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Market Overview ____________________________________________________________ 
 

The first quarter of 2026 marked a shift from a supportive, risk-on environment toward greater caution as macro 

uncertainty intensified. The MSCI World Index declined -1.8%, driven largely by escalating geopolitical tensions late 

in the period. The quarter’s inflection point came in late February following U.S. and Israeli strikes on Iran and 

subsequent disruptions to energy supply routes, which triggered a sharp rise in oil prices and reignited global 

inflation concerns, weighing on risk appetite across regions. 

Investor sentiment softened through January and February amid growing concerns around artificial intelligence 

disruption, rising capital intensity among large technology firms, and emerging stress in private credit markets. 

These themes led to valuation compression in growth-oriented segments of global equities after a strong prior year, 

as investors reassessed the durability of earnings and return profiles. The late-quarter energy shock compounded 

these pressures by challenging assumptions around inflation, monetary policy flexibility, and global growth. 

Style leadership shifted meaningfully during the quarter. Value strongly outperformed growth as investors rotated 

away from highly valued, concentrated leadership toward more broadly positioned areas of the market. Momentum 

and high-beta exposures lagged amid heightened volatility and reduced tolerance for valuation risk. 

Regional performance reflected differing macro sensitivities. European equities initially benefited from fiscal 

optimism but retraced sharply as higher energy prices exposed structural vulnerabilities. Japan outperformed, 

supported by currency weakness and expectations for fiscal stimulus, while emerging markets showed relative 

resilience despite late-quarter pressure tied to energy import exposure in parts of Asia. 

Despite the volatility, underlying economic conditions remained broadly stable. Consumer spending proved resilient, 

manufacturing indicators showed signs of improvement, and earnings expectations for the year remained intact 

heading into reporting season. However, the escalation of geopolitical risk and the resurgence of energy-driven 

inflation have increased uncertainty around the growth and policy outlook. With dispersion rising and leadership 

broadening, the quarter underscored the importance of regional and style diversification as the cycle continues to 

mature. 

Performance Attribution ______________________________________________________ 
 

The Guardian Directed Premium Yield Portfolio (the “Fund”) underperformed its benchmark, the MSCI World Index 
(net, CAD), in the first quarter.  Option premiums earned from the covered calls amounted to 1.73% and the upside 
forfeited was -1.9% detracting 0.15% over the quarter. The Fund’s high-quality bias and balance between secular 
growth and lower economic sensitivity led to a lag in performance versus the high beta, momentum driven market 
this quarter.  
 
Below is a summary of the key contributors to the stock performance within the Fund: 
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The largest positive contributor to the returns of the Fund’s portfolio during Q1 2026, with shares rising 12.8%, was 
CME Group. CME is a global derivatives exchange and clearing house and is a beneficiary of elevated volatility 
and uncertainty. The company continues to report record average daily volume (ADV) for its international business 
and double-digit growth across its retail and institutional client base as strong demand remains for its risk-hedging 
products. CME continues to invest in growth initiatives and recent partnerships with FanDuel and DraftKings have 
deepened its links to retail-facing platforms. Management highlighted that the company’s proprietary data is needed 
for back testing trading strategies and providing liquidity and thus AI is an enhancement rather than a disruptor. 
Shares of Colgate-Palmolive finished the period 10.5% higher. Colgate-Palmolive is the global oral care market 
leader and also produces hygiene, home care and pet nutrition products. Recent results indicated a slow start in 
North America due to consumer uncertainty driving pantry destocking and more promotion-seeking but strong 
growth in emerging markets, particularly Mexico, Brazil and India. Market share gains in oral and pet nutrition were 
reported. The company also reported record cash conversion in 2025. Shares of Yum China rose 4.6% in Q1. Yum 
China is the largest restaurant company in China, operating iconic brands such as KFC, Pizza Hut, and Taco Bell, 
along with local concepts, and is known for its innovative digital and delivery capabilities. Yum China has faced a 
combination of headwinds including macro uncertainty and soft consumer demand. However, management 
highlighted early signs of improving consumer sentiment, reporting +3% same-store sales growth and +34% year-
on-year growth in delivery sales at the end of 2025. Management guided mid to high single digit sales growth, 
double-digit earnings-per-share growth and the opening of over 1k net new stores in 2026. RELX’s stocks ended 
10.2% higher in Q1. RELX is a global provider of information-based analytics and decision tools for professional 
and business customers. We initiated a position in February of this year. We believe that the business will benefit 
from increased demand for data and analytics. The company’s primary sustainable competitive advantage lies in 
the proprietary, difficult-to-replicate nature of its data assets, which serve as the foundation for its analytics and AI 
tools. Shares of Nestlé climbed 0.0% during Q1. Nestlé is one of the largest food and beverage companies in the 
world, with iconic brands such as Nescafé, Nespresso, San Pellegrino, Maggi, KitKat and Purina. The stock has 
been weighed down by a combination of slower-than-expected organic sales growth, margin compression from 
higher commodity and input costs and a series of leadership changes. However, there are signs of a turnaround 
with an improvement in Real Internal Growth (RIG) and expectations for strong growth for Nescafé.  

