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The Deer Park Total Return Credit Fund Class I Shares (the “Fund”) returned +0.38% in the Second Quarter of 2026 

and has an annualized rate of return of +3.58% since the Fund’s inception on October 16, 2015. The Fund made 

monthly distributions per share of $0.05 in April, $0.05 in May, and $0.05 in June.   

 
The Fund’s distribution policy is to make monthly distributions to shareholders. The level of monthly distributions (including return of capital) is not fixed. 
However, this distribution policy is subject to change. Shareholders should not assume that the source of a distribution from the Fund is net profit. A portion of 
the distributions may consist of a return of capital based on the character of the distributions received from the underlying holdings. The final determination of 
the source and tax characteristics of all distributions will be made after the end of the year. Shareholders should note that return of capital will reduce the tax 
basis of their shares and potentially increase the taxable gain, if any, upon disposition of their shares. There is no assurance that the Fund will continue to 
declare distributions or that they will continue at these rates. 

 Q2 2026 
Year to 

Date 
One Year Five Year Ten Year 

Inception 
through 

6/30/2026* 

DPFNX Class I 0.38% 0.37% 3.02% 0.41% 3.19% 3.58% 

DPFAX Class A 0.32% 0.24% 2.77% 0.14% 2.91% 3.31% 

DPFAX Class A (Max Load) -5.43% -5.51% -3.19% -1.04% 4.67% 2.74% 

DPFCX Class C 0.27% 0.01% 2.15% -0.58% N/A 1.49% 

Bloomberg U.S. Aggregate 0.67% 0.62% 3.79% 0.08% 1.54% 1.84% 

 

*Inception date is October 16, 2015 for Classes A and I, and April 6, 2017 for Class C. 

Returns for periods longer than one year are annualized. 

The performance data quoted here represents past performance. Current performance may be lower or higher than 

the performance data quoted above. Investment return and principal value will fluctuate so that shares, when 

redeemed, may be worth more or less than their original cost. Past performance is no guarantee of future results. 

For performance information current to the most recent month-end, please call toll-free (888) 868-9501. 
 

The Fund’s total annual operating expenses are 2.57%, 3.32%, and 2.32% for the Class A, C, and I shares, 

respectively.  The Fund’s investment advisor has contractually agreed to waive management fees and to make 

payments to limit Fund expenses through at least January 31, 2027. After this fee waiver, the expense ratios are 

1.76%, 2.51%, and 1.51% for the Class A, C, and I shares, respectively. These fee waivers and expense 

reimbursements are subject to possible recoupment from the Fund in future years. The maximum sales load for the 

Class A shares is 5.75%. A fund's performance, especially for very short periods of time, should not be the sole factor 

in making your investment decisions. 

 

Portfolio Composition (6/30/2026)  
  

Attribution (6/30/2026)  
            4%                     Q2 2026      Year to Date 

   

 
 
 

 

 
 

 

 
 

 

 
 

 

Portfolio composition is subject to change and should not be considered 
investment advice. Portfolio composition excludes cash and equivalents. 

Weights may not equal 100% due to rounding. 

  

 

 
 

 

 
 

 

 
 

 

 
 

 

The attribution data will not match the performance results of the Fund as 
it is an estimate and does not include Fund expenses, the results of residual 

cash balances and other timing considerations. 
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Market Commentary 

 

Residential Mortgage-Backed Securities (RMBS): 

The most instructive development this quarter was the sector's positive price performance in the face of a hawkish 

repricing of Fed expectations. When we made the case in our Q4 2025 & Q1 2026 commentaries for legacy RMBS, 

the tailwind we emphasized most was declining short-term rates and the associated interest-shortfall recoveries. 

The market's move from pricing cuts toward contemplating hikes might have been expected to pressure the sector. 

Instead, prices rose. We read this as direct confirmation of the deeper argument in those commentaries: that legacy 

RMBS returns are collateral- and carry-driven, and only secondarily rate-driven. The surviving borrower in our legacy 

pools is a fundamentally different credit than the one originally underwritten. Borrowers still performing after 18-

20 years, through the GFC, the taper tantrum, COVID, and the 2022-2023 rate shock, have demonstrated 

extraordinary payment persistence, and home-price appreciation has driven current LTVs to very low levels. Many 

of these loans are effectively unleveraged consumer obligations paying credit-risk spreads. The interest-shortfall 

recovery optionality we described remains embedded and asymmetric: it accelerates if short rates fall, but the 

bonds do not depend on that outcome to earn their carry. 

