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The Raven Rock Credit fund returned 1.4% during January. 2012
is off to a strong start with most asset classes trending higher.
Investors seem to be suspending their concerns about the
unresolved Greek sovereign debt situation as there is renewed
confidence that a bailout package will be negotiated. The
seemingly universal bearishness at year end has left market
participants under-invested as they chase the current rally.

The non-investment grade corporate debt markets had a very
strong month, with high yield returning 2.90% (BAML HY Master
Il Index). High yield new issuance was robust, with January totals
of $25.7 billion. Inflows into high yield funds were substantial
as well, and the new supply was easily absorbed. The supply/
demand dynamics in the convertible marketplace continue to
push valuations higher, as a slow new issue calendar has failed to
re-supply the market as existing bonds mature. Our conservative
approach of blending of Directional Credit and Relative Value
positions generated solid profits for the portfolio.

Falling natural gas prices negatively impacted some of our energy
positions.  We favor producers that are hedged or have well-
diversified resource positions. Since we feel that some of these
positions are oversold, we have reallocated or added selectively.

We continue to see value in the higher quality spectrum of the
high yield debt asset class. We feel that this portion of the market
offers both strong return potential and a level of defensiveness
should the overall economic environment deteriorate. Despite the
steady rally to start the year, we are positioned to take advantage
of what we expect to be a volatile environment for equities and an
uneven market for credit. Our portfolio generates consistent cash
returns while we await potential positive events.

Thank you for your continued interest in the Fund. For further
information, please contact your regional Arrow Capital
representative.
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