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For the most part, capital markets started off strong in 2026, led by 
non-US markets (a trend that began in 2025), only to be upended 
by the conflict in Iran that sent stocks, commodities, and bonds 
noticeably lower.  The outlier being Oil prices that moved 
significantly higher in response to the escalating conflict that 
effectively shut down close to 20% of the world’s production.  As 
we write this, the situation remains as clear as mud, with 
conflicting statements, threats, ultimatums and destruction 
dominating the narrative and solutions remain elusive.  Elsewhere, 
tariffs, rates, employment, and the Fed have taken a back seat, 
unfortunately, as these fundamentals appear very supportive of a 
continuation of the strength of the past couple years.  Against this 
backdrop the Jemekk Hedge Fund posted a positive quarter 
(+3.7%), in contrast to the S&P (-4.4%), Nasdaq (-7.0%) and the TSX 
(+3.9%), whose returns masked the significant volatility as the 
quarter played out post the start of the action in the Middle East.  
As a side note, once again, it is refreshing to see resource rich 
Canada outperform the US again as hard assets remain in vogue - a 
trend we expect to continue.

Exiting 2025 we held a positive view with respect to equity markets 
and wrote “we still expect 2026 to produce above average returns 
(although not to the extent of 2025).  Although valuations look a 
little stretched in the US, Canada has a lot of catch up to play (mid 
teen multiple) and should begin to get an increasing amount of fund 
flows, not only here at home via institutional allocation, but also 
globally as investors seek to capitalize on the resource theme and 
the recent pivot here at home to Build Canada.”.  As we stand here 
at the beginning of Q2 2026, none of that has changed.  If anything, 
our positivity has increased as valuations no longer look stretched 
(US market P/E has fallen to 19x from 23x), flows into Canada have 
improved, and most importantly earnings expectations are being 
revised higher. Although the risks of crippling tariffs, stubbornly 
high inflation, ballooning government deficits and a fractious 
relationship with the Fed have continued, the market remains 
resilient.  However, we now have to layer in the effects of higher 
energy prices, which, although not as significant as 20 years ago, 
remains a risk to global growth that increases every day the Strait 
of Hormuz remains effectively closed.  
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As mentioned, multiples have contracted to reflect this new 
environment, however earnings haven’t - something we are 
growing more concerned with as weeks turn to months in the 
conflict.  Rather than pontificate on military strategy, we do see an 
end to the conflict quickly (‘TACO’ Trade) and expect the impact to 
be towards the moderate side of outcomes.

At home, the backdrop for Canadian equities, already an 
outperformer to begin the year, has in fact improved.  All 
commodity prices moved higher in Q1, although metals took a big 
step backwards in March as the conflict threatened economic 
growth (Base Metals) and sellers emerged in Precious Metals as 
falling oil revenues forced governments to pare their stockpiles to 
feed budgets.  Further, the strong US dollar is rarely positive for 
resources (emerging markets), and this time has proved no 
different.  However we see this as temporary as we view the 
conflict as entering the “back nine” and has only increased the 
attractiveness of  REAL assets (Gold, Oil, Metals etc.) and we expect 
investors to re-continue the trend to buy these assets as they move 
away from the Mag 7, tech heavy US markets.  Pair this with 
multiples that remain low (Canada), and earnings growth that 
exceeds our neighbors to the south, hopefully you can see why we 
remain enthusiastic.

Within the Fund, we continue to build upon our four themes for 
2026; Defence, Build Canada, Resources and Healthcare.  The 
narrative around Defence is well known as Canada strives to meet 
newly established spending goals ($200 BILLION, or 5% of GDP by 
2035).  In Canada, where the majority of this money will be spent, 
options are limited but the Fund is well represented with long term 
holdings of MDA and RTX (written up last quarter) and a new 
position in CAE, written up below.  Likewise, our “Build Canada” 
theme continues to emanate as Canadians, are forced to turn 
inwards to boost our economy as the increasingly insular US 
continues to heavily tariff exports and the CUSMA negotiations 
drag on.  Plays on this theme in the Fund remain Exchange Income 
Fund (written up last quarter) and Telesat, a relatively new entrant 
to the Fund, discussed below.  
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This built-in regulatory cadence provides a stable, recurring    demand 
base that makes the segment inherently less cyclical. This is not 
discretionary spending — it is a legal requirement.
• Secular Pilot Shortage & Long-Term Training Demand: The Civil 

segment benefits from long-term secular growth factors, including 
rising global passenger traffic, mandatory pilot retirements, and 
the need to train over 280,000 new pilots over the next decade. 
With a record $8.8 billion adjusted Civil backlog, the outlook for 
civil aviation training solutions remains highly compelling, 
supported by strong and durable fundamentals. 

