
Global Markets Review
The first quarter of 2026 was defined by a stark transition from AI exuberance to geopolitical turmoil, resulting in a 
challenging period for global equities. The quarter began with a cooling of software stocks and buoyance of semiconductor 
names, as recent AI breakthroughs have raised uncertainty in software around monetization and pricing models. However, 
market volatility intensified significantly following the onset of the Iran war in late February, which propelled oil prices and 
reignited inflation fears. As a result, the MSCI World Index fell 3.5% ending Q1. Energy was the best performing sector and 
benefited from oil prices surge due to the Iran war. In North America, the S&P 500 Index lost 4.4%, while the S&P/TSX 
Composite gained 4.0%. Energy was the top-performing sector in both markets. In Europe, the STOXX 600 returned -0.8%. 
The UK’s FTSE 100 Index was the top-performing country index, up 3.4%, while Italy (-1.0%), Spain (-2.4%), Switzerland 
(-2.4%), France (-4.0%), and Germany (-7.4%) all finished the quarter in negative territory. 

The broader economy remained resilient during the first 3-month period. However, inflationary pressure has forced global 
central banks to keep policy rates higher for longer. In the U.S., inflation moderated to 2.4%, while unemployment pointed 
to 4.3% for March. Meanwhile, manufacturing PMI landed at 52.7, marking three consecutive months in expansionary 
territory. Overall, the business sector experienced solid demand so far, but cost and supply chain pressures are becoming 
increasingly prominent if shipping disruption in the Strait of Hormuz and elevated oil prices persist in the coming months. 
In bond markets, the U.S. 10-year yield rose, while the yield curve flattened largely during the quarter as the market has 
priced in no rate cuts in as opposed to two more rate cuts before escalation of the Iran war. The Canadian 10-year yield 
largely mirrored U.S. Treasuries, influenced by the Bank of Canada’s cautious outlook on inflation. In equity markets, value 
outperformed growth in Q1, fueled by Energy sector rally.

The U.S. Federal Reserve halted its policy normalization in Q1, maintaining the target range of 3.50% to 3.75% at both 
the January and the March FOMC meetings. This decision represented a shift toward a patient stance as the Committee 
balanced the dual mandate against a backdrop of renewed geopolitical uncertainty. While the Fed had previously signaled 
a path toward normalization, at the March meeting, Chair Powell noted that the Fed would need to see further “progress on 
inflation” in order to cut rates this year. The Fed’s latest projections now anticipate GDP growth of 2.4% for 2026, a slight 
upward revision from previous estimates. By the end of March, Fed Funds Futures had priced in zero rate cuts.

The Bank of Canada (BoC) overnight policy rate sits at 2.25% throughout the first quarter of 2026. The Governing Council 
shifted its tone, moving from a neutral stance to a “tightening bias” as the domestic economy faced renewed inflationary 
pressures from the global energy shock amid geopolitical risks in the Middle East. Despite the lingering drag of U.S. trade 
tariffs, the broader Canadian economy staged a mild recovery. Weakness in manufacturing, wholesale trade, and housing-
related sectors were offset by stronger energy production and construction sector output. Retail volumes also increased, 
suggesting continued resilience in consumer spending. However, unemployment remained relatively high at 6.7%, signalling 
labour market softness.

The European Central Bank (ECB) maintained its benchmark interest rate at 2.15% in Q1, adopting a cautious stance as the 
“disinflationary process” faced its first major setback from rising energy costs. While President Christine Lagarde noted 
in March that underlying inflation remains manageable, policymakers could hike the benchmark rate even if expected 
inflation surge is “not too persistent”. Moreover, the “resilient services sector” began to feel the pinch of higher input prices, 
while manufacturing continued to struggle under the weight of heightened Middle Eastern supply-chain risks. Across the 
channel, the Bank of England (BoE) unanimously opted to hold the policy rate at 3.75% during its February and March 
meetings. This shift was prompted by a stabilization in the labour market and a pivot in the BoE’s risk assessment, noting 
that the inflationary shock from the Iran war has re-introduced the “risk of greater inflation persistence” that had previously 
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appeared settled. On the fiscal front, France achieved a notable fiscal milestone when its 2025 deficit narrowed to 5.1% 
of GDP, beating the government target and improving from 2024. This result provided the government with some fiscal 
flexibility as it navigated energy market challenges stemming from surging energy prices.
During the first quarter, geopolitical events in Middle East drove up market volatility. The U.S. and Israeli strikes on 
Iran escalated the geopolitical tensions in the Gulf Region.  The most significant supply chain impact has been Iran’s 
stranglehold on the Strait of Hormuz, a critical waterway for global energy flows. The conflict has driven dramatic energy 
price increases. Gasoline prices surged over 21% in March, posting their largest single-month increase since the Bureau of 
Labor Statistics first published the series in 1967. With Brent crude oil prices largely above US$100 during the back half of 
March, CPI rose 3.3% for the month, up sharply from just 2.4% previously, creating major challenges for the Federal Reserve. 
As a result, Energy was the best performing sector in the quarter, as the sector names largely benefited from higher oil 
prices. Apart from crude oil, the conflict has created a severe fertilizer crisis, as the disruption of the Strain of Hormuz cut 
off a large portion of the world’s supply of ammonia, urea, sulfur, and phosphate. The farmer economics in the Northern 
hemisphere deteriorated due to grower margin compression amid elevated fertilizer input costs. According to the latest 
OECD Economic Outlook published in March 2026, the impact of the conflict is projected to increase G20 headline inflation 
by 1.2 percentage points in 2026 and 0.2 percentage points in 2027.

