
 

 

IA Clarington QV Canadian Small Cap Class 

Manager Commentary – Q2 2026 

IA Clarington QV Canadian Small Cap Class invests substantially all of its assets in units of IA Clarington QV 
Canadian Small Cap Fund (“the Reference Fund”). Its performance therefore largely reflects the performance 
of that fund. All reference made to “the Fund” hereinafter reflects a discussion of the portfolio holdings and 
characteristics of the Reference Fund. 

IA Clarington QV Canadian Small Cap Class Series F returned 7.5% in the second quarter, outperforming the 
S&P/TSX Small Cap TR Index, which returned 5.9%. The Fund’s absolute and relative performance were 
strong this quarter but still lagged over the past year (26.5% vs. 57.2% for the benchmark), while longer-term 
returns remain favourable (4.2% relative annualized outperformance over 15 years). 

Second-quarter volatility echoed that of the first. A rally through the end of May carried the benchmark up 
22.8% before a 4.0% decline in June, as de-escalation in the Middle East eased commodity prices and 
triggered a sell-off in energy. Consistent with its historical pattern, the Fund provided meaningful downside 
protection through the reversal, returning +1.8% in June. 

Energy was the largest sector detractor from returns last quarter, but was the largest contributor this quarter. 
The Fund’s lower relative exposure to the sector, together with an allocation toward more defensive names 
that are less sensitive to the commodity price, drove relative outperformance. This was partially offset by the 
information technology sector, where a single benchmark holding, BlackBerry Ltd., accounted for nearly 45% 
of the benchmark's quarterly return as enthusiasm for real-world artificial intelligence (AI) applications nearly 
quadrupled the stock price — mirroring moves across other AI- and semiconductor-related pockets of the 
market. 

The Fund’s top contributing investments in the quarter were Aritzia Inc., Mullen Group Ltd. and Knight 
Therapeutics Inc., while the main detractors were Pet Valu Holdings Ltd., Stella-Jones Inc. and Headwater 
Exploration Inc.  

SECURE Waste Infrastructure Corp. and Information Services Corp. received takeout offers at 23% and 55% 
premiums, respectively. It is encouraging to see value being reflected in portfolio holdings in-line with our 
investment theses, but we are also mindful that the Canadian small-cap universe is shrinking as takeouts 
accumulate. The team, however, continues to find compelling opportunities to allocate capital towards, with 
the goal of improving collective risk/reward and diversification. 

The Fund added to its position in Stantec Inc., an engineering consulting company that, along with its peers 
and other consulting companies, has seen its valuation re-rate lower from concerns that artificial intelligence 
will disintermediate knowledge workers resulting in less volume of work and less pricing power. The evidence 
to date runs the other way: organic growth remains strong, productivity and margins are improving, and they 
are generating incremental revenue from AI tools developed in-house. While we acknowledge the risk in 
more commoditized engineering work, Stantec is largely involved in the world’s most complex engineering 
projects, and has the scale to invest in AI capabilities that benefit its clients, an advantage we expect to 
support market share and growth over time. 
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The Fund opportunistically added to Stella-Jones and Pet Valu as they reported weaker quarters that we do 
not believe derail our long-term theses on these businesses. This was partially funded by a trim of Aritzia as 
an expansion of multiples has made the risk/reward less compelling. 

The Canadian consumer entered 2026 in a fragile position, and the quarter added further pressure through 
higher oil prices. While tensions in the Middle East remain highly uncertain, the consumer remains stretched 
with inflationary pressures that may persist, soft-but-stable unemployment trends, and household balance 
sheets that are extended. In contrast, the upticks we have seen in government spending into areas like 
energy and defense, and from foreign investors that see the value in Canadian markets, give us reasons to 
be optimistic about the economy and underlying investment environment. 

We believe the Fund is well positioned to benefit both directly and indirectly from nation-building activity, with 
exposure across the energy value chain in production (Headwater Exploration Inc.), servicing (Pason 
Systems Inc.), royalty (PrairieSky Royalty Ltd.), fuel distribution (SunocoCorp LLC), and processing and 
export (AltaGas Ltd.); in defence (Calian Group Ltd. and Evertz Technologies Ltd.); and in industrials 
spanning engineering consulting (Stantec) and logistics (Mullen Group). These economic tailwinds may 
benefit part of the Fund, but the core is still made up of resilient companies that we believe will perform well 
across a variety of macroeconomic outcomes. The resilience is grounded in a margin of safety across 
valuation, quality and balance sheet. Relative to the index, the Fund is roughly 8% cheaper on estimated 
P/E, carries a materially higher 4-year ROE, and holds approximately 7% lower long-term debt to equity. 
 

