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

During 2023 Q1, the Global Equity market was up amid better-than-expected economic data and China’s economic 
recovery. 

Actually, the picture was more mixed than showed up in the market performance as the business activity in the U.S. 
kept declining in both its service and manufacturing components, adding further credibility to the recession scenario 
in the course of the year. But investors were also greeted with positive news around the job market resilience, housing 
activity and taming inflation amid falling energy prices and improving supply chains. In Europe, the macro backdrop 
showed signs of improvement with growing consumer sentiment and corporate purchase activity even if the latter 
remained stuck in the recession area for its manufacturing component. On top of this, investors’ confidence improved 
on China’s economic re-opening pathway translating into further growth prospect. 

From a sector perspective, cyclical and growth-tilted subsets (Consumer Discretionary, IT and Telecom) 
outperformed defensive ones (Consumer Staples, Healthcare, Utilities) with Energy and Financials the worst 
performing sectors. From a factor perspective, Growth stocks outperformed Value stocks. 

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 main drivers of the relative performance were: Country allocation positively contributed due to the underweight 
on underperforming U.S. Currency allocation negatively contributed due to the overweight on depreciating NOK. 
Sector allocation negatively contributed due to the underweight on outperforming IT (Software, Services and 
Semiconductors). Style allocation negatively contributed due to the underweight on outperforming High Beta and 
Large Cap stocks and the overweight on underperforming Momentum stocks. Stock selection negatively contributed 
due to the underweight on IT stocks that greatly performed. 

Some of the changes in the fund included: Country Allocation - Higher exposure to North America (UW) and non-core 
Eurozone (OW) at the expense of Europe ex EMU (OW), Japan (OW), core Eurozone (UW) and Asia ex Japan (UW). 
Sector allocation - Higher exposure to IT (UW), Communication Services (UW), Materials (OW) and Consumer 
Discretionary (UW) at the expense of Energy (UW), Financials (UW) and Industrials (OW). Factor allocation - 
Increased exposure to High Beta (UW), Momentum (OW) and Growth (UW) at the expense of Dividend Yield (OW), 
Leverage (UW) and Mid Caps (OW).  

Outlook 

Fallouts of the historic tightening of the Fed have started surfacing with mounting pressure in Bank funding conditions. 
First, there have been large swings in commercial banks deposits. According to the Federal Reserve, $389 bn of 
deposits flew away from banks in March. The move started with the bank run of three banks (Silvergate Bank, Silicon 
Valley Bank, Signature Bank), it has decelerated somewhat with the expansion of deposit insurance to all the clients 
of these banks. Second, spreads in money markets have reverberated banks funding tensions spiking to levels last 

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

Inception 

NEI Global Dividend RS Fund I 2.71 13.33 2.71 6.84 11.94 9.54 9.93 N/A 

NEI Global Dividend RS Fund A 2.10 11.97 2.10 4.35 9.30 6.94 7.24 N/A 

NEI Global Dividend RS Fund F 2.37 12.58 2.37 5.47 10.46 8.09 8.42 N/A 

Benchmark 1: MSCI World NR Index (C$) 7.60 16.47 7.60 0.74 14.46 9.06 12.02 N/A 
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seen 5 years ago around 50 bps in the case of the TED spread - interbank rate vs Treasury Bill yield on 3M tenure.  

Since then, monetary spreads seem to have been capped. Nevertheless, these tensions are still far from disappearing 
as the Fed, even if it got close to its terminal rate, has not ended its tightening yet. This is also true for European 
central banks, notably the most prominent one the ECB. It is, therefore, quite unlikely that these tensions will 
completely disappear in the medium term, especially since investors in Europe remain concerned about core inflation 
that is struggling to stabilize.  

From bottom-up viewpoint, Growth, Quality and Large Cap Stocks keep outperforming the whole market while Value 
and Momentum stocks are lagging. Value stocks would most often underperform in periods where the market volatility 
is rising. The bias in favour of large cap growth or large cap quality stocks is indicative of concerns about credit 
conditions. Large caps are perceived to be more immune to credit risk due since their income and earnings are 
supposed to be more stable. That said, the current strong demand for this kind of stocks will inflate their valuation in 
total disconnection of their actual fundamentals, in the sub-advisor’s view.  

 

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

