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August 2026:  There’s Always a Bull Market Somewhere (Rotation Edition)

• S&P/TSX Capped Energy Index was up 16.4% in July. WilderHill Clean Energy Index down 17.9%

• Very bipolar market for energy stocks in July. Largest names went up substantially, but everything mid cap was up far 
less. For example, Canadian Natural Resources and Suncor were up 19.0% and 23.4%, respectively, while most of the 
mid cap names were up 5% - 10%

• While frustrating short term, we feel this move validates the larger energy investment thesis and will result in a catch 
up trade in the mid cap names over the balance of the year 

• S&P/TSX Composite Total Return Index up 1.2% for the month.  S&P/TSX Dividend Aristocrats Index up 2.5%

• Dividend growth stocks continue to be a subsector of the market that is working well. Year to date the S&P/TSX 
Composite Total Return Index is up 12.5%, while the Dividend Aristocrats Index is up 17.9%, which illustrates the 
point. Vantage Fund is up 18.9% year to date

• There are certain subsectors that are starting to get expensive, so we are looking to trim more of our core positions 
in the coming weeks/months

Vantage Fund (“PVF”) up 2.5% in July 

July 2026 Fund Review
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Select Fund (“PSF”) up 5.8% in July

• While choppy day to day, we continue to see some rotation towards quality-oriented names and some of the 
beaten up software names. Stepping back and looking at the last 3 – 4 months we are seeing the start of a more 
consistent move higher in some of those names  

• Similar to last month, some of our best performers in July were companies that have been largely out of favor 
until the last few months. Constellation Software was up 12%. Kinaxis was up 10%. Descartes was up 7%. In the 
US, Visa and Thermo Fisher Scientific have rallied for the last few months off of relative lows

Horizon Fund (“PHF”) up 1.0% in July



Section I: Market Rotation and Sentiment
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• July saw some days of 
extreme rotation with 
growth/semiconductor 
names down 5% or more at 
the same time as software 
and value sectors would 
trade up 5% or more

• Rotation is the sign of a 
healthy market, even 
though the volatility under 
the surface can seem a 
little extreme in the 
moment

• This month saw 
semiconductors and 
consumer discretionary 
trade weak while software, 
energy and other value 
sectors traded relatively 
better

• Bodes well for markets into 
the remainder of 2026

Performance of Select U.S. Indices (Indexed to June 30 2026)(1)

Rotation is the Propellant of a Bull Market
As the economic cycle evolves, so too should the stock market
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(1) Source: Bloomberg
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• Q2 2026 has been one of 
the strongest quarterly 
reporting seasons in 
decades in the US

• Year over year Q2 earnings 
in the US were up over 30%

• While Canadian 
expectations have 
moderated a little, forward 
growth expectations are 
still for 25%+ earnings 
growth

• While this data looks 
broadly impressive, we do 
want to acknowledge that 
at some point the good 
data will be impossible to 
top and expectations will 
moderate. Maybe this is 
happening in Canada 
already

S&P 500 & TSX Forward EPS Growth Rate (% YoY) (1)

Earnings are the Key Driver for Stock Market Performance
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(1) Source: Bloomberg

Earnings expectations have accelerated in the US with Canadian growth pulling back 
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• A combination of better 
than expected revenue 
growth and expense 
management has driven up 
profit margins to a record 
high of almost 17%

• The forward P/E ratio has 
declined for the S&P 500 
because of the higher 
profits in the calculation. 
Market isn’t cheap, but it’s 
not as expensive as it’s 
made out to be either

• How sustainable is this 
improvement in 
profitability? Businesses are 
hyper focused on costs, but 
how much can they 
squeeze? Will AI pick up the 
slack and cut more costs in 
the future?

S&P 500 Forward Profit Margin & P/E Ratio (1)

Profit Margins Are Up, Which Brings Valuations Down
Corporate profitability has improved by approximately 40% in only three years
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(1) Source: Bloomberg
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• Note how delinquencies have started going down in the last year after a brief run up post COVID that only got the 
delinquency rate back up to the low end of the multi-year range

• At the same time, the volume of payments at Visa and Mastercard are growing at a healthy 10% rate with Visa in 
particular running at its highest growth rate post the COVID induced bounce in online activity

• We have been saying it for a long time now, but it bears repeating that the US consumer is in very solid shape

US Consumer Continues to Operate From a Position of Strength
That may sound strange on the surface, but on balance the consumer is pretty healthy
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U.S. Credit Card Delinquencies (%) and MasterCard & Visa YoY Change in Payment Volumes (%) (1)

(1) Source: Bloomberg
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• Inflation in Canada has 
been very tame of late 
(other than groceries) but 
the US has seen a bump 
that has investors 
concerned that the US Fed 
may hike interest rates 

• While the market has been 
moving more towards an 
expectation of interest rate 
hikes, we still think the 
safest bet will be flat rates, 
or maybe even down, 
depending on what 
happens with the price of 
oil for the remainder of the 
year

