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GUARDIAN i3 U.S. CORE EQUITY FUND 
MANAGER COMMENTARY Q2 2026 

Market Review_________________________________________________________ 

U.S. equity markets began the second quarter on a much stronger footing after a challenging start to the 
year, which had been weighed down by geopolitical uncertainty and concerns that elevated spending on 
artificial intelligence infrastructure could pressure near-term corporate earnings. As the quarter progressed, 
investor sentiment improved significantly as confidence grew that AI-related investments represent a long-
term structural growth opportunity rather than a short-term trend. This shift in perspective supported a 
rotation back into technology stocks, helping drive broader equity market gains. 
 
Geopolitical developments also contributed to improving market conditions. Tensions in the Middle East 
eased toward the end of the quarter as the United States and Iran reached agreements that led to the 
reopening of the Strait of Hormuz. The de-escalation of conflict reduced concerns surrounding global 
energy supply disruptions and helped restore risk appetite across financial markets. 
 
As geopolitical risks gradually subsided, oil prices retraced from their April peak of approximately US$120 
per barrel, alleviating any inflation concerns and providing further tailwinds for equity markets. The 
combination of declining energy prices, easing geopolitical tensions, and renewed optimism around 
technology and AI investment created a more favorable backdrop for investors. 
 
The rebound in market sentiment was particularly evident in U.S. equities. The S&P 500 Index bounced 
back from its March lows in just 11 trading days and reached a new record high in mid-April, underscoring 
the speed and strength of the recovery. The index ended the quarter up 14.4%. Broad market participation 
improved throughout the quarter as investors shifted back toward risk assets and renewed confidence in 
long-term economic and earnings growth. 
 
Performance Attribution______________________________________________________ 
 
The Guardian i3 U.S. Core Equity Fund (the “Fund”)1 outperformed its benchmark, the S&P 500 Index 
(CAD). This was mostly driven by a positive sector allocation, which was partially offset by a negative stock 
selection.  
 
The Energy sector was the largest contributor to relative performance, due to the Fund’s underweight in 
the sector, and positive stock selection from Williams. The Industrials sector also contributed thanks to a 
positive stock selection from Vertiv. The Fund’s underweight exposure to the Financials sector also added 
value this quarter.  
 
On the flipside, the Information Technology sector was the largest detractor due to negative stock 
selection, partially offset by an overweight allocation.  
 
Top 5 stocks that contributed to relative performance:  
Palo Alto Networks is a leading cybersecurity company that helps organizations protect their networks, 
cloud applications, and digital data from increasingly sophisticated cyber threats. The stock was the largest 

 
1 On April 1, 2026, the Fund changed its name from Guardian i3 US Quality Growth Fund.  
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contributor this quarter as investors responded favorably to the company's strong revenue growth, 
expanding recurring revenue base, and continued demand for its AI-enabled security platform. The 
Manager remains bullish, as Palo Alto continues to gain market share as customers consolidate multiple 
security tools onto its integrated platform, which can improve efficiency and reduce costs. They also believe 
the growing need for cybersecurity provides a long runway for future growth and earnings expansion. 
 

Lam Research Corp, a leading semiconductor equipment company that provides the advanced tools chip 
manufacturers use to produce the powerful chips found in AI, data centers, and consumer electronics, 
contributed to relative performance this quarter as strong demand for AI-related semiconductors supported 
solid revenue growth, improving profitability, and a positive business outlook. The company looks well 
positioned to benefit from continued investment in AI infrastructure and next-generation chip manufacturing. 
The Manager believes that its technological leadership, strong customer relationships, and growing 
demand for advanced packaging and memory chip equipment can support long-term growth. 
 

Cadence Design Systems develops the specialized software and intellectual property that engineers use 
to design the advanced chips powering AI, cloud computing, smartphones, and data centers. The stock 
contributed to relative performance during the quarter as the company reported strong results, including 
revenue growth of nearly 19% year over year, a record backlog of US$8 billion, and an increase to its full-
year revenue outlook, driven by accelerating demand for AI-related chip design tools. The Manager remains 
positive on Cadence, as the growing complexity of AI chips is increasing demand for its mission-critical 
software, while its expanding AI-powered design tools can help customers develop products faster and 
more efficiently. They believe the company's strong moat, recurring revenue model, and exposure to long-
term AI investment trends support continued growth. 
 

Vertiv is a global leader, providing digital infrastructure services for data centers, communication networks, 
and commercial & industrial environments. Over the quarter, the stock contributed positively to portfolio 
returns as Vertiv continues to benefit from strong demand for AI-related data center infrastructure, 
supported by strong financials, with reported revenue of approximately $2.65 billion, up about 30% year 
over year, while earnings more than doubled. Additionally, the completion of the ThermoKey acquisition 
strengthened Vertiv's liquid cooling capabilities, further enhancing its positioning as a key enabler of next-
generation AI data centers. The Manager continues to hold the position given Vertiv's strong competitive 
positioning and its ability to capitalize on the growing power and cooling requirements of increasingly 
complex AI workloads, which are expected to drive sustained long-term growth. 
 

