
environment that had favored resources and precious metals. We 
anticipate this playing out: our net long exposure (+70%) and sector 
positioning (overweight Precious Metals) remain largely unchanged, 
with the notable exception that some of our index hedging has 
rolled off; which we are awaiting signs of stress before layering that 
insurance back in. 

Within the Fund, as mentioned, rising rates weighed on our 
Precious Metals trade (18% weighting), as gold prices fell 14%, 
which translated into the expected leveraged move in the related 
equities (Gold Equity ETFs down closer to 20%). As a result, much of 
our negative contribution came from this group, as Agnico, Alamos, 
and Equinox were down in sympathy; although each had its own 
short-term issues in the quarter, the theme and the names remain 
core holdings in the Fund (more on this below). By far, however, the 
largest drag on performance was index hedging, particularly on the 
US side, as the insurance the Fund carried against the risks listed 
above proved costly and, although reduced currently, will remain a 
tactical hedging tool going forward. On the positive side, three of 
the Fund's four 2026 themes — Defence, Build Canada, Health Care 
and Resources — played out as expected in the quarter, with the 
strongest contributions coming from MDA Space, Telesat (written 
up last quarter), Extendicare (a newer name discussed below), and 
Troilus (one of the few Resource contributors). We remain 
committed to these themes and expect the laggard, Resources, to 
return to the contributor it was in Q1 2026.

Here we revisit one of our themes (Golds) to assess whether it still 
warrants an overweight, and highlight a new name (EXE), as we 
typically do;

Precious Metals, a focus of the Fund for the past four years, showed 
signs of stress this quarter as a result of rising rates; however, we 
remain committed for the following reasons:

• Continued US dollar debasement – Central banks' shift away 
from US dollars in favor of gold reserves continued this quarter, 
as countries favored physical holdings over USD amid the 
continued ballooning of the US deficit and balance sheet. 
Although some liquidation occurred (partly reflecting central-
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* Benchmarks quoted in Total Returns

After a fairly rocky Q1 for capital markets (Canada being an 
exception), markets came storming back in Q2 in the face of ever-
increasing geopolitical risk (Iran), rising rate/inflation concerns, 
and growing scrutiny of the massive capital buildout driving the 
Artificial Intelligence revolution. The US (S&P 500 +15.2%) posted 
its best quarter in six years and was even outpaced by the tech-
heavy Nasdaq (+21.6%), as a broadening rally lifted the index 
despite limited contribution from the typical Mag-7 names. Back 
at home, after healthy outperformance in Q1, the S&P/TSX (+7%) 
lagged its US peers, as negative exposure to rising rates 
(Materials) and Energy (the second-worst-performing sub-sector 
in Q2) could not offset the extremely strong contribution from 
Financials/Banks (+24.7%). Against this backdrop, although 
posting a positive quarter again, the Jemekk Total Return Fund 
(+0.2%) did not keep pace, as hedging weighed particularly 
heavily on performance and our typical lack of Bank exposure 
proved too conservative. More on this below.

Exiting a strong Q1 for Canada and the Fund, against a difficult 
backdrop of Iran, rising rate/inflation concerns, and continued 
tariff tantrums, we had remained fairly bullish, running exposures 
relatively high (70% net long) on the view that many of the 
prevailing risks would prove transitory. The magnitude of the US 
rally certainly surprised us, as the Iran conflict dragged on and 
rates continued to creep higher in the face of ever-improving 
economic data — typically a negative for emerging and resource-
heavy markets, as it tends to strengthen the US dollar. In fact, 
stronger rates were the primary driver of the TSX's relative 
underperformance (Materials -12%, Energy -6%), alongside its 
relative lack of Technology exposure (again, the Nasdaq was 
+21.6%). Within the quarter — particularly in June — we saw 
significant rotation and volatility beneath the surface, as rates 
peaked (10-year yields hit 4.67% before easing to 4.40%), the Iran 
conflict continued to seesaw, and investors began to question the 
economics of the massive AI spend. As the quarter ended, we 
began to see an early shift back toward our HALO trade (Heavy 
Assets, Low Obsolescence), which rising rates had temporarily 
interrupted. As Q3 begins, the first signs of labor-market 
softening emerged, which, combined with a more dovish Fed 
under new Fed Chair Kevin Warsh, could signal a return to the Q1
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bank selling to offset falling oil revenues), we believe the larger concern 
around rising rates is overdone: the US economy is showing early signs 
of labor-market softening, which should give the Fed room to ease, and 
falling market rates (10-year yields) are typically a leading indicator of 
that shift.

• Flow of Funds – One of our long-standing theses is the flow of funds 
into the space, not only from central banks but also from 
institutional and retail investors. Institutions are still in the early 
stages of allocation (funds, Tether, corporations) and should 
continue at the pace seen through 2025 and early 2026, as the 
underlying fundamentals remain similar. While North American 
retail investors quickly moved to liquidate as prices rolled over, 
international flows remained strong, particularly from Asian retail 
buying gold as a store of value as their traditional holdings (real 
estate) continue to weaken.