 

Our previous base case was for front-end rates to move lower while the long end held steady. Stronger U.S. growth 

and persistent inflation pressure have shifted toward a neutral stance, with the market repricing from expected 

cuts toward the possibility of hikes. Critically, our holdings do not need cuts to perform. The recent leadership 

change at the Federal Reserve has produced a Committee with a more hawkish disposition. That does not 

necessarily translate into rate increases; it means the Fed remains at the mercy of what core inflation does from 

here. Meanwhile, high debt issuance, both from the federal government and from the hyperscalers financing the 

AI build-out, is holding rates higher than macro fundamentals alone would suggest. Actual inflation indicators 

continue to be mixed, while the most recent CPI report surprised to the downside. 

 

 

We have also observed managers moving out the risk curve, reflecting a growing view that the curve may be too 

steep and is over-pricing the probability of hikes. Whether or not that view proves correct, we believe that the 

practical consequence for us is favorable. The optionality and model complexity inherent in legacy non-agency 

structures continue to leave these securities trading at wider spreads relative to on-the-run paper, a structural 

inefficiency that rewards the deep, cycle-tested underwriting we have built the firm around. Complexity here is 

analytical, not fundamental: it narrows the buyer base, but the underlying risks (seasoned consumer payment 

behavior, property valuations grounded in observable data) are more analyzable than the enterprise risk in 

leveraged corporate credit. The barriers to entry that keep the buyer base thin (loan-level modeling infrastructure, 

servicer expertise, sourcing relationships, and the capacity to underwrite bonds one CUSIP at a time) are precisely 

the reason the inefficiency persists and why we view it as an opportunity. The underlying collateral only strengthens 

the case: the portfolio remains highly seasoned, with an average loan age of roughly 20 years, de-levered and 

performing, with declining delinquencies, lower foreclosure and REO activity, and a share of zero-loss liquidations 

at multi-decade highs for both Alt-A/Option ARM and subprime collateral. 

 

While our conviction in the legacy segment remains unchanged, the broader non-agency RMBS market is expanding, 

and that growth is creating a widening opportunity set. Total non-agency RMBS outstanding has continued to grow 
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since 2021, and the demand side is beginning to confirm the thesis: fixed income and credit hedge fund strategies 

attracted an estimated $26.4 billion of net inflows in 2025, the largest of any strategy, and lead again in 2026 year-

to-date, consistent with allocators’ stated intent to increase exposure to mortgage-backed securities. Early demand 

arriving into a shrunken legacy universe is precisely the setup for spread compression from today’s levels. While we 

maintain our focus on the legacy segment because of its attractive risk/return profile, we see a number of potential 

opportunities emerging in other sub-sectors of the non-agency market. We are evaluating these adjacencies 

selectively, applying the same discipline around structural protection and collateral analysis that governs our legacy 

positioning, and we will deploy capital only where the risk/return profile meets our standards. 

 

US Housing Market: 

The U.S. housing market continues to provide structural support for our legacy RMBS holdings, and the 

fundamentals we have described in prior letters remain intact. The S&P CoreLogic Case-Shiller National Home Price 

Index continues to show modest year-over-year appreciation in the low-single-digit range, consistent with the 

approximately 1% to 2% appreciation we cited in our Q4 2025 & Q1 2026 commentaries. In general, the housing 

market has avoided broad-based price decline despite recent affordability pressures. 

 

The supply picture likewise remains supportive. Existing-home inventory continues to run well below historical 

norms, with months of supply hovering in the low-three-month range, a reflection of the persistent "rate lock" 

effect as homeowners remain reluctant to give up mortgages originated at lower rates. In a higher-for-longer rate 

environment, the rate-lock dynamic is, if anything, reinforced: fewer homeowners refinance or move, existing-

home supply stays tight, and home prices remain well supported. That is a constructive outcome for legacy collateral 

pools even if it tempers the near-term pickup in prepayment and refinancing activity we had anticipated under a 

faster-easing scenario. 

 

Affordability remains at multidecade lows, which continues to drive U.S. policy action, as reflected in the 

approximately $200 billion in expanded GSE MBS purchases and exploratory guarantee-fee and capital adjustments 

at the GSEs. As noted previously, this increased demand is expected to provide support to our portfolio through its 

effect on MBS spreads. The most important housing fact for our strategy, however, is not the flow of transactions 

but the increase in homeowner equity. More than a decade of amortization and cumulative home-price gains has 

produced substantial homeowner equity across legacy collateral pools, a cushion that materially reduces default 

and loss-severity risk even in scenarios where home prices soften modestly. This is why our housing perspective 

remains unchanged despite the shift in the interest rate outlook: the equity cushion does not require rate cuts to 

protect our bonds. 

