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LIONGUARD PERFORMANCE FUND 
Q2-2026 REPORT 

  LINK to Fundserv codes 
 
Dear Investors, 
 
Since inception in October 2014, LionGuard Performance Fund (“Fund”) delivered annualized net 
return of 15.19% and cumulative net return of 420.78%.  
 
Exhibit 1: Investment Performance 

 
 
Sources: Bloomberg, LionGuard Capital 
 
Market Commentary 
 
Several of the forces that defined the opening months of the year—including the effective closure 
of the Strait of Hormuz, a sharp increase in oil prices, and run-up in gold price—reversed during 
the quarter. As the most severe geopolitical tail risks receded, energy prices declined by a lot and 
global equity markets recovered rapidly. 
 
On June 17, the United States and Iran signed a preliminary memorandum of understanding 
intended to end the conflict and restore commercial navigation through the Strait of Hormuz. 

http://www.lionguardcapital.com/
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Although important elements of the agreement remained unresolved and subsequent incidents 
demonstrated that the situation remains fragile, tanker traffic began to recover and the 
immediate risk of a prolonged disruption to global energy supplies diminished considerably. 
 
The effect on oil prices was dramatic. Brent crude, which briefly traded above US$126 during the 
conflict, declined toward the low-US$70 range by late June. Energy, the strongest-performing 
area of the Canadian market during the first quarter, consequently surrendered much of the 
geopolitical premium embedded in valuations. 
 
At the same time, risk assets staged a broad and powerful recovery. The S&P 500 reversed its 
first-quarter decline and returned to record territory. The speed of the recovery was particularly 
notable given that it occurred without support from lower policy rates and despite continued 
uncertainty surrounding inflation, trade policy, and the durability of global economic growth. 
 
Market leadership remained concentrated in businesses connected to artificial intelligence, 
semiconductors, and data centers infrastructure. Demand for computing capacity continued to 
support substantial capital investment, while constraints in memory and other critical 
components reinforced the earnings outlook for selected suppliers. However, the final weeks of 
the quarter also demonstrated rising risks created by high expectations. Questions regarding the 
prospective returns on hyperscaler capital spending and the sustainability of current investment 
levels generated high daily volatility across most mega-capitalization technology companies. 
 
This distinction is important. The artificial-intelligence investment cycle remains powerful, but 
the market is becoming more discerning about which companies will ultimately convert rising 
industry spending into tangible per-share value. Businesses supplying scarce and essential 
infrastructure may benefit considerably, while those funding increasingly large capital programs 
must still demonstrate that the resulting economic returns will justify the investment. Exposure 
to a compelling theme is not, by itself, sufficient. 
 
In Canada, the S&P/TSX Composite also reached record territory during the quarter, briefly 
surpassing 35,000. Participation was relatively broad, with financials, materials, technology, and 
selected industrial companies contributing to the advance. This represented an encouraging 
change from the highly concentrated market leadership that had characterized much of the 
preceding period. 
 
Gold presented a much more complicated picture. Following an extraordinary advance that 
carried bullion to an all-time high earlier in the year, the metal corrected materially as geopolitical 
risk diminished, the U.S. dollar strengthened, and expectations for monetary easing receded. 
Gold ultimately broke below its 200-day moving average for the first time in more than two years.  
 
Perhaps the most consequential development of the quarter was that the interest-rate backdrop 
became less—not more—accommodative. 
 

http://www.lionguardcapital.com/
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The Federal Reserve maintained its target range at 3.50% to 3.75% at both of its second-quarter 
meetings. However, the tone of its June communication hardened under newly appointed Chair 
Kevin Warsh. The Federal Reserve removed forward-guidance language from its statement, 
emphasized its commitment to restoring price stability, and raised its median projection for 2026 
inflation. The median participant projected that the federal funds rate would end the year at 
3.8%, slightly above the midpoint of the existing range, leading markets to contemplate the 
possibility that the next change in policy could be an increase rather than a reduction. 
 
The Bank of Canada faced a different but equally difficult policy environment. It maintained its 
overnight rate at 2.25% for a fifth consecutive meeting. Domestic economic growth remained 
weak, with real GDP unchanged during the first quarter and final domestic demand declining 
modestly. At the same time, the increase in global energy prices, earlier in the year, added to 
near-term inflationary pressure. 
 
The contrast between resilient financial markets and a less accommodative rate environment 
reinforces an important observation. The current investment cycle is not being driven by access 
to cheap capital. In our opinion, it is being driven by necessity. 
 
