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Landing...with
or without a
door?

The idea of the global economy landing softly or abruptly
or somewhere in between is a strange narrative. After
landing, does the economy stop? The obvious answer is no.

Like passengers that may never return to the skies after
experiencing an emergency door fly off a Boeing 737 Max
9, companies rocked by a bumpy economy may never

return to cruising altitude and may fall prey to competitors.

Economies are continuous and evolving for better or
worse. The idea that central banks can engineer economic
perfection comes from those with their head in the clouds.

The soothing phrases that lure investors to believe we are
in midst of a goldilocks economy has the potential to sow
the seeds of bubble-like valuations. Currently, the
additional yield (or “spread”) that high-yield and
investment grade corporate bonds provide over
government bonds is trending towards historic lows. We
believe that the current data does not suggest a drop in
economic activity; however, valuations appear to be
approaching expensive levels. Important to remember that
price is what you pay; value is what you get.

We are treading cautiously.
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Despite market valuations flying closer to the sun, there are always event-driven opportunities to
study for potential investment.

Whether it’s the announcement of an acquisition one day or an abnormally large drop in a company’s
security prices another, these are catalysts for due diligence. This may not always lead to an
investment but, at a minimum, a learning has been tapped.

We did, however, recently find two event-driven opportunities that warranted investment. In the

last quarter of 2023, Fulcra purchased the bonds of Hawaiian Airlines (HA-Q) and First Quantum
Minerals (FM-T).

In the case of HA, the catalyst for purchase was Alaska Airlines’ formal offer to buy HA. While a
previously announced merger in the airlines space (Jet Blue to buy Spirit Airlines) has yet and may
never receive regulatory approval, the smaller size of Hawaiian Airlines with minimal penetration
into the continental United States improves the chances of a regulatory blessing in our opinion.
Importantly, even if the transaction isn’t approved, we like the company’s recently improved
operational trajectory of its business, which should limit downside risk.
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With FM, the catalyst was the Panamanian government expropriating a prized copper mine. Quickly
and correctly, this led to market assumptions that the company would breach a cash flow-to-debt
covenant, which weighed on the price of its bonds. However, those investors selling the bonds
seemed to underestimate, in our opinion, the ability of FM, with producing and prospective assets
elsewhere, to navigate a path to manage its debt load. While overturning the expropriation or
receiving compensation is probable, this is not part of our thesis, as it may take many years of
litigation in international courts.

We are still of the mind that the sharp spike in interest rates over the last two years has yet to fully
play its way through the economy and expect that this will lead to the market repricing risk assets
lower in the near to medium term. Whether through the realization that rates may stay higher than
expectations and/or an earnings recession it would appear the potential for market disruption is
quite high.
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IMPORTANT DISCLAIMER

Lysander Funds Limited (“Lysander”) is the investment fund manager of Lysander-Fulcra Corporate
Securities Fund (the “Fund”). Fulcra Asset Management Inc. (“Fulcra”) is the portfolio manager of the
Fund. This publication has been prepared by Fulcra Asset Management Inc. (“Fulcra”) and has been

» o« »n o«

prepared solely for information purposes. In this document, “we”, “us”, “our” and “ours” mean Fulcra.
Information in this publication is not intended to constitute legal, tax, securities or investment advice
and is made available on an "as is" basis. Information in this presentation is subject to change without
notice. Fulcra does not assume any duty to update any information herein.

Certain information in this publication has been derived or obtained from sources believed to be
trustworthy and/or reliable. Fulcra does not assume responsibility for the accuracy, currency,
reliability, or correctness of any such information.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual
fund investments. Please read the prospectus before investing. Investment funds are not guaranteed,
their values change frequently, and past performance may not be repeated. The indicated rates of
return are historical annual compounded total returns including changes in unit value and reinvestment
of all distributions and do not take into account sales, redemption, distribution or optional charges or
income taxes payable by any securityholder that would have reduced returns.

This document is not an invitation to invest in the Fund and does not constitute a public offering of sale.
Purchases in the Fund can only be made through an Investment Professional on the terms in the fund’s
offering document by eligible investors. Each purchaser of units in a fund may have statutory or
contractual right of action.

Nothing in this document should be considered a recommendation to buy, sell or short a particular
security. Any specific securities discussed are intended as an illustration and should not be relied upon
for any other purpose. Any specific securities discussed are intended as an illustration of the portfolio
manager’s security selection process. The portfolio manager may sell these securities at any time, or
purchase securities that have previously been sold. The positions may increase or decrease in value
after the date hereof, and the portfolio that hold such positions may accordingly gain or lose money on
the investment. The statements by the portfolio manager in their commentaries are intended to
illustrate their approach in managing the portfolios and should not be relied upon for any other
purpose.

This document may contain forward-looking statements. Statements concerning an entity’s objectives,
goals, strategies, intentions, plans, beliefs, expectations and estimates, and the business, operations,
financial performance, and condition are forward-looking statements. The words “believe”, “expect”,
“anticipate”, “estimate”, “intend”, “aims”, “may”, “will”, “would” and similar expressions and the negative
of such expressions are intended to identify forward-looking statements, although not all forward-
looking statements contain these identifying words. These forward- looking statements are subject to
various risks and uncertainties that could cause actual results to differ materially from current
expectations. Viewers are cautioned not to place undue reliance on these forward-looking statements.
While Fulcra consider these risks and uncertainties to be reasonable based on information currently

available, they may prove to be incorrect.

®Lysander Funds is a registered trademark of Lysander Funds Limited.
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