Amphenol is a leading global provider of interconnect, sensor, and antenna solutions serving a diverse 
range of end markets. The stock contributed positively to performance over the quarter as the company 
continued to benefit from accelerating investment in AI infrastructure. Investor sentiment was supported by 
record first-quarter sales of approximately US$7.6 billion, driven by strong demand for high-speed 
interconnect and fiber-optic solutions used in AI servers and hyperscale data centers. The company also 
strengthened its position in next-generation networking infrastructure through its acquisition of 
CommScope's Connectivity and Cable Solutions business, expanding its fiber connectivity capabilities and 
exposure to data center growth.  
 

Bottom 5 stocks detracting from relative performance:  
ServiceNow is a leading enterprise software company that helps organizations automate workflows and 
improve productivity across various departments. The stock was the largest detractor this quarter, as 
investor expectations around AI-related growth remained high, leading to share price volatility despite solid 
business results. Even so, the company delivered 22% year-over-year subscription revenue growth to 
US$3.7 billion, raised its full-year outlook. The Manager remains bullish, as ServiceNow continues to benefit 
from the growing adoption of AI-powered workflow automation, a large and expanding customer base, and 
a substantial backlog of contracted revenue. They believe the company's strong competitive position and 
role as a critical platform for enterprise AI deployment support attractive long-term growth prospects. 
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Advanced Micro Devices (AMD) is a leading semiconductor company that designs high-performance 
computing, graphics, and AI chips for data centers, personal computers, gaming consoles, and enterprise 
applications. The stock detracted from relative performance this quarter despite strong fundamental results, 
as investor expectations had become exceptionally high following its significant rally and concerns emerged 
around the sustainability of AI infrastructure spending growth. However, AMD continued to benefit from 
robust demand for AI accelerators and data-center processors, reporting record Data Center revenue of 
US$5.8 billion, up 57% year-over-year, while maintaining strong momentum across its AI infrastructure 
business. The Manager remains optimistic despite near-term volatility, believing AMD's long-term earnings 
potential remains attractive given the growing demand for AI infrastructure. 
 
Costco is a membership-based retailer known for offering a wide range of products at competitive prices 
through its warehouse club model. The stock detracted from relative performance during the quarter as 
investors became concerned that the company's lofty valuation left little room for error, despite a strong 
operating performance and continued growth in sales and earnings. Even so, Costco reported 11.6% sales 
growth, 15% growth in net income, and a 21.5% increase in e-commerce sales, demonstrating the 
resilience of its business model. Costco continues to benefit from a highly loyal membership base, strong 
renewal rates, and a reputation for value that resonates with consumers in a wide range of economic 
environments. The Manager believes the company's consistent execution, growing digital business, and 
long runway for international expansion position it well for continued long-term growth. 
 
Palantir Technologies is a U.S. data analytics and software company providing platforms for government 
and commercial customers. The company was a detractor to relative performance over the quarter despite 
reporting revenue growth of 85% year over year, one of the highest growth rates in large-cap software. 
Investors questioned its premium valuation, with shares experiencing a significant pullback during June 
after an extended rally. Market concerns centered on whether future growth could justify the stock's 
elevated earnings and revenue multiples. Nevertheless, strong execution, expanding customer base, 
robust demand for the company's Artificial Intelligence Platform (AIP), and growing role in enterprise and 
government AI deployments support the Manager’s positive long-term outlook. 
 
Intuitive Surgical is a leading medical robotics firm that develops, manufactures, and markets the da Vinci 
Surgical System, which is used for minimally invasive surgical procedures. The stock detracted from 
performance during the quarter as investor sentiment toward higher-valued medical technology companies 
weakened, leading to pressure on shares despite solid operating results. While the company continued to 
benefit from growing adoption of robotic-assisted surgery, recurring revenue from instruments and 
accessories, and increasing utilization of its da Vinci platforms, investors became more cautious following 
the stock's strong prior performance and premium valuation. As a result, the share price declined despite 
the company's attractive long-term growth fundamentals. 
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Portfolio Transactions __________________________________________________ 

This quarter, the Manager exited Moody’s corporation on declining earnings growth predictions. The 
company had struggled as of late amid macroeconomic uncertainty, pressure in some credit-sensitive 
sectors and investors expectation around AI-driven growth, as a result the risk-reward profile no longer 
supported holding the position. 
With the proceeds from the sale, the Manager initiated a position in Advanced Micro Devices Inc, MKS Inc, 
and Teradyne Inc. AMD continues to benefit from robust demand for AI accelerators and data-center 
processors, reporting record Data Center revenue of $5.8 billion, up 57% year-over-year, while maintaining 
strong momentum across its AI infrastructure business. 
 
