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June marked a very tough month for both the market and the fund, with the fund dropping 12.76% and the general
markets dropping around 9% for the month. This brought fund returns for the first half of 2022 to up +4.53%, which
are substantially better than the general market (TSX down -9.85%, S&P 500 down -19.97%). The June pullback
was dominated by a general panic in the stock market as investors focused on rising inflation, interest rates, and the
increasing potential for a recession in the next year. Markets sold down across the board, with almost all stocks down
during the month in the double digits, these pullbacks were only partially offset by gains coming from our short positions,
which all made money, offsetting some of the pullback.
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HOW DID WE MANAGE A POSITIVE RETURN IN THE FIRST HALF?
Given the large drops from the general markets, a couple clients asked how we were managing to make money in
a difficult environment, where the vast majority of stocks have been falling. The answer comes back to sticking with
the process that has made the fund successful for the last 17 years. While the discipline of investing in superior businesses that trade at a discount to their intrinsic value does not work every single year, over the long term it generally
outperforms the market and most other managers. We focus on buying superior businesses that trade at a discount
in the short term for some reason or another. We then generally hold them until the market (other investors) come to
their senses and revalue those businesses to their true values.
We focus on the long-term value of the businesses and don’t get distracted by the various manias that seize hold
of the vast majority of investors during the shorter term. While those manias can sometime generate some exciting
short-term gains, almost always if they are not supported by strong financial underpinnings they will later lead to some
substantial losses for investors who were suckered in by the media headlines of the day. It is just such an environment
that is occurring in 2022 for investors as the hyped up stay at home COVID winners of 2020-21 are now turning out to
be just businesses like many others and not the hyper-growth pots of rainbow that some investors thought last year.
The growth fund has stuck with strong businesses that generate large and increasing amounts of free cash flow in future years that are overlooked by many market participants. Many of these stocks in recent years have been in sectors
that some investors consider unsexy and that are not worthwhile. The best example of this has been large investments
in energy, many of which we have discussed in recent letters. This sector has been overlooked and continues to be
overlooked by the vast majority of investors due to a perfect storm of factors which have been building over the last
decade. Below we will refresh the case why energy is such a great place to invest even in the current environment.

ENERGY’S OUTPERFORMANCE SET TO CONTINUE

The reason the fundamentals for energy continue to be so strong are:
1)
Humanity’s ever-increasing standard of living has been based on every increasing energy consumption that has
allowed increasing automation in advanced civilization that has made life ever better for humans living in advanced or
advancing economies. Examples are cars instead of walking or horses, vacations flying to Europe instead of a horse
buggy to a country retreat outside the city, automatic dishwasher and washing machine instead of hand washing,
2,800 square foot air-conditioned houses instead of small, uncomfortable houses. By some measures, the increased
automation in our lives is the equivalent of having 5 servants working for each of us. Every place you look, most people’s
lives have improved, but it has come thanks to every increasing energy consumption, initially coal in the 19th century,
followed by oil in the 20th century, followed by natural gas and nuclear late in the 20th century.
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2)
Today global energy consumption continues to increase to support an increasing global population, an increasing
proportion of which are attaining middle class (meaning they start to use a lot more energy), and generally increasing
per capita energy consumption.
3)
While, thanks to man’s inventiveness we have found more ways to harvest new and different sources of energy,
unfortunately oil, gas, and coal continue to power the vast majority of today’s high standard of living. Advances in the
last several decades mean more and more power is now being generated from solar, wind, geothermal, and some other
sources of “green” power. However, while we are continuing to advance these “green” technologies, they currently are
still not growing adequately to offset the increasing use of oil, gas, and coal. While North America has largely weened
itself off coal generated power and converted to a mix of natural gas, nuclear, wind, solar, and geothermal, other parts of
the world continue to increase their consumption of coal to generate electricity. China is probably the worst culprit here
as they continue to build more coal powered power plants every year than North America has remaining.
4)
Political policy and social attitude toward the largest sources of the world’s energy (oil, gas, coal, and nuclear)
has become increasingly negative over the last decade thanks to 50 years of plentiful and cheap energy with no
shortages. This complete security has led to complete “lack of understanding” of how important energy is to our every
day lives and standard of living as most people born after the 1970’s cannot even remember a time when they had
to worry about how or if they could heat their home of fill their car with gas/electrons. This has led to increasingly
anti-development policies by governments banning or restricting resource development. Just a few examples of the
thousands of misguided government decisions are Trudeau cancelling the Northern Gateway pipeline a decade ago,
Biden cancelling the Keystone XL pipeline last year, Germany shutting down their nuclear reactors to import Russian
gas, and numerous countries banning “fracturing” technology.
5)
The net effect of the Political and social pressure has hit home with the energy industry, which has “heard” the
message from our politicians and substantially reduced reinvestment in the energy sources that are the foundation of
our high standard of living. Over the last last decade the oil and gas industry has substantially reduced re-investment in
the industry which would otherwise sustain the steady oil and gas deliverability we have become accustomed to. The
cumulative underinvestment over the last decade runs in the trillion of dollars. In 2022 we are seeing the first glimpses of
what are likely the first stages of our first energy shortage since the 1970’s. The general public view that OPEC or Exxon
can just turn a valve and increase production is completely wrong. Correcting this situation will take Trillions of dollars
of investment and more importantly a change in government policy to permit development of resources in a reasonably
timely manner.
From an investment perspective, the energy sector was the worst performing sector for the 10 years leading up to the
spring of 2020. This poor performance was the confluence of a decade of overinvestment in the industry combined with
a massive technological breakthrough (horizontal wells combined with multi-stage fracturing) that opened up huge new
reserves of oil and gas. A glut ensued driving prices down and driving investors away from the sector. Some investors
can only remember the energy sector as a bad sector never to invest in. That has changed in a massive way thanks to
the change in fundamentals, but many investors have not yet understood the shift that has taken place.
The improved fundamentals have caused prices to rise substantially and I would suggest it will take a decade of
shortages and high prices ahead for us to work through and solve the supply problem we are now facing. Throw on top
of this, what now appears to be a fundamental change in the 70 years of post war peace we have witnessed with the
unprovoked Russian attack of a sovereign Ukraine. Russia is the world’s “Resource Marketplace” supplying more than
10% of many of the world’s key economic commodities, including the economic backbones of oil and gas. Should the
conflict continue or escalate, the risk that the stock market seemed to react to for energy stocks in June (concern that
prices could weaken due to recession) is the wrong concern. The market should be worried that energy prices could and
likely will move much, much higher.
So while the fundamentals for energy stocks are as strong as they have ever been, the valuations of the companies
relative to their profit generating capability are now at the lowest I can ever remember seeing. We have witnessed M&A
activity and privatization activity to start to accelerate in the sector as private capital and other energy companies are
only too happy to take advantage of the low valuations to buy undervalued shares for themselves as some shareholders
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have not taken note of the changed fundamentals for the sector. Recently, we saw Continental Resources receive a bid
to take the company private from its founder, Harold Hamm and we are seeing continuing increased share buybacks
and increased dividends from almost all energy companies. The prospects for the holdings in the fund are fantastic and
we expect excellent returns going forward.