For example: Electricity demand is accelerating after an extended period of limited growth. 
Utilities must expand generation, reinforce transmission systems, and modernize aging 
distribution networks. Artificial-intelligence infrastructure requires enormous investments in 
data centers, power availability, cooling, and supporting utilities. Governments are prioritizing 
defence readiness, energy security, trade diversification, supply chain resilience, sovereign 
capability across key industries and overall domestic industrial and technological resilience. 
Municipalities must continue replacing aging water and wastewater infrastructure regardless of 
the next interest-rate decision. 
 
These are complex, often capital intensive and long-duration investments. Their execution 
requires engineering expertise, specialized equipment, skilled labour, extensive logistics, and 
substantial supporting infrastructure. None of that is possible without accommodative regulatory 
regime including faster approval processes and often direct government participation. 
Thankfully, we are starting to see positive changes on this front in Canada. See section below for 
details.  
 
Overall, Q2 was a quarter in which a major geopolitical risk diminished, oil and gold surrendered 
a portion of their first-quarter premia, and equity markets recovered despite a less favorable 
interest-rate outlook. Beneath the headline indices, dispersion remained considerable. In our 
view, this combination of powerful structural investment trends and highly uneven company-
level outcomes creates an especially attractive environment for disciplined, fundamentally driven 
security selection. 
 
 
 

http://www.lionguardcapital.com/
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Canada’s Sovereign Defence & Industrial Investment (Super) Cycle 
 
Most relevant to our investors, the quarter brought further tangible progress behind Canada’s 
domestic-capability agenda. The federal Spring Economic Update (source: 
https://budget.canada.ca/update-miseajour/2026/report-rapport/chap1-en.html) reinforced a 
now-familiar set of priorities: increasing domestic procurement, accelerating major projects, 
rebuilding defence capacity, strengthening Canadian supply chains, and securing greater national 
control over strategically important infrastructure and technologies. 
 
Canada’s Defence Industrial Strategy (source: https://www.canada.ca/en/department-national-
defence/corporate/reports-publications/industrial-strategy/security-sovereignty-
prosperity.html) provides considerably greater detail on how these objectives will be 
implemented. Supported by $6.6 billion of previously announced funding, the Strategy places the 
newly created Defence Investment Agency at the centre of a more coordinated procurement 
system and introduces a “BUILD–PARTNER–BUY” framework. Under this approach, the 
government will first seek to build capabilities domestically, partner with trusted allies where 
necessary, and purchase foreign equipment only where the first two options are not practical—
with requirements intended to generate meaningful investment, intellectual property, 
employment and supply-chain benefits within Canada. 
 
The Strategy establishes ambitious ten-year objectives, including increasing the proportion of 
defence acquisitions awarded to Canadian firms to 70%, growing total Canadian defence-industry 
revenues by more than 240%, increasing defence revenues earned by Canadian small and 
medium-sized businesses by more than $5.1 billion annually, increasing defence exports by 50%, 
and supporting the creation of 125,000 jobs. The government estimates that achieving its 
objectives could generate approximately $180 billion of defence procurement, $290 billion of 
defence-related infrastructure investment and $125 billion of downstream economic activity by 
2035—collectively representing more than half a trillion dollars of potential investment and 
economic benefit. 
 
Importantly, the Strategy goes beyond conventional defence procurement. It identifies 
aerospace, ammunition, digital systems, artificial intelligence, quantum technologies, secure 
communications, sensors, space, specialized manufacturing, training and simulation, and 
uncrewed systems as areas in which Canada should develop or maintain sovereign capabilities. 
The government also intends to form strategic relationships with selected Canadian companies 
that can become national champions. These businesses may receive directed procurement 
opportunities, research and development funding, capital-expenditure support, export 
assistance, access to testing infrastructure and opportunities to jointly develop new 
technologies. 
 
The financing mechanisms accompanying the Strategy are equally significant. They include a $4 
billion defence platform at the Business Development Bank of Canada to provide loans, venture 
capital and advisory support; hundreds of millions of dollars of regional and innovation funding 

http://www.lionguardcapital.com/
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for small and mid-sized businesses; and reforms intended to favour investments in companies 
with high Canadian content, domestic intellectual property and strategically important 
production capacity. These programs should improve access to capital for firms that historically 
lacked the scale or balance sheets required to participate meaningfully in major defence 
programs. 
 
