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Homeward Bound

North American stock markets had an excellent 2025, making it a prosperous three-year stretch for equity
investors. Share prices for some of the most popular technology, financial, and consumer companies in
Canada and the U.S. have doubled (and more) since the end of 2022. Understandably, many now wonder
about the outlook for 2026 after such a wonderful run across the markets. Like a market, it has not been
all “wine and roses.” Beneath the surface, there have been pockets of weakness, perhaps not immediately
evident, but which still stand to offer potential gains once conditions improve.

One such area includes stocks related to housing markets. Press coverage of the weakness in U.S. and
Canadian housing markets is gathering momentum, but some might still be surprised at the magnitude of
the declines thus far. For example, in 2025, U.S. existing home sales fell to levels comparable to 1995,
while new condominium sales in Canada’s largest city fell to the lowest level since 1991. This weakness is
not specific to Toronto, as seen in the table below, showing 41,896 single dwelling starts across all
Canadian cities in 2025, which represent thirty-year lows in construction volumes.

Single Dwelling Starts in Canadian Cities

1995 2000 2005 2010 2015 2020 2025
58,279 74,365 93,994 74,244 57,739 46,909 41,896

Source: Factset, Canada Mortgage and Housing Corporation, urban centers with a population of 10,000 or greater

2025 Total Return, C$

S&P/TSX Composite Index! Canada Forest Products Canada Residential REITs

34.1% (24.6%) (6.5%)
Source: Factset, S&P/TSX Composite Index and subindustry groups

These conditions have impacted many Canadian stocks. Although 2025 was an exceptional year for the
TSX Composite Index, within it, shares of lumber producers and residential housing Real Estate Investment
Trusts (REITs) posted declines. The same trend was underway in U.S. stock markets, where falling share
prices for home improvement retailers and household durables companies contrasted with a healthy gain
across the S&P 500 Index?.

2025 Total Return, C$

S&P 500 Index U.S. Home Improvement Retail U.S. Household Durables

12.4% (12.5%) (8.1%)
Source: Factset, S&P 500 Index and subindustry groups
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Not surprisingly, these price declines reflect a list of investor concerns about housing: homeowners now
face higher rates for re-mortgaging, the pandemic immigration boom into Canada is now ebbing, and
overstretched property investors could potentially have to realize losses if forced to sell assets. While this
all sounds dour, the outlook for the impacted stocks from here could be much more uplifting. Share prices
for several well-managed Canadian and U.S. companies involved in housing have been significantly
reduced, and the headwinds facing the industry might well prove cyclical. In the meantime, many of these
companies pay healthy dividends, have well-regarded brands and the financial position to endure the
current market until conditions improve. This sets up housing-related investments as a prime area for
research consideration, since many are out of favour and at depressed prices, which can offer potential
wealth creation for the patient investor. Maybe it’s right to say there is no place like home.

Follow us on Linkedln and stay in the know.

" The S&P/TSX Composite Index is the benchmark Canadian index, representing roughly 70% of the total market capitalization on the Toronto Stock Exchange (TSX) with about

250 companies included in it.
2The S&P 500 is an index of 500 stocks designed to reflect the risk/return characteristics of the large-cap US equity universe.
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https://www.linkedin.com/company/guardian-capital-advisors/
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Guardian Partners Inc. (“GPI”) is providing, with permission, this market commentary, which was co-authored by
Guardian Capital LP (“GCLP”’) and GPI. GCLP is an affiliate of GPI, and is both a sub-advisor to certain GPl accounts
and the Advisor and Fund Manager to the GCLP investment funds offered to GPI clients.

This commentary is for general informational purposes only and does not constitute investment, financial, legal,
accounting, tax advice or a recommendation to buy, sell or hold a security. It shall under no circumstances 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 GPI.
This information is not intended for distribution into any jurisdiction where such distribution is restricted by law or
regulation.

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
were developed at a particular point in time. This information and commentary are 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 a 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 also associated with fixed-income securities. Diversification may
not protect against market risk, and loss of principal may result. This commentary is provided for educational purposes only. It
is not offered as investment advice and does not account for individual investment objectives, risk tolerance, financial situation
or the timing of any transaction in any specific security or asset class. Certain information contained in this document has been
obtained from external parties, which we believe to be reliable; however, we cannot guarantee its accuracy. These sources
include Bloomberg, Bank of Canada and National Bank Independent Network for the relevant periods cited in this
commentary.

GPI is a wholly owned subsidiary of Guardian Capital Group Limited, a publicly traded firm listed on the Toronto Stock
Exchange. GPI operates as Guardian Capital Advisors and Guardian Partners. All trademarks, registered and unregistered,
are owned by Guardian Capital Group Limited and are used under license.
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