• Rates/Inflation – The largest short-term driver of prices is rates (a 
derivative of inflationary expectations). The US economy has 
continued to post better than expected performance over the past 
year, particularly with respect to the labor market. Although we 
don't foresee a labor recession, recent data suggests a slowdown, 
which, combined with falling energy prices, should give the Fed 
room to begin lowering rates — albeit not until 2027. This has been 
the most significant drag on prices, and we see the shift beginning to 
occur in real time.

For these reasons, and more, we remain invested in the sector (18% 
weight) and look for improvement in the second half of 2026, as 
expectations of an improving 2027 environment take hold. As 
mentioned last quarter, the Fund has begun repositioning down-cap, 
increasing exposure to mid-tier names and away from streamers and 
seniors. 

Extendicare Inc. (EXE) is a Canadian senior care company 
headquartered in Markham, Ontario, operating long-term care homes, 
home health care (ParaMed), and managed/group purchasing services 
(SGP) across Canada — a network of 99 LTC homes, ~13.5 million home 
care hours delivered annually, and purchasing services covering 
~152,000 beds.

Why we like it:

• Structural Demographic Tailwind: Canada's 85+ population is 
growing ~4% annually through 2051, giving Extendicare a multi-
decade, near-guaranteed volume driver across its care segments.

• Home Health as the New Growth Engine: Home health ADV grew 32.7% 
y/y, with segment revenue up $47mm to $205mm and adjusted NOI 
margin expanding 300bps to 13.3% — growth with operating leverage, 
not margin dilution. Management has actively consolidated the space 
via the $570mm CBI Home Health acquisition plus Closing the Gap and 
nine Class C LTC homes.

• Diversified, De-Risked Revenue Mix: Home health now 
contributes 41.3% of adjusted NOI, LTC 44.1%, and managed 
services 14.7% — spreading reimbursement/regulatory risk across 
three streams while preserving the government-backed 
defensiveness investors value.

• Financial Momentum + Insider Confidence: Q1 2026 adjusted 
EBITDA rose 52.2% y/y to $44.2M; net income rose 171% to 
$40.7M. The balance sheet was reset with a $450mm senior notes 
issuance and a 5% dividend hike. Insiders have been net buyers, 
usually a bullish signal.  

We like Extendicare for the above reasons and add that its evolution 
from a single-segment LTC operator into a diversified national care 
platform gives it multiple growth levers while retaining defensive, 
government-backed cash flows. The key risk to watch is labour — a 
current province-wide rally over staffing and wages could pressure 
costs. Still, with revenue forecast to grow 13% annually (vs. 10% for 
the sector) and in the center of a secular growth theme, we think the 
re-rating from sleepy dividend payer to compounding growth and 
income story has further to go.

As we stand at the beginning of Q3 2026, we remain positively 
disposed toward higher equity weights. Earnings expectations 
continue to rise, inflation is expected to trend lower, and flows into 
Canada should boost the attractiveness of Canadian equities in the 
second half of 2026, mirroring the environment in Q1. That said, we 
remain mindful that risks are still elevated — not just geopolitical 
(Iran, the US midterms in November, and the long-running 
Russia/Ukraine conflict), but also on the market fundamentals side. 
Although valuations look attractive (US markets at 20x P/E, TSX closer 
to 15x), that lower multiple has been driven by strengthening 
earnings expectations — typically a good sign. However, the vast 
majority of those increased expectations have been AI-capex driven, a 
relatively new phenomenon that has yet to be tested. We remain 
intensely focused on these risks and won't hesitate to increase or 
reestablish the hedged positions that weighed on Q2 but continue to 
serve as a valuable source of insurance.

As always, we thank you for your continued support and look forward 
to communicating with you at the end of Q3. 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

Forward-looking Statements: The information contained in this transcript may include estimates, projections and other “forward looking statements”, which are generally expressed in the future 
tense, or using words such as “expect”, “anticipate”, “believe” or “may”, whether or not they are expressly identified as forward looking statements. Any such statements pertaining to our 
investment products were based on assumptions that we believed to be reasonable at the time, but which may prove to be incorrect. As a result, any forward looking statements may prove to be 
incorrect and actual performance may differ materially from that predicted in any forward-looking statements. The opinions expressed herein reflect those of the individual portfolio manager. These 
opinions are subject to change at any time based on market or other conditions, and Jemekk Capital Management disclaims any responsibility to update such views. These opinions may differ from 
those of other portfolio managers or of Jemekk Capital Management as a whole. The information and material presented herein are for information purposes only and not to be used or construed as 
a public offering, an offer to sell or the solicitation of an offer to buy any securities, which may only be made pursuant to a prospectus. Commissions, trailing commissions, management fees and 
expenses all may be associated with investment funds. Please read the prospectus before investing. The indicated rates of return are the historical annual compounded total returns including 
changes in share value and reinvestment of all dividends and do not take into account sales, redemption, distribution or optional charges or income taxes payable by any security holder that would 
have reduced returns. Investment funds are not guaranteed, their values change frequently and past performance may not be repeated. Comparisons to indices and other benchmarks are inherently 
unreliable indicators of future performance. Jemekk Total Return was previously managed by Jemekk Capital Management Inc. (April 2008-February 2014) and Front Street Investment Management 
Inc. (February 2014-Oct 16, 2015).
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