
 

 
 

  
 
 
 
 

Our Market View in Summary                   May 2026 

 
The negativity hasn’t gone away — if anything, it’s gotten louder. Recent conversations 
in our world have started with “A crash is coming, right?” or similar emotions in recent 
weeks. We take that seriously, but we also know what broad pessimism has historically 
signaled: a tendency for markets to disappoint the crowd. Canada did register two 
consecutive quarters of mildly negative GDP growth, but degree matters — this is a 
slight contraction, not a structural collapse. The old investing cliché is relevant, “the 
stock market is not the economy.” It’s looking forward, and what it’s seeing is companies 
managing costs well, earnings estimates moving higher, and a nation-building 
infrastructure pipeline that should provide a meaningful tailwind in the months ahead. 

 
Key Highlights: 

 The Canadian banks are trading at new all-time highs, driven by consistently 
rising earnings estimates — despite soft domestic real estate, weak GDP growth, 
and ongoing tariff concerns. Their global operations and wealth management 
businesses have provided meaningful insulation. 

 The “software is dead” narrative showed meaningful signs of softening in May, 
with select names staging sharp reversals — though the recovery was uneven, 
with AI disruption fears resurfacing in the exchange and data provider segment. 

 Trucking and transport names benefited from the US crackdown on illegal trucking 
operations, pushing spot rates higher and creating a tailwind for rails as freight 
becomes more competitive on a relative cost basis. 

 Semiconductors are up approximately 66% year-to-date and are now trading at 
20-year valuation highs. A near-term pause in that sector could catalyze a healthy 
rotation into other parts of the market. 

 
Near-Term Outlook: 

 Earnings estimate revisions remain the primary price driver — as long as 
companies keep raising estimates, the market has a foundation to move higher 
even against a muted domestic backdrop and persistent negative sentiment. 

 The Iran conflict continues to maintain a political risk premium in oil prices — an 
environment that supports attractive cash flow yields for energy producers 
without the demand destruction that a sharp oil price spike would trigger. We see 
this as a constructive setup with a long runway. 

 Dividend growth equities quietly delivered strong results in May across a 
diversified mix of sectors — a reminder that the loudest parts of the market aren’t 
always the most productive ones. 

 
We’re not ignoring the negatives — real estate is soft, purchasing power is being 
squeezed, and the Iran backdrop keeps things uncertain. But when we weigh those 
against rising earnings estimates and a basket of improved economic data points, it 
keeps us more positive than negative, and the trading action in the market is telling a 
more constructive story than the headlines suggest. We remain cautiously optimistic 
about the balance of 2026. 
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May 2026 

Fellow Palisade Investors and Friends, 
 
Please find attached our May 2026 Monthly Update, which includes the Fund Fact Sheets for the 
Palisade Funds and commentary regarding the Palisade Wealth Management model portfolios. This 
month’s client conference call is scheduled for Thursday, June 11th at 11am MT. The Teams 
Meeting details will be provided the morning of the call. In conjunction with this call, we will be emailing 
out a presentation that contains data and charts to further detail our thought process and outlook. 
We look forward to speaking with you then and answering any questions you may have.  
 
All Fund performance figures are shown net of fees and expenses and include changes in security values and distributions paid. Palisade Vantage 
Fund performance figures include the reinvestment of distributions. The Palisade Vantage Fund currently pays a regular quarterly distribution of 
$0.11 per unit, or $0.44 per unit per year. The Palisade Select Fund and Palisade Horizon Fund pay irregular annual distributions for years in 
which taxable net income is positive. 
 
MARKET COMMENTARY  
 
We continue to see a fair amount of news headline negativity as well as concern within our own circle 
of friends and family. We’ve had a few random discussions that start off with the words “So, a crash 
is coming, right?” or “We’re totally headed for a recession, obviously” which clearly shows the state 
of mind for at least a small but meaningful portion of the investing public. While it’s tough to use 
conversations like this as a specific timing indicator for investment decisions, on a broad basis it 
usually makes sense to take the opposite side of the trade from the general public sentiment. There 
continues to be enough negative sentiment out there that we think markets can continue higher 
through the balance of the year. 
 
