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During the fourth quarter of 2025, IA Clarington QV U.S. Equity Currency Neutral Fund Series A returned 
6.3% in Canadian dollars ($CAD), versus 2.2% for the S&P 500 Index ($CAD Hedged). Within the S&P 500, 
top-performing sectors for the quarter included health care (+11.7%), communication services (+7.3%) 
and financials (+2.0%). Lagging sectors included real estate (-2.9%), utilities (-1.4%) and consumer 
staples (0.0%). 
 
The Fund’s relative outperformance in the quarter was driven by strong security selection within the 
consumer staples, information technology, industrials and communication services sectors. The Fund’s 
overweight sector position in health care was also a strong contributor. Weak selection within the 
consumer discretionary and health care sectors was a modest detractor from relative returns. Top 
individual contributors during the period included Alphabet Inc., Dollar General Corp. and Warrior Met 
Coal Inc. Top detractors included AutoZone Inc., Home Depot Inc. and Novo Nordisk AS. 
 
As at December 31, 2025, the Fund held 39 positions across nine market sectors with a cash balance of 
approximately 3.2%. During the quarter, we made net-weighting increases within the industrials, energy 
and health care sectors, while net trims were completed in the information technology and 
communication services sectors. We initiated on two new franchises, Old Dominion Freight Lines Inc. 
and Halliburton Co., and exited Aflac Inc. and Micron Technology Inc. 
 
Old Dominion Freight Lines is a best-in-class, less-than-truckload transport operator with a pristine 
balance sheet, exceptional profitability and a disciplined, service-led model that has consistently 
delivered industry-leading operating margins. While near-term freight weakness has pressured volumes, 
we believe this has created an attractive entry point to initiate a position in a high-quality franchise set 
to benefit from a cyclical recovery. Halliburton is a leading global oilfield services provider with a durable 
competitive position in North American well completions and a strong international presence. Its shift to 
a returns-focused operating model emphasizing capital discipline, technology adoption and shareholder 
returns has materially improved margins, return on capital employed, free cash flow, and balance sheet 
strength. At roughly 2.3x price-to-book value, shares traded well below long-term averages, offering 
attractive upside potential. 
 
During the quarter, we also increased weights in Centene Corp., Starbucks Corp. and Lennox 
International Inc. For Centene, a period of company-specific challenges and higher medical costs 
weighed on profits and valuation, but improving industry conditions and corrective pricing actions now 
point to a recovery, with shares trading near a trough valuation on normalized earnings. Starbucks is 
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showing early signs of stabilization in North America, with operational improvements supporting a 
return to positive same-store sales and earnings growth. Cyclical headwinds led to a pullback in Lennox’s 
valuation, providing an attractive opportunity to increase our exposure to this high-quality franchise. We 
also increased our sector exposure in consumer staples through additional purchases of Estée Lauder 
Cos. Inc. and Alimentation Couche-Tard Inc. 
 
These purchases were funded through trims and cash on hand. We also exited our positions in Aflac and 
Micron Technology. Although Aflac’s outlook remains constructive, with modest growth and steady 
buybacks and dividends, its valuation was stretched, resulting in low-single-digit expected returns over 
the coming years, well below the portfolio average. Micron’s valuation reached near 25-year highs, 
supported by demand for artificial intelligence (AI) and positive sentiment, reducing our future return 
outlook. Additional trims were completed in communication services (Alphabet), information 
technology (Applied Materials Inc.), consumer discretionary (AutoZone Inc., Ross Stores Inc.) and health 
care (Johnson & Johnson), where strong share price appreciation also moderated our return outlook for 
these stocks. 
 
AI-driven optimism around productivity, economic growth and equity markets, supported by elevated 
fiscal stimulus and expectations of further interest-rate cuts (despite persistent inflationary pressures), 
may continue to produce above-average index returns in the near term. However, today’s valuation 
starting point, for a market that is highly concentrated and “priced for perfection” with investor 
sentiment that is increasingly dislocated from deteriorating underlying fundamentals, suggests there 
remains little margin for error. 
 
Against this backdrop, we continue to employ a risk-managed and disciplined approach to stock 
selection. The portfolio offers differentiated equity exposure, with an emphasis placed on businesses 
where downside risk is mitigated by undemanding valuations, balance-sheet strength and durable 
business models. We continue to identify both new and incremental opportunities without sacrificing 
overall portfolio quality. These include resilient franchises with visible earnings growth, as well as select 
cyclicals trading at discounts that offer favourable risk-reward profiles. In many cases, these companies 
are out of favour owing to near-term industry headwinds (Old Dominion Freight Lines, Alimentation 
Couche-Tard, Lennox) or face discrete, identifiable and solvable company-specific issues (Starbucks, 
Novo Nordisk, Estée Lauder). We believe this disciplined, flexible approach positions the Fund to 
outperform despite a broadly constrained market return outlook. 
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Fund and benchmark performance as at December 31, 2025 

1-year 3-year 5-year 10-year 

IA Clarington QV U.S. Equity Currency Neutral Fund - Series A 10.5% 11.7% 11.8% 6.6% 

S&P 500 Index (CAD Hedged) 15.9% 21.4% 13.2% 13.5% 

 

For definitions of technical terms in this piece, please visit iaclarington.com/glossary and speak with your investment 
advisor. 

This Fund changed its name from IA Clarington U.S. Equity Currency Neutral Fund, effective June 16, 2025. 

The performance data comparison presented is intended to illustrate the Fund’s historical performance 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 500 Index (CAD 
Hedged) includes 500 leading companies in leading industries of the U.S. economy and is widely regarded as the 
best single gauge of the U.S. equity market. The Fund’s market capitalization and sector exposure may differ from 
that of the benchmark. The Fund’s currency risk exposure may differ from 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. Effective May 30 2019, the 
sub-advisor of the Fund was changed from Sarbit Advisory Services Inc. to QV Investors Inc., and the Fund’s 
investment strategies changed. 

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. 

A mutual fund's "yield" refers to income generated by securities held in the fund’s portfolio and does not 
represent the return of or level of income paid out by the fund. 

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. 

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 

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