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Market Review ________________________________________________________ 

The S&P/TSX Composite Index ended the third quarter of 2026 with a total return of +1.6%. Performance was led 
by the Information Technology sector (+17.9%) as software stocks performed well in the quarter buoyed by strong 
earnings and improving expectations. Sector performance was also positive in the Materials (+12.9%) and Energy 
(+3.3%) sectors. The Communication Services sector (-9.3%) was the largest detractor from performance as 
Telus’s stock continued to come under pressure in the quarter. The Real Estate (-7.3%), Utilities (-7.2%), Consumer 
Staples (-7.0%), Health Care (-5.4%), Consumer Discretionary (-5.1%), Industrials (-3.2%), and Financials (-3.0%) 
sectors also detracted from performance in the quarter. Canadian equity markets began the quarter on a strong 
note, as renewed hostilities in the Middle East once again caused oil prices to rise. While the U.S. government and 
President Trump continue to claim that a permanent resolution is imminent, the two sides appear to remain far apart 
on any deal, and flows through the Strait of Hormuz remain below pre-conflict levels. The July 1st deadline to renew 
the CUSMA trade agreement passed without a deal to extend it, throwing the future of North American free trade 
into greater uncertainty. President Trump also announced new 50% tariffs on select Canadian goods that took effect 
in mid-August, and also signed a ban on the importation of Canadian goods such as alcohol and dairy products. 
While the duration of these policies, and the magnitude of their effects, remains uncertain, it is likely that they will 
be a dampening force on the Canadian economy in the last quarter of 2026. The Federal government continued to 
signal a change in direction on natural resource policy, as progress towards approving a new west coast oil pipeline 
advanced, with Energy minister Tim Hodgson announcing that the project would likely receive designation as a 
“project of national interest” under the new major projects office. The announcement comes as Canada attempts to 
diversify its trade markets, and European and Asian markets hasten their efforts to access oil and natural gas 
supplies that are unrestricted by the conflict in the Middle East. The Bank of Canada held its policy interest rate 
steady twice in the quarter, leaving the policy rate at 2.25% for the 6th and 7th consecutive decisions.  

U.S. equity markets, represented by the S&P 500 Index, also posted moderately strong performance in the quarter, 
rising +2.3%. American equities benefited from record corporate profits reported in the quarter as software and 
other Information Technology stocks had strong earnings reports. Towards the end of the quarter, U.S. bonds came 
under pressure as markets became increasingly concerned about inflation, the Federal Reserve raised its interest 
rate for the first time since 2023, and concerns about the sustainability of growing government debt continued to 
mount.  

In the commodity market, oil prices surged (WTI +30.1% in U.S.$) after declining towards the second quarter, once 
the likelihood of a peace agreement in the Middle East appeared to wane. Copper prices also rose significantly 
(+8.3% in U.S.$) amidst short-term supply disruptions and increasing demand driven by electrification and Artificial 
Intelligence (“AI”) infrastructure construction, outperforming gold  (+3.7% in U.S.$). 
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Performance Attribution _____________________________________________________ 

The Guardian Canadian Focused Equity Fund (the “Fund”) underperformed its benchmark, the S&P/TSX Capped 
Composite Index, during the quarter. The underperformance was due to negative security selection, with negative 
sector allocation detracting from relative performance to a lesser extent.  

Positives 

• Contributions to performance from sector allocation were driven by being overweight the Information 
Technology (+17.9%) sector. 

• Contributions from security selection were driven by stocks in the Energy (Suncor Energy Inc., Canadian 
Natural Resources) and Communication Services (Telesat Corp.) sectors. 

• Top stock contributors to performance during the quarter:  

- Mattr Corp.: Mattr outperformed in the quarter as revenue and profitability growth accelerated 
rapidly.  This was in line with the Manager’s expectations from late last year that most of the 
headwinds that Mattr was facing were short term in nature, however the inflection happened much 
faster than anticipated.  Mattr has spent the past 4 years modernizing their manufacturing facilities, 
improving their product line up, diversifying their customer base and exiting commoditized 
businesses.  Completing all of these initiatives all at once led to some internal road bumps that 
slowed revenue growth and led to margin decline.  With the transformation mostly complete, Mattr 
has become a faster growing, more profitable business which has led to a higher valuation on higher 
earnings estimates. 

- Suncor Energy Inc.: Suncor Energy benefited from a robust commodity and refining environment 
that played to its strengths as an integrated producer with a strong marketing franchise. During the 
quarter, refining crack spreads, especially for middle distillates, for which Suncor is disproportionately 
leveraged, hit “emergency” levels and buoyed expectations for free cash generation in the company’s 
downstream business. 

- Canadian Natural Resources.: Canadian Natural Resources benefited from a full quarter of robust 
crude prices and elevated middle distillate refining crack spreads. The company’s heavy exposure to 
Synthetic Crude Oil (“SCO”) provides an earnings tailwind due to the disproportionately high middle 
distillate yield from SCO as a refining feedstock. This caused a significant premium during the 
quarter. 