Now, you might read that paragraph and say “But I saw on the news that Canada has had two 
consecutive quarters of negative GDP growth, so we actually are in a recession, right?” To that point 
we would say that yes, that is true, but it’s critical to consider the degree to which this recession is 
occurring (at this point it is very slight, with GDP down 0.1% last quarter), and more importantly we 
have to focus on the old investing adage that “the stock market is not the economy.” Long-term, we 
clearly need economic growth to drive stocks higher but in the shorter term the stock market is looking 
forward and assuming better data ahead. Companies are managing costs in their individual businesses 
to improve profitability, even if the broader growth environment isn’t as robust and importantly, in 
Canada, many of our largest companies don’t rely on the domestic market to drive growth. Oil 
companies, technology companies and even the Canadian banks to a certain extent are subject to 
higher global demand for their services and thus aren’t impacted as much by a muted domestic 
economy.   
 
Last month, we showed some data that pointed to a noticeable uptick in certain core economic 
activities in the United States, as well as in the general corporate outlook. This month, we’d like to 
present a similar perspective in Canada by looking at the Canadian banks – the stock price 
performance as well as earnings growth estimates over the last year. As mentioned above, the 
Canadian banks do have meaningful operations outside of Canada, as well as large wealth 
management businesses that aren’t necessarily subject to typical economic cycles. This helps to buffer 
them from the mundane economic performance we have seen in the country in the last year. On the 
other hand, they still have massive books of business tied directly to the economic health and activity 
of individuals and businesses in Canada. Over the last year, the real estate market has declined 
notably, and construction activity has ground down to levels not seen in decades. While certain 
commodity-oriented businesses are doing well, it’s not driving the same type of economic growth that 
we have seen in the past. 
 
So, with that said, how are the Canadian banks trading at new all-time highs with their stock prices 
moving up consistently in the face of all of the fears mentioned above - and tariffs as well!? It’s largely 
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due to growing earnings estimates. To a lesser extent, we also think it is due to global expectations 
of more “nation building” infrastructure projects in Canada and the associated economic knock-on 
effects that come with them. The stock market is always looking forward, so those two positives are 
enough to keep the bank stocks trading in a positive manner.       
 
In the chart below, you’ll see the forward earnings estimates for Royal Bank over the last year overlaid 
on the price of the stock. You can see a notable improvement in earnings estimates despite the 
concerns around real estate, consumer spending and weak GDP growth in Canada. The stock has 
looked expensive over the last few months, but the earnings estimates keep moving higher to justify 
the perceived higher valuation at the time. We have considered trimming our bank stocks a few times 
in the last six months, but every time the idea gets mentioned the stocks move higher and make us 
regret even thinking that we should sell (😊). In the case of Royal Bank, the stock is still expensive 
today, but in hindsight it will be less expensive if the company can continue to raise earnings estimates 
going forward. As with any momentum stock, we are going to need consistent upwards revisions to 
earnings estimates to keep the stocks going higher, but at least for now the Canadian bank stocks 
have been big beneficiaries of consistent earnings revisions and fund flows into large cap Canadian 
stocks.  
 

Royal Bank EPS Estimates & Stock Price Performance (Indexed to Dec 2024) 

 

Source: Bloomberg 

We don’t want our clients to think that we are constantly avoiding the negatives that are out there, 
because we focus on maintaining a balanced view, but when core economic statistics are improving, 
and most importantly, when earnings estimates are going higher, we think we need to err on the side 
of optimism. That said, as we consider some of the negatives out there, we are concerned about the 
steadily weakening real estate markets in both Canada and the US, inflation being stickier than we 
would like, which cuts into consumer purchasing power (even though that inflation is purely caused 
by a mechanical event (Iran conflict) that could be reversed at any time), growing income inequality, 
moderating returns in most asset classes other than equities, and slowly weakening jobs data in both 
Canada and the US. These factors keep us mindful to remain vigilant when it comes to assessing the 
overall economic and stock market outlook. Keeping this in mind, we do think that we continue to see 
more positives than negatives, with one of the key positives being that there are still so many people 
that are negative! 
 