The Defence Investment Agency is expected to be established as a standalone organization with 
expanded authority to accelerate procurement, reduce duplication and provide industry with a 
clearer and more predictable demand outlook. Based on our research, we have been impressed 
by the directly relevant experience, professionalism and genuine sense of urgency demonstrated 
by DIA personnel. Although meaningful institutional change will require time, we believe the new 
structure is far better aligned with the scale and urgency of Canada’s defence requirements than 
the fragmented procurement system it is intended to replace. 
 
Progress also continued through the Major Projects Office. By quarter-end, 15 projects 
representing more than $125 billion of capital investment had been announced alongside six 
transformative strategies, collectively forming 21 nation-building initiatives. These initiatives are 
expected to support more than 60,000 jobs during construction and span energy, transportation, 
critical minerals, trade-enabling infrastructure, nuclear power, and the development of Canada’s 
Arctic and northern regions. 
 
The quarter also brought an important expansion of the sovereign-capability theme through the 
release of Canada’s Nuclear Energy Strategy (source: https://natural-
resources.canada.ca/energy-sources/nuclear-energy-uranium/nuclear-energy-strategy-canada) 
on June 22, 2026. The Strategy recognizes nuclear power not simply as a source of low-emission 
electricity, but as a strategic domestic industry encompassing Canadian reactor technology, 
uranium production, engineering expertise, intellectual property, advanced manufacturing, 
medical isotopes and a highly specialized supply chain. Canada’s nuclear sector currently 
supports approximately 90,000 direct and indirect jobs, contributes an estimated $22 billion 
annually to the economy and supplies approximately 13% of the country’s electricity. 
 
The Nuclear Energy Strategy is organized around four priorities: enabling new nuclear 
construction across Canada; positioning Canada as a preferred global nuclear supplier and 
exporter; expanding uranium, nuclear-fuel and long-term waste-management capabilities; and 
developing new Canadian nuclear technologies, including small modular reactors, microreactors, 
advanced fission and fusion. It targets a doubling of the sector’s workforce by 2050 and seeks to 
catalyze billions of dollars of private investment through modern financing tools, more efficient 
regulatory processes and coordinated federal-provincial execution. 
 
The Darlington New Nuclear Project (source: https://www.canada.ca/en/department-
finance/news/2026/06/government-announces-largest-indigenous-loan-guarantee-in-
canadian-history-to-support-darlington-new-nuclear-project.html) provides an early example of 
how these policies can translate into tangible economic activity. The project is expected to 

http://www.lionguardcapital.com/
https://natural-resources.canada.ca/energy-sources/nuclear-energy-uranium/nuclear-energy-strategy-canada
https://natural-resources.canada.ca/energy-sources/nuclear-energy-uranium/nuclear-energy-strategy-canada
https://www.canada.ca/en/department-finance/news/2026/06/government-announces-largest-indigenous-loan-guarantee-in-canadian-history-to-support-darlington-new-nuclear-project.html
https://www.canada.ca/en/department-finance/news/2026/06/government-announces-largest-indigenous-loan-guarantee-in-canadian-history-to-support-darlington-new-nuclear-project.html
https://www.canada.ca/en/department-finance/news/2026/06/government-announces-largest-indigenous-loan-guarantee-in-canadian-history-to-support-darlington-new-nuclear-project.html


  

 

____________________________________________________________________________________________________________________________________________________________ 

  Page 6 
 

 1800 McGill College, Suite 810 
Montreal, QC, Canada H3A 3J6 

www.lionguardcapital.com 

become the first small modular reactor deployment in the G7. At its full planned scale of four 
reactors, it could provide 1,200 megawatts of dependable electricity, sustain thousands of jobs 
and generate approximately $500 million of annual activity within Ontario’s nuclear supply chain. 
The federal government has also committed $2.2 billion over ten years to renew Chalk River 
Laboratories and maintain Canadian leadership in CANDU technology, reactor life-extension 
services, nuclear security, SMRs, reactor fuels and other advanced applications. 
 
There is also increasing overlap between Canada’s defence, nuclear and Arctic strategies. The 
government is examining nuclear and microreactor applications that could eventually provide 
dependable heat and electricity for remote communities, northern industrial projects and 
defence infrastructure. This matters because Canada’s ability to exercise sovereignty in the North 
ultimately depends upon reliable power, transportation, communications and logistical 
infrastructure—not simply the acquisition of military equipment. 
 
These initiatives build upon Canada’s commitment under NATO’s new Defence Investment 
Pledge to allocate 5% of GDP to defence and security-related priorities by 2035—comprising 3.5% 
for core military capabilities and 1.5% for defence and security infrastructure. What is changing 
is not simply the amount of money being committed, but the government’s willingness to use 
procurement, financing, intellectual-property policy and infrastructure investment to 
deliberately expand Canadian industrial capacity. 
 
