
U.S. Markets Review

Looking ahead, Brompton expects continued market volatility through the second half of 2026, on the back of rising 
equity valuations, geopolitical risks, and inflation expectations. Manufacturing and labor markets remain resilient, while 
the One Big Beautiful Bill, re-industrialization, and reduced trade uncertainty serve as tailwinds for growth. With new 
Federal Reserve (Fed) Chair Kevin Warsh’s first meeting, expectations shifted from easing to a Fed rate hike in 2026. Given 
the upcoming midterm elections, we would not expect a rate hike until after the election. In addition, midterm election 
years have historically been characterized by summer drawdowns as political uncertainty peaks, followed by a strong 
recovery into the year end once election outcomes provide the market with clearer visibility. Ultimately, long-term market 
trajectories are driven by corporate earnings, which remain remarkably robust. Brompton remains positive on U.S. equities, 
driven by continued earnings strength, especially AI beneficiaries in various sectors, while maintaining a balanced portfolio, 
complemented by prudent risk management effort through the covered call strategy.

 
Financial Sector Review & Outlook

The Financials sector experienced a volatile and geographically divergent first half of 2026, with U.S. and Canadian financials 
telling very different stories even as both navigated similar geopolitical and monetary policy crosscurrents. Having declined 
9.5% in the first quarter, the S&P 500 Financials Total Return Index participated in the market-wide rebound through the 
second quarter but still finished the first half down 1.3%, lagging the broader S&P 500 Total Return Index’s 10.2% total return 
as capital continued to favor mega-cap technology and AI-linked names. Canadian financials told a different story: the 
S&P/TSX Financials Total Return Index surged 23.2% in the first half of 2026, more than doubling the S&P/TSX Composite 
Total Return Index’s 11.2% total return, as Canadian banks benefited from resilient domestic credit conditions, disciplined 
cost management, and a market increasingly rewarding earnings stability amid global uncertainty. 

During the first half of the year, the sector’s operating environment was dominated by the Iran conflict and its inflationary 
aftermath. Following the outbreak of hostilities on February 28 and the subsequent closure of the Strait of Hormuz, a brief 
ceasefire in June offered temporary market relief before tensions escalated again in July. The conflict’s inflationary legacy 
persisted well beyond the ceasefire, however, with headline U.S. Consumer Price Index reaching 4.2% year over year in 
May, the highest reading since April 2023. Against this backdrop, the Federal Reserve (Fed) held rates steady in the 3.50%-
3.75% range through all of the first half of 2026, including at the first meeting under new Chair Kevin Warsh on June 17, 
who was confirmed by the Senate following the expiration of Jerome Powell’s term. The Fed’s most recent dot plot shifted 
meaningfully hawkish at the June meeting, with nine of eighteen policymakers signaling support for a rate hike later in 
2026, a sharp reversal from the single projected cut penciled in as recently as March. Loan demand held up through the 
second quarter and commercial and industrial loan growth continued to accelerate on both sides of the border. While 
banks maintain elevated credit reserves, asset quality trends remain broadly resilient; realized net charge-offs have not 
signaled a systemic credit cycle downturn, though we remain vigilant for signs of contagion or worsening fundamentals 
within the private credit segment.

Capital markets activity remained a bright spot through the first half of 2026. Mergers & acquisitions (M&A) advisory volumes 
stayed resilient as strategic consolidations continued across the technology and healthcare sectors. Trading desks across 
the major investment banks, including Goldman Sachs, Morgan Stanley, JPMorgan, and Citigroup, benefited from elevated 
volatility tied to both the Iran conflict and the Fed leadership transition, supporting robust volumes in equities and credit 
trading through the second quarter. The M&A and Initial Public Offerings (IPO) pipeline heading into the second half of the 
year remains active, with deal flow increasingly concentrated among high-quality, profitable issuers.
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On the policy and regulatory front, the Basel III Endgame re-proposal issued on March 19th remained in its comment pe-
riod through the end of the first half of 2026, with the June 18 deadline having drawn extensive industry feedback on the 
streamlined capital framework, projected to reduce capital requirements by roughly 4.8% for Category I and II banks and 
5.2% for Category III and IV banks. Finalization is now expected in the second half of the year, with implementation tar-
geted for 2027. The Fed leadership transition added a new layer of complexity to the U.S. regulatory outlook; while Chair 
Warsh has signaled intent to revisit capital requirements and pursue a more streamlined posture, his hawkish tone on 
rates at his first meeting suggests less predictability on the pace and direction of the broader deregulatory agenda than 
markets had anticipated earlier in the year. Canadian regulators, on the other hand, offered a more stable and predictable 
backdrop over the period, contributing to the relative outperformance of domestic financials. Office of the Superinten-
dent of Financial Institutions (OSFI) reinforced this constructive environment on June 19th by lowering the capital require-
ment for Canadian banks. The move frees up incremental capital for Canada’s largest banks and signals OSFI’s structural 
tolerance for capital deployment going forward, reinforcing the favourable backdrop that has underpinned the sector’s 
outperformance.
Looking ahead to the second half of 2026, U.S. financials present a constructive outlook, with exceptionally robust, well-
capitalized balance sheets and highly visible earnings offering a strong buffer against shifting Fed policy and upcoming 
regulatory finalizations. Meanwhile, Canadian financials enter the remainder of the year with powerful positive momen-
tum; while first half year’s stellar outperformance sets a high bar, it underscores the deep structural strength and favour-
able tailwinds that support a continued constructive trajectory for the sector.