The largest detractor to returns over the quarter was EssilorLuxottica, with shares falling -26.6%. EssilorLuxottica 
is a global leader in the design, manufacture, and distribution of eyewear and ophthalmic lenses. After a very strong 
2025, shares have been under pressure year-to-date due to investor concerns about margin pressure from lower 
margin smart glasses and rising competitive risks from tech giants entering the smart glasses market. Despite these 
near-term headwinds, management remains confident in its dominant position in both lenses and frames and 
believes its unique distribution network is a core competitive advantage. Shares of Booking Holdings ended -
19.8% lower in Q1. Booking is a leading global online travel platform, connecting consumers with providers of travel 
services, including accommodation, car rental, flights, holiday packages, and cruises. Despite announcing strong 
revenue growth for 2025, the company’s share price is down due to concerns around weak consumer sentiment, 
geopolitical uncertainty and whether LLM-powered agents could disintermediate online travel agencies. Booking 
has been investing in AI for several years and has embedded generative AI across its platforms, with benefits 
beginning to appear in financial results. For example, customer service cost per booking has declined by roughly 
10% following the introduction of AI-driven automation. Additionally, AI could help by introducing new distribution 
partners, such as LLMs, and decrease Booking’s reliance on Google/Meta for paid search, reducing the cost of 
digital advertising over time. Shares of Adobe fell -29.3% in Q1. Adobe is a cloud-based software company selling 
products to creators, marketers and knowledge workers. Despite good fundamentals and double-digit top and 
bottom-line growth, the stock continues to not be rewarded as the market misunderstands the impact of generative 
AI. The market is concerned about the number of licenses required in a world where AI is more pervasive. It was 
announced that the current CEO will be stepping down after 18 years. He will remain as chair of the board and a 
successor has not yet been appointed. Recent results noted that Annualized Recurring Revenue (ARR) from 
Adobe’s AI first offerings more than tripped year-on-year. Microsoft finished the quarter -21.9% lower. Microsoft is 
a technology company that develops and supports software, services, devices, and solutions. Share price weakness 
is due to a post earnings sell-off, as investors reacted to heavy AI infrastructure spending and margin pressure 
despite strong revenue growth. Sentiment was also hurt by concerns about Azure growth and a broader rotation 
away from mega-cap tech stocks. Despite these concerns, Microsoft is well positioned to benefit as AI becomes 
part of everyday work leading to an enterprise modernization cycle. Shares of Reckitt Benckiser fell -15.6% in Q1. 
Reckitt Benckiser is the world’s leading consumer health and hygiene company. Shares are down as management 
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cautioned that Q1 results are likely to be negatively impacted by a weak cold and flu season and a weak consumer 
in Europe. However, Emerging Markets continue to be resilient with China and India growing double-digits in Q4 
2025.  

Portfolio Transactions _______________________________________________________ 

 
During the quarter, the Manager made several valuation-driven portfolio adjustments, increasing exposure to Verisk 
Analytics while exiting positions in Novo Nordisk and Waters Corp, and initiating new positions in Adyen and RELX. 
  