Looking forward to the rest of 2026, we believe the conflict in the Middle East will continue dominating headlines and 
weighing on sentiment in the near term. Central banks are cautious in making policy changes in response to higher inflation 
due to the energy shock. Meanwhile, global equity valuations have come down meaningfully. Many large cap names in 
sectors such as Financials, Technology, and Consumer Discretionary are offering more attractive risk-reward profiles than 
6 months ago. As tariff and geopolitical risks persist, a well-diversified portfolio spanning multiple sectors and geographies 
is essential. In this climate, we favour a balanced portfolio, complemented by prudent risk management effort through our 
covered call strategy.

Portfolio Review  

Brompton Global Dividend Growth ETF (the “Fund”) was down 1.2% for the first quarter of 2026, underperforming the MSCI 
World High Dividend Yield Total Return Index, which was up 4.2%. The MSCI World Total Return Index was down 3.5% over 
the same period.

The Fund benefited substantially from our stock selection and overweight position in Consumer Staples and Materials in 
Q1, led by top contributors Ajinomoto and Agnico Eagle Mines, respectively. In Consumer Staples, Ajinomoto continued 
to benefit from stable global expansion in its seasonings & food segment, while its functional materials and healthcare 
segments have moved from investment phase to monetization phase. In Materials, Agnico Eagle Mines surged with higher 
gold prices amid geopolitical conflict in Middle East and a broadly weaker U.S. dollar. Meanwhile, Overweighting Real 
Estate also contributed to the Fund’s performance. WellTower, our only holding in the sector, was supported by improved 
occupancy rates and resilient senior housing fundamentals. Our market weight position in Industrials outperformed the 
benchmark. BAE Systems was the best performer within the sector, as the company signaled expansion of defense budgets 
around the world. Information Technology was down and underweight in the Fund but outperformed the benchmark, thanks 
to strong performers such as Corning and Motorola Solutions.  

Offsetting this positive performance was the Fund’s overweight position in Financials and Consumer Discretionary. Both 
sectors were down and underperformed relative to the benchmark in Q1. Moreover, the Fund was market weight Utilities, 
which returned positively but lagged the benchmark performance. Communication Services and Healthcare also registered 
negative returns, despite being underweight relative to the benchmark. Boston Scientific was the main detractor, as the 
medical device maker’s 2026 outlook fell short of expectations. Finally, Energy generated robust total return amid energy 
shock due to the closure of the Strait of Hormuz, but the sector underperformed relative to the benchmark.

During the quarter, we increased our exposure to Energy, Materials, and Technology, funded by sales of holdings in 
Communication Services and Consumer Discretionary. These adjustments reflect our portfolio positioning shifts towards 
hedging higher energy costs due to the escalation of geopolitical risks in the Middle East. In Consumer Discretionary, we 



closed our exposure to an online travel agency amid AI disruption concerns.  Nevertheless, we remain positive on secular 
themes such as AI and electrification. 

  

Annual Compound Returns1 YTD 1-YR 3-YR 5-YR
Since 

Inception2

Brompton Global Dividend Growth ETF (1.2%) 12.6% 17.1% 9.4% 8.8%

MSCI World High Dividend Yield Total Return 4.2% 15.9% 12.7% 8.6% 8.7%

MSCI World Total Return Index (3.5%) 19.4% 17.3% 10.8% 12.3%

(1) Returns are for the periods ended March 31, 2026 and are unaudited. The table shows the Fund’s compound return for each period indicated compared 
with the MSCI World Total Return Index (“MSCI Index”) and the MSCI World High Dividend Yield Total Return Index (“High Dividend 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 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 unit and assumes that cash distributions made by the Fund during the periods shown 
were reinvested at net asset value per 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.

Certain information contained herein (the “Information”) is sourced from/copyright of MSCI Inc., MSCI ESG Research LLC, or their affiliates (“MSCI”), or 
information providers (together the “MSCI Parties”) and may have been used to calculate scores, signals, or other indicators. The Information is for internal 
use only and may not be reproduced or disseminated in whole or part without prior written permission. The Information may not be used for, nor does it 
constitute, an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product, trading strategy, or index, nor should it 
be taken as an indication or guarantee of any future performance. Some funds may be based on or linked to MSCI indexes, and MSCI may be compensated 
based on the fund’s assets under management or other measures. MSCI has established an information barrier between index research and certain 
Information. None of the Information in and of itself can be used to determine which securities to buy or sell or when to buy or sell them. The Information is 
provided “as is” and the user assumes the entire risk of any use it may make or permit to be made of the Information. No MSCI Party warrants or guarantees 
the originality, accuracy and/or completeness of the Information and each expressly disclaims all express or implied warranties. No MSCI Party shall have 
any liability for any errors or omissions in connection with any Information herein, or any liability for any direct, indirect, special, punitive, consequential or any 
other damages (including lost profits) even if notified of the possibility of such damages.

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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