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NBI Sustainable Canadian Short Term Bond ETF

This interim management report of fund performance contains financial highlights, but does not contain the complete interim financial statements of the ETF. You can get a copy of 
the interim financial statements of the ETF at your request, and at no cost, by calling 1-866-603-3601, by emailing us at investments@nbc.ca, by visiting our website at 
www.nbinvestments.ca, by visiting SEDAR’s website at www.sedar.com, or by contacting your advisor. You may also contact us using one of these methods to request a copy of 
the ETF’s proxy voting policies and procedures, proxy voting disclosure record, or quarterly portfolio disclosure.

Notes on forward-looking statements
This report may contain forward-looking statements concerning the ETF, its future performance, its strategies or prospects or about future events or circumstances. Such forward-
looking statements include, among others, statements with respect to our beliefs, plans, expectations, estimates and intentions. The use of the expressions "foresee", "intend", 
"anticipate", "estimate", "assume", "believe" and "expect" and other similar terms and expressions indicate forward-looking statements.

By their very nature, forward-looking statements imply the use of assumptions and necessarily involve inherent risks and uncertainties. Consequently, there is a significant risk 
that the explicit or implicit forecasts contained in these forward-looking statements might not materialize or that they may not prove to be accurate in the future. A number of 
factors could cause future results, conditions or events to differ materially from the objectives, expectations, estimates or intentions expressed in such forward-looking 
statements. Such differences might be caused by several factors, including changes in Canadian and worldwide economic and financial conditions (in particular interest and 
exchange rates and the prices of other financial instruments), market trends, new regulatory provisions, competition, changes in technology and the potential impact of conflicts 
and other international events.

The foregoing list of factors is not exhaustive. Before making any investment decision, investors and others relying on our forward-looking statements should carefully consider 
the foregoing factors and other factors. We caution readers not to rely unduly on these forward-looking statements. We assume no obligation to update forward-looking 
statements in the light of new information, future events or other circumstances unless applicable legislation so provides.
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Management Discussion of Fund Performance
Investment Objective and Strategies
The NBI Sustainable Canadian Short Term Bond ETF's investment 
objective is to provide a steady flow of income with an emphasis on 
capital preservation while focusing on debt instruments designed to 
raise funds that promote a positive environmental and/or social impact 
and/or contribute to sustainable development. It invests, directly or 
indirectly through investments in securities of other mutual funds, in a 
portfolio comprised primarily of high quality Canadian corporate fixed-
income securities with relatively shorter terms to maturity. It may also 
invest in short-term fixed income securities issued by federal, 
provincial or municipal governments in Canada.

When selecting securities, the Portfolio Sub-Advisor uses a bottom-up 
approach. It selects issuers based on fundamental analysis. The 
Portfolio Sub-Advisor also carries out a credit and an ESG analysis on 
each security. The Portfolio Sub-Advisor also carries out a credit 
analysis on each security which is combined to the ESG analysis 
described in the previous paragraph to determine the security’s 
weighting in the portfolio. ESG issues are assessed using relevant 
indicators that vary from one sector to another (in accordance with the 
relevant ESG issues of the sector). This analysis could include elements 
such as energy efficiency, greenhouse gas emissions, water 
management, waste management, human capital, diversity and 
inclusion, health and safety, board composition, compensation and 
financial governance among other issues.

Risks
The global investment risk of the ETF remains as described in the 
simplified prospectus or any amendments thereto and ETF Facts.

Results of Operations
The NBI Sustainable Canadian Short Term Bond ETF was launched on 
February 10, 2022, and the ETF’s net asset value was $56.30 million as 
at June 30, 2022. Investment performance is not provided for an ETF 
that has been available for less than one year.

The first half of 2022 has been particularly challenging for markets. 
Faced with steadily accelerating inflation, North American central 
banks put forward a series of significant key rate hikes and even 
contemplated bringing their monetary policy into restrictive territory.

On the fixed income front, bonds were not spared, despite heightened 
risk aversion, as the sharp rise in interest rates led to unusually high 
losses in this asset class.

This generalized increase in rates was, however, more pronounced at 
the short end of the curve, as the market anticipated larger increases in 
the policy rate by central banks.

