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NEI Canadian Bond Fund 
Q1 2025 Commentary  

Performance 

The Fund (Series I) outperformed the benchmark for the quarter. 

The bond market rallied as yields declined during the first quarter of 2025, driven by the short end of the yield curve as the 
Bank of Canada (BoC) lowered its policy rate by 0.50% from 3.25% to 2.75% in an effort to mitigate the impact of U.S. 
tariffs on domestic growth. The macroeconomic backdrop surprised to the upside, driven by the higher-than-expected CPI 
print for February as a result of the end to the GST/HST sales tax holiday, with restaurant prices contributing the most to 
the acceleration. 

The U.S. also saw bond yields move markedly lower over the quarter as the prospects of a prolonged trade war and 
dramatic cuts to government spending weighed on U.S. growth. The Federal Reserve (Fed) held its policy rate at 4.50% 
citing preferred measures of inflation not yet within the bank’s target range. 

The European Central Bank reduced its policy rate by 25 basis points in both January and March meetings. The Bank of 
England implemented a 25 basis points cut, whereas the Bank of Japan raised its rate by 25 basis points. 

The net result was positive for bonds, with the Universe (FTSE Canda Universe Bond Index) returning +2.02% in the first 
quarter. Mid-term bonds outperformed both the short-end and the long-end. Government bonds outperformed corporate 
bonds as credit spreads on investment grade corporate bonds widened over the quarter from their cycle lows. The longer 
duration non-cyclical segments of the corporate index (i.e., Communication and Infrastructure) outperformed the shorter 
duration cyclical segments of the index (i.e., Financial, Industrial). 

The USDCAD pair marginally strengthened from as long-term interest rate differentials between the U.S. and Canada 
narrowed, while the spread between West Texas Intermediate and Wester Canada Select also narrowed over the quarter. 

Returns 

Fund 3 months 6 months YTD 1 year 3 years 5 years 10 years Since inception1 

NEI Canadian Bond Fund Series I 2.25 2.51 2.25 9.02 3.77 2.18 2.64 N/A 

NEI Canadian Bond Fund Series A 1.85 1.69 1.85 7.26 2.11 0.54 1.00 N/A 

NEI Canadian Bond Fund Series F 2.00 2.00 2.00 7.91 2.73 1.15 1.60 N/A 

Benchmark 1: FTSE Canada 
Universe Bond Index 2.02 1.98 2.02 7.65 2.50 0.88 1.77 

N/A 

¹Source: Morningstar. As of March 31, 2025. Since inception is only provided for Funds with less than 10 years of performance. 

Portfolio commentary 

The Fund outperformed its benchmark in the first quarter of 2025, driven primarily by yield curve changes. 

The Fund's overweight exposure to Provincial government bonds and corporate bonds within the Financials sector 
provided the largest contribution to relative performance. Widening credit spreads during the quarter detracted from 
relative performance as a result of the Fund's larger corporate weighting. From a yield curve positioning standpoint, the 
Fund's relative overweight in 7- and 10-year key rates contributed positively to relative performance as the yield curve 
steepened with rates across all tenors along the yield curve declining. 

Over the quarter, the Fund increased its exposure to Provincial government bonds while reducing exposure to corporate 
bonds within the Financial and Communication sectors. 
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Outlook 

With near-term inflation expectations rising due to tariffs, the extent of the potential impact to demand (weakening) 
remains uncertain. As a result, the policy path of rates is unclear as the BoC balances the risks of potentially lower 
economic growth and higher inflation. Market pricing for overnight indexed swaps (OIS – a proxy for the expected policy 
interest rate) suggests that the BoC will provide additional cushion by lowering rates at least once by an additional 0.25% 
before the end of June. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 

https://oneaviso.sharepoint.com/sites/PortfolioManagement/Shared%20Documents/Quarterly%20Commentary/2023/Q4%202023/Edited/Batch%201/www.neiinvestments.com
https://www.neiinvestments.com/funds.html