Novo Nordisk, a long-time holding, was sold as its quality and risk profile deteriorated. Competitive leadership in 
obesity has shifted to Eli Lilly, while the market has become more consumer-driven, politically sensitive, and less 
predictable. Novo Nordisk also faces a material patent cliff, with 74% of 2025 sales tied to semaglutide losing 
exclusivity starting in 2026, and its manufacturing advantage is unlikely to remain durable once generics emerge. 
These risks are reflected in declining fundamentals, with return on investment capital (ROIC) falling from 65% to 
33% and a weaker balance sheet, making the risk/reward less attractive. 
  
The Waters Corp holding was sold following its acquisition of Becton Dickenson’s biosciences and diagnostics 
assets, which fundamentally altered the business mix. While the business remains solid, the deal adds 
lower-growth, lower-margin segments, meaningfully reduces ROIC from over 20% to the single digits due to 
goodwill, and left valuation neutral, prompting redeployment into higher-conviction opportunities. 
  
The Manager initiated a position in RELX, a global leader in data, analytics, and decision tools with a durable 
advantage rooted in proprietary datasets. RELX is viewed as well positioned for the AI era as a trusted content 
layer, consistently high ROIC above 20% and strong cash generation, despite market concerns around AI 
disintermediation. 
  
The Manager also added Adyen to the portfolio, a global payments platform benefiting from secular growth in 
e-commerce, digitization, and cross-border payments. Adyen’s fully integrated platform, global acquiring 
capabilities, and proprietary AI-driven risk tools drive lower costs, higher authorization rates, and an exceptional 
financial profile, including ROIC above 80% and strong margins. Following a significant de-rating, high-teens 
earnings growth is expected to support attractive long-term returns. 

 

Portfolio Outlook & Positioning ________________________________________________  

Guardian Directed OutcomesTM offer investment choices designed to address different priorities of investor 
objectives for either growth with enhanced downside protection1 through Guardian Directed Equity Path Portfolio, 
or for tax-efficient cash flow2 generation through the Guardian Directed Premium Yield Portfolio. 
 
The guiding principles underlying the investment philosophy of the Guardian Directed Outcome Strategies rests on 
the following key tenets: 
 

1. Employing the security analysis and selection process of the high-conviction, concentrated equity portfolios 
within Guardian’s UK, US and Canadian businesses 

2. Identifying short- to intermediate-term catalyst and stock price behavior aligned with long-term quality 
growth intrinsic value estimates 

3. Implementing varying option overlay strategies to tailor the return behavior of the underlying positions to 
target the portfolio outcomes desired, as follows:  
 

 

 
1 Downside protection is derived from the use of put options to help preserve capital in a declining market environment. 
2 Tax efficient cash flow is derived from the additional income earned from writing (selling) call options, known as “premium”, which is taxed as 

capital gains and is more tax-efficient relative to dividend or interest income.  
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The premise of Guardian Capital LP’s approach to managing the Directed OutcomesTM strategies is to apply the 
bottom-up fundamental research from our concentrated equity teams in the United Kingdom, the United States and 
Canada. In effect, the Directed Outcomes portfolios will hold a concentrated portfolio of global high-quality growth 
securities (20 to 30 stocks) with a managed options overlay, taking into account intrinsic value estimates and 
catalysts derived from the research. This information will be complemented with a short- to intermediate-term 
technical and fundamental review to assess prevailing trend strength and stock price behavior to exploit shorter 
horizon trading opportunities. 
 
The Guardian Directed Premium Yield Portfolio is designed to deliver a high and consistent level of tax efficient 
cash flow1 to investors, recognizing that securities within the Fund’s portfolio may fluctuate according to prevailing 
market conditions. 
 
The options strategy is expected to continue to collect attractive option premiums and participate in the upside in a 
more gradual manner. 
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Returns are presented in CAD, unless otherwise stated. 
 
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 mutual fund 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 fund 

and ETF securities, including money market funds, are not covered by the Canada Deposit Insurance Corporation or by any other government 

deposit insurer. 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 commentary includes information 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. Index returns are for information 

purposes only and do not represent actual strategy or fund performance. Index performance returns do not reflect the impact of management 

fees, transaction costs or expenses. Certain information contained in this document has been obtained from external sources, which we 

believe to be reliable, however, we cannot guarantee its accuracy.  

 

Guardian Capital LP is the Manager of Guardian Capital mutual funds and ETFs and also 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. 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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