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GUARDIAN i3 GLOBAL DIVIDEND PREMIUM YIELD FUND   
MANAGER COMMENTARY – Q1 2026 

Market Review ______________________________________________________________ 

The first quarter of 2026 moved through two distinct phases. The first two months were defined by thematic and 
structural concerns; Artificial Intelligence (AI) disruption fears, growing scrutiny of hyperscaler capital allocation, 
and stress fractures emerging in private credit. These concerns drove meaningful valuation compression in 
growth equities while broader market indices held in a relatively narrow trading range. That changed abruptly in 
late February, when U.S. and Israeli strikes on Iran and the subsequent closure of the Strait of Hormuz introduced 
a macro shock: an energy-driven inflation surge that simultaneously repriced growth expectations, monetary 
policy optionality, and risk appetite across asset classes and geographies. 

Concerns grew early in the year that generative AI could erode software moats by lowering barriers to entry and 
undermining Software as a Service (SaaS) pricing power. U.S. software stocks meaningfully declined as investors 
marked down the durability of recurring revenue streams and the defensibility of existing business models. The 
pressure was not contained to public equities. Private credit strategies, which have more exposure to the software 
sector, experienced redemption pressure and withdrawal restrictions as sentiment deteriorated. Simultaneously, 
despite strong fourth quarter earnings, investors scrutiny intensified around hyperscaler capital expenditures, with 
investors increasingly questioning the return potential of accelerating AI investments. The result was a derating in 
growth and technology stocks that drove most of the index-level weakness in January and February. 

The coordinated U.S. and Israeli strikes on Iran in late February, and Iran's subsequent retaliation, fundamentally 
altered the macro landscape. The most immediate consequence was in energy markets. Disruptions to the Strait 
of Hormuz, responsible for roughly 20% of global oil flow, drove a halt to transit volumes and a subsequent surge 
in the price of Brent crude, one of the largest monthly increases in four decades. The energy shock introduced 
stagflation risk, placing the U.S. Federal Reserve in a potentially difficult position. Rate cut expectations repriced 
throughout the quarter; markets entered 2026 pricing three cuts, trimmed to two by mid-February, and settled 
somewhere between one and zero. 

Equity markets reflected this backdrop, though the headline index returns obscure meaningful internal divergence. 
The S&P 500 and the MSCI World Indices declined 2.60% and 1.83% respectively (in Canadian dollar terms). 
The equal-weight S&P 500 and Russell 2000 indices each posted modest gains, underscoring the rotation away 
from concentrated index leadership toward broader market participation, and value outperformed growth by one 
of the widest quarterly margins in years. Internationally, European equities rallied through February on improved 
fiscal momentum and diversification flows, only to give back those gains and more as the energy shock hit a 
region heavily dependent on Middle East imports. Japan finished in positive territory aided by yen weakness and 
expectations for fiscal stimulus following the Liberal Democratic Party's snap election victory.  

Factor performance was consistent with an uncertain growth and inflation backdrop. Investors were rewarded with 
durable cash flows, pricing power, and balance sheet strength while penalizing growth and momentum exposure. 
Dividend and low volatility strategies outperformed, benefiting from the rotation toward high quality. 
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Despite the volatility, underlying economic data remained relatively stable. Consumer spending held up, 
manufacturing showed signs of improvement, and first quarter earnings expectations, which still indicate double-
digit growth, remained intact heading into reporting season. The outlook, however, has become materially more 
uncertain. Markets are focused on the trajectory of the Middle East conflict, the pass-through of higher energy 
prices to core inflation, and the effectiveness of fiscal stimulus in supporting the macro and earnings backdrop. 
With monetary policy constrained and the hurdle for rate relief now considerably higher, we expect market 
leadership to remain anchored in quality, sustainable income and dividend growth, and earnings durability. 

 

Performance Attribution _____________________________________________________ 

The Guardian i3 Global Dividend Premium Yield Fund (“The Fund”) outperformed its benchmark, the MSCI World 
Index, during the quarter.  