 

 

Commercial Mortgage-Backed Securities (CMBS): 

Our CMBS thesis continued to see positive development in the distressed recovery perspective outlined in earlier 

communications. In our Q4 2025 commentary, we characterized commercial real estate as "entering an early 

recovery phase, presenting compelling opportunities in discounted CMBS as fundamentals stabilize and institutional 

capital returns.” In our Q1 2026 commentary, we reported that the CRE market was "beginning to stabilize with the 

first positive returns in three years and transaction volume up 20-25% in 2025.” Critically, the rating agencies’ 

unprecedented downgrade cycle, which pushed billions of dollars of CMBS from constrained holders (insurers, 

banks, ratings-benchmarked managers) into the hands of opportunistic buyers at prices reflecting regulatory 
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constraints rather than discounted cash-flow value, created the textbook definition of a non-economic seller. We 

positioned for precisely this transfer, and the market is now migrating from worst-case to merely bearish loss 

assumptions: that migration, from distressed pricing toward fundamental value, is the phase of the cycle in which 

holders who provided liquidity to forced sellers are compensated. While CMBS collateral performance and market 

pricing were mixed during this quarter, the longer-term outlook continues to improve in our view. 

 

The fundamentals underpinning this recovery continue to broaden. Industrial, certain segments of retail, and parts 

of the multifamily market continue to lead performance, while office remains the most challenged segment 

(although there are positive signals in this sector as well), with new office construction back below GFC levels and 

known pockets of distress in older office, sunbelt multifamily, and legacy malls appearing largely priced in. Broad-

based liquidity has returned, with banks, GSEs, debt funds, and CRE CLO originators all active, and new private-label 

CMBS issuance up 38% in 2025 versus 2024. Private label CMBS has shown a similar increase - having reached $100 

billion in issuance in the first 32 weeks of 2026 (six weeks faster than any year prior, while annual issuance has only 

exceeded $100 billion five other times). Headlines that once emphasized only distress, such as the widely cited 

observation that office values had corrected sharply, increasingly frame that correction as a market "nearing a 

bottom," consistent with our positioning for a distress cycle that is moving from delinquency into resolution. 

 

The resolutions that have printed continue to validate our core CMBS argument: that earlier third-party appraisal 

marks may be overstating long-term loss severity, and that discounted bonds therefore embed conservative 

assumptions. We have documented this repeatedly with examples such as the Westfield Wheaton liquidating well 

above its Kroll range, 600 California Street and Carolina Place resolving above prior appraisals in Q4, followed by 

CBL's oversubscribed return to the SASB market and the par payoff of the long-distressed Walden Galleria mall in 

Q1. Each of these outcomes supports the intrinsic value viewpoint we ascribe to our discounted CMBS holdings, 

because our positions are underwritten to asset-level recovery rather than to economic acceleration. 

 

Market Outlook 

The bottom line of this quarter is continuity of the legacy, non-agency RMBS and distressed CMBS opportunity 

amid a change in the rate narrative. Our outlook on rates has moved toward neutral and higher-for-longer, yet the 

portfolio performed because our returns rest on collateral, equity, structural protection, and carry rather than on 

the Fed's next decision. Legacy RMBS performed well, despite the more recent hawkish repricing, and the 

underlying mortgage pools continue to deleverage after nearly two decades of consistent performance. 

Ultimately, this asset class has transformed from what was once deep credit risk into one of the most stable 

collateral categories, in our view. 

 

The non-agency market is expanding and widening our opportunity set, and the CRE recovery we called for earlier 

continues to evolve, as prices reflect sellers’ regulatory constraints rather than fundamental value. Meanwhile, 

the corporate and private credit markets against which our holdings compete for allocation are showing visible 

strain: tight spreads, gating pressures, and the structural disadvantages of rate sensitivity. We continue to believe 

that structured mortgage credit, overlooked by both the private credit and real assets boxes, transferred from 

constrained to opportunistic hands, protected by barriers to entry that keep the buyer base thin, represents the 

most compelling risk-adjusted opportunity in credit markets today. 

 
There is no assurance these opinions or forecasts will come to pass and past performance is no assurance of future results. 
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Important Risk Disclosures: 

Investors should carefully consider the investment objectives, risks, charges and expenses of the Deer Park Total 
Return Credit Fund. This and other important information about the Fund is contained in the Prospectus, which 
can be obtained by contacting your financial advisor, or by calling 1.888.868.9501. The Prospectus should be read 
carefully before investing. The Deer Park Total Return Credit Fund is distributed by Northern Lights Distributors, 
LLC member FINRA/SIPC. Princeton Fund Advisors, LLC and Northern Lights Distributors are not affiliated. 

