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ECONOMY AND MARKETS

● In contrast to the negativity with which we entered 2023, the first half 
of the year has produced very strong equity returns, with global 
markets up over 10% even as many leading indicators such as 
manufacturing surveys, lending standards and yield curves continue 
to point to weakness.

● Much of this divergence can be ascribed to a handful of AI-related 
Information Technology stocks, which have created one of the 
narrowest markets that investors have seen since the Dot Com boom 
of the early 2000s. Although we ascribe to the theme of AI as a 
generational technology with likely far-reaching consequences, we 
also see valuations and sentiment as stretched and, consistent with 
history, expect this outperformance to moderate.

● This should return investor attention to our original thesis of slowing 
economic growth and inflation along with interest rates that are at or 
close to peaking, which in our view, should favour high-quality global 
growth equities and investment-grade credit.

Read the latest macroeconomic views from our Asset Mix 
Committee^ (AMC) 

RECENT PORTFOLIO CHANGES

● Within Fixed Income allocations, minimal changes have been made 
since our last update. Although sticky services inflation and tight labour 
markets have driven another leg higher in interest rates, we see many 
signs of disinflation on the horizon and will look to further capitalize on 
higher rates and extend duration over the coming months.

● Within Equity allocations, we further trimmed our Canadian equity 
exposure given relatively high weight in the domestic index of lower-
quality cyclicals, which we expect to underperform as economic 
growth slows, in favour of International quality growth equities.

Visit our website for the latest positioning and fund details.

RESPONSIBLE INVESTING UPDATE

● At Guardian Capital LP*, our responsible investing philosophy revolves 
around the idea that engagement is an effective way to help 
companies we are invested in enact needed structural changes over 
time, and that divestment, while limiting one’s investment exposure 
from select areas of concern, passes responsibility to other investors 
who may not share the same values.

● So it was encouraging to us to see a recent academic paper entitled 
“Exit vs. Voice” in the Journal of Political Economy and highlighted by 
the Financial Times (“Should investors stay and fight for green change 
– or divest?” by Luigi Zingales, July 5, 2023), which studied this topic 
in-depth.

● The authors concluded that “Voice” (engagement) achieves the 
socially optimal outcome so long as most investors are only even 
slightly socially responsible. At the same time, “Exit” (divestment) only 
works when everyone is significantly socially responsible and can 
sometimes even reduce social welfare when they are not.

Learn about Responsible Investing at Guardian Capital LP.

Source: Guardian Capital based on data from Bloomberg to July 2023

*Guardian Capital LP is the Manager and Portfolio Manager of the Sustainable Funds.
^Guardian’s Asset Mix Committee (AMC) consists of investment professionals and asset class 
specialists and is charged with overseeing the development and management of multi-asset 
investment portfolios, specifically addressing asset mix composition/allocation and areas for 
advice or communication to such clients as it relates to the makeup of their portfolio.
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S&P 500 Market Cap vs. Equal Weight Relative Performance (30 years)

S&P500 Market Cap - Equal Weight Returns
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Inflation Still Elevated but Showing Signs of Moderating (10 years)

U.S. Finished Goods PPI ex Food & Energy U.S. CPI Core Services less Housing

Source: U.S. Bureau of Labor Statistics

https://www.guardiancapital.com/investmentsolutions/insights/asset-mix-committee-april-13-2023/
https://www.guardiancapital.com/investmentsolutions/sustainable-funds


Disclaimers
This document is intended as a general source of information. It is not intended to provide specific individual advice including, without limitation, investment, financial, 
legal, accounting or tax, or a recommendation to buy, sell or hold a security and should not be relied upon in that regard. Individuals should seek the advice of 
professionals, as appropriate, regarding any particular investment.

Guardian’s Sustainable Funds have ESG-related investment objectives, while other Guardian Mutual Funds and ETFs do not have ESG-related investment objectives. 
All Guardian Funds integrate ESG considerations into the investment analysis of all holdings within their respective portfolio. A Fund’s ESG characteristics and 
performance may change from time to time. Please review the Fund’s prospectus for details on how the Fund’s investment strategy incorporates responsible investing 
considerations and the associated risks and consult your financial professional prior to investing. 

Guardian Capital LP is a signatory of the United Nations-supported Principles of Responsible Investment (UN PRI). The UN PRI does not prescribe the exclusion of any 
particular type of company or industry; rather it requires that, as the Manager, we are informed on the ESG issues, and that we are comfortable with the activities and 
practices of the companies that we invest in. Guardian’s approach to responsible investing is consistent with the framework provided by the UN PRI. Our Responsible 
Investing policies are publicly available on our website at https://www.guardiancapital.com/investmentsolutions/responsible-investing. 

Responsible investing is an approach to investing that incorporates ESG considerations into investment decisions. This approach may incorporate considerations beyond 
traditional financial information into the investment selection process, which could result in investment performance deviating from other products with comparable 
objectives or from broad market benchmarks. 

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 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 document 
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. 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. Certain 
information contained in this document has been obtained from external parties, which we believe to be reliable, however we cannot guarantee its accuracy.

Please read the prospectus before investing. Important information about each Guardian Capital mutual fund is contained in its respective prospectus. Commissions, 
trailing commissions, management fees and expenses all may be associated with investments in mutual funds a Except as noted otherwise, the indicated rates of return 
are the historical annual compounded total returns including changes in unit value and reinvestment of all distributions and do not take into account sales, redemptions, 
distribution or optional charges or income taxes payable by any security holder that would have reduced returns. Performance is calculated net of fees. Mutual funds are 
not guaranteed, their values change frequently, and past performance may not be repeated.

Guardian Capital LP is the Manager of the Sustainable Funds.

Guardian Capital LP 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, the shares of which are listed on the Toronto Stock 
Exchange. For further information on Guardian Capital LP and its affiliates, please visit www.guardiancapital.com. All trademarks, registered and unregistered, are owned 
by Guardian Capital Group Limited and are used under license.

https://www.guardiancapital.com/investmentsolutions/responsible-investing
http://www.guardiancapital.com/
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