The Energy sector was the strategy’s largest contributor to relative performance, driven by overweight exposure, 
which was slightly offset by negative stock selection from Williams Companies and Shell. Darden Restaurants, TJX 
and McDonald’s added to relative performance in the Consumer Discretionary sector. The Health Care sector 
contributed to relative performance on strong stock selection from AstraZeneca and Johnson & Johnson. Similarly, 
the Real Estate sector contributed, thanks to robust performance from Equinix.  On the flip side, the strategy’s 
underweight exposure to the Materials and Utilities sectors was a drag on performance this quarter. 

The covered call program added an incremental 0.75% of income to the portfolio, while overwriting on approximately 
47% of the portfolio.  Given the volatility of the equity markets in the first two months of the quarter, the upside that 
was forfeited by stock prices increasing more than our strike prices was approximately 1.15%. No upside was 
forfeited in March.  

Top 5 stocks that contributed to relative performance:  

ASML was the strategy's strongest relative performer. The company occupies a structurally unique position as one 
of the sole manufacturers of extreme ultraviolet lithography systems, a near monopoly in the most critical piece of 
capital equipment required to produce advanced semiconductors. ASML closed 2025 with a record backlog (nearly 
double analyst forecasts), driven by accelerating AI-related demand, and strong guidance for full year 2026 revenue. 
Unlike software names that were pressured by AI disruption fears, ASML’s infrastructure enables AI, and therefore 
its business model isn’t threatened by it. ASML demonstrated the quality characteristics the market rewarded this 
quarter, a dominant competitive moat, highly visible contracted revenue, pricing power, and a growing dividend with 
a newly announced share buyback program. Its relative resilience reflected the market's willingness to pay for 
earnings durability and capital return in a period of heightened uncertainty. 

Equinix contributed to relative performance during the quarter. The company issued 2026 revenue guidance above 
consensus estimates due to the surge in demand for specialized data centers as corporations race to integrate 
generative AI. Critically, Equinix's business model, structured as a REIT with colocation fees generating highly 
recurring, contractually-based revenues, insulated it from the software disruption narrative that weighed on 
application software stocks. Record fourth quarter bookings, with 60% of its largest deals driven by AI workloads, 
reinforced the company's positioning. Equinix raised its quarterly dividend 10%, marking its 11th consecutive year 
of dividend growth. During the quarter, investors were rewarded by the company’s quality profile, income growth, 
and earnings visibility. 
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Johnson & Johnson (JNJ) contributed to relative performance, reflecting a combination of strong underlying 
fundamentals and defensive tailwinds. The company's diversified model across Innovative Medicine and MedTech 
generates predictable, non-cyclical cash flows with limited sensitivity to energy prices or AI disruption. JNJ's pipeline 
execution, including new oncology and immunology approvals, reinforced the company's earnings growth narrative. 
Its AAA credit rating, consistent dividend growth, and robust free cash flow generation positioned it squarely within 
the quality and dividend bias that led the market during the quarter.  

Costco contributed to relative returns, supported by its unique competitive positioning as a membership based 
retailer with exceptional pricing power and demonstrated consumer loyalty. The business model, where the majority 
of profits are derived from membership fees rather than merchandise margins, generates unusually stable and 
predictable (high quality) earnings. Amid consumer spending resilience, but growing anxiety about inflation and 
purchasing power, Costco's value proposition strengthened. The stock benefited from a defensive rotation within 
consumer discretionary and staples, as investors gravitated toward businesses with durable revenue, pricing power, 
and low substitution risk. Its consistent dividend growth track record and strong balance sheet also aligned well with 
the dividend and quality leadership of the quarter. 

AstraZeneca was a strong relative performance contributor, benefiting from sector rotation into healthcare 
defensives in addition to its own strong fundamental trajectory. AstraZeneca's 2026 earnings estimates have been 
revised higher, with consensus calling for roughly 12% Earnings Per Share (EPS) growth year over year, and the 
company remains on track to achieve strong core operating margins. With oncology comprising roughly 43% of 
revenues, a high-growth segment with limited cyclicality, AstraZeneca's earnings profile is well insulated from the 
macro volatility that defined the quarter. During this period, investors favored the company’s quality growth profile 
at a reasonable valuation relative to US pharma peers, with revenue visibility and dividend growth credentials. 

