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

As 2023 began, hope sprang eternal that the tumultuous market environment of the previous year was firmly behind 
us. Indeed, not just hope but mounting evidence that headwinds were abating. However, the end of the quarter brought 
significant dislocations in the US banking system, including the sudden implosion of Silicon Valley Bank and Signature 
Bank (neither of which were Sustainable Growth holdings). The Fund’s exposure to this turmoil came primarily through 
First Republic Bank in California.  

Returns (%) 

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

On November 15, 2021, NEI Global Growth Fund (formerly NEI Global Equity Fund) changed its sub-advisor and its fundamental investment objectives. 

The purpose of the change is to enhance the environmental, social, and governance characteristics of the Fund, with a focus on growth-style equity 
opportunities. The performance of this Fund for the period prior to this date may have been different had the current investment objectives and strategies 
been in place during that period. 

Fund commentary 
Until recently, First Republic was viewed as a fundamentally sound business with one of the best credit risk records 
of the past twenty years and extremely deep customer relationships. However, a deposit base concentrated on the 
west coast of the US and a degree of interest rate exposure on the balance sheet drew comparisons with Silicon 
Valley Bank. That many of these deposits emanated from wealthy individuals and exceeded the limit for federal 
insurance coverage prompted fears of a run, and a sharp fall in the share price resulted, the two factors forming a 
nasty downward spiral. This situation was compounded by the decisions of credit rating agencies to downgrade the 
bank’s rating to sub-investment grade. This further eroded the confidence of counterparties and looks likely to have a 
long-term effect on the cost and availability of funding, depressing margins for the foreseeable future. The sub-advisor 
decided to sell out of a position they have held for Sustainable Growth clients since 2016. Ultimately, banks are 
confidence machines – even with sound fundamentals, the business model breaks down once trust is eroded.  

The Fund performed strongly over the quarter. In January, a reversal of fortunes for some of the previous years’ worst 
performers got things off to a good start. However, stock selection within financials, particularly banks and the 
aforementioned First Republic proved a setback in March. 

Electronic bond trading platform MarketAxess was one bright spot within financials, following the company’s update 
highlighting the ongoing shift to electronic solutions within the US high-grade bond market. Elsewhere, the increased 
enthusiasm for the potential of Artificial Intelligence benefited NVIDIA this quarter, with the stock nearly doubling. 
While quite a stark increase, the sub-advisor would argue that the opportunity for NVIDIA has also expanded, with 
many imaginative uses of the generative machine learning popularized by Open AI’s ChatGPT already beginning to 
emerge.  

In contrast to this, Chegg was a poor performer in the first quarter. The online education market is expected to be 
disrupted by the capabilities of ChatGPT, and although Chegg has yet to see this negative come through, the market 

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

Inception 

NEI Global Growth Fund I 12.86 17.29 12.86 -13.48 2.69 0.38 7.22 N/A 

NEI Global Growth Fund A 12.26 16.02 12.26 -15.34 0.32 -2.00 4.52 N/A 

NEI Global Growth Fund F 12.57 16.66 12.57 -14.39 1.39 -0.93 5.71 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 

NEI Global Growth Fund 

Q1 2023 Commentary 



 

NEI Global Growth Fund commentary   2 

 

has clearly taken this view early. Finally, despite the strong rise in revenue in the fourth quarter, Meituan, the Chinese 
food delivery company, saw losses widen as they continued to reinvest in organic growth. 

Outlook 

Looking to the future, the sub-advisor draws comfort in knowing that focusing on enduring growth franchises has 
proven worth. The sub-advisor’s Risk and Analytics team have helped in this regard, producing work that shows that 
a focus on the top quintile of earnings growers over the next decade will significantly tilt the odds in favour of owning 
a Fund of outperforming stocks. This is even more important when our starting point is today, a time that the sub-
advisor still believes to be of maximum fear. Their work shows that stocks that have suffered significant drawdowns 
(as some of the Fund’s stocks have) stand the best chance of recovery when they produce mid-single-digit revenue 
growth and, more importantly, double-digit earnings growth. Finding those winners of tomorrow will remain the sub-
advisor’s focus on your behalf in the coming quarters and years. 

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