Fund and benchmark performance 
as at June 30, 2026 

Q2 2026 1-year 3-year 5-year 10-year 

IA Clarington Canadian Small Cap 
Class - Series F 7.5% 26.5% 19.8% 13.6% 11.0% 

S&P/TSX SmallCap Index 5.9% 57.2% 30.3% 15.0% 11.1% 
 

 
 
For definitions of technical terms in this piece, please visit iaclarington.com/glossary and speak with your investment advisor.  
 
Series F securities are available only to investors participating in fee based advisory programs through their dealer. No sales charges apply when 
investing in Series F. iA Clarington does not pay ongoing trailing commissions to dealers for Series F and therefore are not embedded in the 
Management Expense Ratio (MER). Instead, investors pay an explicit dealer advisor fee for investment advice and related services. Any 
differences in performance between fund series are primarily due to differences in fees and expenses, as described in the fund’s prospectus.The 
performance data comparison presented is intended to illustrate the Fund’s historical performance as compared with historical performance of 
widely quoted market indices. There are various important differences that may exist between the Fund and the stated indices that may affect the 
performance of each. The S&P/TSX SmallCap Index provides an investable index for the Canadian small cap market. It includes common stock 
and is calculated in real-time. To be eligible for inclusion in the index, the float-adjusted market capitalization and the total company market 
capitalization of a security must represent a minimum weight of 0.005% and maximum weight of 0.08% of the float and total market capitalization 
of the S&P/TSX Composite at the stock level on the reference date, based on the volume weighted average price (VWAP) of the security on the 

https://iaclarington.com/compliance-regulatory/glossary


 

 

IA Clarington QV Canadian Small Cap Class 

TSX over the last 10 trading days prior to the reference date. For the Fund’s investment purposes, companies with a market capitalization of less 
than C$ 3 billion are considered to be smaller capitalization companies. The Fund’s sector and geographic exposure may differ from that of the 
benchmark. The Fund’s currency risk exposure may be different than that of the benchmark. The Fund may hold cash while the benchmark does 
not. It is not possible to invest directly in market indices. The performance comparison is for illustrative purposes only and does not imply future 
performance.  
Indicated mutual fund rates of return include changes in share or unit value and reinvestment of all dividends or 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. 
Returns for more than one year are historical annual compounded total returns while returns for one year or less are cumulative figures and are 
not annualized.  
The information provided should not be acted upon without obtaining legal, tax, and investment advice from a licensed professional.  Statements 
by the portfolio manager or sub-advisor represent their professional opinion and do not necessarily reflect the views of iA Clarington. Specific 
securities discussed are for illustrative purposes only and should not be considered a recommendation to buy or sell. Mutual funds may purchase 
and sell securities at any time and securities held by a fund may increase or decrease in value. Past investment performance may not be 
repeated. Unless otherwise stated, the source for information provided is the portfolio manager. Statements that pertain to the future represent the 
portfolio manager’s current view regarding future events. Actual future events may differ. Future-looking statements are not guarantees of future 
performance and involve risks and uncertainties. Actual results may differ. Opinions may change as market conditions or other factors evolve. 
Commissions, trailing commissions, management fees, brokerage fees and expenses all may be associated with mutual fund investments, 
including investments in exchange-traded series of mutual funds. The information presented herein may not encompass all risks associated with 
mutual funds. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently, and past 
performance may not be repeated.  
Trademarks displayed herein that are not owned by Industrial Alliance Insurance and Financial Services Inc. are the property of and trademarked 
by the corresponding company and are used for illustrative purposes only.  
The iA Clarington Funds are managed by IA Clarington Investments Inc. iA Clarington and the iA Clarington logo, iA Wealth and the iA Wealth 
logo, and iA Global Asset Management and the iA Global Asset Management logo are IA Clarington QV Canadian Small Cap Fund trademarks of 
Industrial Alliance Insurance and Financial Services Inc. and are used under license. iA Global Asset Management Inc. (iAGAM) is a subsidiary of 
Industrial Alliance Investment Management Inc. (iAIM). 
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