We continue to believe that sovereign capability will be one of the most durable and policy-
supported Canadian investment themes of the coming decade. It encompasses domestic 
sourcing, defence production, secure logistics, energy independence, resilient supply chains, 
advanced manufacturing, reliable electricity generation and control over strategically important 
infrastructure. These priorities are no longer merely aspirational. They are increasingly being 
funded, institutionalized and incorporated into procurement and capital-allocation decisions. 
 
Large investment cycles, however, do not benefit every participant equally. They tend to widen 
the gap between companies that possess scarce operating capacity, established customer 
relationships, qualified personnel, security credentials, proprietary intellectual property and 
superior execution—and those that do not. Industry leaders can secure labour and equipment 
earlier, respond more rapidly to customer requirements, price their services appropriately and 
reinvest at increasingly attractive incremental returns. 
 
This is precisely why we do not invest in themes in isolation. We seek businesses whose 
competitive positions are strengthened by durable and predictable industry changes, and whose 
management teams can translate favourable conditions into strong and sustained growth in 
intrinsic value per share. 
 
 
 
 

http://www.lionguardcapital.com/
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Bloomberg BNN Appearances & Top Investment Picks 
 
Investor education and transparency remain central to how we communicate at LionGuard. We 
believe our investors should clearly understand our investment philosophy, research process and 
disciplined approach to capital allocation. 
 
During the second quarter, Andrey Omelchak, LionGuard’s CEO & CIO, appeared on BNN 
Bloomberg on three occasions to discuss the market environment and investment opportunities 
within North American small- and mid-cap equities: 
 
 April 2, 2026 – BNN Market Open: A discussion of prevailing market conditions, sector 

opportunities, key risks and how investors should position through continued uncertainty. 
Watch here. 

 April 22, 2026 – BNN Market Call: My stated top picks were Magellan Aerospace, 
Stingray Group and Black Diamond Group. Watch here. 

 June 26, 2026 – BNN Market Call: My stated top picks were Badger Infrastructure 
Solutions, Magellan Aerospace and Civeo Corporation. Watch here. 

 
To showcase our thinking, write-up below provides a more detailed discussion of our investment 
thesis on Badger Infrastructure Solutions (TSX: BDGI), our top pick from June 26, 2026, and a 
company we have followed closely for nearly 20 years. 
 
We are of the view that Badger’s current management team is the best they have had since we 
followed the company. Also, current business prospects, including sustainability of top line 
growth and margin expansion, are the best we have seen since mid-2000s. 
 
Investment Profile – Badger Infrastructure Solutions (TSX: BDGI) 
 
Badger Infrastructure Solutions (TSX: BDGI) is North America’s largest provider of non-
destructive excavation—commonly known as hydrovac—services. It is also one of our highest-
conviction investments and an excellent example of the type of business we seek to own at the 
right price: a clear category leader with a difficult-to-replicate competitive position, strong pricing 
power, exceptional organic reinvestment opportunities, top management team, and direct 
exposure to several of North America’s most durable capital-investment themes. 
 
Badger uses pressurized water to liquefy soil, which is then removed by a powerful vacuum and 
deposited into a storage tank. This allows crews to excavate safely and precisely around the 
dense network of underground power, communications, water, natural gas, and sewer 
infrastructure surrounding virtually every modern construction project. 
 
The service may appear straightforward, but its value to customers is very high. Striking an 
underground power line, fibre-optic cable, natural gas pipeline, or water main can result in 
serious injury, service interruptions, environmental damage, regulatory consequences, project 

http://www.lionguardcapital.com/
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delays, and substantial financial liability. Relative to those potential costs, safely exposing 
underground infrastructure represents a small component of a project’s total budget. 
 
As infrastructure ages and construction increasingly occurs in congested, utility-dense corridors, 
non-destructive excavation is moving from a preferred practice toward an operational, 
insurance, safety, and risk-management requirement. Badger does not merely sell excavation 
capacity; it sells risk reduction, reliability, and the avoidance of potentially catastrophic project 
disruptions. 
 
Badger is the clear category leader. It operates the largest hydrovac fleet and branch network in 
North America and, critically, designs and manufactures its hydrovac fleet internally at its facility 
in Red Deer, Alberta. That vertically integrated model provides control over equipment design, 
production, availability, maintenance, and lifecycle economics. It is both a structural operating 
advantage and, in an environment increasingly focused on domestic supply chains and Canadian 
industrial capacity, a potentially important strategic one. 
 