Negatives 

• An underweight allocation to the Materials (+12.9%) sector and an overweight allocation to the Consumer 
Staples (-7.0%) detracted from relative performance in the quarter. 

• Underperformance from stock selection was primarily due to portfolio holdings within the Information 
Technology (CGI Inc., Open Text Corp.) and Financials (Brookfield Corp) sectors. 

• Stocks that detracted from relative performance during the quarter:  
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- Element Fleet Management Corp.: Element Fleet Management’s recent share price 
underperformance was primarily driven by market concerns that near-term fleet origination is growing 
slower than expected, reflecting a combination of customers delaying vehicle replacements and fleet 
expansions amid elevated fuel and financing costs, high vehicle prices and trade-policy uncertainty, 
and commercial execution issues. The Manager views this potential slowdown as temporary, and 
continues to believe Element Fleet Management’s business fundamentals remain very attractive and 
structurally resilient.  

- MDA Space Ltd.: MDA Space’s third quarter share price underperformance was primarily driven by 
general market volatility in a rising interest rate environment and continued trade uncertainty. The 
Manager continues to believe MDA’s long-term fundamentals remain very compelling, underpinned 
by growing demand for satellite connectivity, large low-Earth-orbit constellations, rising government 
investment in sovereign defence and surveillance capabilities, and increasing adoption of Earth-
observation data and analytics. Space exploration and robotics also provide additional growth 
opportunities for the company.   

- Capital Power.: Capital Power’s stock price was affected by concerns surrounding AI data centre 
pushback have cooled expectations on the value chain supporting the infrastructure buildout. These 
concerns have especially arisen in PJM and ERCOT, the former of which Capital Power is exposed 
to. While shifting public sentiment may impact the business’s risk profile, the Manager remains 
confident in the company’s positioning, strategy, and ability to execute its plans. 

 

Portfolio Transactions _______________________________________________________ 

The Manager did not make any material transactions to the Fund’s portfolio this quarter. 

Portfolio Outlook & Positioning ________________________________________________  

The Canadian equity market continued its positive trajectory in the third quarter of 2026, as commodity prices, 
improved economic growth numbers and strong earnings all contributed to positive returns, led by the Information 
Technology sector. While there were encouraging signs for the Canadian economy in the quarter such as 
progress on natural resource and infrastructure development, significant risks remain related to macroeconomic 
factors, trade tensions and geopolitical risks. Global economic growth has remained resilient over the past 18 
months, however increasing risks of rising inflation and interest rates are beginning to draw concern from 
investors as bond yields continue to rise to levels not seen in more than a decade. The persisting trade tensions 
with the United States are also a risk to Canadian equities, as the new tariffs and import bans that President 
Trump announced this quarter are likely to weigh on economic growth and potentially put downward pressure on 
earnings. In addition to the prior two risks, the conflict in the Middle East remains as a source of volatility. Should 
the conflict either escalate further or come to a resolution commodity prices would likely react drastically, causing 
large movements in both Energy stocks and the broader market.  
 
Sentiment has begun to improve for traditional IT services and software companies in the Information Technology 
sector, with strong earning results and consistent growth helping to alleviate the fears of these companies being 
disintermediated by AI. The share prices of most of the large Canadian Banks pulled back slightly throughout the 
quarter, after a very strong start to the year, as the likelihood of interest rate increases rose due to persistent 
inflation risks. With bank valuations that remain above historical levels, this environment warrants careful 
monitoring of the industry for signs of either ongoing resilience or increasing consumer credit stress. 
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Overall, the Manager remains mindful of the present internal and external risks to Canadian equities. Sustained 
high oil prices will put pressure on inflation, and Central Banks may be forced to temper this with increases to 
benchmark interest rates, raising the cost of investments and potentially slowing growth. Geopolitical risks remain 
ever-present with trade tensions creating an uncertain environment for business investment and increasing costs 
for both businesses and consumers. Additionally, the conflict in the Middle East has the potential to increase 
energy costs and volatility in the commodity markets. Keeping these risks in mind, the Manager has sought to 
build the portfolio to be well diversified across both sectors and fundamental drivers of performance. 
 
The Fund maintains a strong quality bias and is diversified across both cyclical and defensive companies. 
Macroeconomic conditions are expected to affect portfolio holdings to various degrees; however, the Manager 
believes that companies in the portfolio are poised for growth due to a combination of improving fundamentals 
and modest expectations implied in valuations, which should lead to favourable risk-reward results across the 
market cycle.  
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Values are reported in CAD, unless stated otherwise. 
 
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 investments in mutual funds 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 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 document includes information and commentary 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. Certain 
information contained in this document has been obtained from external parties, 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 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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