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Performance 

The Fund (Series I) outperformed its benchmark over the quarter. 

First quarter of 2023 witnessed a strong rebound for bonds as markets priced in a dovish central bank for the 

remainder of the year. The Bank of Canada (BoC) raised its key policy rate by 25bps in its first meeting of the year. 

The central bank opted for a pause there after as it evaluates the impact of its most aggressive hiking cycle on the 

Canadian economy. In the US, the Federal Reserve (Fed) raised its target range for the Fed Funds rate by 50 basis 

points cumulatively (25bps hike each in January and March meeting) to 5.00% (upper bound). While inflation remains 

high compared to central banks’ target range of 2%, we are seeing signs of central banks reaching an inflection point 

when it comes to their future rate trajectory.  

As markets priced in future rate cuts, yields dropped benefitting longer duration bonds the most during the first 

quarter. The difference between the long-term and short-term yields, as noted by 30-year and 5-year spread, 

steepened by the end of first quarter.  

Returns (%) 

*Source: Morningstar. As of March 31, 2023 + Since inception is only provided for Funds with less than 10 years of performance. 

Fund commentary 

The steepening in the yield curve occurred in March as the banking crisis unfolded in the US and Europe. The Fund 

has transitioned from a barbell structure to a bullet structure (concentrated on the 5-, 7- and 10-year segment of the 

yield curve) in the past few quarters as the curve flattened. The Fund’s overweight positioning in 7- to 10-year nodes 

performed better, duration-adjusted, relative to shorter tenors. Mid-term yields fell the most during the quarter 

compared to longer-term yields, which benefitted Fund’s bullet structure. 

Credit spreads tightened significantly in the first quarter amid an overall risk-on sentiment. However, by the end of 

the first quarter spreads widened and ended the quarter unchanged as a banking crisis unfolded in the US and 

Europe. Canadian investment grade spreads are still wide relative to history suggesting that there already is a 

reasonable amount of risk premium priced in, even more so now with the widening seen during the US/EU liquidity 

crisis in March.  

Over the course of the last 12 months, the sub-advisor added to the credit risk positioning by increasing the 

contribution to duration and duration times spread. Within corporates, shorter-term financial spreads widened by a 

significantly greater extent relative to other comparable term sectors. The sub-advisor increased exposure to credit 

by moving down the capital structure of major Canadian financial institutions to take advantage of widening spread 

relationships within these corporate entities. The overweight positioning in the corporate sector contributed positively 

to Fund performance as higher beta issues outperformed lower beta issues in the last three months.  

The Fund is underweight in the Provincial sector, which detracted from relative performance as Provincial bonds 

outperformed Federal, Corporate and the Overall index during the first quarter. Within Provincial sector, the Fund 

holds an underweight exposure to Province of Quebec issues, which proved to be the biggest detractor. Some of 

FUND 3 MO 6 MO YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR 
Since 

Inception 

NEI Canadian Bond Fund Series I 3.30 4.04 3.30 -1.00 -0.44 1.88 2.47 3.30 

NEI Canadian Bond Fund Series A 2.89 3.20 2.89 -2.59 -2.04 0.25 0.83 2.89 

NEI Canadian Bond Fund Series F 3.04 3.54 3.04 -2.01 -1.45 0.84 1.41 3.04 

Benchmark 1: FTSE Canada Universe 

Bond Index 

3.22 3.32 3.22 -2.01 -1.67 0.89 1.88 3.22 
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this underperformance was offset by the overweight position in Province of Ontario and British Columbia issues.   

Outlook 

As rates rose aggressively in the past twelve months, inflation remained persistent. We are starting to see the 
impact of one of the most aggressive hiking cycles in decades on the latest inflation data. While pricing pressures 
are broadly easing, core prices remain stick and it remains critical to determine how much of this is driven via 
demand vs supply. The sub-advisor expects BoC to remain on hold through the end of the year as its focus shifts to 
a potential for economic contraction in the second half of the year. 

 

This material is for informational and educational purposes and it is not intended to provide specific advice including, without limitation, investment, 
financial, tax or similar matters. The views expressed herein are subject to change without notice as markets change over time. For complete 
information about a mutual fund managed by NEI Investments, please refer to the fund's simplified prospectus and/or Fund Facts which can be 
downloaded at www.neiinvestments.com.  

Series F units are only available to investors who participate in eligible fee-based programs with their registered dealers that have entered into a 
Series F Distribution agreement with NEI Investments.  

Series I have high minimum investment requirements and are typically aimed at institutional investors (such as pension plans) or investors making 
large investments in the fund. Funds in these series generally have lower management fees than the retail series of the same fund. 

Information herein is believed to be reliable but NEI does not warrant its completeness or accuracy. Views expressed regarding a particular security, 
industry or market sector should not be considered an indication of trading intent of any funds managed by NEI Investments. Forward-looking 
statements are not guaranteed of future performance and risks and uncertainties often cause actual results to differ materially from forward-looking 
information or expectations. Do not place undue reliance on forward-looking information. 

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

NEI Investments is a registered trademark of Northwest & Ethical Investments L.P. (“NEI LP”). Northwest & Ethical Investments  Inc. is the general 
partner of NEI LP and a wholly-owned subsidiary of Aviso Wealth Inc. (“Aviso”). Aviso is the sole limited partner of the NEI LP. Aviso is a wholly-
owned subsidiary of Aviso Wealth LP, which in turn is owned 50% by Desjardins Financial Holding Inc. and 50% by a limited partnership owned by 
the five Provincial Credit Union Centrals and The CUMIS Group Limited. 

For more performance related information about a mutual fund managed by NEI Investments, please visit the prices and performance page on 
neiinvestments.com.  

http://www.neiinvestments.com/
https://www.neiinvestments.com/pages/prices-and-performance/#?filtersSelectedValue=%7B%22brandingCompanyId%22:%7B%22id%22:%22NEI%20Investments%22%7D%7D