Exhibit 2: Badger Hydrovac 

 
Source: Badger Infrastructure 
 
Strong Organic Growth Across the Business 
 
Badger’s first-quarter 2026 results provided compelling evidence that the company’s multi-year 
opportunity is accelerating. 
 
Revenue per truck per month—Badger’s clearest measure of fleet utilization and pricing—
increased 11% to approximately US$39,000. The fleet expanded 7% to 1,778 hydrovacs, while 
the Red Deer manufacturing facility delivered 78 new units during the quarter, compared with 
50 in the prior-year period. 

http://www.lionguardcapital.com/
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The quality of these results is more important than the absolute growth rates. Revenue growth 
was organic and reflected a combination of additional equipment, higher utilization, and 
continued pricing strength. Badger expanded its fleet materially while also generating 
substantially more revenue from each truck. That combination is unusual and economically 
powerful. 
 
Fleet growth can destroy value when equipment is deployed without sufficient customer 
demand. In Badger’s case, new trucks are being absorbed rapidly by the market while utilization 
and pricing continue to improve. The company is not adding capacity in anticipation of demand 
that may eventually materialize. It is deploying equipment into markets where customer 
requirements already exceed available industry capacity. 
 
Management’s tone was correspondingly confident. Badger described demand across its end 
markets as extraordinary and increased planned production toward the upper end of its 270-to-
310-unit range for 2026—the largest annual hydrovac build program in the company’s history. 
Net of planned retirements, management expects the fleet to expand toward the upper end of 
its 7%–10% target range. 
 
The company’s challenge is not finding work for new equipment. It is manufacturing trucks, 
recruiting and training operators, and expanding its branch network quickly enough to address 
the opportunity without compromising safety, service quality, or investment returns. 
 
A Toll on the North American Capital-Expenditure Cycle 
 
The most compelling aspect of the Badger thesis is the breadth of its demand drivers. 
 
Non-residential commercial construction and utility construction and maintenance form the 
durable base of the business. On top of that foundation, Badger is benefiting from electricity-grid 
modernization, power-generation and transmission investment, natural gas infrastructure, water 
and wastewater rehabilitation, telecommunications deployment, road widening, airport 
construction, manufacturing reshoring, LNG facilities, refineries, and semiconductor and 
pharmaceutical manufacturing plants. 
 
These are not isolated themes. Together, they represent a broad North American capital-
expenditure cycle driven by infrastructure necessity, electricity demand, supply-chain security, 
industrial policy, and decades of underinvestment in physical assets. 
 
Utilities must modernize aging distribution systems and expand transmission capacity. 
Population growth and electrification require additional generation and supporting 
infrastructure. Natural gas transmission networks require continued construction, maintenance, 
and integrity work. Roads must be widened and rehabilitated. Municipal water and wastewater 
systems must be replaced. Semiconductor and pharmaceutical plants supported by industrial 

http://www.lionguardcapital.com/
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reshoring programs require extensive power, water, transportation, and underground utility 
infrastructure before production can begin. 
 
Exhibit 3: Mega Trends & Multi-Year Growth Opportunity 

 
Source: Badger Infrastructure 
 
Data-Centre Construction Adds Another Powerful Layer Of Demand 
 
Management estimates that data-centre-related activity now represents approximately 10%–
11% of the business. These are often large, multi-year projects where several Badger units can 
remain on site for extended periods, producing high utilization. More broadly, the data-centre 
build-out is absorbing scarce equipment, labour, and construction capacity throughout the 
infrastructure ecosystem. 
 
Management described data centres as the “cherry on top” of an already strong core business. 
Rather than being the sole basis of the investment thesis, they are consuming much of the 
remaining excess capacity in an industry where utility, commercial, municipal, and transportation 
demand was already robust. 
 
This is why we do not view Badger as a bet on one project, one end market, or even one 
infrastructure theme. Badger is effectively a toll on all of them. 
 
Whether the project is a transmission line for the electricity grid, a substation supporting a data 
centre, an LNG facility, a semiconductor fabrication plant, an airport expansion, a wastewater-
treatment facility, or a widened highway, underground utilities must first be identified, exposed, 
protected, relocated, or connected safely and to specification. 
 

http://www.lionguardcapital.com/
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Exhibit 4: Data Center Infrastructure in the United States, 2025 

 
Source: National Renewable Energy Laboratory 
 
Exhibit 5: Projected US data-center power demand 

 
Source: BloombergNEF, DC Byte 
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This positioning offers several characteristics we value highly: 
 
 a critical service used early in the life of infrastructure projects; 
 recurring demand tied to maintenance, rehabilitation, and safety; 
 exposure to numerous independent capital-spending programs; 
 pricing power supported by the economic cost of service failure; 
 a domestically manufactured and vertically integrated fleet; and 
 a large runway to reinvest organically at high incremental returns. 

