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Performance 

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

The end of the quarter was extremely volatile with the market concerned about financial instability and liquidity issues, 
a result of central banks hiking rates significantly over the past year and the emergence of problems at specific banks.  
In Europe, Credit Suisse, which was plagued by various problems over the years, saw a continued outflow of 
depositors’ money. This resulted in a merger with larger rival UBS along with intervention and support from the Swiss 
Government and the National Bank to contain the situation. In the U.S., a couple of regional banks faced liquidity 
issues and were unable to meet their obligations, leading to swift action by government and regulators as those banks 
were placed into receivership and the depositors’ money guaranteed. These events shook confidence temporarily and 
prompted a flight to safety with government bond yields falling considerably, as the market reprices a slower pace of 
interest rate increases going forward. Central banks are likely to be more cautious as they monitor the tightening in 
credit conditions; however, it is proving to be challenging with a macro backdrop featuring persistent inflationary 
pressures along with a fairly strong labour market.  Both the Federal Reserve and the Bank of Canada are taking a 
cautious approach to their monetary policies, and will let incoming data dictate the path of future moves. 

Returns (%) 

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

On December 14th 2016, the fund benchmark was changed. Prior to this date the fund benchmark was S&P/TSX Composite TR Index.  

Fund commentary 

The lower exposure to Technology and not owning mining stocks detracted from returns as those two sectors of the 
market performed very well. The holdings in these sectors generally do not meet the Fund’s multiple criteria of discount 
valuations, quality, and dividends. 

The lower exposure to the energy sector helped as the price of oil and gas declined during the period.  Oil prices came 
off as concerns surfaced on slower economic growth and the accompanying reduction in demand.  Natural gas prices 
on the other hand declined materially given the milder weather and the surplus of supply.   

Late in the quarter, the pending deal between Rogers Communications and Shaw was approved after months of 
deliberation from several regulatory bodies. This also paves the way for Rogers to sell the Freedom Mobile wireless 
assets to Quebecor as part of their revised deal creating a credible fourth player in the country.  Several conditions 
need to be met by Rogers including creating thousands of jobs out West and investing several billion in its 
infrastructure network resulting in higher financial leverage. The position in Rogers was reduced last year given the 
sub-advisor’s concerns about the deal and the various governance issues that surfaced.  With the announcement of 
the approval and the relative prices of the stocks, the remaining position in Rogers is being eliminated, while 
maintaining the Fund’s ownership of BCE, Quebecor and Telus, whose valuations and dividend yields are more 
appealing, while not having the burden of elevated financial leverage and regulatory conditions.   

Within the Financials sector share prices of the banks initially declined due to concerns about higher rates and the 
effect on consumers and lending. This was further exacerbated in mid-March as the market became concerned about 

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

Inception 

NEI Canadian Dividend Fund I 3.18 9.86 3.18 -2.49 19.59 7.91 9.13 N/A 

NEI Canadian Dividend Fund F 2.91 9.29 2.91 -3.48 18.34 6.78 7.81 N/A 

NEI Canadian Dividend Fund A 2.61 8.65 2.61 -4.64 16.96 5.54 6.55 N/A 

Benchmark 1: 80% S&P/TSX Composite 

TR Index, 20% MSCI World NR Index (C$) 
 

5.17 11.92 5.17 -4.00 17.34 8.91 8.18 N/A 
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banking failures, specifically the regional lenders in the U.S. and Credit Suisse in Europe. The sub-advisor 
opportunistically added to the existing positions in the Canadian banks given their relatively attractive valuations, 
conservative lending standards, diversified deposit bases, and strong capital and liquidity positions.   

Strong stock selection in numerous holdings including Canadian Tire, Couche-Tard, Fresenius, Microsoft, Power 
Corp., and WSP Global added to the performance of the Fund. These holdings generally delivered quarterly results 
that exceeded consensus expectations.   

Couche-Tard produced good results helped by strong gasoline margins, the continued rollout of their fresh food 
program, and their higher margin private label offering.  Late in the quarter, the company acquired over 2,000 retail 
stations in Europe from TotalEnergies. The purchase was made at an attractive valuation while still ensuring further 
incremental balance sheet capacity to make further accretive acquisitions. 

Microsoft grabbed headlines around the world as it introduced its AI powered search engine and web browser.  Further 
announcements that AI tools will be integrated into Excel, Word and other Office products followed later in the quarter.  
The stock rallied as investors began to speculate on the scale of end market uses which could benefit from AI 
integration. 

During the period, several positions were sold with the proceeds redeployed into high quality undervalued names with 
attractive dividend yields in some cases. 

In the Canadian portfolio, the position in Energy infrastructure and pipeline holding Enbridge (ENB) was eliminated 
with the proceeds redeployed into peer TC Energy (TRP) which offers a more attractive risk/reward with a similar 
yield. TC Energy is well positioned for the Energy Transition with its focus on natural gas transmission and power 
services. The majority of the business is underpinned by long‐term regulated (limited commodity exposure) contracts 
with investment grade counterparties. Also the position in Saputo was eliminated with the proceeds redeployed into 
Premium Brands, which offers a superior risk/reward and a higher yield.  The valuation of Premium Brands does not 
reflect the strong growth opportunities from both acquisitions and margin improvements as operations right size post 
COVID in both prepared meats and food distribution.  

In the Foreign portfolio, the positions in Associated British Foods and Unilever were sold as the shares posted solid 
returns and approached their target prices. The proceeds from these sales were invested in Energy holding EOG 
Resources, home improvement retailer Home Depot, specialty automotive products company Gentex, and tire 

manufacturer Michelin. 

Outlook 

The Fund remains conservatively positioned with quality companies at attractive prices.  The sub-advisor remains 
focused on adhering to their strict discipline and investment process by trimming and selling holdings that approach 
their target prices, while selectively adding to a limited number of high-quality holdings with stable business 
characteristics.  The sub-advisor expects to continue taking advantage of these market conditions to position the 
Fund to meet their multiple criteria of quality, stability, dividends and discount valuations.  While heightened market 
volatility will likely persist given these recent uncertainties outlined, the Fund offers an attractive potential for gains 
over the investment time horizon along with a compelling and sustainable dividend yield.  

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. 

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