Portfolio Review

Brompton North American Financials Dividend ETF (the “Fund”) was up 8.8% during the first half 2026, outperforming the 
S&P 500 Financials Total Return Index, which was down 1.3%. The S&P/TSX Capped Financials Total Return Index was up 
23.2% over the same period.

Overweight positions in Diversified Banks and Regional Banks versus the S&P 500 Financials Index contributed positively 
to the Fund’s performance. Diversified Banks was the largest positive contributor, led by strong returns from our Canadian 
bank holdings, including Toronto-Dominion Bank, Royal Bank of Canada, and Bank of Montreal, alongside solid gains from 
Citigroup. Regional Banks also contributed meaningfully, led by double-digit gains from Valley National Bancorp, Citizens 
Financial Group, and M&T Bank.

Strong stock selection in Asset Management & Custody Banks and Life & Health Insurance added further value, driven 
by Bank of New York Mellon and Great-West Lifeco, respectively. Investment Banking & Brokerage holdings, including 
Morgan Stanley and Goldman Sachs, also benefited from resilient trading volumes and investment banking activity, a trend 
Brompton expects to continue into the second half of 2026.

The Fund’s underweight position in Property & Casualty Insurance was the primary detractor from performance. The 
Fund remains underweight the sector as deteriorating underlying fundamentals, including elevated loss costs and margin 
pressure, continue to outweigh its otherwise attractive valuation.

During the first half of 2026, the Fund added meaningful exposure to Canadian banks and life insurance companies to reflect 
our favourable view of the operating environment for banks and insurers. At the same time, the Fund trimmed positions in 
Transactions & Payment Processing Services and Financial Exchanges & Data. The portfolio remains strategically positioned 
to benefit from deregulation tailwinds while preserving exposure to defensive subsectors that can provide resilience amid 
shifting market sentiment.



(1) Returns are for the periods ended June 30, 2026 and are unaudited. The table shows the Fund’s compound returns for each period indicated compared 
with the S&P/TSX Capped Financials Total Return Index (“Financials Index”), the S&P 500 Financials Total Return Index (“S&P  Index”) and the S&P/TSX 
Composite Total Return Index (“Composite Index”) (together the “Indices”). The Financials Index is comprised of constituents of the Composite Index that 
are classified as members of the financial sector with individual constituents capped at 25% weight. The S&P Index is comprised of constituents of the 
S&P 500 Index that are classified as members of the financial sector with individual constituents capped at 25% weight. The Composite Index tracks the 
performance, on a market-weight basis and total return basis, of a broad index of large-capitalization issuers listed on the Toronto Stock Exchange. The Fund 
is actively managed; therefore,  its performance is not expected to mirror that of the Indices which have more diversified portfolios and include a substantially 
larger number of companies. Furthermore, the Indices’ performance is calculated without the deduction of management fees, fund expenses and trading 
commissions, whereas the performance of the Fund is calculated after deducting such fees and expenses. The performance information shown is based on 
net asset value per CAD and USD  unit and assumes that cash distributions made by the Fund during the periods shown were reinvested at net asset value 
per CAD or USD unit in additional units of the Fund.  Past performance does not necessarily indicate how the Fund will perform in the future. 

(2) Inception Date October 17, 2018

(3) Inception Date August 8, 2019.

This document is for information purposes only and does not constitute an offer to sell or a solicitation to buy the securities referred to herein. The opinions 
contained in this report are solely those of Brompton Funds Limited (“BFL”) and are subject to change without notice. BFL makes every effort to ensure that 
the information has been derived from sources believed to be reliable and accurate. However, BFL assumes no responsibility for any losses or damages, 
whether direct or indirect which arise from the use of this information. BFL is under no obligation to update the information contained herein. The information 
should not be regarded as a substitute for the exercise of your own judgment. Please read the prospectus before investing.

Commissions, trailing commissions, management fees and expenses all may be associated with exchange-traded fund investments. Please read the 
prospectus before investing. The indicated rates of return are the historical annual compounded total returns including changes in unit value and reinvestment 
of all 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. Exchange-traded funds are not guaranteed, their values change frequently and past performance may not be repeated.

Information contained in this document was published at a specific point in time. Upon publication, it is believed to be accurate and reliable, however, we 
cannot guarantee that it is complete or current at all times. Certain statements contained in this document constitute forward-looking information within the 
meaning of Canadian securities laws. Forward-looking information may relate to matters disclosed in this document and to other matters identified in public 
filings relating to the Fund, to the future outlook of the Fund and anticipated events or results and may include statements regarding the future financial 
performance of the Fund. In some cases, forward-looking information can be identified by terms such as “may”, “will”, “should”, “expect”, “plan”, “anticipate”, 
“believe”, “intend”, “estimate”, “predict”, “potential”, “continue” or other similar expressions concerning matters that are not historical facts. Actual results may 
vary from such forward-looking information. Investors should not place undue reliance on forward-looking statements. These forward- looking statements 
are made as of the date hereof and we assume no obligation to update or revise them to reflect new events or circumstances.
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Annual Compound Returns1 YTD 1-YR 3-YR 5-YR
Since 

Inception2

Since 
Inception3

Brompton North American Financials Dividend 
ETF (CAD Hedged)

8.8% 22.3% 24.0% 10.1% 10.8% -

Brompton North American Financials Dividend 
ETF (USD)

8.0% 22.3% 24.7% 10.4% - 13.0%

S&P/TSX Capped Financials Total Return Index 23.2% 50.5% 33.5% 19.9% 17.7% 19.2%

S&P 500 Financials Total Return Index (1.3%) 3.9% 18.6% 9.8% 11.6% 12.7%

S&P/TSX Composite Total Return Index 11.2% 32.9% 23.5% 14.9% 14.4% 15.1%