 
Mutual Funds involve risk including the possible loss of principal. Long investing involves buying a security such as a stock, commodity or 
currency, with the expectation that the asset will rise in value. A hedge refers to making an investment to reduce the risk of adverse price 
movements in an asset. Normally, a hedge consists of taking an offsetting position in a related security, such as a futures contract. MBS 
(Mortgage-Backed Securities) are investments backed by pools of mortgages and offer periodic payments similar to bond coupon payments. 
RMBS (Residential Mortgage-Backed Securities) are a type of security whose cash flows come from residential debt such as mortgages, home-
equity loans and subprime mortgages. RMBS focus on residential instead of commercial debt. CMBS (Commercial Mortgage-Backed Securities) 
are secured by mortgages on commercial properties rather than residential real estate. The Barclays Capital U.S. Aggregate Index provides 
a measure of the performance of the U.S. investment grades bonds market. The Case-Shiller National Home Price Index seeks to measure 
changes in the total value of all existing single-family housing stock. A basis point (bp) is one hundredth of one percent; one basis point is 
equal to 0.01%. 

ABS, RMBS and CMBS are subject to credit risk because underlying loan borrowers may default. Additionally, these securities are subject to 
prepayment risk because the underlying loans held by the issuers may be paid off prior to maturity. The value of these securities may go down 
as a result of changes in prepayment rates on the underlying mortgages or loans. During periods of declining interest rates, prepayment rates 
usually increase and the Fund may have to reinvest prepayment proceeds at a lower interest rate. CMBS are less susceptible to this risk because 
underlying loans may have prepayment penalties or prepayment lock out periods. There is a risk that issuers and counterparties will not make 
payments on securities and other investments held by the Fund, resulting in losses to the Fund. In addition, the credit quality of securities held 
by the Fund may be lowered if an issuer's financial condition changes. Futures, options and swaps involve risks possibly greater than the risks 
associated with investing directly in securities including leverage risk, tracking risk and counterparty default risk. 

Option positions may expire worthless exposing the Fund to potentially significant losses. The value of the Fund's investments in fixed income 
securities will fluctuate with changes in interest rates. Typically, a rise in interest rates causes a decline in the value of fixed income securities. 
Foreign investing involves risks not typically associated with U.S. investments, including adverse fluctuations in foreign currency values, 
adverse political, social and economic developments, less liquidity, greater volatility, less developed or less efficient trading markets, political 
instability and differing auditing and legal standards. Investing in emerging markets imposes risks different from, or greater than, risks of 
investing in foreign developed countries. Lower-quality fixed income securities, known as "high yield" or "junk" bonds, present greater risk 
than bonds of higher quality, including an increased risk of default. An economic downturn or period of rising interest rates could adversely 
affect the market for these bonds and reduce the Fund's ability to sell its bonds. The lack of a liquid market for these bonds could decrease the 
Fund's share price. Repayment of defaulted securities and obligations of distressed issuers (including insolvent issuers or issuers in payment 
or covenant default, in workout or restructuring or in bankruptcy or in solvency proceedings) is subject to significant uncertainties. Investments 
in defaulted securities and obligations of distressed issuers are considered speculative as are junk bonds in general.  

The value of a specific security can be more volatile than the market as a whole and can perform differently from the value of the market as 
a whole. The value of securities of smaller issuers can be more volatile than those of larger issuers. The value of certain types of securities can 
be more volatile due to increased sensitivity to adverse issuer, political, regulatory, market, or economic developments. Liquidity risk exists 
when particular investments of the Fund would be difficult to purchase or sell, possibly preventing the Fund from selling such illiquid securities 
at an advantageous time or price, or possibly requiring the Fund to dispose of other investments at unfavorable times or prices in order to 
satisfy its obligations. The advisor's and sub-advisors' judgments about the attractiveness, value and potential appreciation of particular 
asset classes and securities in which the Fund invests (long or short) may prove to be incorrect and may not produce the desired results. 
Additionally, the advisor's judgments about the potential performance of the sub-advisors may also prove incorrect and may not produce the 
desired results.  

Overall equity and fixed income securities and derivatives market risks may affect the value of individual instruments in which the Fund 
invests. Factors such as domestic and foreign economic growth and market conditions, interest rate levels, and political events affect the 
securities and derivatives markets. When the value of the Fund's investments goes down, your investment in the Fund decreases in value and 
you could lose money. The Fund will incur a loss as a result of a short position if the price of the short position instrument increases in value 
between the date of the short position sale and the date on which the Fund purchases an offsetting position. Short positions may be considered 
speculative transactions and involve special risks, including greater reliance on the ability to accurately anticipate the future value of a security 
or instrument. Underlying funds are subject to investment advisory and other expenses, which will be indirectly paid by the Fund. As a result, 
the cost of investing in the Fund will be higher than the cost of investing directly in an underlying Fund and may be higher than other mutual 
funds that invest directly in stocks and bonds. Underlying Funds are subject to specific risks, depending on the nature of the fund. 
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