
Crude Oil Review

The S&P 500 Energy sector’s exceptional run in the first quarter moderated significantly in the second quarter, as the same 
conflict that drove the sector’s historic first quarter surge began resolving through diplomatic channels, triggering a sharp 
pullback in crude prices. Despite the pullback, however, the sector still finished the first half up 19.7%. After peaking above 
$118 per barrel in the first quarter, Brent crude retreated more than $40 per barrel from its April highs to close at $72.9 
per barrel at the end of June, as easing tensions, accelerated IEA member country stock releases, and softening demand 
combined to pull prices down from crisis levels. West Texas Intermediate (WTI) crude prices followed a similar trajectory, 
closing the first half at $69.50 per barrel after reaching a high of $113.0 per barrel in April. In Canada, Western Canadian 
Select declined to US$55.30 at the end of June.

The supply and demand picture deteriorated further before beginning to stabilize. Global oil supply fell to just 94.5 million 
barrels per day (mb/d) in May, a decline of 13.6 mb/d versus pre-conflict levels, though shipments through the Strait of 
Hormuz were already recovering by early June, aided by ship-to-ship transfers in the Gulf of Oman that lifted total flows 
from a May low of 9.6 mb/d to roughly 12 mb/d. On the demand side, the damage proved more severe than initially estimated: 
the IEA now projects global oil demand will decline by 1.1 mb/d for full year 2026, a downward revision of 700,000 barrels 
per day since its last forecast, as second-quarter deliveries plunged by 5 mb/d year-over-year. A major driver of the decline 
was a sharp drop in crude imports into China and Japan, where each fell by approximately 40%, as lower refinery runs 
across Asia, the Middle East, and Eurasia transmitted the supply shock deep into product markets. Despite the demand 
destruction, global oil stocks continued to draw down at a record pace, falling by 143 million barrels in May alone, with OECD 
government inventories dropping to their lowest level since December 1990 as emergency stock releases accelerated.

The outlook for the second half of 2026 now hinges on the durability of the U.S.-Iran agreement and the pace of the Gulf 
supply recovery. Brompton expects a gradual normalization of Middle Eastern exports and production through the balance 
of the year, followed by a rebound in 2027 as Gulf output is restored and non-OPEC+ producers continue to grow. Refinery 
activity is expected to remain depressed in the near term. The IEA projects global crude throughputs to contract by 2 mb/d 
in 2026 to 82 mb/d, before rebounding by 3.1 mb/d in 2027. Given the operational and political constraints, including the 
extended demining of key shipping lanes and unresolved transit arrangements through the Strait, a full recovery will not 
be immediate. The resumption of flows through the Strait of Hormuz remains the single most critical variable for easing 
pressure on energy supplies, prices, and the broader global economy. Brompton is becoming more positive on Canadian 
energy with higher projected production growth enabled by expanded takeaway capacity on existing and prospective new 
pipelines.

Portfolio Review

Units (1 Class A share plus 1 Preferred share) of Brompton Energy Split Corp. (the “Fund”) were up 13.9% in the first half 
of 2026, which drove a return of 34.5% on the Class A shares, beating the S&P/TSX Capped Energy Total Return Index 
(+26.2%) over the same period. The Energy sector’s strong first-half year performance reflected the lingering effects of the 
first quarter supply shock even as prices retreated sharply through the second quarter alongside the de-escalation of the 
Iran conflict. Top contributors included Tamarack Valley Energy (+56.1%), Imperial Oil (+37.7%), and Enerflex (+39.7%), all of 
which benefited from sustained exposure to the elevated crude price environment that prevailed through much of the first 
half. The primary detractor was Constellation Energy, which fell 27.0% as the market continued to rotate out of power and 
utility adjacent names and into pure-play oil producers.
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The Fund currently holds 23 positions across North American companies (13 Canadian names, 7 U.S. names) and 3 
European energy companies, reflecting continued diversification of the portfolio. Canadian exploration & production 
and services names dominated the Fund’s performance for the first half of 2026, with Tamarack Valley, Imperial Oil, and 
Enerflex delivering outsized returns as heavy oil producers and services providers captured the benefit of the sustained 
elevated pricing environment. Midstream operators including Targa Resources (+51.9%), Williams Companies (+29.9%), and 
Kinder Morgan (+22.7%) also performed well over the period, benefiting from increased throughput demand and toll-based 
revenue insulation from crude price volatility. Gas-weighted E&Ps such as Peyto (+7.0%) and EQT (+3.3%) posted more 
modest gains, decelerating notably from their strong first quarter pace as relatively stable Henry Hub pricing limited further 
upside. Regulated utilities held up well and contributed positively to the Fund over the period.

Looking ahead to the second half of 2026, the Fund’s strategy remains anchored in high-quality oil-weighted E&Ps and 
midstream operators, while continuing to monitor the state of the U.S.-Iran conflict and the pace of Gulf supply normalization 
closely. The Fund is focused on positioning the portfolio for a more balanced pricing environment, favoring Canadian heavy 
oil producers with strong free cash flow generation and disciplined capital return programs, as well as midstream names 
with take-or-pay contract structures that insulate earnings from price volatility in either direction. Regulated utilities remain 
a core defensive allocation given ongoing macro uncertainty. Brompton believes the portfolio is well positioned to navigate 
a more normalized supply backdrop while retaining upside exposure should Gulf supply recovery prove slower than the 
market currently anticipates.



(1) Returns are for the periods ended June 30, 2026 and are unaudited. The table shows the Fund’s compound return 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 S&P/TSX Capped Energy Total Return 
Index (“Energy Index”), the S&P/TSX Composite Total Return Index (“Composite Index”) and the S&P/TSX Preferred Share Total Return Index (“Preferred 
Index”), (together the “Indices”). The Energy Index is derived from the Composite Index and tracks the performance of equity securities that are in the energy 
sector of the Toronto Stock Exchange (“TSX”). The Composite Index tracks the performance, on a market‑weight basis and a total return basis, of a broad 
index of large‑capitalization issuers listed on the TSX. The Preferred Index tracks the performance, on a market‑weight basis and a total return basis, of 
preferred shares listed on the TSX that meet 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 February 24, 2015.

* Performance per Class A share is not determinable, as the comparative Net Asset Value per Class A share was $0.00.

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 10-YR
Since 

Inception2

Brompton Energy Split Corp. - Class A 34.5% 38.3% 39.0% * (0.3%) (2.7%)

S&P/TSX Capped Energy Total Return Index 26.2% 46.3% 23.1% 27.0% 11.1% 8.4%

S&P/TSX Composite Total Return Index 11.2% 32.9% 23.5% 14.9% 12.8% 10.9%

Brompton Energy Split Corp. - Unit 13.9% 17.8% 16.5% 19.7% 5.5% 3.8%

Brompton Energy Split Corp. - Preferred 3.7% 7.4% 8.0% 10.0% 7.1% 6.9%

S&P/TSX Preferred Share Total Return Index 4.4% 12.9% 16.9% 6.5% 7.1% 4.8%