 
Scale Is a Structural Advantage 
 
Badger’s scale is not simply a measure of size. It is a central source of its competitive advantage. 
The company operates more than 1,700 hydrovacs across over 140 locations and serves more 
than 21,500 customers. This national footprint allows it to support large contractors, utilities, and 
facility owners across multiple jurisdictions with consistent safety, equipment, and service 
standards. 
 
For a major customer, equipment availability is often more important than a modest difference 
in hourly pricing. Infrastructure projects operate on tightly coordinated schedules, and delays 
involving one contractor can affect numerous other trades. Badger’s ability to provide multiple 
units, respond quickly, and transfer equipment between markets makes it a more reliable partner 
than a smaller local operator. 
 
Scale also creates significant local advantages. Greater fleet density reduces travel time, 
improves scheduling, supports faster emergency response, and lowers maintenance costs. A 
larger branch can maintain specialized personnel and parts inventories that would be 
uneconomic for a smaller competitor. More customers support additional trucks; more trucks 
improve availability; and better service attracts additional customers. This creates a reinforcing 
local network effect. 
 
Badger also benefits from a large and increasingly sophisticated commercial organization. 
National relationships can generate opportunities across numerous branches, while local teams 
maintain the operational knowledge and customer intimacy required to execute the work. The 
resulting combination of national scale and local density is difficult to reproduce. 
 
Smaller competitors can purchase individual hydrovac units, but purchasing a truck does not 
recreate Badger’s platform. A new entrant would also need to build a branch network, recruit 
and train operators, establish a credible safety record, develop customer relationships, create 
maintenance infrastructure, implement scheduling and fleet-management systems, and 
generate sufficient local density to operate efficiently. 
 
These barriers become more meaningful as customers place greater emphasis on safety, 
equipment availability, vendor qualification, and the ability to serve multi-location projects. 

http://www.lionguardcapital.com/
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Vertically Integrated Manufacturing 
 
Badger is unique among scaled non-destructive excavation providers because it designs and 
manufactures its hydrovac units internally at its Red Deer facility, which has annual production 
capacity exceeding 350 units. 
 
Vertical integration provides direct control over equipment specifications, production schedules, 
fleet availability, and lifecycle management. Badger can incorporate operating experience from 
the field into future designs, standardize equipment throughout the network, and adjust 
production based on customer demand. 
 
A standardized fleet simplifies training, maintenance, and parts management. Operators can 
move between units more easily, technicians become highly familiar with the equipment, and 
branches require fewer categories of replacement parts. Badger can also determine whether to 
manufacture, refurbish, or retire equipment based on the expected return from each decision. 
 
Control over production is particularly valuable when industry capacity is constrained. 
Competitors dependent on third-party manufacturers may face extended delivery times or be 
unable to obtain sufficient equipment precisely when demand is strongest. Badger can 
manufacture the additional capacity required to support its customers and capture market share. 
 
The Red Deer facility therefore represents more than a manufacturing plant. It is an integral part 
of Badger’s competitive moat and organic-growth model. It also provides a direct connection to 
the Canadian domestic-capability theme. Badger possesses specialized industrial capacity in 
Canada that serves critical infrastructure projects across the continent. In an environment 
increasingly concerned with secure supply chains, domestic manufacturing, and national 
resilience, we believe the strategic relevance of this capability is growing. 
 
This advantage is partially offset by tariff risk. U.S. tariffs on the non-U.S. content of certain heavy-
duty vehicles and components could increase the cost of transferring units from Canada into the 
United States. Management estimates a potential 2026 impact of US$18 million to US$30 million 
and is actively pursuing mitigation strategies. While meaningful, we believe this issue is 
manageable in the context of strong pricing, high utilization, and the strategic value of controlling 
production. 
 
A High-Return Organic Reinvestment Model 
 
The ability to reinvest capital at attractive incremental returns is one of the most valuable 
attributes a business can possess. Badger has a clear and repeatable organic-reinvestment 
model. It identifies attractive metropolitan markets, establishes or expands branches, recruits 
and trains operators, and deploys additional hydrovac units as customer demand develops. Each 
new unit enters an existing commercial, operating, maintenance, technology, and safety platform 
rather than functioning as an isolated asset. 

http://www.lionguardcapital.com/
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Current market conditions make these investments especially attractive. New trucks are being 
placed into service rapidly and consumed by customer demand. All incremental capacity is 
quickly finding work, and based on our research this should continue for years to come. 
 
