
Global Markets Review
The first half of 2026 was dominated by artificial intelligence and geopolitical tensions. The six-month period initially 
witnessed a cooling of software stocks, driven by uncertainty around near-term Artificial Intelligence (AI) monetization and 
pricing models. Market volatility spiked significantly in late February following the onset of the conflict involving Iran, which 
sent oil prices soaring and reignited global inflation fears. Risk appetite returned dynamically in the second quarter, powered 
by robust earnings from semiconductor and memory manufacturers, as well as the gradual opening of the Strait of Hormuz. 
As a result of this mid-year rally, global equity indices reversed their first-quarter drawdowns. The MSCI World Total Return 
Index finished the first half up 10.0%. Information Technology was the best-performing sector. In North America, the S&P 
500 Total Return Index gained 10.2%, with Industrials being the top-performing sector. The S&P/TSX Composite Total 
Return Index was up 11.2%, buoyed by Energy and Financials. In Europe, the STOXX 600 Total Return Index returned 11.0%. 
Italy’s FTSE MIB was the top-performing country index, up 18.2%, while Spain (+14.6%), Switzerland (+10.1%), the UK (+7.6%), 
France (+5.7%), and Germany (+2.1%) all finished the six-month period in positive territory.

The broader economy remained resilient during the first 6-month period. However, inflationary pressure forced global 
central banks to keep policy rates higher for longer. In the U.S., inflation picked up due to rising energy costs, hovering at 
4.2% for May, while the labor market remained historically tight. Meanwhile, manufacturing PMI for May landed at 54.0, 
marking five consecutive months in expansionary territory. Overall, the business sector experienced robust demand, but 
supply chain and input cost pressures intensified as the shipping disruption in the Strait of Hormuz persisted. In bond 
markets, the U.S. 10-year yield rose, as investors focused on rising inflationary risks. The Canadian 10-year yield was largely 
flat over the 6-month period, though it peaked in May alongside oil prices due to the Iran war. In equity markets, value 
outperformed growth in the first quarter, driven by the Energy rally, while growth strongly outperformed in the second 
quarter as AI stocks rebounded.

The U.S. Federal Reserve (Fed) extended its policy pause through the second quarter of 2026, maintaining the target 
range for the federal funds rate at 3.50% to 3.75% at its May and June Federal Open Market Committee (FOMC) meetings. 
This period marked a historic transition, as new Fed Chair Kevin Warsh assumed leadership in late May, succeeding 
Jerome Powell. In his first public addresses, Warsh firmly pushed back against market expectations for monetary easing, 
emphasizing a strict commitment to price stability. He also laid out a range of issues that various task forces will address in 
the coming months—communications, the balance sheet, data sourcing, productivity and the Fed’s inflation framework—to 
guide Fed reforms. By the end of June, Fed Funds Futures had priced in one rate hike in 2026.

The Bank of Canada (BoC) overnight policy rate remained at 2.25% throughout the first half of 2026, maintaining its strict 
“tightening bias” as a defensive buffer against imported energy inflation. The BoC noted that there has been “limited 
evidence so far” of higher energy prices passing through into the broader sectors of the consumer economy. The central bank 
also acknowledged that Canada’s broader economic activity has been weak. Slowing population growth and affordability 
pressures continue to weigh on housing activity and business investment. Furthermore, the Governing Council highlighted 
that heightened uncertainty surrounding U.S. trade policy and tariffs remains a major headwind for Canadian exporters. On 
the positive side, consumer spending showed surprising durability, evidenced by steady retail sales volumes.

Abandoning its cautious first quarter pause, the European Central Bank (ECB) raised its benchmark interest rate by 25 
basis points to 2.4% at its June meeting. This marked the ECB’s first rate hike since late 2023. This rate hike was well 
telegraphed and described as a natural reaction to the energy price shock, which is already transmitting through the 
economy. Policymakers explicitly cited the war in the Middle East as the catalyst for renewed inflation pressures, which 
forced staff to sharply upgrade their 2026 headline inflation forecast to 3.0% from 2.6%. Eurozone manufacturing held up 
unexpectedly well, largely because firms aggressively hoarded inventory to buffer against Middle Eastern supply-chain 
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disruptions. However, the economic fallout began to weigh heavily elsewhere. The ECB noted a distinct slowdown in the 
previously resilient services sector and revised down its 2026 Eurozone GDP growth projection to a sluggish 0.8%, as 
elevated energy costs eroded real household incomes. Across the channel, the Bank of England (BoE) opted to maintain its 
policy Bank Rate at 3.75% during its June 2026 meeting. The Bank indicated that it is willing to temporarily tolerate above-
target headline inflation, provided long-term inflation expectations remain anchored and domestic demand continues to 
cool. Furthermore, with the UK labor market showing ongoing signs of softening and broader demand weakness creeping 
into the real economy, the Monetary Policy Committee judged that attempting to tame inflation too quickly would risk 
unnecessary economic volatility.

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. Global central banks have shifted from monetary easing to a 
more hawkish tone. In addition, U.S. 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 global equities, supported by continued earnings strength, especially among AI 
beneficiaries across various sectors, while maintaining a balanced portfolio complemented by prudent risk management 
through the covered call strategy.