The uncertainties caused by the war in Ukraine, the additional 
disruptions to supply chains, and the magnitude of inflationary 
pressures this creates are all good reasons for the widespread 
widening of credit spreads in the first quarter of 2022.

In addition to the inflationary factors, fears of a recession are now 
brought on by central bank rate hikes. These issues explain why credit 
spreads continued to widen in the second quarter.

Despite this environment, the Fund slightly outperformed its 
benchmark for the period. The shorter duration of the Fund compared 
to the index accounted for all the relative performance. Curve 
positioning was also positive, as the Fund was underweighted at the 
long end of the curve, and that section experienced the most 
pronounced increase. Securities selection also had a beneficial effect.

Conversely, overexposure to the provincial and corporate sectors 
detracted from the value of the portfolio as credit spreads widened. In 
addition, the portfolio excludes the fossil fuel industry, as the strength 
of this industry due to the surge in oil and natural gas prices detracted 
from relative performance.

The portfolio maintains a shorter duration than the benchmark, 
resulting in underweight to the 5-year term bonds and overweight to 
those in the 2-year sector of the curve.

The Fund will always be overexposed to corporate bonds, given the 
characteristics of the benchmark. There has been no material change in 
this area since the launch of the Fund.

Recent Developments
With the sharp rise in interest rates throughout the first half of the year, 
the portfolio manager reduced the short-duration position relative to 
the index. The corporate credit exposure increased slightly in the first 
quarter and then decreased at the end of the six-month period.

With inflation out of control, the Bank of Canada, the Federal Reserve, 
and the Bank of England began tightening their monetary policies. 
Central bank balance sheet reduction is also on the agenda for the 
second half of the year.

Recognizing that monetary policy has little effect in correcting the 
supply shocks we see today, central banks can only bring down 
demand so that it no longer outstrips the supply side.

Since they have been slow to normalize funding costs, central banks 
will have to raise rates higher and faster to fight inflationary pressures. 
This accelerated adjustment means that the economic effect of the rate 
hikes is likely to cause a recession within a year. Inflation is public 
enemy number one and the banks have indicated that they will deploy 
every tool at their disposal to ensure that it is kept under control.

In this environment of sharply rising yield curve rates and the risk of a 
recession next year, the Fund manager reduced the short-duration 
strategy of the portfolio has been reduced and may be further reduced 
soon.

In addition, an economic contraction means that companies will be 
navigating rough waters, which could lead to further widening of credit 
spreads. This could create opportunities to increase the weighting of 
provincial and corporate issuers.

The fund's objective is to invest in sustainable bonds whose purpose is 
to finance projects with a positive environmental or social impact. As 
the mandate is 100% in short-term corporate bonds, better-in-class 
issuers managing ESG, or climate issues are also permitted. Year-to-
date, there have been no controversies within the portfolio entities and 
the funds raised by all bonds have been put to good use.

The fund also aims to invest in sustainable bonds whose purpose is to 
finance projects with a positive environmental or social impact. As the 
mandate is 100% in short-term corporate bonds, better-in-class issuers 
managing ESG, or climate issues are also permitted. In the second 
quarter of 2022, we purchased two impact bonds, the Province of 
Ontario Green Bond, and the Canadian telecommunications giant Bell 
Canada Sustainable Bond.

The fund manager is targeting a carbon intensity well below that of the 
benchmark. As of June 30, 2022, the carbon intensity of the corporate 
bond portfolio was 3.1 tons of CO2 equivalent per million dollars 
invested. This is 90% below the benchmark. The ETF also aims to 
contribute to the United Nations Sustainable Development Goals 
(SDGs) and as of the same date, the bonds in the portfolio were 
contributing positively to 13 of the 17 SDGs.

On April 30, 2022, the ETF’s independent review committee (the “IRC”) 
was reduced to three members when Robert Martin resigned as IRC 
member. On May 1, 2022, the Fund’s IRC was increased to four 
members when Line Deslandes was appointed as IRC member.

Related Party Transactions
National Bank Investments Inc. (the "manager") is the manager and 
promoter of the ETF. Accordingly, it is entitled to receive, in exchange 
for the services that it provides to the ETF, management fees paid to it 
by the ETF (see "Management Fees" below).
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From time to time, the manager may, on behalf of the ETF, carry out 
transactions or sign agreements to involve certain persons or 
companies related to it, to the extent that these transactions or 
agreements are, in its opinion, in the interest of the ETF. The 
description of the transactions or agreements between the ETF and a 
related party is provided in this section.