Badger expects to build 270–310 new hydrovacs in 2026, refurbish 30–50 units, and retire 130–
150 older trucks. Total planned capital spending is approximately US$198 million to US$230 
million, including the potential tariff impact and investments in two adjacent service lines. 
 
This is a substantial capital program, but the relevant question is not whether spending is high. 
The relevant question is whether the company can earn high returns on the capital deployed. 
 
The evidence to that end is more than encouraging. Revenue per truck has been increasing at a 
double-digit rate, utilization remains strong, customers are securing capacity, and new units are 
entering markets where existing supply is insufficient. 
 
The company’s branch network provides another avenue for reinvestment. Badger plans to 
introduce two complementary service lines in the United States, using its existing customer 
relationships, field organization, and physical footprint. We believe that these complementary 
offerings will further increase revenue per customer and improve branch profitability. 
 
Margin Expansion Opportunity 
 
Badger’s first-quarter adjusted EBITDA margin declined modestly to 18.7% from 19.6% in the 
prior year. As per above, the company is deliberately front-loading investments required to 
support a substantially larger platform. These include operator recruitment and training, branch 
openings and expansions, two new service lines, and the continued rollout of its Operational 
Excellence program. 
 
Many of these costs are incurred before the corresponding revenue is generated. Operators must 
be recruited and trained before a new truck enters service. Branch infrastructure must be 
established before the local fleet reaches efficient scale. New service lines require initial 
personnel, equipment, and commercial investment before they make a meaningful contribution. 
 
Management indicated that these investments reduced first-quarter margins by approximately 
100–120 basis points. Excluding the continuing investment associated with the new service lines, 
the temporary burden will diminish as new capacity is deployed, and the underlying revenue base 
catches up with the cost structure. 
 
Badger’s longer-term adjusted EBITDA margin framework remains 25%–30%. The company has 
previously demonstrated its ability to generate margins within that range, and we believe the 
combination of higher utilization, pricing, branch density, operational standardization, and 
technology-enabled efficiency provides highly predictable path toward margin recovery to the 
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upper end of the guidance range. Furthermore, we believe that at scale the company should be 
able to surpass 30% threshold. 
 
Putting all this together, free cash flow per share should grow materially faster than revenue per 
share. 
 
Diversified and Resilient Business 
 
Badger was historically viewed as an oil-and-gas services company. That characterization is much 
outdated. 
 
The business is now broadly diversified across construction, utilities, transportation, 
telecommunications, industrial activity, municipal infrastructure, and other end markets. Data-
centre-related work alone has become a significant contributor, while traditional oil-and-gas 
activity represents a much smaller portion of the overall mix than it did during earlier cycles. 
 
This evolution matters because it improves earnings durability. Utility maintenance, pipeline 
integrity, municipal rehabilitation, roadwork, telecommunications, and the safe excavation of 
existing infrastructure are often necessary regardless of short-term economic conditions. 
Exposure to numerous independent spending programs also reduces dependence on any single 
industry. 
 
The company does not report a conventional backlog because much of its work is contracted and 
dispatched on a service basis. Nevertheless, visibility is improving as Badger increasingly 
participates in larger projects where trucks can remain on site for months at a time. Management 
is also developing better methods of translating known project activity and expected market 
share into forward revenue visibility. 
 
Financial Strength and Capital Allocation 
 
Badger is funding its growth from a position of financial strength. Total debt to ebitda stood at 
1.5x at the end of the first quarter, comfortably within management’s long-term target range of 
1.0–2.0 times. This provides sufficient capacity to finance the record fleet build, invest in 
branches and new services, and manage working-capital requirements without shareholder 
dilution. Management has also continued returning capital to shareholders through share 
buybacks and dividends. 
 
In our opinion, organic investment should remain the priority while new equipment can be 
deployed at highly attractive incremental returns. At the same time, given where shares currently 
trade in relation to our assessment of Badger’s intrinsic value, we are much in favor of share 
repurchases. 
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The company is therefore simultaneously: 
 
 investing in a record organic-growth program; 
 maintaining conservative leverage; 
 repurchasing shares; 
 paying a growing dividend; and 
 preserving sufficient financial flexibility to pursue additional opportunities. 

 
This owner-oriented, return on capital deployed approach to capital allocation is consistent with 
the qualities we seek in management teams. 
 