Portfolio Review  

Units (1 Class A share plus 1 Preferred share) of Global Dividend Growth Split Corp. (the “Fund”) were up 11.5% for the first 
half of 2026, which drove a return of 19.0% on the Class A Shares. This compares to the MSCI World Total Return Index 
and the MSCI World High Dividend Yield Total Return Index, which were up 10.0% and up 8.8%, respectively, over the same 
period.

The Fund benefited substantially from stock selection and overweight positions in Consumer Staples and Real Estate during 
the first six months of 2026. In Consumer Staples, Ajinomoto was the top contributor, driven by surging demand for its 
insulating materials used in semiconductor manufacturing. In Real Estate, Welltower, the Fund’s only holding in the sector, 
was supported by improved occupancy rates and resilient senior housing fundamentals. Meanwhile, overweight exposure 
to Industrials also contributed to the Fund’s outperformance. Prysmian was the best performer within the sector, as the 
grid infrastructure supplier was rewarded by the market’s growing recognition that transmission capacity is a bottleneck 
for AI and power demand. Communication Services and Technology were both underweight in the Fund and outperformed 
the benchmark, propelled by continued market optimism toward AI investment and resilient earnings among AI-driven 
companies. Corning was the top performer in the sector as well as the Fund. In addition, the Fund was market weight 
Utilities, which delivered a positive return and outperformed the benchmark.

Partially offsetting this positive performance was the Fund’s overweight in Energy, Materials, and Financials. Although 
these sectors generated positive returns, they lagged the benchmark. In addition, the Fund’s overweight position in 
Consumer Discretionary detracted from relative performance, as the sector declined, weighed down by Booking Holdings 
and Dollarama. Healthcare was underweight and posted a positive return, though it fell short of benchmark performance. 
Boston Scientific was the main detractor, as the medical device maker’s 2026 outlook fell short of expectations.

During the first half of 2026, the Fund increased exposure to Industrials and Consumer Discretionary. These adjustments 
reflected the preference for infrastructure buildout, electrical equipment, travel demand, and trucking transportation. The 
Fund sold its telecom holding in the Communication Services sector in favour of AI beneficiaries. The Fund also reduced its 
Energy sector exposure and exited its gold exposure as oil and gold prices retreated from recent highs. Brompton remains 
positive on secular themes such as AI and electrification.



(1) Returns are for the periods ended June 30, 2026 and are unaudited. The table shows the Fund’s compound returns on a Class A share, Preferred share and 
unit (which consists of one Class A share and one Preferred share) for each period indicated, compared with the MSCI World Total Return Index (“MSCI Index”), 
the MSCI World High Dividend Yield Total Return Index (“High Dividend Index”) and the S&P/ TSX Preferred Share Total Return Index (“Preferred Share Index”) 
(together the “Indices”). The MSCI Index captures large and mid‑cap representation across 23 developed markets countries and covers approximately 85% 
of the free float‑adjusted market capitalization in each country. The High Dividend Index targets companies from the MSCI Index (excluding Real Estate 
Investment Trusts) with high dividend income and quality characteristics and includes companies that have higher than average dividend yields that are 
expected to be both sustainable and persistent. The Preferred Share Index tracks the performance, on a market weight basis and a total return basis, of a 
broad index of preferred shares trading on the Toronto Stock Exchange (“TSX”) that met the criteria relating to size, liquidity and issuer rating. 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. 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. Additionally, the performance of the Fund’s Class A shares is 
impacted by the leverage provided by the Fund’s Preferred shares. The performance information shown is based on net asset value per Class A share and 
per unit, or the redemption price per Preferred share, and assumes that cash distributions made by the Fund during the periods shown were reinvested at net 
asset value per Class A share and per unit, or the redemption price per Preferred share in additional Class A shares, units and Preferred shares of the Fund. 
Past performance does not necessarily indicate how the Fund will perform in the future.

(2) Inception date June 15, 2018.

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 Fund’s annual information form before investing.

You will usually pay brokerage fees to your dealer if you purchase or sell shares of the Fund on the TSX or other alternative Canadian trading system (an 
“exchange”). If the shares are purchased or sold on an exchange, investors may pay more than the current net asset value when buying shares of the 
investment fund and may receive less than the current net asset value when selling them.

There are ongoing fees and expenses associated with owning shares of an investment fund. An investment fund must prepare disclosure documents that 
contain key information about the Fund. You can find more detailed information about the Fund in the public filings available at www.sedarplus.ca. The 
indicated rates of return are the historical annual compounded total returns including changes in share value and reinvestment of all distributions and do not 
take into account certain fees such as redemption costs or income taxes payable by any securityholder that would have reduced returns. Investment 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

Global Dividend Growth Split Corp. - Class A 19.0% 32.3% 34.0% 18.0% 18.0%

MSCI World High Dividend Yield Total Return Index 8.8% 18.1% 13.6% 8.7% 8.7%

MSCI World Total Return Index 10.0% 21.8% 19.8% 12.0% 12.9%

Global Dividend Growth Split Corp. - Unit 11.5% 19.6% 19.1% 11.6% 10.5%

Global Dividend Growth Split Corp. - Preferred 2.5% 5.1% 5.1% 5.1% 5.1%

S&P/TSX Preferred Share Total Return Index 4.4% 12.9% 16.9% 6.5% 5.8%