• Defense Up-Cycle & NATO Spending Surge: CAE is well positioned 
for long-term growth and enhanced profitability in Defense, 
supported by an adjusted backlog of $11.0 billion and a prolonged 
up-cycle driven by rising budgets across NATO and allied nations, 
many of which are now targeting spending levels approaching 5% 
of GDP. Escalating geopolitical tensions are driving demand for 
simulation-based readiness solutions across air, land, and naval 
platforms — exactly where CAE operates.

The entire Defence training and simulation complex is re-rating as 
allies invest in military readiness without proportionally expanding 
headcount, making simulation a cost-effective force multiplier. We 
like CAE for the above reasons and add that the company's two 
distinct segments — Civil and Defense — provide a complementary 
balance between a highly recurring, regulation-driven revenue stream 
and a long-cycle government backlog business now accelerating. With 
CAE's highly cash-generative business and the completion of a 
significant multiyear investment cycle, management expects 
continued growth in fiscal 2026 supported by higher margins and a 
strengthening balance sheet. At 12x EBITDA, we believe the company 
is not pricing in the material improvements we see unfolding over the 
next two years.   

In summary, we continue to pursue our four themes for 2026: 
Defence, Build Canada, Resources, and Health Care and view any 
weakness as opportunities to add.  Although we are cognizant of the 
risks, mainly geo-political concerns at this point, but not to be 
minimized are the risks represented by the Fed, the jobs markets and 
earnings.  However, we believe these are outweighed currently by 
valuations, flow of funds and the pivot point that Canada now finds 
itself in.  As such we remain towards the high end of our exposures, 
but the volatility experienced in March is good reminder of the need 
to stay nimble and liquid.

As always, we thank you for your continued support and look forward 
to communicating with you at the end of Q2. Please feel free to reach 
out to either of us below with questions/comments.

Gerard Ferguson: 1.416.662.2583
Rick Ummat: 1.416.777.4496

Thirdly, Resources, particularly Precious Metals, remain a significant 
weight, in fact larger now on the recent pullback, with new names 
Discovery Silver and a new emerger, Troilus Gold marking a shift for the 
Fund to move down cap and away from royalty companies favored over 
the past few years.  Finally, Healthcare - a theme that needs little 
background in an aging population, is a new focus for the Fund with a 
new name - Extendicare added in Q1.

As stated above, here we like to highlight new names to the portfolio, 
specifically Telesat and CAE;

Telesat Corporation (TSAT) – Canadian bred and based, Telesat is a 
leading global satellite operator that is shifting from legacy (GEO – think 
Direct TV) satellite constellations to a newer, cutting-edge LEO 
(Lightspeed) constellation focussed on Enterprise, Aviation, Maritime 
and Defense applications globally.

• The success, and near-term IPO ($2 TRILLION), of Elon Musk’s 
SpaceX has shone a light on the satellite industry and its’ commercial 
applications.  TSAT has a long history in space and clearly has the 
expertise, trading at a fraction of other players, and is a great 
alternative to the behemoth of US domiciled Starlink.

• A beneficiary of both the Build Canada and Defence themes, TSAT is 
set to be a big recipient of the increased Canadian government focus 
on supporting home-grown stories, as evidenced by the $3 billion 
loan and equity participation of the Federal and Ontario 
governments.

• A possible recapitalization via a debt renegotiation could unlock 
valuation upside, but this seems fleeting now as the stock has moved 
higher (as has the value of their debt).

• The emergence of the new Military market and bandwidth provides 
yet another avenue of significant upside, upon the launching of the 
constellation which is expected to be fully operational in 2028.

Although the stock has moved significantly in the first quarter since we 
added, we view the story as having substantial upside – albeit not 
without its risk.  The debt negotiation is an unknown at this point, but 
more importantly, launching a global satellite array has its own obvious 
risks, which are sure to come with some delays and setbacks.  As such 
the name remains an average size and will be added to on pullbacks if 
they are not reflective of the underlying fundamentals.

CAE Inc. (CAE) is a Canadian multinational simulation and training 
company headquartered in Montreal, Quebec. The company is the 
global leader in pilot training and flight simulation, serving civil aviation 
operators, defense forces, and healthcare customers across more than 
40 countries. Why we like it:

• Recurring Revenue Anchored by Regulation: The civil aviation 
business is underpinned by global regulatory requirements 
mandating recurrent training — typically every six months — for 
pilots and crew to maintain certification on each aircraft type.
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