energy services has declined in the 
last quarter as our positions in the bonds of Canadian Energy Services, Ensign Drilling and Secure Energy 
Services have been retired with excess free cash flow as the sector continues to focus on debt reduction.  
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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 February 29, 2024. Note that the use of the XGB, TSX, and S&P 500 in the performance tables below is for informational purposes 
only. The XGB (iShares Canadian Government Bond index ETF), TSX, and S&P 500 have a different composition than the Fund and are not comparable benchmarks. The XGB, TSX, and S&P 500 were chosen to compare the Fund’s performance returns 
against other asset classes. 

 

Using 1-year T-bills. 
iShares Canadian Government Bond Index ETF (XGB).  
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. 

Return Since Inception: 164.96% 
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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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