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 “I fear the Greeks, even when they bring gifts.” 
Virgil 

The Fund 
Along with the warmer and longer days that mark the beginning of patio season, May brought with it a host 

of challenges for investors to grapple with. The prospect of a Fed hike coupled with the volatility in 

European bond markets and the exasperating negotiations between Greece and its creditors caused jitters on 

both sides of the Atlantic. In light of these conditions, we cautiously allocated our capital and diligently 

controlled our overall exposures. This conservative approach placed more emphasis on our core carry and 

relative value strategies which performed faithfully, while ample active trading opportunities in both credit 

and rates contributed excess returns.  

As we head into June, we can only hope to find closure on Greece. Given the time constraints and how little 

either side is willing to bend, the risk of an accident appears to have risen materially. In some ways, I think the 

best outcome could be for Greece to default and then let things play out as they may, since any agreement at 

this stage will merely kick the can further down the road as it has been so many times before. A default might 

put Greece onto a sustainable economic path. The uncertainty should be put to rest once and for all and not 

delayed any further. While the financial markets could become unglued in the short term, I think they would 

settle down in fairly short order as Greece’s odyssey draws to a close.  

 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD 

N/A 2.29% 2.51% 1.27% 2.46% - - - - - - - 8.79% 

The Algonquin Debt Strategies Fund LP was launched on February 2, 2015. Monthly returns are based on 'Series 1 X Founder's Class' NAV as 

calculated by SGGG Fund Services Inc. and are shown in Canadian dollars, net of all fees and expenses. 

 

Credit 
May saw the return of the ‘borrower’, with corporate new issue supply reaching $8.1 billion. After an 

onslaught of Canadian bank debt, it was good to see a more diverse array of issuers, including a $1 Billion US 

Maple deal. For the most part deals continued to be well received, however secondary market performance 

was not as strong as earlier in the year. We expect to see the recent pace of issuance extend into June as 

several companies are in the process of wrapping up roadshows, which generally culminate in deals being 

announced. We believe that institutions with vast distribution engines (banks) continue to see strong inflows 

into their fixed income funds and remain aggressive technical buyers, while smaller accounts are becoming 

more selective. With these factors in mind, we remain wary of a widening in credit driven by supply fatigue. 
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Rates 
After sitting on the sidelines for the bond market sell-off in April, we couldn’t help ourselves and joined the 

party. We established a modest short position in rates, and took profits once the market hit our target levels. 

The 0.6% drop in Canadian Q1 GDP was much weaker than anyone expected, sparking the market into 

pricing a healthy chance of a further rate cut. With commodity prices in a funk, and provincial tax hikes 

offsetting federal tax cuts, it is difficult to see how job creation will take hold in the short to medium term. 

Although I feel like “waffling”, I will stick to my original call that the Bank of Canada will remain on hold for 

the balance of the year.  

US data has been uninspiring to say the least. The Q2 data hasn’t bounced back to the extent people were 

expecting after a lousy Q1. From what I can tell, US consumers are saving the windfall of lower gasoline 

prices rather than spending it. Despite seemingly lacklustre numbers, I believe the US economy is on a good 

track which means that a Fed Funds rate of nearly zero is no longer warranted. I still expect the first hike to 

come in September with subsequent increases coming at a slow pace.   

         Regards 
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Disclaimer 
Algonquin Capital Corporation (“Algonquin”) is registered with the Ontario Securities Commission as an exempt market dealer, investment fund 

manager, and portfolio manager. 

This commentary is confidential and for authorized use only. Under no circumstances are its contents to be reproduced or distributed to the public, 

media, or potential investors without written authorization. The information contained herein, while obtained from sources believed to be reliable, is 

not guaranteed as to its accuracy or completeness.  

 The information contained in this commentary is not investment or financial product advice and is not intended to be used as the basis for making an 

investment decision. This commentary by Algonquin is not, and does not constitute, an offer to sell or the solicitation, invitation, or recommendation 

to purchase any securities. No representation or warranty, express or implied, is made as to the fairness, accuracy, completeness, or correctness of the 

information, opinions, and conclusions contained in this document. To the maximum extent permitted by law, none of Algonquin, its directors, 

employees, or agents, nor any other person accepts any liability, including without limitation, any liability arising out of fault or negligence for any loss 

arising from the use of the information contained in this commentary.  

This commentary contains statements that constitute “forward looking statements”. Examples of these forward looking statements include, but are not 

limited to, (i) statements regarding future results of operations and financial condition, (ii) statements of plans, objectives or goals and (iii) statements 

of assumptions underlying those statements. Words such as “may”, “will”, “expect”, “intend”, “plan”, “estimate”, “anticipate”, “believe”, “continue”, 

“probability”, “risk” and other similar words are intended to identify forward looking statements but are not the exclusive means of identifying those 

statements. Forward looking statements included herein are based on current expectations and beliefs and Algonquin disclaims, other than as required 

by law, any obligation to update any forward looking statements whether as a result of new information, results, future events, circumstances, or if 

Algonquin’s expectations or opinions should change, or otherwise. By their very nature, forward looking statements involve inherent risks and 

uncertainties, both general and specific, and risks exist that such predictions, forecasts, projections, and other forward looking statements will not be 

achieved. A number of important factors could cause Algonquin’s actual results to differ materially from the plans, objectives, expectations, estimates, 

and intentions expressed in such forward looking statements. As such, undue reliance should not be placed on any forward looking statement. 
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