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Market Overview 
It was a strong quarter for the S&P TSX with eight of eleven sectors in the green. Against a backdrop of 
easier global policy, unresolved geopolitical and trade risks, and lingering debate about peak liquidity, 
the price of gold remained well supported. As a result, the materials sector led the charge higher again 
this quarter while financial and consumer discretionary sectors also posted double-digit returns. 
Weakness was seen in the real estate, communication services, and industrials sectors, though these 
collectively make up less than twenty percent of the index. 

The Bank of Canada (BoC) lowered its overnight rate by 25 basis points in the quarter, with the rate now 
sitting at 2.25%. This is at the lower end of the neutral range and the BoC has said the current policy rate 
is at about the right level. Economic growth came in better than expected in Q3 but largely reflected 
trade volatility and demand that has not improved. Inflation has evolved largely as the Bank expected 
with upward pressures contained so far. There were encouraging signs in the recent job reports, but 
company surveys indicate muted hiring intentions. Lastly, the BoC highlighted continued uncertainty with 
the unpredictability of U.S. trade policy and the upcoming USMCA review. 

The Canadian budget was also announced, with potential long-term implications for both growth and 
inflation (and therefore monetary policy). The deficit is projected to be 2.5% GDP in 2026, falling to ~1% 
of GDP over the next few years. Importantly, future deficits are touted to be a result of infrastructure 
spending rather than program spending. A return to fiscal discipline and productive infrastructure 
investments would be a major positive for future economic growth and Canadian investment returns. 

Performance Summary  

The portfolio underperformed the benchmark in the quarter with our underweight to gold mining stocks 
accounting for the majority of the portfolio’s underperformance.  

Exposure to Constellation Software and its related spinoff Topicus also detracted from returns. 
Underlying earnings, particularly at Topicus, were strong again this quarter, but the stocks have re-rated 
lower on continued concerns that AI developments will negatively impact their software product 
offerings. We continue to think that on the balance of probabilities, the criticality of the software they 
provide customers and large remaining growth from acquisition runway provide compelling reasons to 
hold both stocks and we made small adds to both positions towards the end of the quarter as the 
valuations came down.   

Engineering consulting firm Stantec’s stock pulled back to at quarter’s end after a strong 2025. The 
company posted double-digit top-line expansion while its backlog hit a new high but concerns around a 
potential slowdown in U.S. government related contracts weighed on the stock.  

The two biggest areas of strength in the portfolio over the quarter were financials and our two Caterpillar 
dealers.  
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TD Bank, Royal Bank, and Bank of Nova Scotia were all top contributors to portfolio returns as robust 
revenue growth was driven by wealth and capital market segments. The steepening yield curve relative 
to the start of the year continued to be a positive for bank earnings. Expenses rose by less than revenues, 
leading to positive operating leverage. On credit metrics, provisions ticked up slightly but were well within 
the expected range.  Of note for TD Bank, following bank earnings we had the opportunity to connect 
with the bank’s chief risk officer. He highlighted the cultural shift he has observed since Ray Chun took 
on the CEO role, noting he is pushing for simpler processes, fast execution, and fewer layers of 
reporting—all positive developments if well executed. 

Caterpillar equipment dealers Finning and Toromont both reported strong growth acceleration in their 
higher margin product support segments and saw positive operating leverage. While we continue to hold 
both stocks at meaningful weights, we trimmed both in the quarter to reflect their higher valuations and 
risks from the construction slowdown in Canada.  

2025 was an excellent year for absolute returns for the strategy. However, on a relative basis, the 
strategy was more challenged largely because of the previously mentioned underweight to gold stocks. 
This is an underweight we continue to be comfortable with but also one we have reduced the magnitude 
of throughout the year as geopolitical uncertainty, de-dollarization, fiscal indiscipline, central bank gold 
purchases, and falling interest rates all provide a supportive backdrop for gold. We have mostly focused 
on gold-related companies that have differentiated and relatively lower risk business models than more 
capex and opex heavy miners. The portfolio now owns four gold-related stocks and, in our assessment, 
this basket approach provides important diversification. Each company has a pristine balance sheet and 
under a wide range of prices, we find they are all likely to remain highly profitable.  

The portfolio was well prepared for and did exceedingly well through the early year tariff-related 
concerns and required few adjustments during that period. We like the balance in the portfolio today and 
feel well-prepared for a range of possible outcomes in 2026. 

Looking Ahead  

As 2025 closes, investors find themselves confronting a familiar blend of optimism and doubt. The 
powerful combination of AI innovation, continued fiscal largesse, and gradually easing monetary policy 
has sustained both growth and market confidence longer than many thought possible. We should also 
give credit to management teams, who have generally navigated the uncertainty of the past year with 
incredible aplomb.  