ADDITIONAL INSIDER BUYING IN JUNE
Once again, June saw insider buying at a number of our portfolio holdings. During the month, we saw corporate insiders
at Whitecap Resources, Tourmaline Oil, Profound Medical, Acuity Ads, and Neo Performance Materials buying stock in
their own companies as they see the same substantial upside opportunity that we do. Buying of stock by insiders at our
companies is just one more point of support for the value opportunity of our holdings, as these are the very people that
know their businesses best.

JULY 31st... NEXT LP CLOSING
The next closing for the NR Conservative Growth Fund LP is July 31st, 2022. Please feel free to contact Daria Krikun at
416-364-8591 or Aaron Sniderman at 416-847-3979 for more information or to set up an appointment, or call 416-3230477 to speak with any one of us directly concerning the Conservative Growth LP. Our toll free number is 1-877-3276048.
Warmest Regards,

Alex Ruus, CFA, MBA, P.Eng		
Portfolio Manager			
Arrow Capital Management Inc
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Commissions, trailing commissions, management fees, performance fees, and expenses all may be associated with investment
funds. Please read the offering memorandum before investing. The indicated rates of return are the historical annual compound total
returns net of fees and expenses payable by the fund (except for figures of one year or less, which are simple total returns) including
changes in security 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. Mutual funds are not guaranteed, their
values change frequently and past performance may not be repeated. The rates of return are used only to illustrate the effects of the
compound growth rate and are not intended to reflect future values or returns on investment in an investment fund.
This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or
investment advice, or construed as an endorsement or recommendation of any entity or security discussed. Every effort has been
made to ensure that the material contained in this document is accurate at the time of publication. Market conditions may change
which may impact the information contained in this document. All charts and illustrations in this document are for illustrative purposes only. They are not intended to predict or project investment results. Individuals should seek the advice of professionals, as
appropriate, regarding any particular investment. Investors should consult their professional advisors prior to implementing any
changes to their investment strategies.
Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in
nature, depend upon or refer to future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,”
“anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar expressions. Statements that look forward in time or include
anything other than historical information are subject to risks and uncertainties, and actual results, actions or events could differ
materially from those set forth in the FLS. FLS are not guarantees of future performance and are by their nature based on numerous assumptions. Although the FLS contained herein are based upon what Arrow Capital Management and the portfolio manager
believe to be reasonable assumptions, neither Arrow Capital Management nor the portfolio manager can assure that actual results
will be consistent with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS.
Unless required by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation to update
or revise FLS, whether as a result of new information, future events or otherwise.
The comparison presented is intended to illustrate the historical performance of the Fund as compared with the historical performance of a widely quoted market index or a weighted blend of widely quoted market indices or other investments. There are various
important differences that may exist between the Fund and the stated indices or other investments that may affect the performance
of each. The objectives and strategies of the Fund result in holdings that do not necessarily reflect the constituents of and their
weights within the comparable indices. Indexes are unmanaged and their returns do not include any sales charges or fees. It is not
possible to invest directly in market indices. Certain statements contained in this communication are based in whole or in part on
information provided by third parties and Arrow Capital Management has taken reasonable steps to ensure their accuracy. Market
conditions may change which may impact the information contained in this document.
This document is not to be construed as a public offering of securities in any jurisdiction in Canada. Offering of units in the L.P.
are made pursuant to the Confidential Offering Memorandum (offering memorandum) only to those investors in all jurisdictions of
Canada who meet certain eligibility or minimum purchase requirements. Important information about the L.P. including the L.P.’s
fundamental investment objective, is contained in the offering memorandum, a copy of which may be obtained from Arrow Capital
Management Inc.
This document is confidential and is intended solely for the information of the person to which it has been delivered. More information
about the Fund can be found on our website www.arrow-capital.com. Published July 2022.
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