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Performance 
The Fund (Series I) performed in line with its benchmark over the quarter.  

Canadian front-end rates remained volatile over the quarter, as global banking stress led to a flight-to-quality rally 
that saw market participants aggressively price rate cuts throughout 2023. At the peak of the crisis, investors priced 
interest rate cuts as soon as the Bank of Canada’s (BoC) upcoming April meeting. While sentiment has since 
improved, clearly market participants remain skeptical of the BoC’s ability to keep its overnight rate at current levels. 
Front-end interest rates have increased modestly from their recent lows but short-dated swap markets continue to 
price steady interest rate cuts throughout the year, with approximately 35 basis points (bps) of cuts priced for the 
remainder of 2023. 

The volatility in the front end led to some extreme swings in the 3-month 12-month treasury bill curve. With the BoC 
communicating to markets that rate hikes are on pause, the curve flattened for most of the first half of the quarter. 
As rate hike expectations continued to mount south of the border, Canada was dragged along higher and the curve 
steepened again as market participants pencilled in modest potential rate hikes later in the year. However, as the 
global banking crisis started to unfold, a strong rally in longer-dated treasury bills flattened the curve again and the 
3-month 12-month curve inverted by nearly 40 bps. The curve has since normalized as confidence returned to 
markets and the 3-month 12-month treasury curve ended the quarter close to flat. 

Despite the turmoil in global markets, credit in Canada remained resilient. CDOR remained in check, oscillating 
between a high of 5.0725% and a low of 4.9825%. Credit spreads also remained largely in check, with only modest 
spread widening observed for both BAs and provincial treasury bills across the 2-month and 3-month term buckets. 
Shorter dated spreads widened to the tune of 12 bps for BAs and 14 bps for provincial treasury bills, but this 
widening can be attributed to the rally in shorter dated. 

Returns (%) 

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

benchmark returns for Series F is 1.22. 

Fund commentary 
Bank credit exposure remained towards the upper end of allowable limits with Bankers' Acceptance (BA) positions 
being concentrated primarily in the 2 to 3-month part of the curve. As the banking crisis unfolded, rates rallied late in 
the quarter and bank credit spreads gapped wider. In order to capture these enticing credit spreads, bank credit was 
added in the form of deposit notes, primarily in the 1 to 4-month term buckets. All-in rates were extremely attractive 
relative to BAs with limited duration risk.  

Credit exposure was concentrated primarily in the 0–3-month segment of the curve via commercial paper (CP). The 
overall weighting of government securities increased steadily throughout the quarter. Provincial government exposure 
remained concentrated in the 2 to 3-month term bucket, while Government of Canada exposure was maintained 
primarily in the 6-month part of the curve. 

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

Inception 

NEI Money Market Series Fund I 1.09 2.01 1.09 2.91 1.35 1.63 1.40  

NEI Money Market Series Fund A 0.91 1.64 0.91 2.15 0.79 0.94 0.66  

NEI Money Market Series Fund F 0.91 1.64 0.91 2.16 0.80 0.95  0.88 

Benchmark 1: FTSE Canada 60 Day 
Treasury Bill Index 

1.08 2.02 1.08 2.75 1.03 1.28 1.01  
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Canadian front-end rates remained volatile over the quarter as global banking stress led to a flight to quality rally 
which saw market participants aggressively price rate cuts throughout 2023. While credit spreads remained in check 
for the most part, modest spread widening was observed for both BAs and provincial treasury bills across the 2-
month and 3-month term buckets. Shorter dated maturities witnessed the bulk of the widening. Product scarcity 
remained a dominant theme in the CP space as issuers retired maturing paper. CP credit spreads remained tight, 
with the shortest maturities offered at roughly the same yield as BAs.   

Outlook 

To capture the steepness of the BA curve, shorter‑dated maturities were constantly rolled into the 2 to 3-month term 
buckets and, at times, the 6-month bucket. With looming recession fears, high consumer debt levels and ongoing 
uncertainty regarding the global banking sector, market participants are pricing in approximately 35 bps of rate cuts 
throughout the remainder of the year. With the risk of investors reversing this stance and interest rates trending 
higher again, duration was kept close to home. Following the turmoil witnessed in banking sector, short-dated 
deposit notes were added at attractive all-in levels. Credit exposure remained focused in the shorter end as the sub-
advisor remains mindful of the higher credit risk associated with longer-dated exposures. Going forward, any 
increase in government rates above the sub-advisor’s interest rate scenario will result in a prudent increase in the 
maturity of assets held.  

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 performance data provided assumes reinvestment of distributions only and does not take into account sales, 
redemption, distribution or optional charges or income taxes payable by any securityholder that would have reduced returns. Mutual fund securities 
are not covered by the Canada Deposit Insurance Corporation or by any other government deposit insurer. There can be no assurances that the 
fund will be able to maintain its net asset value per security at a constant amount or that the full amount of your investment in the fund will be 
returned to you. 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