• CPI readings for June were 
released last week and 
came in lower than 
expected in the US. An end 
to Iran hostilities would 
accelerate this trend

U.S. CPI & PCE (1)

Oil Driven Spike in Inflation is Starting to Wane
As the war comes to a close (hopefully) the risk around higher inflation should abate
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(1) Source: Bloomberg
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• Despite the run up in AI/Semiconductor/Growth stocks this year we have never seen a point where investor 
sentiment got to an exuberant level. Current sentiment is exactly average going back over the last 20 years

• There has been a general concern that the AI trade is a bubble and that inflation risk was going to take down the 
markets, which has kept sentiment a little more in check than it might have been otherwise

• Overall, there is room for markets to go higher, especially if earnings growth remains boisterous

Investor Sentiment Remains Positive, but not Exuberant
Approximately “just right” from a sentiment perspective for the last year
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AAII Survey Bull Minus Bear & Cash Positioning (1)

(1) Source: Bloomberg
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• This data would indicate to us that we are still in the early stages of an economic cycle
• Overtime hours continue to go higher. Temp work also going higher. This shows that companies are busy and are putting in extra hours, but 

are hesitant to hire full time to meet the improved demand

• Unemployment rate has been falling and job openings are increasing. Again, both of these data points suggest to us 
that companies are gaining confidence and the outlook continues to improve   

Jobs Data in the US is Still Slowly Improving…
…but slightly hesitant to commit to full-time hiring
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Unemployment & JOLTS Job Openings and Temporary Help & Overtime Hours (1)

(1) Source: Bloomberg
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Section II: Oil Update
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• While global inventories continue to make new recent lows (left chart) the data has improved a little in the last 
month by going sideways. The rapid buildout of pipeline capacity in the Middle East should help to ease concerns

• US oil storage (not including the Strategic Petroleum Reserve) is actually being managed reasonably well and is at 
average levels for the last five years

• Tight oil storage is fine, but we don’t want to see a panicked spike in price. Governments are adjusting quickly

The Oil Investment Thesis Needs to Move Beyond the Iran War
The fear factor of a potential price spike isn’t helping longer term investors
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Global Crude Oil Storage & U.S. Crude Oil Storage (Millions of Barrels)(1)

(1) Source: Bloomberg
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• …And part of it is a higher valuation to acknowledge the cash flow generation
• We don’t think that valuations are going back to the low end of the range given the improvement in the industry wide business model, which 

focuses on cash flow and shareholder returns

• We think the sector is a “buy on dips” opportunity when the stocks trade between 4.5x – 5x EV/EBITDA. The sector 
recently bounced at the 5x level in June. This of course does not consider any unforeseen scenarios like a COVID or 
something similar that rattles the trading dynamics

Canadian Oil and Gas Stocks’ Valuations Have Traded Up…
…but part of that is anticipation of higher stabilized commodity prices
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Canadian Energy Index 24-month Forward EV/EBITDA (1)

(1) Source: Bloomberg
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• This FCF generation story is 
what we want investors to 
focus on – how much is 
generated and how it will be 
used to enhance shareholder 
returns

• At this point we are generally 
uninterested in what Middle 
East oil infrastructure is being 
bombed. Iran is highly 
weakened and will not be an 
issue long term

• That doesn’t mean that 
tensions (and oil prices) 
couldn’t flare up again, but 
the real focus needs to shift 
to “what level of prices is 
reasonable in a somewhat 
supply constrained world?” 
and “How many shares will be 
repurchased? How many 
dividends will be increased?”

Canadian Major E&P Free Cash Flow Over Time (CAD Millions) (1)

Free Cash Flow to be Used for Strategic Purposes
First half of 2026 generated almost as much FCF as the full calendar year of 2025
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(1) Source: Bloomberg
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• While the day-to-day volatility has picked up between various sectors and factors, the rotation is evidence of a 
healthy market with investors selling out of expensive sectors and re-allocating that money to other sectors that 
look relatively more attractive as the economic cycle moves forward

• Importantly, the money that is leaving certain sectors is NOT leaving the stock market. It’s hunting for relative 
value in sectors that will benefit from the expected future state of growth in the economy 

• We seem to be seeing ongoing expansion in the US economy driven by consumer spending and a recovery in the 
manufacturing part of the economy. As further proof of this growth comes to light, the rotation should continue 
to sectors that benefit from that specific growth

• Oil and gas looks to continue the strength from the first half of the year. Stocks are being bought on dips and 
trading well despite a pullback in oil prices. Natural gas is a bit different and needs some evidence of demand 
growth due to electricity generation. Some gas stocks have traded okay despite gas price weakness, especially in 
Canada

• The US Fed is talking tough about inflation, but we think there’s still a reason to think interest rates will remain 
flat, or maybe even decline in the next year

• Markets feel separate from some financial headlines on a day-to-day basis. We look at recent market strength in 
general, but also in sector specific themes like oil and gas, as a sign that investor confidence continues to build 
around economic strength (and higher floor prices for oil) in the coming six to nine months