PALISADE MODEL PORTFOLIOS UPDATE  

We continue to adjust our model portfolios in an effort to position them well as dynamics change in 
the investment environment. The following sentence from last month’s commentary still applies and 
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will likely continue to apply for a few more months: “While the stock market is doing well, there aren’t 
many other sectors working to the same degree of success. Real estate is under pressure, private 
credit and private equity are largely seeing outflows and moderated returns, while the returns of many 
arbitrage strategies and long/short strategies are also moderating. It would be nice to see the 
momentum of the stock market spill over into other parts of the investing universe. That said, like 
everything in markets and investing, performance is cyclical.” 
 
As we continue to make changes to our model portfolios, we are focused on three main criteria for 
new investment funds coming into our models: (1) more consistently positive performance in the last 
year or two as competitor fund returns have moderated; (2) a higher degree of liquidity (allowing for 
faster changes to the models in the future); and (3) less Canadian alternative managers due to 
Canadian managers having less scale and access to capital as a whole. These changes are ongoing 
and will be fully implemented in the coming months. 
 
In the meantime, we are seeing the equity holdings in our model portfolios perform very well in the 
current market environment. One of our US equity funds is up over 25% year-to-date and our Palisade 
Select Fund, which is included in our growth models, is up a similar amount. We’re also seeing some 
of the recent additions to the model portfolios performing in line with their historical averages (10% 
to 13% annualized range), so we’re happy to see that in the early stages of their addition to our model 
portfolios. 
 
Further details regarding our model portfolios are available on our website under “Investment 
Offerings” (www.palisade.ca).   

  
PALISADE FUND COMMENTARY 

The Palisade Select Fund (“PSF”) was down 2.5% in May. The S&P/TSX Capped Energy Index 
(“Energy Index”) was down 5.2% and the WilderHill Clean Energy Index (“ECO”) was up 18.6% for 
the month.  
 
Given the run-up we have seen in oil stocks since the beginning of the year, we’re very comfortable 
with the small pullback that we saw in May. Over the last two months, we raised some cash on strength 
late in March, put that cash back to work in the middle of April, and then raised some cash again in 
the middle of May. We currently have 10% of the PSF in cash with an additional 18% in stocks that 
aren’t tied to the day-to-day movement of oil prices. Spur and Storm represent 9.5% of the portfolio, 
while our green energy positions have an 8.5% weighting. These positions have also done well in 
recent months.    
  
Given the state of the Iran conflict (on again, off again, will they, won’t they) we think it makes sense 
to maintain focus on the medium-term outcomes. From an investing perspective, we want to see an 
environment that requires a political risk premium in the price of oil, as well as uncertainty around 
how quickly damaged facilities come back on line and how quickly oil production can ramp back up. 
That is exactly what we have right now. Each day that goes by further depletes storage volumes and 
creates ingrained demand for the time when storage needs to refill. Resulting oil prices in a range 
between US$75 and $90 per barrel result in stock prices trading with attractive percentage cash flow 
yields in the teens and free cash flow that can be used to aggressively buy back shares and pay 
dividends.  
 
What we don’t want is a spike in the price of oil, because that will induce talk of demand destruction 
and fuel switching that would bring an end to the momentum in oil and gas stocks. From a strictly 
investment perspective, we also wouldn’t want to see total capitulation from Iran (although that would 
be a big positive for world peace) because that could create an environment where political forces 
come into play, resulting in a strategy of flooding the market with oil to reduce gasoline prices to win 
political favor. So far, we are getting the scenario we want from an investment perspective - elevated 
but reasonable commodity prices, a manageable risk premium in the price of oil, and a long runway 
of tighter supply/demand dynamics which should allow oil companies to add shareholder value and 
increase valuation multiples over time. We will look to re-deploy our 10% cash position on any material 
pullback in share prices in the coming weeks.  
 
