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Market Review   ______________________________________________________________ 

Canadian bond yields ended the quarter higher following a late quarter surge in near-term inflation 
expectations, driven in part by rising energy prices amid heightened tensions in the Middle East and 
concerns around the potential disruptions to the Strait of Hormuz. As a result, the yield curve flattened, 
as front-end (short-term) yields moved higher alongside a shift toward more hawkish policy 
expectations. Credit spreads on Canadian investment-grade corporate bonds also widened modestly 
over the period, reflecting higher credit risk premiums amid rising interest rates, elevated macro 
uncertainty, and new-issue concessions in the primary market. 
 
In Canada, the macroeconomic backdrop softened over the quarter, with the economy shedding more 
than 100,000 jobs early in the year, led by weakness in the trade services sector. Fourth-quarter real 
GDP data released at the end of February showed output contracting by 0.6%, driven largely by a 
drawdown in business inventories. By contrast, business conditions in the manufacturing sector 
showed improved in January and February, reflecting an uptick in employment and stable production 
levels. The Bank of Canada (BoC) held its policy rate unchanged during the quarter, pointing to weaker 
economic activity, elevated uncertainty, downside risks to growth, and increased inflation risks 
stemming from higher energy prices as justification for maintaining its current policy stance. 
 
In the U.S., the Federal Reserve held the federal funds rate unchanged at 3.75%, citing still elevated 
inflation and heightened economic uncertainty, including recent developments in the Middle East, as 
factors supporting a pause in policy adjustments. Globally, monetary policy paths diverged over the 
quarter: The Bank of England, the Bank of Japan, and the European Central Bank left policy rates 
unchanged, while the Reserve Bank of Australia (RBA) raised its policy rate by 25 basis points. The 
RBA cited ongoing capacity pressures driven by household spending and investment, persistent 
inflation, and continued tightness in the labour market. 
 
Domestically, the broader fixed income market remained narrowly positive, with the FTSE Canada 
Universe Bond Index up +0.23%. The mid-term segment (FTSE Canada Mid-Term Overall Bond Index; 
+0.40%) outperformed both the short-term (FTSE Canada Short-Term Overall Bond Index; +0.26%) 
and long-term (FTSE Canada Long-Term Overall Bond Index; -0.03%) segments. Corporate bonds 
(FTSE Canada All Corporate Bond Index; +0.14%) underperformed government bonds (FTSE Canada 
All Government Bond Index; +0.26%). 
 
The USD/CAD exchange rate strengthened from 1.3724 to 1.3916 over the quarter as long-term 
interest rate differentials between the U.S. and Canada widened. The move was also consistent with 
broader U.S. dollar strength amid evolving policy expectations across the G7 and periods of heightened 
geopolitical risk. 
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10-YEAR TREASURY YIELDS 
 

COUNTRY    END OF Q1 2026 
QTD 

CHANGE (BPS) 
1 YEAR 

CHANGE (BPS) 

Canada 3.47% 4 51 

US 4.32% 15 11 

Germany 3.00% 15 27 

UK 4.92% 44 24 

Japan 2.35% 29 86 
Source: Guardian Capital, Bloomberg. As of March 31, 2026. 100 bps is equal to 1.0%.  

Performance Attribution and Positioning   ________________________________________ 

The Guardian Short Duration Bond Fund (the “Fund”) performed in line with its benchmark, the FTSE 
Canada Short Term Overall Bond Index, in the first quarter of 2026. This performance was primarily 
driven by credit spreads.  
 
From a performance attribution perspective, the Fund’s relative overweight positioning and credit 
selection within the Energy sector were the most significant contributors to relative returns. In terms of 
excess total returns, the outperformance was led by integrated producers and pipeline issuers as oil 
prices surged and credit spreads remained broadly flat to modestly tighter, in contrast to widening 
spreads across much of the broader investment-grade universe. In addition, the Fund’s credit selection 
within the Real Estate sector (REITs) also contributed positively to returns during the period, supported 
by stable cash flows, limited near-term financing requirements and lower credit spread beta – which 
helped contain relative spread widening during a period of rate-driven repricing. 
  
During the quarter, the Fund actively realized gains on select bail-in bank holdings and redeployed 
excess capital toward various segments of the Energy value chain as well as REITs and 
Telecommunications. As a result, the Fund reduced its relative spread exposure to the Financials sector 
and remains more concentrated in the Energy and Real Estate sectors. 
 
