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International equities delivered a standout year in 2025, outperforming U.S. equities by the widest margin in more than 
three decades (see Figure 1). That strength wasn’t limited to one region—Europe, Japan, and Emerging Markets all 
contributed to a shift that reflects a healthier, more balanced global earnings backdrop. And early 2026 suggests the 
trend is still intact (MSCI EAFE Index returned 3.94% in January, well ahead of the S&P 500 Index’s 0.22% return).

Source: Guardian Capital LP, based on data from Bloomberg as of December 31, 2025. 

Chart shows the relative difference in calendar year net total returns in Canadian dollars for the MSCI EAFE Index less the S&P 500 Index. Positive values indicate the MSCI EAFE Index 
outperformed, while negative values indicate the S&P 500 Index outperformed.

All Abroad!
International Equity Leadership 
Continues to Pull Ahead

Figure 1: Relative Calendar Year Returns of International and U.S. Equities (1990 – 2025)

Why International Equities Are Gaining Momentum

After years of narrow leadership from a small group of U.S. mega-cap technology companies, global markets are 
beginning to broaden. Earnings expectations across many international markets have improved as inflation has eased, 
policy paths have become clearer, and trade activity has stabilized. This broad-based strength stands in contrast to 
the U.S., where earnings leadership has become increasingly concentrated and tied to the capital-intensive buildout of 
Artificial Intelligence (AI) infrastructure.

For investors, that means investment opportunity is no longer predominantly a single sector or theme. International 
markets are benefiting from stronger fundamentals in industrials, consumer companies, financial services, and 
technology-linked businesses that sit outside the U.S. mega cap complex.
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Valuations Remain Attractive

Despite strong performance in 2025, international equities continue to trade at meaningful discounts to U.S. markets. The 
valuation gap remains near historically wide levels, offering a potentially more attractive starting point for future returns.

Meanwhile, the narrowness of recent U.S. market leadership in AI-related stocks —and the heavy spending required 
to sustain it—has introduced new questions around how long it can be sustained. For investors looking to rebalance 
portfolios or diversify sources of return, international equities offer both breadth and value.

Figure 2: Relative Earnings Growth Expectations Since December 31, 2024

Source: Guardian Capital LP, based on data from Bloomberg  as of January 31, 2026. Aggregate analyst consensus of Forward EPS Estimates indexed to 100 on December 31, 2024. Forward 
EPS estimates are based on analyst forecasts of a company’s earnings per share 12 months in the future.

Figure 3: International Equities Remain Significantly Cheaper than U.S. Equities

Source: Guardian Capital LP, based on data from Bloomberg as of December 31, 2025. The differential series represents aggregate analyst consensus of forward P/E ratio of the S&P 500 Index 
less forward P/E ratio of the MSCI EAFE Index. Forward price to earnings represents the ratio of current stock price to forward EPS (as defined in Figure 2).
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Long-Term Tailwinds are Strengthening the Case

Several structural forces are supporting international markets:

For Canadian investors, currency effects may vary, but the fundamental backdrop behind these trends remains 
supportive of strong return potential.

With a concentrated portfolio of 15–30 global companies, the Fund focuses on select businesses that the Manager 
believes can compound value over time, rather than relying on broad and passive index exposures.

How the Guardian International Equity Select Fund Invests

The Guardian International Equity Select Fund (the Fund) uses a quadrant-based approach when investing in 
international companies, focused on three key pillars:

Next Stop: Opportunity

International leadership has returned. Earnings are broadening more globally. Valuations remain appealing. And long-
term trends—from infrastructure to AI—are reshaping global markets in ways that favour companies beyond the U.S. 
mega cap landscape.

A softer U.S. dollar, which generally improves global liquidity and boosts demand across emerging markets.

Europe’s multi-year infrastructure and defence investment cycle, with EU government spending expected 
to support industrial and capital goods companies.

Japan’s move away from decades-long ultra-loose monetary policy which provides fresh support for banks, 
consumer companies, and automation leaders.

The next phase of AI, which is shifting from the infrastructure buildout—largely benefiting U.S. mega 
caps—to productivity enhancements that can support a much broader set of global companies.

Earnings growth 

that is sustainable and 
supported by competitive 

advantages

Valuation discipline 

to avoid overpaying for 
popular themes or short-

term narratives

Quality of franchise
including balance sheet 

strength and capital 
allocation discipline



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 are also 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 does 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 Funds and also manages portfolios for defined benefit and defined contribution pension plans, 
insurance companies, foundations, endowments and investment funds. Guardian Capital LP is a wholly owned subsidiary of Guardian Capital Group 
Limited, a publicly traded firm listed on the Toronto Stock Exchange. For further information on Guardian Capital LP, please visit our website. All 
trademarks, registered and unregistered, are owned by Guardian Capital Group Limited and are used under license.
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guardiancapital.com/investmentsolutions

Commerce Court West 
199 Bay Street, Suite 2700, PO Box #201 
Toronto, On M5L 1E8

Learn how the Guardian International Equity  
Select Fund can fit into your portfolio.

Speak with your financial advisor or explore the Fund’s series by clicking the links below:

Series A Series F GIES ETF

https://www.guardiancapital.com/investmentsolutions
https://www.guardiancapital.com/investmentsolutions/funds/gcg-567/
https://www.guardiancapital.com/investmentsolutions/funds/gcg-767/
https://www.guardiancapital.com/investmentsolutions/funds/gies/