Attractive Valuation and Other Optionalities 
 
Badger’s share price has appreciated recently as investors have begun to recognize the strength 
of its end markets and the improvement in its operating performance. Nevertheless, we continue 
to believe that the market materially underestimates both the duration of the infrastructure cycle 
and Badger’s capacity to convert that demand into higher per-share earnings and free cash flow. 
 
Badger provides an essential, safety-critical service used across a diversified base of 
infrastructure markets. Its customers repeatedly require the service as projects progress and as 
existing assets are maintained, repaired, or replaced. The business possesses pricing power, a 
vertically integrated supply chain, national scale, local network density, and a long runway for 
high-return organic reinvestment. 
 
Our thesis does not depend on aggressive valuation multiple expansion. Continued fleet growth, 
higher revenue per truck, margin expansion, reasonable share repurchases, and disciplined 
capital allocation can generate high per share growth in intrinsic value. A broader recognition of 
the quality and durability of the business would provide additional upside. 
 
Badger is also a strategically scarce asset. Recreating its manufacturing capability, fleet, branch 
network, trained workforce, customer relationships, safety record, and operating systems would 
require substantial capital and many years of execution.  
 
We do not rely on a potential corporate transaction in our thesis, but the difficulty of replicating 
the platform reinforces the underlying value of the franchise. We therefore would not be 
surprised to have strategic buyers and private equity alike to step to the table and make a bid for 
the company. 
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Conclusion 
 
Our objective is to preserve capital and compound it intelligently over time. That requires 
discipline and adaptability to ever-changing investment landscape. We remain highly engaged, 
deeply research-driven, and fully confident in long-term merits of our investment process. 
 
Thank you for your continued trust and partnership. For any questions or investment inquiries, 
please feel free to contact our team at any time. We are always glad to hear from you. 
 
 
Sincerely, 
 
Andrey Omelchak, CFA 
CEO & CIO 
LionGuard Capital Management 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
_____________________________________________________________________________ 
Disclaimer: This document is provided for informational purposes only and does not constitute an offering of securities in any jurisdiction. The securities of the LionGuard 
Performance Fund are available only to Accredited Investors in Canada by way of private placement in accordance with applicable securities laws. Any offering will be 
made only under the Fund’s Offering Memorandum, which contains important information about investment objectives, strategies, risks, fees, conflicts of interest, and 
valuation policies. Prospective investors should read the Offering Memorandum carefully before investing. The information in this summary is incomplete and is 
qualified in its entirety by the Offering Memorandum of the LionGuard Performance Fund LP. Historical performance data (up to March 2024) reflects a carve-out of 
the long-only positions of the LionGuard Opportunities Fund LP. This analysis is intended to illustrate the performance of the Fund’s fully invested long segment and 
does not represent the actual performance of a stand-alone investment product. These results are hypothetical. Net returns have been estimated by applying the fee 
structure applicable to Class C units to the gross performance of the carve-out segment. Returns since inception of the Fund (March 2024) reflect the actual performance 
of the Fund. Performance data has been provided by the Fund’s administrator and is net of all applicable management and performance fees. The upside capture ratio 
and downside capture ratio are computed using the average monthly returns of the strategy divided by the average monthly returns of the Russell 2000 Total Return 
Index when that index’s returns are positive (for upside) or negative (for downside). Individual investor returns may differ due to the timing of subscriptions, 
redemptions, distributions, optional charges, or applicable taxes. The indicated rates of return are historical and are based on value changes in the strategy. Past 
performance is not indicative of future results; investment funds are not guaranteed, their values change frequently, and investors may experience losses, including a 
loss of principal. The information contained in this report reflects management’s views and analysis as of the date indicated and may change without notice. References 
to alpha, Sharpe ratio, and capture metrics are provided for comparative purposes only and may not fully reflect the risks of the Fund. Any statement that appears 
promotional (e.g., downside capture or investment discipline) should be considered in light of the Fund’s historical returns.) Some of the assumptions or opinions 
expressed are those of LionGuard Capital Management Inc. and are based on management’s analysis of portfolio performance. LionGuard Capital Management Inc. 
does not warrant the accuracy or completeness of the information provided and is not responsible for any actions taken based on this material. Risk Disclosure: 
Commissions, trailing commissions, management fees, performance fees, and expenses may all be associated with investment in the Fund. Investment funds are not 
guaranteed, their values change frequently, and past performance may not be repeated. LionGuard Performance Fund is a related and connected issuer of LionGuard 
Capital Management Inc., which manages and distributes the fund. 
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