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The NorthStream Credit Strategies Fund returned +0.61% for the month of November. The portfolio 
continued to have realizations on our preferred share ladder in November and December. BMO redeemed 
its 3.851% Series W preferred shares on November 25th. Our positions in the TD 3.876% Series C and the 
CIBC Series P are callable on January 31st, 2025. On December 10th TD issued $750 million of 5.909% 
Limited Recourse Capital Notes (LRCN) that will reset every five years based on the 5-year government of 
Canada yield plus 3.10%. The TD LRCN notes will close on December 18th, and we expect our position in 
the Series C to be called at that time. 

Our June commentary highlighted the motivation for Canadian banks to retire their fixed rate reset 
preferred shares due to the favourable tax treatment they could receive from issuing other AT1 securities 
or issuing Limited Recourse Capital Notes (LRCN) which have the same priority claim and rating as 
preferred shares. The benefit to the issuer/bank is that the distribution to the holder of a LRCN note is 
interest expense rather than a dividend which offers no tax shield to the bank. The banks are able to lower 
their capital funding costs when factoring in the interest expense benefit. We do expect banks to continue 
to retire their outstanding rate reset preferred shares as they become callable and observed that the 
supply of bank rate reset preferred shares has decreased considerably.  

In the first eleven months of 2024, $4.825 billion of bank rate reset preferred shares have been called. 
The remaining float of bank issued preferred shares consists of $3.0 billion that are callable in 2025. Two 
of the issues held by the fund that are callable in January represent $800 million of the $3 billion that are 
callable next year. The balance of bank issued rate reset preferred shares with call dates after 2025 is 
equal to $4.05 billion. Banks represent 19.9% of the Canadian preferred share index compared to 28.4% 
a year ago. The supply versus demand balance for bank rate reset preferred shares will be favourable 
given that $3 billion of the $7.1 billion outstanding will be retired in the coming year. 

As the efficiency in the bank sector has improved, we have looked for other sectors where there is a 
funding arbitrage for issuers. We recently purchased the Series G rate reset preferred shares of Fairfax 
Financial which are callable in September of 2025. Fairfax recently issued 10-year bonds with a spread of 
140 basis points over government of Canada bonds and are using the proceeds to call the Series C & D 
preferred shares on December 31 that have reset spreads of 315 basis points. We continue to add 
market risk in event driven opportunities that are less correlated with credit spreads or the movement 
of interest rates such as short duration rate reset preferred shares.  
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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. 
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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 November 30, 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. 

 

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. 

 

Return Since Inception: 173.49% 
 