 

Bottom 5 stocks detracting from relative performance:  

Williams Companies detracted from relative performance, despite being up approximately 21% during the 
quarter.  The relative performance drag is primarily due to the quarter's unusual dynamics rather than any 
fundamental deterioration in the business. Williams is a high quality midstream natural gas infrastructure company 
with predominantly fee-based, volume-driven contracts that largely insulate it from direct commodity price exposure. 
However, following the onset of the Iran conflict, the energy sector rallied sharply, driven largely by upstream oil 
producers and integrated majors with direct commodity price leverage. Williams, given its fee-based model, 
participated in the sector's re-rating but underperformed the energy sector broadly, creating a relative performance 
drag in a quarter where energy was the top-performing sector. 

Microsoft detracted from relative returns. As one of the world's largest software businesses, Microsoft was at the 
center of the software disruption narrative that drove the early quarter sell-off. Enterprise software equities 
experienced significant valuation compression, as the rapid proliferation of agentic AI began to erode confidence in 
the per seat licensing model that has underpinned software economics for two decades. Microsoft's exposure spans 
both the threatened software segment and the potentially beneficial infrastructure segment, through Azure cloud 
infrastructure and its own AI platform investments. The market, however, weighted the near-term disruption risk 
more heavily than the long-term AI infrastructure opportunity, compressing multiples across the entire stack. 
Microsoft's elevated valuation and growth classification placed it squarely in the cohort most penalized during the 
first quarter’s rotation towards defensives. 

Oracle detracted from relative returns, caught in the crossfire of two competing narratives. On one hand, its legacy 
applications business faced the same software disruption fears that pressured the broader enterprise software 
sector. Investors also grew concerned about aggressive AI infrastructure investment plans, pushing free cash flow 
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negative. On the other hand, its cloud infrastructure business is genuinely exposed to the most compelling part of 
the AI build-out, with a contracted backlog of over $550 billion. Oracle's March earnings, which showed revenue up 
18% and cloud revenue up 41%, beat expectations, providing a temporary relief rally, but was insufficient to fully 
offset the quarter's losses. 

Unilever detracted from relative performance, underperforming despite being a defensive consumer staples name. 
Unilever's share price declined, with the energy shock creating margin pressure across its global manufacturing 
and logistics operations, while rising inflation in emerging markets, which represent more than half of the company's 
revenue, weighed on consumer spending capacity in key markets. Additionally, Unilever announced an immediate 
global hiring freeze in late March, citing macroeconomic and geopolitical challenges stemming from the Middle East 
conflict - a signal the market read as a cautious management tone on near-term demand. While Unilever's dividend 
profile and brand portfolio are consistent with the strategy's quality and income criteria, the combination of input 
cost pressure, emerging market consumer stress, and ongoing portfolio transition uncertainty weighed on relative 
returns during the quarter. 

Shell detracted from relative returns, despite returning over 28% for the quarter.  The performance drag is primarily 
a result of the distinction between sector and individual stock level performance. While oil prices surged following 
the Strait of Hormuz disruption, Shell's integrated structure, with significant downstream refining and chemicals 
operations, creates a partial natural hedge against oil price increases, as high crude prices simultaneously boost 
upstream earnings while pressuring refining margins. This relative insulation, which is a source of earnings stability 
in normal environments, limited Shell's upside participation relative to pure-play upstream producers and exploration 
companies that led the energy sector rally. Shell remains attractive on valuation, cash flow yield, and dividend 
coverage, and only lagged the simpler, higher-beta energy names that the market rewarded most aggressively in 
March. 

Portfolio Transactions ____________________________________________________ 

Last year the portfolio activity remained light, as reflected in the low turnover. The trades executed so far this year 
fall into three key themes: 

First, in a market defined by regime shifts, the Manager focused on recognizing structural breaks early. When the 
Manager’s proprietary AI-driven analytics model* flagged deteriorating trends in earnings or dividend growth, the 
investment team did not hold on to losers and moved decisively to reduce exposure. 