The Fund’s holdings are of comparable credit quality to the benchmark but offer higher yield carry. The 
Manager continues to actively seek attractive opportunities to enhance portfolio structure and relative 
total returns. 
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Outlook   ___________________________________________________________________ 

Markets are reassessing downside risks to growth and the potential for demand destruction should 
prolonged disruptions to the Strait of Hormuz keep energy prices elevated. While the near-term 
response in rates has been characterized by higher yields, the level and shape of the yield curve over 
the medium-term will depend on how central banks balance inflationary pressure from the energy 
shock, against the risk of softer growth. 
 
Yield curve relationships largely remain anchored near historical norms, while the resilience of credit 
markets, despite equity market volatility, suggests that uncertainty has been absorbed rather than 
feared, largely supported by still attractive all-in yields and resilient credit fundamentals. In this 
environment, risk is being priced at the margins, not across the curve or capital structure. For fixed 
income investors, this continues to favour carry, diversification, and portfolio discipline over event-
driven positioning. 
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Values are reported in CAD, unless stated otherwise. 
 
This commentary is for general informational purposes only and does not constitute investment, financial, legal, accounting or tax 
advice or a recommendation to buy, sell or hold a security or be considered an offer or solicitation to deal in any product or security 
mentioned herein. It is only intended for the audience to whom it has been distributed and may not be reproduced or redistributed 
without the consent of Guardian Capital LP. This information is not intended for distribution into any jurisdiction where such 
distribution is restricted by law or regulation. 
 
Please read the prospectus, Fund Facts or ETF Facts before investing. Important information, including a summary of the risks, about each 
Fund is contained in its respective offering documents.  Commissions, trailing commissions, management fees and expenses all may be 
associated with investments in mutual funds and exchange traded fund (ETF) investments. You will usually pay brokerage fees to your dealer 
if you purchase or sell units of an ETF on a stock exchange. If the units are purchased or sold on the stock exchange, investors may pay 
more than the current net asset value when buying units of the ETF and may receive less than the current net asset value when selling them. 
Mutual funds and ETFs are not guaranteed, their values change frequently and past performance may not be repeated. 
 
There can be no assurance that the Fund’s portfolio will continue to hold the same position in companies referenced here, and the portfolio 
may change any position at any time. The securities discussed may not represent the Fund’s entire portfolio and in the aggregate may 
represent only a small percentage of portfolio holdings. It should not be assumed that any of the securities discussed were or will prove to 
be profitable, or that the investment recommendations or decisions we make in the future will be profitable, or will equal the investment 
performance of the securities discussed.  
 
The opinions expressed are as of the published date and are subject to change without notice. Assumptions, opinions and estimates are 
provided for illustrative purposes only and are subject to significant limitations. Reliance upon this information is at the sole discretion of the 
reader. This document includes information and commentary concerning financial markets that was developed at a particular point in time. 
This information is subject to change at any time, without notice, and without update. This commentary may also include forward-looking 
statements concerning anticipated results, circumstances, and expectations regarding future events. Forward-looking statements require 
assumptions to be made and are, therefore, subject to inherent risks and uncertainties. There is significant risk that predictions and other 
forward-looking statements will not prove to be accurate. Investing involves risk. Equity markets are volatile and will increase and decrease 
in response to economic, political, regulatory and other developments. Investments in foreign securities involve certain risks that differ from 
the risks of investing in domestic securities. Adverse political, economic, social or other conditions in a foreign country may make the stocks 
of that country difficult or impossible to sell. It is more difficult to obtain reliable information about some foreign securities. The costs of 
investing in some foreign markets may be higher than investing in domestic markets. Investments in foreign securities also are subject to 
currency fluctuations.  The risks and potential rewards are usually greater for small companies and companies located in emerging markets. 
Bond markets and fixed-income securities are sensitive to interest rate movements. Inflation, credit and default risks are all associated with 
fixed income securities. Diversification may not protect against market risk and loss of principal may result. Certain information contained in 
this document has been obtained from external parties, which we believe to be reliable, however, we cannot guarantee its accuracy.  
 
 
Guardian Capital LP is the Manager of the Guardian Capital mutual funds. Guardian Capital LP manages portfolios for defined benefit and 
defined contribution pension plans, insurance companies, foundations, endowments and investment funds. Guardian Capital LP is an 
indirect, wholly owned subsidiary of  Desjardins Global Asset Management Inc., which is part of the Desjardins Group. For further information 
on Guardian Capital LP, please visit www.guardiancapital.com. All trademarks, registered and unregistered, are owned by Guardian Capital 
Group Limited and are used under license. © Guardian Capital LP 2026. All rights reserved. 
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