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Performance 

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

The S&P 500 rose during the quarter. At the beginning of the year, inflation and interest rates appeared to be falling 
faster than expected, without tipping the world economy into recession, reviving stocks. 

Returns (%) 

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

Fund commentary 

The Fund rose in absolute terms but underperformed the S&P 500 for the quarter. During the quarter, stock 
selection detracted from relative returns, while sector selection contributed. Stock selection within technology 
detracted, while selection in financials contributed. An underweight to consumer discretionary detracted, while an 
overweight to technology contributed. 

Cybersecurity company Gen Digital (formerly known as NortonLifeLock) underperformed after reporting 3Q:22 
earnings. Weaker e-commerce activity and PC/mobile trends continued to negatively impact the company, as 
sequential net customer adds were negative again. The Fund’s underweight to Apple detracted during the quarter, 
as the stock rebounded after pulling back in 2022. 

Semiconductor company Broadcom outperformed on heightened expectations for its chips used to power AI 
systems for OpenAI’s ChatGPT. The computational intensity required for new AI applications is causing customers 
to look for improved ethernet switching. Shares of Fortinet rallied after the software company reported better-than-
expected 4Q:22 earnings, beating on billings and EPS, and guided for 21% growth in billings for 2023, ahead of 
consensus. 

Fund changes during the quarter focused on adding to quality companies at more attractive valuations in the face of 
high inflation and interest rates, positioning in companies with resilient earnings in an economic slowdown, 
improving valuation by taking profits in defensive companies. First, the sub-advisor added to quality names with 
pricing power and consistent cash generation in the face of rising inflation and slowing growth. Second, they 
reduced exposure to the risk of company earnings downgrades, while adding to defensives. The sub-advisor 
reduced exposure in semiconductors, which rallied during the quarter, as well as in select financials. Third, they 
reduced the weights in defensive companies with greater price risks (i.e., expensive valuations), following 
outperformance in 2022. 

Outlook 

By quarter end, a financial system meltdown appears to have been averted—for now—by rapid regulatory action, 
including implicit deposit guarantees and bank securities lending programs to ensure adequate liquidity. 
Policymakers seem optimistic that their measures to guarantee deposits will prevent a systemic crisis, and the sub-
advisor generally agrees, that the global financial system is better capitalized. In the benign scenario, the bank 

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

Inception 

NEI US Equity RS Fund I 3.89 12.35 3.89 5.19 15.43 12.61 13.72 N/A 

NEI US Equity RS Fund A 3.31 11.09 3.31 2.83 12.84 10.07 11.06 N/A 

NEI US Equity RS Fund F 3.61 11.74 3.61 4.03 14.17 11.30 12.30 N/A 

Benchmark 1: S&P 500 Index (C$) 7.37 13.88 7.37 -0.02 16.63 12.27 15.51 N/A 
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stress will pass but the tightening of credit conditions will remain, helping to do some of the Fed’s work for it and 
reducing the need for additional tightening. However, taken together, the trifecta of strong growth, a tight labour 
market and higher-for-longer inflation would argue for a continuation of the Fed’s tightening campaign, all else being 
equal. 

The sub-advisor’s expectation of a sustained period of below-trend growth, driven by some combination of tight 
monetary policy and banking sector distress, argues for caution. But unless the banking turmoil spirals out of 
control, the sub-advisor expects only a mild recession in most regions and a considerably brighter outlook toward 
year end. For investors, this argues for caution, not panic. The sub-advisor expects growth near 0% for the rest of 
2023 in the US, alongside a gradual weakening of labour markets that will combine to bring inflation closer to target 
this year and pave the way for full convergence in 2024. 

The sub-advisor expects market volatility to be with us for the next several months at least. So how can investors 
identify stocks with the potential to weather bouts of market volatility? They believe that a disciplined approach to 
buying high-quality, stable companies at the right price provides investors with multiple ways to mitigate risk while 
still participating in market gains. 

 

 

 

 

 

 

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

