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Performance 

The Fund (Series I) outperformed its benchmark over the quarter. 
 
The first quarter was an eventful period which witnessed continued material economic and monetary policy news 
from the Federal Reserve in addition to regional bank failures in the US. 
 
The Fed met twice in the first quarter, these meetings were highly anticipated, and the Fed did not disappoint. They 
continued to decelerate the pace of rate hikes, hiking 25bps in February, despite elevated inflation levels and 
relatively robust economic numbers. Later in the quarter, in the face of a potential banking crisis, the Fed raised 
rates again 25 bps. The market is indicating a 50% chance that a rate hike announced in their next meeting in May, 
will be the last of this cycle. 
 
During the quarter, several banks collapsed including Silicon Valley Bank and Signature bank. There was fear of a 
run-on-the-bank contagion. That fear subsided when the US Treasury, Federal Deposit Insurance Corporation 
(FDIC) and Federal Reserve stepped in. The FDIC and Treasury instituted a program that fully protected all 
depositors, including those above the stated $250,000 cap. The Federal Reserve loosened its borrowing guideline 
on its discount window and created a new Bank Term Funding Program to provide liquidity. As can be expected, 
treasuries swung widely in the quarter. Yields initially dropped as the Fed pivoted to 25bps hike, then rose 
dramatically as stronger economic numbers and inflation fears reappeared and finally plummeted with the flight to 
quality after the banking crisis. 

Returns (%) 

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

On May 1st 2020, the fund benchmark was changed. Prior to this date the fund benchmark was 30% FTSE TMX Canada Universe Bond Index, 30% 
S&P/TSX Composite Index, 20% MSCI World Index, 20% Bloomberg Barclays Global Aggregate Index (CAD hedged).  

On May 1, 2020, the Fund’s investment objectives and strategies were changed to an investment approach that includes global f ixed income and equity 

securities with corresponding changes in the portfolio’s benchmark and to the Fund’s sub-advisor. 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 

On the fixed income side, the primary contributor to performance during the period were the Fund’s corporate and 
securitized asset classes. Within Corporates the Fund’s long dated investment grade securities benefited overall 
performance. In general, duration here derives from corporate securities, such as Alphabet, Visa and Apple which 
don’t mature until 2040 and longer. These bonds are very interest rate sensitive and performed well in the quarter as 
yields declined. The underweight to Mortgage-backed securities benefitted performance as supply concerns around 
the Fed’s quantitative tightening and bank failures caused spreads to widen. The primary detractor to relative 
performance was selection and allocation within government-related assets. During the quarter, selection within 

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

Inception 

NEI Global Sustainable Balanced Fund I 6.59 15.62 6.59 2.32 9.05 5.64 4.89 N/A 

NEI Global Sustainable Balanced Fund A 6.02 14.38 6.02 0.13 6.77 3.35 2.55 N/A 

NEI Global Sustainable Balanced Fund F 6.31 15.02 6.31 1.25 8.03 4.53 3.77 N/A 

Benchmark 1: 60% MSCI ACWI NR Index 

(C$) and 40% Bloomberg Barclays U.S. 
Aggregate Index (C$ hedged)  

5.41 11.41 5.41 -1.88 6.97 4.91 5.43 N/A 
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Government Related securities and corporate bonds were negative contributors. Whilst Government Related 
securities had a positive total return, they failed to keep pace with the index due to their lower duration.  

During the quarter, the sub-advisor continued to position the Fund with an overweight to credit sectors. As a Core 
Plus Fund, there is a structural overweight to corporate bonds and ABS. The sub-advisor took advantage of the 
volatility in the quarter to add both investment grade and high yield securities that they feel represent good relative 
value. 

On the equity side, the Fund’s structural overweight to Industrials also positively contributed to returns during the 
period. Resilient and growing end-market demand, as well as margin expansion stemming from abating supply 
chain headwinds, led to outperformance from Industrial Energy Efficiency and Building Energy Efficiency holdings. 

Ansys (Efficient IT, US) outperformed during the period following impressive Q4 results indicating strong demand 
across all regions and industries, especially within automotive and semiconductor end-markets. Despite 
macroeconomic weakness, the company raised revenue guidance and should continue to benefit from subscription 
growth as recurring revenue becomes an increasingly higher percentage of their overall business. Ansys has 
rebound strongly to start 2023, after being one of the most significant detractors in 2022 given the broader market 
rotation from growth and quality into value, as well as rising rate and recession concerns, which created weakness 
for the software sector. 

Pentair (Water Treatment, US) advanced during the period, following a challenging 2022 in which concerns around 
slowing US residential activity caused the share price to decline. During the first quarter, Pentair was boosted by a 
favourable Q4 earnings announcement with full year EPS coming in above consensus expectations. While top line 
headwinds will likely persist in 2023, cost cutting measures should lead to margin expansion. Management also 
raised long-term margin guidance, anticipating contributions from their three core segments: Water Solutions, Pool, 
and Industrial Flow Control. 

Schneider Electric (Smart & Efficient Grids, France) outperformed during the quarter, boosted by very strong Q4 
results with easing supply chain constraints and volume & pricing growth across energy management and industrial 
automation as well as data centres. 

Agilent Technologies (Environmental Testing & Monitoring, US) reported solid quarterly results, with revenue and 
EPS exceeding expectations. Ex-US growth, specifically in China came in above expectations as well, which is 
notable given the challenging conditions in that market. However, conservative guidance with slowing instrument 
sales in the second half of 2023 caused the name to underperform during the quarter. 

Waters Corp (Environmental Testing & Monitoring, US) sold off during the period given concerns around near-term 
end market demand for 2023. As the leading supplier of liquid chromatography equipment and services with strong 
competitive advantages, the outlook for market growth in the biopharma space remains strong, despite the short-
term price weakness. 

Westrock (Food Safety & Packaging, US) declined during the quarter, as the economic downturn in the 
containerboard industry with pricing and demand near cyclical troughs has caused a de-rating in share price. 

Outlook 

The sub-advisor is monitoring the near-term outlook as a battle between Fed policy vs Bank Stress. Fed policy 
would appear to lean toward a continued rate hike and the Feds recent DOT plot implied one more rate increase 
and no rate cuts this year. 

However, that view is at odds with the market which anticipates further rate cuts this year considering the banking 
sector turmoil. At the time of writing, Fed Funds futures is pricing in a 50% chance of one more hike and at least two 
cuts this year, evidently there is a large gap between the Fed and the market. 
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As we get closer to the end of the Fed rate hikes, the sub-advisor has been modestly taking advantage of weakness 
to increase the credit exposure. The Fund has been defensively positioned and has performed well over the last 
year. While they think there will be continued economic weakening, the approaching end of the Fed’s tightening 
cycle should provide some relief to debt markets. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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