Second, as noted earlier in the ‘AI capital expenditure (Capex) paradox’ discussion, the Manager identified 
weakness in SaaS-linked business models as early as summer 2025. The investment team’s high conviction exit 
from Accenture (in the summer of 2025), and progressive trims in Wolters Kluwer added meaningful value, 
particularly when viewed from January 2026 vantage point. 

Third, the Manager stayed on top of emerging leaderships through the lens of AI-forecasted earnings growth. This 
has created a healthy pipeline of opportunities to rotate into as structural change advances. 

Together, these themes summarize the portfolio transaction so far in 2026, the disciplined Sells, and the selective, 
forward-looking Buys. 

During the quarter, the Manager initiated positions in Amphenol and Vistra, based on its forecasted strong EPS, 
growth going forward with a low probability of earnings drops.   For the Information Technology sector, Amphenol 
boasts top decile forecasted dividend growth forecasts, with historical dividend growth in the double-digit range with 
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a very low probability of dividend cuts. Vistra is one of the largest competitive power generators in the U.S.  The 
investment team continues to see massive tailwinds from AI-driven power demand as data centers are reshaping 
U.S. electricity markets, and Vistra is shaping up to be one of the biggest beneficiaries. 

To fund these purchases, the Manager exited Wolters Kluwer (WK), as the company had been facing mounting 
pressure amid a rapidly evolving AI landscape. The emerging AI capex paradox was particularly challenging for 
companies like WK: to stay competitive, software and services firms must invest heavily in AI talent, infrastructure, 
and AI-native tools-yet these very investments risk disrupting the traditional revenue streams that fund such 
initiatives.  This dynamic is driving higher operating and capital expenditures, margin compression, and strategic 
uncertainty. Moreover, market indicators and the Manager’s forecast showed deteriorating EPS expectations and 
signs of weakening resilience across WK’s core segments. 

Portfolio Outlook & Positioning ________________________________________________  
 
The i3 Investment™ team believes that successful asset management should be focused on three core pillars, 
which are Growth, Payout and Sustainability of cash flows (GPS). For outlook and positioning, we will address each 
of these core pillars. 
 
Growth — In positioning the portfolio to secular drivers of dividend growth, the Manager believes consistent 
earnings growth is critical for predictable and sustained dividend growth. 
 
According to the Manager’s proprietary AI model*, forecasted f EPS growth rates have accelerated in the U.S. and 
are very strong in the Energy sector followed by continued strength in the Information Technology and Materials 
sectors. The earnings forecasted growth in the Industrials and Real Estate sectors is lower than the top three. The 
Utilities, Consumer Staples, Health Care and Communications Services sectors exhibit moderating EPS forecast 
growth at lower levels. All sectors are forecasting positive EPS growth in the U.S. 
 
Europe continues to show considerable strength in forecasted EPS growth with the three strongest forecasts coming 
from the Energy, Materials and the Information Technology sectors. The Energy sector’s EPS mirrors the U.S. 
showing the strongest EPS growth forecast. The mandate has an overweight allocation to Energy with European 
positions in Shell and TotalEnergies.  This is followed by continued strength in the Utilities, Communication Services 
Industrials and Financials sectors. All the above sectors are exhibiting strong EPS growth forecasts. The Health 
Care sector EPS forecasts have improved but are still behind the other sectors.  The Consumer Discretionary and 
Consumer Staples sectors remain lackluster and the Real Estate sector’s EPS is forecasted to move lower.  
Forecasts for sectors in Canada remain mixed, however, Materials, Energy and Information Technology sectors 
have experienced strong growth and acceleration. The other sectors are moving up at a moderate pace; however, 
the Communication Services sector has continued to weaken. Overall, looking at the global pattern, growth has 
increasingly narrowed to cyclical sectors, driven by AI-related investment and rising demand for raw materials while 
the consumer side remains subdued. In Asia, there is more dispersion between the sectors with the top sectors 
being Energy and Information Technology. 
 
