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“Adventure. Excitement. A Jedi craves not these things.”

Yoda

Not so long ago, in a galaxy not far, far away, equity markets shed more than 10% of their value. It was a
period of great terror and despair. Investors lived in fear of a slowing global economy and the Empire
unleashing their much dreaded weapon, the Fed rate hike.

But in the early days of autumn with the Fed unexpectedly turning dovish, and China and Europe reaffirming
their commitments to further monetary stimulus, optimistic investors managed to regroup, force the ‘bears’
to retreat and take equities back to the levels from where they had fallen.

Easy it would be to get excited by this victory and the dramatic drop in market volatility, but as students of
master Yoda, we exercise patience and prudence. After all, many of the factors prevalent in August remain
the same. The Federal Reserve is once again poised to raise rates, China continues to grapple with the
transition from being an export-lead to a market-based economy, and commodity prices are in a funk, which
continues to exert a drag on domestic growth.

At the end of September we felt the market had priced in a significant amount of bad news. At current levels
we feel greater prudence is in order, as we wouldn’t be surprised to see further volatility as sentiment waxes
and wanes.

The Fund

The Fund had another strong month, although the path to success was not a particularly straight one. Early in
the month we were caught off guard when BMO spooked the market with a C$600mm placement of 5-year
rate reset preferred shares with a 5.85% coupon. The deal was extremely cheap, which sparked a dramatic
widening of bank NVCC bonds. We were long TD NVCC bonds and decided to liquidate the position as the
volatility of the securities became too great for our comfort. This position resulted in a loss of 35 bps for the
fund.

Fortunately, our investment in VW C$ bonds more than offset this loss. A couple of days after the initial
scandal was reported, we felt that VW bond prices had fallen too far. We purchased one and two year bonds
which performed strongly in October. Gains on this position coupled with an improved tone in credit and a
myriad of opportunities to trade actively contributed to a net return of +1.71%.

Jan Feb  Mar Apr May Jun  Jul Aug  Sep Oct Nov Dec YTD
N/A  229% 251% 1.27% 246%  025% 0.73%  (0.25%) 1.68% 1.71% - - 13.32%

The Algonquin Debt Strategies Fund LP was launched on February 2, 2015. Monthly returns ate 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.

Algonquin Debt Strategies Fund LP | October 2015



)

ALGONQUIN

CAPITAL

Credit

Although credit spreads continued to widen at the start of the month, once it became apparent that the new
issue supply would be limited, market tone improved considerably. Liquidity generally improved as dealers
felt more confident making markets in a calmer environment. Autos and Telco’s performed very well, while
TransAlta (a name we consistently avoid) widened dramatically. Bank NVCC spreads were extremely volatile,
widening 30 bps before staging an impressive rally to finish the month unchanged.

We continue to see reasonable value in corporate debt at current levels, especially since the potential for new
issue supply remains fairly low. Given our concern regarding bouts of volatility, we prefer shorter dated notes
over longer maturities bonds.

Rates

The Bank of Canada left the benchmark interest rate unchanged at 0.5% and revised growth and inflation
forecasts lower. The C$30bn fiscal deficit the new Liberal majority government intends to run over the next
three years should provide a modest dose of fiscal stimulus that reduces the need for an additional rate cut
from the Bank of Canada. As a result, we expect short rates to drift slightly higher in the coming weeks as
bond investors adjusts to a neutral central bank.

With respect to the US, the FOMC removed language from their October policy statement which pointed to
a stable global economy as a precondition for hiking rates. Ms. Yellen and company are certainly setting the
stage to raise rates in December. We expect the Fed to hike 25 bps in December, barring another bout of
hysteria in the markets. That said, we believe the Fed will move very slowly and deliberately in 2016.

Regards,

The Algonquin Team

Contact

Algonquin Capital Corporation Raj Tandon

1 Yonge Street, Suite 1801 Founding Partner

Toronto, Ontatrio, M5E 1W7 raj.tandon@algonquincap.com
www.algonquincap.com +1 (416) 214-3493
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Disclaimer

Algongquin 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 soutces 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

LERTs

of assumptions underlying those statements. Words such as “may”, “wil
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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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expect’, “intend
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