Members of the manager's group may earn fees or spreads in 
connection with services provided to, or transactions with, the NBI ETF, 
including in connection with brokerage and derivatives transactions.

Trustee
The manager has retained the services of Natcan Trust Company to 
serve as trustee for the ETF and has retained the services of National 
Bank Trust to serve as portfolio manager.

Designated Broker
The manager has signed an agreement with National Bank Financial 
Inc. ("NBF"), a company affiliated with NBI, under which NBF will serve 
as a designated broker for the ETF. The designated broker agreement 
signed with NBF is in keeping with market conditions.

Management Fees
Since the present Interim Management Report of Fund Performance is 
the first interim report submitted for this ETF, the NI 81-106 does not 
require this information to be reported. The ETF's units were available 
since February 10, 2022.

Past Performance
Since the present Interim Management Report of Fund Performance is 
the first interim report submitted for this ETF, the NI 81-106 does not 
require the presentation of past performance. The ETF's units were 
available since February 10, 2022.
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Financial Highlights
Since the present Interim Management Report of Fund Performance is the first interim report submitted for this ETF, the NI 81-106 does not require the 
presentation of financial highlights. The Fund's units were available since February 10, 2022.

Summary of Investment Portfolio
As of June 30, 2022

Portfolio Top Holdings
% of Net 

Asset Value
Scotiabank, 2.38%, due January 5, 2023 4.2
Sun Life Financial Inc., Floating, due August 13, 2029 4.2
National Bank of Canada, 1.53%, due June 15, 2026 4.0
Toronto-Dominion Bank, 2.85%, due August 3, 2024 3.5
Lower Mattagami Energy LP, 3.42%, due June 20, 2024 3.5
Province of Ontario, 2.65%, due May 2, 2025 3.5
Hydro One Inc., 2.77%, due February 24, 2026 3.4
Canadian Imperial Bank of Commerce, 2.00%, 
due April 17, 2025 3.3
Royal Bank of Canada, 3.30%, due September 26, 2023 3.2
Toronto-Dominion Bank, 1.94%, due March 13, 2025 3.2
BCI QuadReal Realty, 1.06%, due December 3, 2024 3.2
Bank of Montreal, 1.76%, due October 3, 2026 3.1
Ivanhoe Cambridge II Inc., 2.30%, due December 12, 2024 3.1
Choice Properties Reit, 2.46%, due November 30, 2026 2.6
OMERS Finance Trust Realty Corporation, 2.86%, 
due February 23, 2024 2.6
Manulife Financial Corp., Floating, due September 5, 2028 2.6
Bell Canada, 2.70%, due February 27, 2024 2.5
Fédération des caisses Desjardins, 1.59%, 
due September 10, 2026 2.5
Allied Properties Real Estate Investment Trust, 1.73%, 
due December 2, 2026 2.4
Intact Financial Corp., 3.69%, due March 24, 2025 2.4
TELUS Corp., 3.35%, due January 4, 2024 2.2
Wells Fargo & Co., 3.87%, due May 21, 2025 2.1
Royal Bank of Canada, 2.33%, due January 28, 2027 1.9
iA Financial Corp Inc., Floating, due June 30, 2082 1.8
Fairfax Financial Holdings Ltd., 4.70%, 
due December 16, 2026 1.7

72.7

Net asset value $56,300,981

Asset Mix
% of Net 

Asset Value
Corporate Bonds 88.8
Provincial Bonds 3.5
Municipal Bonds 3.5
US Bonds 2.1
Foreign Bonds 1.3
Cash, Money Market and Other Net Assets 0.8

Term Allocation
% of Net 

Asset Value
Under one year 8.3
From 1 year to 5 years 74.3
From 5 years to 10 years 11.0
More than 10 years 6.4

100.0

The above table shows the top 25 positions held by the ETF. In the case of an ETF with fewer than 25 positions, all positions are indicated.

The Summary of Investment Portfolio may change due to ongoing portfolio transactions of the ETF. A quarterly update is available. Please consult our 
Web site at www.nbinvestments.ca.