The Manager continues to position and focus on companies with positive earnings growth coupled with strong 
dividend growth. We believe the strategy’s portfolio is positioned for secular dividend growth. Over the past 12 
months, 100% of the companies in the portfolio have increased their dividends. 
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Payout – The Manager believes that a diversified portfolio that includes quality dividend growth stocks with lower 
economic sensitivities can provide stability during the long-term investment horizon. Profitability and stability need 
to be embraced with the mandate focusing on strong earnings and cash flow growth which supports dividend 
growth.   
 
The Manager’s AI Model is showing dividend growth moderating in the U.S. with the strongest sector for dividend 
growth forecasted for the Information Technology sector. The Industrials, Utilities, Financials and Energy sectors 
are clustered together with the next strongest dividend growth forecasts and Consumer Discretionary, Consumer 
Staples and Health Care are at the lower end for dividend growth forecasts. In Europe, there is more dispersion 
between the sectors when looking at forecasted dividend growth.  Information Technology, Utilities and Energy 
have the strongest rising dividend growth forecasts followed by Industrials and Materials.  The lowest dividend 
growth forecasts come from the Health Care and Consumer Staples sectors.  In Canada, dividend growth 
predictions remain on an overall upward trajectory.  In Asia, there is a lot of dispersion between the sectors with the 
Energy sector showing the strongest forecasts for dividend growth. 
 
Sustainability (of cashflows) — According to the Manager’s proprietary AI Model forecast, the probability for 
dividend cuts has increased in the Consumer Discretionary and Communication Services sectors in the U.S. 
Overall, there has been an uptick in the probability of dividend cuts, but from a very low level, with the Utilities and 
Information Technology sectors having the lowest probability of dividend cuts.  In Europe, there’s also been a slight 
rise in the probability of dividend cuts according to our model.  In Canada, the probability of dividend cuts remains 
elevated in the Communications Services sector.  
 
The Fund has an overweight exposure to the Energy, Consumer Staples, and Financials sectors and an 
underweight exposure to the Materials, Communication Services, Consumer Discretionary, and Information 
Technology sectors.  Regionally, the Fund has approximately 27% weight in Europe, 72% weight in North America 
and 1% weight in Asia. 
 
 
The i3 Investments™ believes our AI-powered GPS investment style offers a total return approach through owning 
companies that it identifies as being able to reward shareholders through dividends, buybacks and debt reduction, 
ultimately combined with careful discretionary consideration of stock and sector allocations by the i3 Investments™ 
team’s portfolio managers. 
 
 
 
* The i3 Investments™  Team is a portfolio management team with Guardian Capital LP, a registered portfolio manager. The i3 Investments™ Team combines quantitative and 
fundamental analysis in managing investment portfolios. The quantitative component of the team’s investment process has evolved as new tools and datasets have become 
available and, over time, new quantitative models which incorporate aspects of artificial intelligence have been incorporated. The i3 Investments™ Team provides a modern 
approach to portfolio construction, combining the advantages of quantitative analysis, big data, and artificial intelligence with the experience, perspective, and decision-making 
of our investment team. The application of quantitative investment analysis that incorporates artificial intelligence and machine learning in a forecast model is forward-looking 
and the simulated results are subject to inherent limitations. Investment strategies which rely on predictive artificial intelligence and quantitative models may perform differently 
than expected, as a result of, among other things, the factors used in the models, the weight placed on each factor, changes from the factors’ historical trends and the limitations 
of technology in the construction and implementation of the models. There is no guarantee that the use of the quantitative model and artificial intelligence will result in effective 
investment decisions. There are no guarantees that dividend paying stocks will continue to pay dividends. All investments are subject to risk, including loss. There is no 
assurance that any investment strategy will be successful. 
 
 
 

 

Returns are presented in CAD unless otherwise stated. 
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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.  

There can be no assurance that the 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 do not represent an account’s entire portfolio and in the aggregate may represent 
only a small percentage of an account’s 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.  

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 the Toronto Stock Exchange ("TSX").  If the units are purchased or sold on the TSX, 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. ETFs are not guaranteed, their values change frequently and past performance may not be repeated. 

Guardian Capital LP is the Manager of the 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.  
 
 
Published: April 16, 2026 
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