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Compared to the first two quarters of 2025, Q3 was relatively 
benign.

Credit market participants enjoyed low volatility as the 
Bloomberg US Corporate High Yield Bond Index spread over 
treasuries traded in a tight range (288-332 basis points).  For 
reference, the low spread over the past 25 years has been 253 
basis points, and the average spread has been 546 basis points¹.

Despite the strength in public equity and debt markets, red flags 
continued to emerge in private lending. We saw another large 
Canadian mortgage fund suspend redemptions at the end of 
August, and the MVIS US Business Development Companies 
Index, which tracks the US’s largest Business Development 
Companies, posted its worst monthly total return (-7.3%) in the 
past three years in September¹.

The sudden collapse of subprime auto lender Tricolor Holdings 
and auto parts supplier First Brands, has been a wake-up call for 
credit investors. According to the US Department of Justice, 
both companies are under federal investigation for alleged 
fraud. Depending on the outcome of the ongoing federal 
investigations, if multi-billion-dollar investor losses, including 
those affecting private credit funds and major U.S. banks, are 
traced back to the alleged fraud, scrutiny is expected to 
intensify among risk managers and lending officers.”

These two situations serve as examples of reasons we avoid 
“owning the market”, participating in High Yield new issuance 
and the potential risk of owning private credit investments. 
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Portfolio Update

Our large position in Nissan Canada Inc.’s (“Nissan”) bonds matured on September 22nd. We 
purchased these bonds at the end of February after Nissan was downgraded from “investment 
grade” to “high yield,” and forced selling from index funds, which provided an attractive opportunity 
to step in and buy.

In August, Telesat Corporation (“Telesat”) bonds owned by Lysander-Fulcra Corporate Securities 
Fund rallied over 10% after Telesat’s CEO noted on the company’s Q2 earnings call that, while 
negotiations with creditors have not begun, Telesat may be in a position to engage with creditors in 
the near term, and a potential refinancing deal could be reached by the end of the year.

Telesat has several bonds outstanding that are held in a restricted group, which is linked to their 
declining Geostationary Earth Orbit (“GEO”) business and does not have a direct claim on the 
higher growth Low Earth Orbit (“LEO”) business. We believe this has contributed to weakness in 
the price of Telesat bonds over the past couple of years.

We continue to see value in Telesat bonds as a court-supervised bankruptcy will be challenging 
due to the Telesat Canada Reorganization and Divestiture Act. The Act provides that no legislation 
relating to the solvency or winding-up of a corporation applies to Telesat Canada, and in no case 
shall the affairs of Telesat Canada be wound up unless authorized by an Act of the Parliament of 
Canada. Also, Telesat will likely need ongoing funding to keep up with the growth of its LEO 
business, which in turn requires positive relations with capital markets participants. 

Outlook

We continue to look for high-conviction investment opportunities outside of the commonly held 
securities in major indices, but remain of the view that being long credit at the index level is 
unattractive from a risk/reward standpoint.

Potentially, tighter lending conditions are coming; we expect new opportunities to arise in 
secondary credit markets. In the interim, we continue to maintain a balanced portfolio of 
idiosyncratic investments and liquid low-duration securities and are well-positioned to take 
advantage of any future market volatility.

1 Bloomberg LP.
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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 prepared solely for information 
purposes.  In this publication, “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. Neither 
Lysander nor Fulcra make any warranties or representations regarding the information herein. Information in this 
presentation is subject to change without notice. Neither Lysander nor Fulcra 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. Neither Lysander nor Fulcra 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 publication 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 publication 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 publication 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 Lysander and 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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