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Performance 

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

By region, EM Asia was the best performer for the benchmark followed by EM Latin America and EM EMEA. On a 

country level the benchmark’s top performing countries were Czech Republic, Mexico, Greece, Taiwan and Korea. 

While among the worst performing countries were Colombia, Turkey, UAE, India and Kuwait. 

The MSCI Emerging Markets (EM) Index rose in a positive quarter for the asset class. Earlier in the period, sentiment 

was impacted by escalating tensions between the US and China, alongside a strong US jobs report which resulted 

in a higher two-year US Treasury yield and prompted the Fed to warn that further interest-rate rises are likely. The 

collapse of two mid-sized US lenders in March impacted global financial stability and resulted in a sell-off in equity 

markets globally. The EM index subsequently rebounded given positive China sentiment amidst optimism in the 

internet space and SOE reform, while dissipating contagion concerns from the banking collapse proved a further 

tailwind. 

In Asia, China was ahead of the EM benchmark, buoyed by hopes that its economy will rebound after Beijing lifted 

most of its Covid restrictions. However, relations with the US deteriorated after a Chinese surveillance balloon 

entered US airspace, which led to Secretary of State Antony Blinken postponing a trip to Beijing. More positively, 

the People’s Bank of China reported surging demand for business loans after Covid restrictions were lifted. There 

was also optimism surrounding Beijing’s support to the internet and gaming sector. Alibaba’s founder, Jack Ma, 

returned to China for the first time in over a year – a move seen by some analysts as a vote of confidence by the 

government. Tencent's management were also upbeat on their fintech outlook for the first time since late 2020. 

China’s benchmark was also boosted by the governments enrolment in SOE reform which helped names in the 

telco’s, oil and construction sectors. 

Taiwan’s index was lifted by broad optimism for the technology sector after bellwether Taiwan Semiconductor 

Manufacturing Company (TSMC) beat expectations. Hopes also grew of a significant boost to foreign trade after 

China reopened its borders. Korea was also ahead of the EM benchmark after consumer confidence reached its 

highest level in nine months on easing inflation and hopes of better economic growth. India was one of the weaker 

performers in the index despite inflation remaining within the Reserve Bank of India’s upper limit. Less positively, 

markets were unnerved by a report from Hindenberg Research (a US investment firm focused on short selling) that 

suggested impropriety at listed companies owned by the Adani Group. 

In Latin America, Brazilian equities underperformed as President Lula signaled his commitment to higher public 

spending, stoking concerns that his government posed a threat to fiscal stability. Consumer price inflation eased 

later in the period for the eighth month running and consumer confidence improved. Mexican equities were 

significantly ahead of the EM benchmark. The peso neared a five-year high as Mexico’s trade deficit fell and the 

central bank unexpectedly raised its benchmark rate by 50 bps. In the EMEA region, South Africa was slightly ahead 

of the index. Inflation rose for the first time since last October due to higher food costs, prompting the South African 

Reserve Bank to hike interest rates by 50 bps – 25 bps more than expected. 
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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 4.94 and 4.94, respectively. 

Note: On July 13, 2020, the Fund was transitioned to an ESG mandate. As part of this transition, the sub-advisor optimized the Fund along Responsible 
Investing dimensions by applying a framework that entails both exclusionary screens and a proprietary scoring system that assesses securities on 
specified ESG metrics. The performance of this Fund for the period prior to this date may have been different had the current transition been in place 

during that period. 

Fund commentary 

At the sector level, Consumer Discretionary, Financials and Healthcare were the main detractors, while Technology, 

Utilities and Communication Services were the main contributors. 

On a country level, China, South Africa and Hong Kong were the main detractors. While Argentina, India and Taiwan 

were the main contributors. 

At the stock level, the following detracted from relative performance: JD.com is a Chinese e-commerce company. 

Share price fell amidst the sharp correction in the Chinese internet sector, fueled by competition concerns among 

the major e-commerce players. Meituan is a Chinese online delivery platform. Share price was impacted by concerns 

that the recent launch of a delivery app (by ride-hailing service DiDi) posed a competitive threat. B3 is a Brazilian 

regional exchange. Share price fell over the period on soft earnings amidst lower equity and derivative volumes. 

Capitec Bank is a South African bank. Company share price fell towards the end of the period amidst contagion 

concerns from the US banking sector. Alibaba (not held) is a Chinese internet company. Share price rallied towards 

the end of the period amidst recovery in the company’s core e-commerce segment. 

Contributors to relative performance included the following: TSMC is a Taiwanese semiconductor manufacturer. 

Share price rose on better-than-expected fourth quarter (Q4) results that revealed an increase in revenue and profit. 

Mercadolibre is an Argentina-based online marketplace. Share price rallied following news of accounting 

irregularities at competitor Americanas, fueling hopes that MercadoLibre will gain significant market share. Tencent 

is a Chinese gaming company. The firm has a strong outlook for profit growth amid a robust revenue recovery. 

Beijing Kingsoft Office Software is a Chinese software developer. Strong share price momentum given rapid growth 

in its subscription business and accelerating software localization. Banorte is a Mexican financial services company. 

Share price was higher over the period on positive earnings, amidst solid loan growth and net-interest-margin (NIM) 

expansion. 

Outlook 

Last year, markets faced many headwinds, with escalating geopolitical risks, China’s zero-Covid policy and the 

Federal Reserve’s tightening cycle in the face of rising inflation all contributing to a slowing global economy. EMs 

are witnessing signs that inflation is beginning to retreat, which, given their leading stance in tightening policy, could 

result in these central banks cutting rates. In addition, China’s relaxation of its stringent Covid restrictions will give 

EMs a timely boost, in particular North Asian economies, as will the recent policy pivot towards a growth recovery. 

ASEAN economies are demonstrating resilience and stand to gain from the reconfiguration of Asia’s supply chains. 

Indonesia is benefiting from economic momentum given strong consumer demand and commodity prices, while 

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

Inception 

NEI Emerging Markets Fund I 3.13 8.81 3.13 -10.46 4.59 -0.55  4.80 

NEI Emerging Markets Fund A 2.49 7.44 2.49 -12.69 2.00 -3.02  2.04 

NEI Emerging Markets Fund F 2.72 7.96 2.72 -11.83 3.00 -2.06  3.17 

Benchmark 1: MSCI EM NR Index (C$) 3.83 12.32 3.83 -3.25 6.03 0.06  4.94 
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India is significantly expanding its manufacturing sector and investing in infrastructure to encourage foreign direct 

investment. Brazil will benefit from improvements in trade flows as well as tailwinds from likely rate cuts, and Mexico 

is a beneficiary of near-shoring as companies move supply chains closer to US borders. 

Geopolitical tensions will remain the key risks to monitor. In terms of US-China relations, the re-establishment of 

working groups on trade, the economy and climate is a positive development, though the US goal of limiting China’s 

development of high-end technology is clearly a headwind. In terms of China-Taiwan, the sub-advisor is monitoring 

the activities of Taiwan’s main opposition party (KMT), which has traditionally maintained close ties with Beijing, to 

see whether its recent gains in local elections will translate into success in the national elections in 2024. The sub-

advisor continues to monitor Russia-Ukraine developments and their impact on inflation.  

EM stocks are attractive from a valuation perspective, trading significantly below the long-term average and cheap 

relative to global equities. In the Fund, the sub-advisor is focusing on quality companies with strong market positions, 

preferring those with stable earnings, low leverage and pricing power, which should fare better in this 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.  

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

