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Performance 

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

In Q1/2023, each month was driven by unique and wildly divergent narratives. In January, falling yields drove 
markets towards a strong risk-on posture, which led to low quality and high-beta stocks outperforming. However, 
risk sentiment changed rapidly in February, as concerns around inflation remaining stickier than expected and the 
Fed remaining hawkish for longer, began to take hold. In March, yields fell materially (before bouncing back 
partially) due to increased concerns about credit and liquidity risks stemming from negative developments at 
financial institutions such as Silicon Valley Bank, Signature Bank and Credit Suisse.  

On an asset class level, fixed income registered positive returns while equities also delivered strong gains over the 
quarter. Within fixed income, Global bonds and Corporate Credit underperformed broad Canadian bonds. High yield 
delivered positive returns, generally in line with the rest of the fixed income universe.  

Within equities, US and EAFE outperformed Canada and EM. From a style standpoint, Growth outperformed Value. 
From a sector standpoint, more Growth oriented segments such as Information Technology and Consumer 
Discretionary outperformed while Energy and Financials lagged.  

The US Dollar Index was volatile over the quarter and ended marginally lower.    

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. The NEI Global Growth Fund is an underlying fund in NEI Growth and Income Fund. 

Fund commentary 

In Canadian equity, the largest contributor to performance during Q4 was the Fund’s investment in GFL 

Environmental. The waste management services company announced positive developments during the period, 

specifically the company plans to divest non-core assets at attractive prices (for the seller) while accelerating its debt 

reduction plan. The company remains on track to grow free cash flow thanks to internal projects which are reflected 

in the stock price. Other positive contributors included Colliers International, Meta Platforms, Blackstone and 

FirstService. The largest detractor of performance during the reporting period was the Fund’s holding in Cigna Group. 

While the health insurer and pharmacy benefit manager (PBM) continues to execute well, fears of legislation caused 

a selloff in the shares. The potential reform involves Cigna’s PBM operation and may impact the division’s pricing 

and margin. At worst the impact risk is less than 10% of cash flow, however, over time the majority of this impact will 

be mitigated. Other detractors during the reporting period included TD Bank, ADT and CI Financial. 

 

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

Inception 

NEI Growth and Income Fund I 4.18 8.93 4.18 -5.12 9.26 3.63 7.12 N/A 

NEI Growth and Income Fund A 3.49 7.46 3.49 -7.67 6.32 0.83 4.24 N/A 

NEI Growth and Income Fund F 3.82 8.16 3.82 -6.45 7.76 2.17 5.57 N/A 

Benchmark 1: 25% FTSE Canada Universe 

Bond Index, 55% S&P/TSX Composite TR 
Index and 20% MSCI World NR Index (C$) 
 

4.85 10.06 4.85 -3.08 12.26 7.05 7.32 N/A 
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In Global equities, the main drivers of relative performance in the dividend sleeve 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.  
 
In the Core Global Equity sleeve, 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.  
 
In the more high-growth global equity sleeve: 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 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. 

In Canadian bonds, the steepening in the yield curve occurred in March as the banking crisis unfolded in the US and 

Europe. The Fund has transitioned from a barbell structure to a bullet structure (concentrated on the 5-, 7- and 10-

year segment of the yield curve) in the past few quarters as the curve flattened. The Fund’s overweight positioning 

in 7- to 10-year nodes performed better, duration-adjusted, relative to shorter tenors. Mid-term yields fell the most 

during the quarter compared to longer-term yields, which benefitted Fund’s bullet structure. 

Credit spreads tightened significantly in the first quarter amid an overall risk-on sentiment. However, by the end of 

the first quarter spreads widened and ended the quarter unchanged as a banking crisis unfolded in the US and 

Europe. Canadian investment grade spreads are still wide relative to history suggesting that there already is a 

reasonable amount of risk premium priced in, even more so now with the widening seen during the US/EU liquidity 

crisis in March.  

Over the course of the last 12 months, the sub-advisor added to the credit risk positioning by increasing the 

contribution to duration and duration times spread. Within corporates, shorter-term financial spreads widened by a 

significantly greater extent relative to other comparable term sectors. The sub-advisor increased exposure to credit 

by moving down the capital structure of major Canadian financial institutions to take advantage of widening spread 

relationships within these corporate entities. The overweight positioning in the corporate sector contributed positively 
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to Fund performance as higher beta issues outperformed lower beta issues in the last three months.  

The Fund is underweight in the Provincial sector, which detracted from relative performance as Provincial bonds 

outperformed Federal, Corporate and the Overall index during the first quarter. Within Provincial sector, the Fund 

holds an underweight exposure to Province of Quebec issues, which proved to be the biggest detractor. Some of 

this underperformance was offset by the overweight position in Province of Ontario and British Columbia issues.     

Outlook 

The Canadian Bond sub-advisor believes we are starting to see the impact of one of the most aggressive hiking 
cycles in decades on the latest inflation data. While pricing pressures are broadly easing, core prices remain stick 
and it remains critical to determine how much of this is driven via demand vs supply. The sub-advisor expects BoC 
to remain on hold through the end of the year as its focus shifts to a potential for economic contraction in the second 
half of the year. 

While the Canadian Equity sub-advisor cannot predict the future, and therefore, does not make forecasts of the 
economy or the equity markets when making investment decisions, they remain very confident that the companies 
held within the Fund will produce satisfactory returns. Their Fund holds businesses run by intelligent management 
teams that are building long-term sustainable value and the gap between the business value held by Fund and their 
current stock prices is extremely wide. This large gap, combined with the continued growth in the underlying business 
value, should help boost the Fund’s future returns. 

 

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

