
 

 

 

NEI Global Equity RS Fund commentary   1 
 

 

 

Performance 

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

2023 began in positive fashion as risk aversion declined and global equity markets increased. China’s reopening 
was continuing apace, and there were signs that inflation was receding from its autumn peak. However, it didn’t take 
long for the feel-good factor to dissipate and risk appetite deteriorate. Somewhat ironically, this was triggered by 
positive economic data that highlighted the resilience of the US economy. Investors worried that this unexpected 
strength, coupled with the steady reopening of the Chinese economy, would fuel further inflation, leading the central 
banks to pursue a more aggressive tightening cycle.  

Focus turned to the banking sector with the collapse of Silicon Valley Bank (SVB) and the bailout of Credit Suisse in 
March, which created an extremely turbulent environment. However, this turbulence was short-lived as investors 
concluded the issues were isolated, rather than systemic. Investors showed a preference for Growth, Profitability 
and Capital Structure factors, while Sentiment, Corporate Behaviour and Valuation factors tended to be avoided. 

Returns (%) 

*Source: Morningstar. As of March 31, 2023 + Since inception is only provided for Funds with less than 10 years of performance. 

On August 1, 2018 the fund benchmark was changed. Prior to this date, the fund benchmark was 30% FTSE Canada Universe Bond Index, 14% 

S&P/TSX Composite TR Index and 56% MSCI World NR Index (C$).  

Fund commentary 
From a sector viewpoint, the largest contributions to relative returns came from selection in Health Care and 
Industrials, being underweight in Energy and overweight Information Technology, while selection in Consumer 
Discretionary, Information Technology and Communication Services detracted the most. From a regional 
perspective, selection in Japan added value, while selection in North America detracted the most. 
 
ASML, Advanced Micro Devices (AMD) and Novo Nordisk contributed the most to relative returns. ASML and AMD 
increased alongside the semiconductor space. ASML also reported decent results with the company highlighting a 
growing order backlog and reiterating its targets from its CMD last year. Advanced Micro Devices also benefited 
from expectations that its datacentres business would see strong growth in H2 due to increased usage of AI. Novo 
Nordisk has seen decent growth that is expected to continue, reflected in positive guidance, driven by its obesity 
franchise. 
 
Within the Fund, Nvidia, Aker BP and Travelers detracted the most. Tesla and Meta Platforms, which are not held in 
the Fund, were also significant detractors. Semiconductors performed well in the period, with Nvidia one of the 
leaders – the Fund had an underweight to the name having rotated into Advanced Micro Devices (which also 
performed well) at the start of the period. Aker BP underperformed alongside the Energy sector and also reported 
Q4 results that were slightly behind expectations. Travelers reported lower-than-anticipated results, driven by higher 
catastrophe losses. However, the collapse of SVB and bailout of Credit Suisse resulted in significant weakness in 
the Financials sector and had the largest influence over the period.  

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

Inception 

NEI Global Equity RS I 6.19 13.73 6.19 -3.48 12.23 6.88 10.93 N/A 

NEI Global Equity RS A 5.57 12.38 5.57 -5.76 9.58 4.39 8.21 N/A 

NEI Global Equity RS F 5.85 12.96 5.85 -4.77 10.74 5.46 9.40 N/A 

Benchmark 1: MSCI ACWI NR Index (C$) 7.18 16.01 7.18 0.29 13.44 7.97 11.57 N/A 
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Outlook 

The sub-advisor’s approach is designed to invest in companies that have a combination of attractive long-term 
characteristics with good or improving ESG, not on the prevailing macroeconomic landscape. As such, all 
investment decisions are taken from a bottom-up perspective, and the risk-focused portfolio construction process 
ensures the Fund is not overly exposed to macro risks.  

In practice, this approach means that the Fund’s risk budget is dominated by stock selection, while macro exposures 
are diversified away. At the end of the period, all sector and regional positions were only modestly different from the 
benchmark index, which has been a consistent feature of the Fund since inception.  

From a top-down perspective, the Fund’s sensitivities continue to be modest. The main sensitivity is from stock 
selection, which is expected given the bottom-up investment approach. The other main sensitivity is the bias 
towards US Dollar strength. From a style perspective, exposures are all modest with the most notable, a higher 
ROE and lower forecast earnings revisions. In addition, the Fund has a lower debt-to-equity ratio, reflecting the 
importance of balance sheet strength in assessment of companies. 

Looking ahead, the latest US rate hike, alongside poor export numbers from South Korea and the pessimism of 
Japanese manufacturers revealed by Bank of Japan’s latest ‘Tankan’ survey, fuel expectations that global demand 
is waning, and recession is lurking on the horizon. Though a recession should control inflation and provide breathing 
space for economic loosening, the sub-advisor is concerned.  

While recession fears increase and investors maintain a resolutely short-term mindset, one area that continues to be 
overlooked is sustainability. The sub-advisor’s valuation measure of sustainable stocks is currently near its 5-year 
low, offering a significant discount to their average valuation over the period. So far this year, buying the dips has 
proved to be a successful investment strategy and they believe there is currently a very attractive opportunity to buy 
sustainable stocks at a very attractive discount. Over the longer-term, they remain of the view that sustainability will 
affect all corners of the market, providing plenty of opportunities across the universe, enabling them to retain a 
diversified portfolio of companies that have strong ESG credentials and long-term fundamentals.  

 

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