Yet, beneath the surface, the contours of this expansion are being rewired. While the rules-
based global order that has presided since the end of World War II has been slowly waning for some 
time, the events of early 2026 remove any doubt that we are now in a very different geopolitical era. 
Nineteenth century concepts of spheres of influence, mercantilism, and power dynamics are much 
more germane than free trade agreements, multilateral institutions, or the presumption of ever-deeper 
integration. Trade is increasingly being rerouted through trusted corridors, policy is being used 
explicitly to steer capital for strategic intent, and supply chains are being redesigned not just for 
efficiency, but for resilience and control.  
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For investors, this shift matters less as a source of headline risk and more as a structural re-pricing of 
advantages and vulnerabilities, albeit likely toward higher risk premia overall. But in important ways, 
this environment plays to the strengths of genuinely long-term, bottom-up investors. A world of rewired 
trade routes, politicized supply chains, and uneven AI adoption is also a world in which differences in 
management quality, balance sheet discipline, governance, and capital allocation matter more, not less. 
Underneath, the fundamental questions remain surprisingly stable: Can this business sustainably create 
wealth by virtue of competitive advantages? Is it run by responsible stewards who can adapt to shifting 
fault lines accordingly? Are we being compensated for the risks we are taking? And, is my overall 
portfolio resilient to a wide range of scenarios?  

In a more contested and complex global order, there’s a balancing act between patience and 
agility. Enduring results will come from patience anchored in first principles, paired with the agility to 
respond as facts evolve. Markets are sure to present us with surprises in 2026 and beyond, but 
genuine wealth creation has a reliable way of asserting itself over the long term.  

 

Performance Summary1 (%) 
As of December 31, 2025 

 3-Mo YTD 1-Yr 3-Yr 5-Yr 10-Yr Since Inception2 

FUND 3.5 17.8 17.8 14.9 12.1 9.6 9.5 

BENCHMARK 6.3 31.7 31.7 21.4 16.1 12.7 9.3 

Calendar Year, as of December 31: 

 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 

FUND 15.8 8.7 -9.8 20.7 2.7 23.7 -5.6 9.4 17.7 17.8 

BENCHMARK 21.1 9.1 -8.9 22.9 5.6 25.1 -5.8 11.8 21.7 31.7 
1Performance figures are net of management fees and operating expenses. Periods greater than one year are 
annualized. Performance figures are in Canadian dollar terms.  
2Mawer Canadian Equity Fund Series A Inception: June 3, 1991 

 
Disclaimer 
Opinions and Forecasts: 

This report includes certain statements that are “forward looking information” or “forward looking statements” 
(collectively, “forward looking information”) within the meaning of applicable securities legislation. All statements, 
other than statements of historical fact, included in this report that address activities, events or developments that 
the portfolio advisor, Mawer Investment Management Ltd., expects or anticipates will or may occur in the future, 
including such things as anticipated financial performance, beliefs, plans, goals, objectives, assumptions, 
information and statements about possible future events, conditions, results of operations, are forward looking 
information. The words “may”, “could”, “would”, “should”, “believe”, “plan”, “anticipate”, “expect”, “intend”, 
“forecast”, “objective”, “will” and similar expressions are intended to identify forward looking information. Undue 
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reliance should not be placed on forward looking information.  Forward looking information is subject to various 
risks described in the Simplified Prospectus, uncertainties, and assumptions about the Fund, capital markets and 
economic factors, which could cause actual results to vary and in some instances to differ materially from those 
anticipated by the portfolio advisor and expressed in this report. Material risk factors include, but are not limited to, 
general economic, political and market factors in North America and internationally, interest and foreign exchange 
rates, global equity and capital markets, business competition, technological change, changes in government 
regulations, unexpected judicial or regulatory proceedings, and catastrophic events.  The foregoing list of risk 
factors is not exhaustive. 

All opinions contained in forward looking information are subject to change without notice and are provided in good 
faith and are based on the estimates and opinions of the portfolio advisor at the time the information is presented. 
The portfolio advisor has no specific intention of updating any forward looking information whether as a result of 
new information, future events or otherwise, except as required by securities legislation. Certain information about 
specific holdings in the Fund, including any opinion, is based upon various sources believed to be reliable, but 
cannot be guaranteed to be current, accurate or complete and is subject to change without notice. 
 
Benchmarks: 

FUND BENCHMARK 

Mawer Canadian Equity Fund S&P/TSX Composite Index 

Performance Disclosure and Requirements:  

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 
investments. Please read the fund facts and the prospectus before investing. 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, redemption, distribution or optional charges or income taxes payable by any 
securityholder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently 
and past performance may not be repeated. Mawer Funds are managed by Mawer Investment Management Ltd.  

The Funds mentioned in this document are not registered with the United States Securities and Exchange 
Commission and they are sold in the United States only in reliance on exemptions from registration.  