 
Portfolio Outlook and 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 earnings growth, the Manager believes 
consistency in earnings growth is critical for predictable and sustained cash flow growth and capital 
appreciation. 

Forecasts from the Manager’s proprietary AI model* indicate that forecasted Earnings-Per-Share (EPS) 
growth is broadly moderating in the U.S., though it remains elevated across all sectors. The Energy sector, 
which experienced a sharp acceleration in the first quarter, has retraced modestly but continues to exhibit 
elevated forecasted EPS growth. The Information Technology sector has maintained consistently strong 
forecasted EPS momentum over the past year, with only a slight deceleration emerging in recent periods.  
The Materials sector remains the third-strongest sector in terms of forecasted EPS growth, though its 
trajectory is also flattening after previously higher levels. A second cluster comprised of the Industrials, 
Consumer Discretionary, Healthcare and Real Estate sectors show similarly steady but moderating 
forecasted growth profiles.  
At the lower end of the spectrum, the Consumer Staples sector continues to post the slowest forecasted 
EPS growth, followed by Utilities and Financials sectors.  
Overall, the model reflects a broad-based normalization: forecasted EPS growth rates are leveling off from 
prior peaks yet remain robust. With all sectors still forecasted to have a strong earnings growth.  
 
The Manager continues to position and focuses on companies with positive earnings growth coupled with 
strong cash flow growth, and relatively higher predicted earnings surprises. 
 
Payout – The Manager believes that a diversified portfolio, which includes high-quality, secular growth 
companies, can provide stability during periods of elevated market volatility and continue to realize earnings 
growth and capital appreciation (itself a form of payout).  
The Manager’s proprietary model forecasts broad-based cash payout growth across all sectors globally, 
reflecting a supportive backdrop of earnings expansion and cash flow generation. Among all sectors, the 
Information Technology sector stands out as the strongest contributor, with forecasted dividend growth 
reaching high levels across multiple regions. 

This outlook is underpinned by the sector’s robust earnings growth profile, driven by sustained demand 
for semiconductors, compute infrastructure, memory, and AI-related technologies. The combination of 
strong earnings momentum, healthy balance sheets, and significant free cash flow generation provides 
technology companies with substantial capacity to increase shareholder distributions. 
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As a result, the model continues to forecast the Information Technology sector as the one having the most 
compelling dividend growth trajectory globally, reinforcing its leadership from both an earnings and capital-
return perspective. 
 
Sustainability (of earnings and cashflows) — According to the Manager’s proprietary AI Model forecast, 
the forecasted earnings sustainability are strong globally, despite the recent geopolitical risks and further 
potential oil price spikes. Holdings in the Fund are also forecasting strong unexpected earnings surprises 
going into earnings season, according to the Manager’s proprietary earnings surprise forecast model.  
According to the Manager’s proprietary model forecasts, the probability of dividend cuts in the U.S. has 
increased modestly within the Consumer Discretionary and Communication Services sectors. However, 
these increases remain from a low base, and the model does not indicate any meaningful signs of stress 
within either sector. Overall, dividend sustainability across the U.S. market remains strong, supported by 
healthy earnings and cash flow fundamentals. 

Taken together, the model suggests that sustainability of payout risk remains contained across all major 
regions, with only isolated pockets of modestly elevated risk and no evidence of broad-based stress 
emerging within sector-level dividend forecasts. 

 
The Fund is overweight in the Information Technology, Communication Services, and Industrials sectors, 
while underweight the Financials, Energy and Health Care sectors, while not having any weight in the Real 
Estate sector. 
The Fund also holds secular growth stocks that provide thematic exposure to disruptive growth drivers 
and converging exponential technology, which the Manager believes offer long-term upside, meaning 
they should not be viewed through the short-term lens of market cycles. This includes companies the 
Manager sees as leaders in innovation in Big Data and AI, Robots, Biotechnology, and Smart Cities. The 
Manager believes these forward-thinking companies that innovate and influence our lives daily in multiple 
areas are positioned to prove their resilience over multiple economic cycles. 
 
The Manager believes that leadership can still be captured in “quality growth” stocks by focusing on 
companies that can innovate and launch new products and that can sustain and grow their revenue and 
earnings. The Manager is consistently monitoring the Fund’s exposures with respect to expected 
earnings growth and the probability of earnings disappointments, as well as aiming to avoid companies 
with high variability of cash flow and revenue growth. 
 
The i3 Investments™ team believe their AI-powered GPS style offers a total return approach through owning 
companies that it identifies as being able to continue to reward shareholders through capital appreciation, 
buybacks and debt reduction, ultimately combined with careful discretionary consideration of stock and 
sector allocations by the i3 Investments™ team’s portfolio managers. 
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* 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. 
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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 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. 
 
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.  
 
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: July 20, 2026 
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