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Fund commentary 

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

The quarter proved to be tricky as factors such as elevated interest rates, stubborn inflation, financial distress at a 
few banks and declining electricity prices were sources of anxiety for investors. The rising cost of capital is a 
concern especially for highly levered companies with short-term debt maturities. Also, even if electricity prices are 
well above pre-2022 levels, as they have peaked and come down from very high levels, companies with some 
exposure to merchant prices face lower results in 2023 vs. 2022, which reduces their appeal. PPA contracting prices 
have also moderated somewhat over the last quarter, consistent with the intensity of the energy crisis abating.  

On the positive side, inflation is positive for many companies in the fund given their passthrough/indexation revenue 
formula. The sub-advisor believes that aspect together with higher levels of electricity generation could be 
supportive in 2023 and beyond. 

Many companies are seeing accelerating renewables development growth as more customers want green power 
and a predictable supply and cost of electricity. This is structurally positive but more growth requires more equity 
and debt at a time the cost of capital is rising. As a consequence, the sub-advisor has seen companies requiring 
equity, thereby creating an overhang, raising debt at a higher cost, or curtailing dividends to conserve capital. These 
headwinds weigh on stocks while the medium-term picture is constructive given lower valuation, faster growth, and 
stable returns. 

In terms of decarbonisation impact at the end of the quarter, CO2 emissions are 74% lower per CAD1mn invested in 
the fund compared to CAD1mn invested in the MSCI World Utilities Index. 

Returns (%) 

*Source: Morningstar. As of March 31, 2023 + The benchmark since inception return in the table is calculated as of the inception date of Series A. Since 
inception benchmark returns for Series F and Series I are 9.06 and 9.06, respectively. 

 

The top five contributors were Brookfield Renewable Corp., Atlantica Sustainable Infrastructure, BKW, Enel, and 
Transalta Renewables. 

The top five detractors were Drax, NextEra Energy Partners, Encavis, NextEra Energy Inc., and Sunrun. 

For regional attribution, Europe and North America contributed while Asia detracted. 

During the quarter, the sub-advisor initiated 3 new positions; Greenvolt-Energias Renovaveis, Neoen, and Dominion 
Energy. Positions were eliminated in SSE and Corp. Acciona Energias Renovables. 

Outlook 

Considering the 3 pillars of returns - equipment cost, cost of capital, and power prices, the sub-advisor believes that 
the outlook for returns remains constructive for the sector. Equipment costs, especially solar and to a lesser extent 
wind from China, are expected to come down in 2022 while European and US wind equipment costs are likely to 

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

Inception 

NEI Clean Infrastructure Fund Series I 0.05 2.36 0.05 -5.19    0.12 

NEI Clean Infrastructure Fund Series A -0.48 1.25 -0.48 -7.25    -2.05 

NEI Clean Infrastructure Fund Series F -0.21 1.81 -0.21 -6.20    -0.94 

Benchmark 1:  S&P Global Infrastructure 
NR CAD 

3.61 13.23 3.61 3.74    9.06 
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gradually trend up, but only beyond the existing backlog. Moreover, shipping costs have sharply fallen since last 
year. As such, equipment cost is likely to be under control. 

The cost of capital has moved up as both benchmark rates and equity risk premiums have risen. This has been 
somewhat offset by the move lower over the quarter of longer-term interest rates—the more critical aspect of term-
funding for the fund’s investments. Importantly, the sub-advisor has not seen a material change in equity return 
expectations in their sector through this fast-moving inflation cycle.  

Importantly, reflecting higher costs, power prices remain at levels that make returns for renewable developers 
attractive and continue to support development. 

As such, strong demand and attractive returns should continue to fuel the growth and value creation in the sector. 

The sub-advisor expects more M&A activity as companies with strong balance sheets take advantage of lower 
valuations to make acquisitions that will bring cash flows on day one (cash-on-cash) unlike development projects 
that require upfront capital while cash flows only come later. 

It remains a challenging environment, but the sub-advisor is encouraged by tremendous long-term upside they see 
in many stocks in the fund. 

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 performance data provided assumes reinvestment of distributions only and does not take into account sales, 
redemption, distribution or optional charges or income taxes payable by any securityholder that would have reduced returns. Mutual fund securities 
are not covered by the Canada Deposit Insurance Corporation or by any other government deposit insurer. There can be no assurances that the 
fund will be able to maintain its net asset value per security at a constant amount or that the full amount of your investment in the fund will be 
returned to you. 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. Av iso 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.  

The S&P Global Infrastructure Index (“Index”) and associated data are a product of S&P Dow Jones Indices LLC, its affiliates and/or their licensors 
and has been licensed for use by Northwest & Ethical Investments L.P..  © 2022 S&P Dow Jones Indices LLC, its affiliates and/or their licensors. All 
rights reserved. Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. For more 
information on any of S&P Dow Jones Indices LLC’s indices please visit www.spdji.com. S&P® is a registered trademark of Standard & Poor’s 
Financial Services LLC (“SPFS”) and Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Neither S&P 
Dow Jones Indices LLC, SPFS, Dow Jones, their affiliates nor their licensors (“S&P DJI”) make any representation or warranty, express or implied, 
as to the ability of any index to accurately represent the asset class or market sector that it purports to represent and S&P DJI shall have no liability 
for any errors, omissions, or interruptions of any index or the data included therein. 

http://www.neiinvestments.com/
https://www.neiinvestments.com/pages/prices-and-performance/#?filtersSelectedValue=%7B%22brandingCompanyId%22:%7B%22id%22:%22NEI%20Investments%22%7D%7D
https://can01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.spdji.com%2F&data=05%7C01%7CRMenon%40neiinvestments.com%7Cd22cb9b85c3f4e89df8e08da26fd8961%7C8bf75a43b0eb42ab81d6e397059ed15e%7C1%7C0%7C637865167634221483%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=0tgyCpkFTQsJNYyUJU8HZQ%2BAycA76U9P02Mpcyb40%2BE%3D&reserved=0