The Palisade Horizon Fund ("PHF") was down 0.1% in May, roughly flat for the month. 
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The most notable development of the month was a meaningful, if still volatile, softening of the 
“software is dead” narrative that has weighed on several of our oversold basket of names over the 
past few months. The recovery was not uniform, but the directional change in sentiment was 
encouraging. Constellation Software (CSU) and Kinaxis (KXS) were the standout performers, gaining 
14% and 12%, respectively. KXS was down roughly 1% as recently as May 15th before staging a 
sharp reversal in the back half of the month, with that momentum continuing into June so far.  
 
However, not all of the AI-disruption-impacted names participated in the rebound. Thomson Reuters 
(TRI) bounced from its mid-month lows but still closed down 9% for the month after AI fears 
resurfaced within the exchange and data provider segment, triggered by OpenAI disclosing plans to 
release features to compete with Anthropic’s legal and finance solutions.  
 
Toromont Industries (TIH) and Finning International (FTT) gained 8% and 5%, respectively, 
continuing to benefit from a consistent positive outlook toward heavy construction equipment 
purchases tied to data center build-out. 
  
Another developing theme that also worked in our favor this month was the continued rebound in 
trucking and transport services, following the US government’s escalating efforts to clamp down on 
illegal trucking operations. The removal of that supply from the system has pushed spot rates higher, 
and it is expected that this dynamic will spill into contract rates as the year progresses. TFI 
International (TFII) was up 9% for the month as a direct beneficiary. The tightening in trucking has 
also been a tailwind for rails, as freight becomes more competitive on a relative cost basis. 
 
Looking ahead to the second half of the year, we are increasingly cautious about the semiconductor 
space’s recent meteoric rise. The VanEck Semiconductor ETF (SMH) was up ~18% in May alone, and 
approximately 66% year-to-date, with the Semiconductor Index (SOX) now trading at 20-year highs 
on an EV/EBITDA valuation basis at approximately 17 times forward EBITDA estimates. If we were to 
see this sector take a breather in the near-term, it would create a rotation to other sectors that would 
likely benefit our broader PHF holdings. 
 
The Palisade Vantage Fund (“PVF”) was up 3.3% in May. For the month, the S&P/TSX Canadian 
Dividend Aristocrats Total Return Index (“Aristocrats Index”) was up 2.6%, while the S&P/TSX 
Composite Total Return Index (“TSX Composite”) was up 2.5%. 
 
We keep saying this, but away from the loud headlines around oil and gas stocks and tech stocks, we 
continue to see solid performance from the dividend growth stocks that are a typical focus for PVF. 
Above, we highlighted the Canadian banks, which continue to perform well for PVF, but we have also 
seen strength in the last month from Russel Metals, Quebecor, Brookfield Renewable Partners and 
Goldman Sachs. It’s a nicely diversified stream of returns from companies in very different sectors. 
Those four names were up between 11% and 18% for the month.    
 
We appreciate your support and we’re always open to discuss any questions that you may have. 
  
 

THE PALISADE CAPITAL MANAGEMENT TEAM 
 
Please note that it is the responsibility of each investor to inform Palisade Capital of any changes to the information provided 
to us on the most recently completed Know Your Client (“KYC”) information form or subscription agreement.  Please contact 
Kseniia Suvorova at (403) 531-2675 or kseniia@palisade.ca to provide any such updates.  If you no longer wish to receive the 
Monthly Update, please send an email to clientservice@palisade.ca.  
 
All Palisade Fund performance figures are shown net of fees and expenses and include changes in security values and 
distributions paid. Palisade Vantage Fund performance figures include the reinvestment of distributions. Income taxes would 
have reduced returns. The Funds are not guaranteed. Performance of the Funds will fluctuate and past performance may not 
be repeated. To establish relative performance yardsticks for the Palisade Funds, we provide comparative references to the 
S&P/TSX Composite Total Return Index (“TSXTR”), the S&P/TSX Capped Energy Index (“Energy Index”) and the WilderHill 
Clean Energy Index (“ECO Index”). Those indices are relevant to our portfolio content however the TSXTR, Energy Index and 
ECO Index data is provided for general reference purposes and their content should not be construed as directly comparable to 
the content of the Palisade Funds. 


