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Performance 

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

Consumer and corporate sentiment improved during the first quarter, alongside positive returns for North American 
equity markets. Key areas of strength included information technology where valuations were likely helped by 
declining interest rates. Increases in gold and copper prices supported the resource centric Canadian small cap 
market. Not all returns may be equal, especially when also contemplating fundamental measures alongside. The 
returns in the Canadian market have been primarily driven by multiple expansion, rather than supported by earnings 
growth. The sub-advisor observes that several of the top performing Canadian small cap companies in the technology 
and healthcare space did not generate a profit in the latest reported fiscal year. 

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 Fund underperformed on a relative basis primarily due to less exposure and better performance in the 
benchmark’s materials and information technology sectors. An area of relative outperformance for the Fund was within 
the energy space, where defensive positioning cushioned the declines precipitated by energy price weakness. 

The Fund’s top contributing investments in the quarter were Winmark Corp, iA Financial Corp, and Guardian Capital 
Group. The largest detractors were Pason Systems, Knight Therapeutics, and Information Services Corp. 

During the quarter, the Fund demonstrated an improvement in overall characteristics including more attractive 
valuation measures, stronger profitability as measured by four-year average return on equity and improving balance 
sheet risk metrics. These improvements were driven by a few factors including execution within Fund holdings, active 
reduction of some of the large positions that have appreciated, and allocating more capital to businesses that reflect 
reasonable risk/reward ratio. The additions have enhanced the Fund’s dividend yield (3.0%) and are priced to offer 
attractive margins of safety. 

Incremental capital was added to Canadian Western Bank. The bank currently trades at historically low valuation 
levels, as it contends with recession fears and negative sentiment on the banking space. The business offers a ~5% 
dividend yield which the sub-advisor believes is sustainable through adverse economic conditions and with little to no 
improvement in operating results. The bank has made meaningful inroads into Ontario and has improved digital 
capabilities, which should enable it to capture market share in a cost-effective manner. Transcontinental is a leading 
flexible packager in North America and one of Canada’s largest printers. The position was oppor tunistically built up 
as shares sold off due to weaker year over year quarterly results. Under modest assumptions, the position will offer a 
6-7% dividend yield, a clear and probable plan to improve operations, and management priority to strengthen the 
balance sheet. 

 

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

Inception 

NEI Canadian Small Cap Equity RS Fund I 2.10 10.98 2.10 1.69 25.78 9.68 10.41 N/A 

NEI Canadian Small Cap Equity RS Fund A 1.42 9.49 1.42 -1.02 22.44 6.76 7.42 N/A 

NEI Canadian Small Cap Equity RS Fund F 1.73 10.16 1.73 0.19 23.95 8.08 8.73 N/A 

Benchmark 1: BMO Small Cap Blended 
Index (Unweighted) 

3.70 10.57 3.70 -17.55 30.23 5.67 4.06 N/A 
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Outlook 

At the end of Q1, the market seems more optimistic about the near future than it did during a difficult 2022. Despite 
the positive shifting sentiment, data points continue to be mixed. Low unemployment levels and plateauing inflation 
contrast with surprises of bank failures, speaking to hidden underlying risks. While striving to be vigilant of risks, it 
should not be underappreciated that the unexpected or improbable seems to occur more often than modelled or 
planned. The Fund continues to be positioned to weather various outcomes by maintaining below historical average 
valuation levels and improving diversification. Although it is uncertain what type of ‘economic landing’ may 
materialize, the Fund provides a 3.0% dividend yield to patient long-term investors and risk-managed exposure to a 
diverse set of businesses with strong balance sheets capable of funding either further returns to shareholders or 
franchise growth opportunities. 

 

 

 

 

 

 

 

 

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

