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Strategy Target Portfolio Uncorrelated
Long / short hedge fund Long-term net returns Short maturity Compelling
delivering Canadian of 6% - 8% with investment grade credit fixed-income
investment grade credit low volatility with neutralized alternative
exposure interest rate risk
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Portfolio Manager Commentary
Daniel Child cA, CPA, CFA Edward Winiarz CFA

October was another active month for the Canadian credit market, marked by heavy primary supply, resilient demand, and supportive monetary
policy. A total of $11 billion in new issuance came to market, including $1.68 billion of high yield paper. Despite the elevated activity, investors
readily absorbed supply as both the Bank of Canada and the U.S. Federal Reserve delivered well-telegraphed rate cuts, and Q3 earnings proved
largely benign. Year-to-date issuance now totals $128 billion, already ranking 2025 as the third-busiest year on record, with syndicate desks
anticipating a strong finish to the year.

Fund flows remained firmly positive into Canadian investment grade and to a lesser extent into high yield strategies during October. Sector-wise,
Banks accounted for 19% of monthly issuance, followed by REITs (15%) and Industrials (10%), while 45% of total supply fell in the 5-7-year
tenor. Notably, 58% of issuance was rated BBB, the highest proportion since 2018, while single-A names represented only 14%, a reversal of
historical norms for October.

The Bloomberg Barclays Canada Corporate Bond Index was unchanged on the month, with the OAS steady at +87 bps, near the bottom of its
2025 range of +85 to +123 bps. Performance varied across the curve: long corporates outperformed (-2 bps), the 5-10-year segment widened
slightly (+2 bps), and the short end held flat. Sector dispersion was also evident — Infrastructure/Transportation and Telecoms led with -4 bps of
tightening, followed by Ultilities (-3 bps) and Autos (-2 bps), while Mid-Cap Financials, Deposit Notes, and Insurance modestly underperformed
(+1 bp each).

Year-to-date, Telecoms (-30 bps) and REITs (-29 bps) remain the strongest sectors, driven by deleveraging and active liability management,
while Energy-Mining, Autos, Deposit Notes, and Infrastructure/Transportation lag. Earnings season has been largely solid, with only isolated
weak results. However, aggregate credit metrics weakened very modestly versus September. Large money re-flows into the bond market in the
form of December 1 maturities and coupon payments are starting to influence investor decision making, adding to the strong technical market
forces that has driven the market over the last six to twelve months. While we remain cautious as spreads remain expensive by historical stan-
dards, it is unclear what the catalyst for spread widening will be in the near term. Until more clarity on trade deals and other macro headwinds
is available, we will remain lighter than average on risk.




Portfolio Managers
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Seasoned

More than 41 combined years
of portfolio management
and fixed-income

@

Accomplished

Head Corporate Trader and
Director at major Canadian
dealers responsible for billions
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Conservative

Focused on downside protection,
putting capital preservation first
while delivering strong

experience of at-risk capital risk-adjusted returns
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Monthly Net Performance (%)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Annual
2025 0.13 0.06 0.17 -0.01 0.94 0.42 0.98 0.12 0.42 0.33 3.61
2024 1.25 1.15 0.52 0.89 0.37 0.38 0.83 0.19 1.31 0.79 0.80 0.49 9.34
2023 2.84 1.55 -2.03 1.41 0.67 0.89 1.07 0.41 0.85 0.28 1.19 1.68 11.28
2022 -0.54 -2.09 -0.68 -1.83 -1.22 0.52 0.78 1.91 -0.85 -0.85 2.80 1.79 -0.40
2021 0.30 0.18 -0.05 0.29 0.22 0.18 0.18 0.20 0.34 0.27 -0.55 -0.09 1.48
2020 0.69 -0.29 -8.89 2.07 1.43 3.47 2.08 1.14 0.36 0.38 0.92 0.47 3.33
2019 1.55 0.82 0.55 1.18 0.17 1.04 0.69 -0.36 0.66 0.42 0.87 0.95 8.86
2018 1.06 -0.37 -0.23 0.53 -0.16 0.07 0.47 0.38 0.39 -0.09 -0.58 -0.16 1.32
2017 1.14 0.84 0.52 -0.28 0.94 0.77 0.74 -0.09 0.44 0.73 0.41 0.46 6.82
2016 -0.30 1.74 5.33 2.66 0.64 0.38 1.50 1.54 0.84 1.25 0.79 0.94 18.62
2015 -0.43 -0.13 1.52 1.44 1.41 0.96 4.84

Fund Details

Transactions Monthly Distributions  Monthly (4%/yr
target; TA,TF)

Quarterly (AF)

YTM Capital

YTM is a credit fund manager established in 2010, based in Oakuville,
Ontario that focuses on providing better fixed income solutions.

Kevin Foley

kevin.foley@ytmcapital.com
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As of OCTOBER 31, 2025. FTSE Bond = FTSE Canada Universe Bond Index. CRO1 measures the impact on a Fund’s value of a 1 basis point change in credit spreads. Sharpe Ratio is
calculated using a 3 month GOC T-Bill as the risk free rate. Drawdown represents the loss for the Fund from peak to trough. In risk/return chart, risk is represented by standard devia-
tion since inception (“SI” =July 1, 2015) and returns are Sl. The Canadian Hedge Fund Awards are administered by Alternative |Q. The awards are based on a quantitative measure of
a fund’s performance in the Credit Focused category. Of the 33 funds considered, the Fund had the 3rd highest return for the year ending June 30, 2016. Of the 27 funds considered,
the Fund had the 3rd highest Sharpe ratio for the 3 years ending June 30, 2019. Of the 18 funds considered, the Fund had the 2nd highest Sharpe ratio and 2nd highest return for the
5 years ending June 30, 2020. Of the 10 funds considered, the Fund had the highest Sharpe ratio for the 10 years ending June 30, 2025. This document is for information only and is
not intended to solicit orders for the Fund. Investors should read the Offering Memorandum (OM), including the risk section before investing. You can obtain the OM from YTM Capital
Asset Management Ltd. Fund data will change and past performance may not be repeated. There is no guarantee the Fund will provide returns similar to its target. Performance is net
of fees and expenses, is for Class F, Initial Series, distributions reinvested, and the Sl figure is annualized. Rating and maturity information exclude cash and GOC securities. YTM rates
unrated securities by using third party data and judgment. Maturity and CRO1 are calculated using the expected maturity date for securities with call features. www.ytmcapital.com

‘TM |cariTaL



http://www.ytmcapital.com 

