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MANAGER COMMENTARY 

Market Overview ____________________________________________________________ 

International developed equity markets posted modest gains in the third quarter of 2026, with the MSCI EAFE Index 
returning 0.88% in Canadian dollar terms. Resilient economic activity and corporate earnings helped offset concerns 
surrounding inflation and higher global borrowing costs. Renewed tensions in the Middle East pushed oil prices 
higher, supporting energy stocks while adding uncertainty to the inflation and interest-rate outlook. Performance 
was supported by the Financials and Energy sectors, while the Information Technology and Health Care sectors 
detracted from market returns. A notable divergence emerged between investment styles, with the MSCI EAFE 
Value Index outperforming the MSCI EAFE Growth Index. Several AI-related hardware and semiconductor stocks 
reversed part of their strong second-quarter gains, while strength in financial and energy companies supported 
value-oriented equities. 

At the regional level, Asian markets generally performed better than Europe, with the MSCI Japan Index returning 
6.03% in Canadian dollar terms during the quarter. Japanese equities benefited from solid corporate earnings and 
ongoing corporate governance reforms aimed at improving shareholder returns. Hong Kong equities also performed 
well, with the MSCI Hong Kong Index returning 6.72% in Canadian dollar terms over the quarter.  European equities 
were quite weak during the quarter, with the MSCI Europe Index declining -1.58% in Canadian dollar terms. The 
weakness was particularly pronounced in France, where the MSCI France Index fell -5.45% in Canadian dollar 
terms as fiscal and political uncertainty weighed on investor sentiment. In contrast, the MSCI United Kingdom Index 
gained 1.97% in Canadian dollar terms, supported by the market’s relatively high exposure to banks and energy 
companies.   

Monetary policy took a more hawkish turn across several developed markets as central banks responded to 
persistent inflation pressures. The Bank of Japan raised its policy rate to 1.25% in September as it continued to 
normalize monetary policy. The European Central Bank also increased rates by 25 basis points, bringing its deposit 
rate to 2.50%, as the Middle East conflict prolonged energy-related inflation pressures. 

Performance Attribution   _____________________________________________________ 

The Guardian International Equity Select Fund (the “Fund”) underperformed its benchmark, the MSCI EAFE Index, 
during the third quarter of 2026. Exposure to the Financials sector contributed positively to relative performance, 
but this was outweighed by weakness across the Consumer Discretionary, Industrials and Health Care sectors. 
Year-to-date, the Fund has outperformed the MSCI EAFE Index.    

Top contributors to performance this quarter included the Fund’s positions in Mitsubishi UFJ Financial Group 
Inc., DBS Group Holdings Ltd. and Deutsche Boerse AG. Mitsubishi UFJ performed well alongside continued 
strength in Japanese banking stocks. Results released during the quarter showed record first-quarter net income, 
with earnings benefiting from higher Japanese interest rates, growth in loan balances and stronger fee income. 
DBS Group Holdings also contributed positively, reporting record second-quarter profit as growth in wealth 
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management fees, treasury customer activity and trading income supported earnings. Strong loan and deposit 
growth further supported its operating performance. Deutsche Boerse shares rose during the quarter as the 
company reported broad-based revenue and earnings growth. Higher cash balances and a more favourable 
interest-rate outlook also led management to raise its full-year treasury-income expectations, supporting an 
improved outlook for the company.  

Conversely, among the largest detractors from performance were the Fund’s positions in Murata Manufacturing 
Co. Ltd., Tokyo Electron Ltd. and DSV A/S. Murata Manufacturing shares pulled back sharply following their 
strong second-quarter performance as investors reduced exposure to AI-related hardware stocks. The share-price 
weakness occurred despite the company raising its full-year profit forecasts in July, supported by strong demand 
for electronic components used in AI servers and data centers. Tokyo Electron also declined as semiconductor 
equipment stocks participated in the broader reversal among AI beneficiaries. The Manager had reduced both 
Murata and Tokyo Electron beginning in late June and into July following their substantial appreciation, before 
beginning to add back to the positions in late September as valuations became more attractive. DSV shares fell 
during the period as the company’s management contends with a few operational challenges in its trucking 
business, which represents approximately 15% of the company. 

Portfolio Transactions    _______________________________________________________ 

There were no stock positions initiated or eliminated in the Fund’s portfolio during the quarter. 

Portfolio Outlook    ___________________________________________________________ 

Despite the modest third quarter results, the Manager believes several structural themes supporting international 
equities remain intact. The portfolio continues to emphasize high-quality companies with attractive long-term growth 
prospects and valuations, while position sizes are adjusted as opportunities evolve. 

1. Japan: Corporate Governance and Automation — Corporate governance improvements remain a
supportive influence on Japanese equities, with greater attention to balance-sheet efficiency and
shareholder returns. Increasing demand for robotics and automation also supports the longer-term
prospects of leading Japanese equipment suppliers.

2. Europe: Infrastructure and Capital Investment — European infrastructure and capital goods companies
remain well positioned to benefit from multi-year investment programmes. Although deployment has been
slower than anticipated, the Manager expects infrastructure spending to create opportunities over time.

3. Defence: A Multi-Year Spending Commitment — The rebuilding of European defence capabilities remains
a long-term theme. Spending and procurement may fluctuate with political developments, but the Manager
believes the underlying commitment to strengthening domestic military capacity should support selected
companies for years to come.

4. Valuation Opportunities in Areas Out of Favour — Weakness in residential construction-related stocks has
made valuations increasingly attractive among selected building materials companies. Property and
casualty insurance stocks also remain under pressure amid a softer industry pricing cycle. The Manager is
monitoring these areas for opportunities.

Overall, the Manager remains focused on identifying high-quality companies trading at attractive valuations. While 
near-term volatility may persist, investment decisions continue to reflect the long-term earnings potential of 
individual businesses and a disciplined approach to valuation. 
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Returns are presented in CAD, unless otherwise indicated. 

 

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 the Guardian Capital mutual funds and ETFs, and 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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