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NEI Canadian Small Cap Equity Fund 
Q1 2025 Commentary  

Performance 

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

Canadian equities performed reasonably well in the first quarter of 2025, particularly as US equities pulled back. Large 
cap stocks outperformed small cap in Q1, however, the small cap index still gained. The strength in Canadian small caps 
came almost entirely from the Gold sector with a return of 35%. Meanwhile, Industrials, Heath Care, and Technology 
stocks all fell more than 10%. In this mixed return environment, sentiment and momentum factors were the most rewarded 
styles, however, low volatility investment factors also performed well. Value factors showed some notable weakness in 
Q1. Despite reasonably strong factor performance, the dominance of sector effects in Canadian small cap in Q1 proved a 
challenging environment for active management. 

Returns 

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

inception1 

NEI Canadian Small Cap Equity Fund Series I -1.65 1.57 -1.65 9.91 5.04 15.52 6.08 N/A 

NEI Canadian Small Cap Equity Fund Series A -2.27 0.27 -2.27 7.09 2.35 12.57 3.36 N/A 

NEI Canadian Small Cap Equity Fund Series F -2.04 0.76 -2.04 8.15 3.37 13.68 4.37 N/A 

Benchmark 1: S&P TSX Small Cap 0.88 1.58 0.88 11.08 1.68 20.11 6.09 N/A 

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

On August 1, 2023, the NEI Canadian Small Cap Equity Fund changed its sub-advisor without altering its investment objectives. Nevertheless, this 
transition introduced an immaterial adjustment in the fund's investment strategy, moving from a primarily fundamental analysis approach to a primarily 
quantitative approach. All other aspects of the investment strategy remain consistent. Please be aware that the past performance of this Fund before 
this change may differ if the new investment strategy had been in place during that period. 
 
On January 21st, 2019, the fund benchmark was changed. Prior to this date the fund benchmark was 50% S&P/TSX Completion Index / 50% S&P/TSX 
Small Cap Index. 

Portfolio commentary 

In Q1 2025, an overweight position and stock selection decisions in the Gold sector were key contributors to relative 
performance compared to the S&P/TSX Small Cap Index. The largest performance detractors included stock selection 
decisions in the Materials Ex. Gold and Financials sectors. 

Driven by its stock selection process, the Fund increased its sector exposures to Health Care and Energy stocks relative 
to the benchmark, while decreasing active exposure to Financials and Information Technology stocks. Portfolio risk 
metrics remain conservative, with forecast volatility below the S&P/TSX Small Cap Index and a beta below 1.0. The sub-
advisor’s ensemble approach to quantitative investing seeks to diversify across styles and sectors, consistently delivering 
a Fund that performs well across most market environments. 

Outlook 

The Fund is attractive today, with quarterly sales growth of 2.9%, well above the S&P/TSX Composite Index at 1.3%. This 
favourable growth profile has been maintained despite substantially more reasonable valuations, trading at only 10.0x 
forward earnings expectations. In contrast, the S&P/TSX Small Cap index trades at 12.1x, and the S&P/TSX Composite 
trades at 15.5x today. This valuation also looks favourable globally, as the MSCI ACWI Small Cap Index trades at 16.0x, 
while larger cap indices trade well above their historical averages, such as the MSCI World and S&P 500 at 19.2x and 
25.1x, respectively. Ultimately, these factors suggest a strong outlook for Canadian small cap stocks, and the Fund in 
particular, which uses a core, quantitative approach to delivering favourable attributes across value, profitability, 
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sentiment, momentum, and quality. The sub-advisor’s multi-strategy stock selection system employs an ensemble of 
different time horizon forecasts, enabling them to be nimble and profit from a high-volatility environment. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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