Summary Comments

16



Section III: Wealth Management Portfolios Overview
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• It’s an interesting observation to note how return profiles are moderating across a lot of asset classes outside of 
the AI and AI-adjacent stocks, in addition to commodity stocks and select “factors” 

• Private equity returns are down in the last couple of years, arbitrage strategies are facing much narrower spreads, 
some long/short strategies have been challenged as shorts have traded up, and real estate has entered a new 
phase after 15 years of consistent returns 

• We are making some changes across our model portfolios to account for the changing market dynamics. We are 
adding strategies that benefit from the current market environment 

• In our view, the long-term returns of our model portfolios remain at acceptable levels, but we do think that some 
adjustments make sense. Most of the changes are in the alternative asset class portion of the models. Specific 
adjustments to private equity holdings, business loans, long/short strategies and real estate are being 
implemented

• We are happy to discuss this in more detail if you have any questions. Regulatory restrictions and competitive 
reasons don’t allow for detailed discussions in this setting. Return profiles and downside protection can be 
discussed on the phone or in person

• The downside protection from the alternative sleeves in our model portfolios remains a key focus, with an 
expected improvement to the upside returns as we make these model portfolio adjustments

• Equity funds continue to work well with certain funds up around 25% year-to-date

Palisade Model Portfolio Changes
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• The various model portfolios built and offered by Palisade are constructed with the goal of lowering a portfolio’s 
risk/volatility while still targeting returns that achieve your long-term investing goals

• Volatile markets, like the ones we are in currently, highlight the benefits of diversification and including 
alternative strategies in a broader portfolio. Alternatives are typically less correlated to the returns of the stock 
market

• For example, the Palisade Growth+ model includes an investment in Saskatchewan farmland that has consistently 
provided approximately 12% annualized returns, and has gone up when stock markets have gone down (e.g. 
during the 2022 bear market)

• Other examples of alternatives would include arbitrage funds that take advantage of mis-pricings between related 
securities, “private equity” funds that invest in companies that don’t trade on a stock exchange, and mortgage 
funds that can have a lower risk profile

• The Palisade model portfolios don’t typically move up and down as much on a day-to-day basis, which provides an 
opportunity for better long-term returns with less investor stress

• We are making ongoing changes across all of our model portfolios to bring in additional investment strategies that 
we view as attractive and to adjust for a lower interest rate and volatility environment that has seen returns 
moderate for certain investment strategies

Palisade Model Portfolios Built to Navigate Volatility

19



PALISADE PORTFOLIOS
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We offer a selection of portfolios to fit our clients’ needs depending upon their 
objectives and risk tolerance

Long-term capital growth with volatility mitigationGrowth+

Regular income with moderate capital growthIncome+

Capital preservation while maintaining the potential for growth over timePreservation+

Low volatility growth with inflation protectionInflation+

Uncorrelated equity-like growth with capital protectionAlternative+

Enhanced capital appreciationEnhanced Growth

Tax efficient growth for corporate entitiesPC Target Performance
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PALISADE GROWTH+ PORTFOLIO
Diversified Exposure Focusing on Long Term Growth

The Palisade Growth+ Portfolio provides investors with well diversified and unique exposure to global investing themes with an
eye towards long term capital appreciation. True growth orientation with flexibility, diversification and downside protection.

Canadian Equity 
Income 5%

Energy Secular Growth
8%

Active US Large Cap Growth
9%

US Small Cap / Value 
Equities 5%

US Large Cap Equities
7%

North American Large Cap 
Growth 7%

Actively Managed Global 
Growth

17%

Emerging Market Equities
5%

Multi-Strategy Quantitative
7%

Multi-Strategy / Arbitrage 
Mandate 7%

Private Equity
7%

Agricultural Land 
7%

Bitcoin
2%

Global Corporate Fixed 
Income

7%



PALISADE INFLATION+ PORTFOLIO
Protecting Against and Benefiting From Inflation, Targeting Low Volatility Growth

The Palisade Inflation+ Portfolio provides investors with diversified exposure to alternative investment strategies that target
low volatility growth with inflation protection. The portfolio focuses on providing downside mitigation and acting as an
inflation hedge. The current portfolio yields approximately 4% annually, which can be reinvested through distribution
reinvestment programs (DRIP).

22

North American Long / Short, 
14.3%

Business Loans, 14.3%

Private Equity 
Secondaries, 14.3%

Multi-Strategy / Arbitrage 
Mandate, 14.3%

Diversified Credit, 
14.3%

Low Volatility/Enhanced Yield 
US Equities, 14.3%

Diversified Global Long / 
Short Equity, 14.3%
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PALISADE INCOME+ PORTFOLIO
Regular Distributions From Multiple Strategies With Lower Correlation to Interest Rates

The Palisade Income+ Portfolio provides investors with a well-diversified source of monthly/quarterly distributions
from a portfolio of equities, fixed income and alternative strategies. The current portfolio yields approximately 6%
annually while maintaining flexibility and providing diversification and lower correlation to interest rates.

Global Corporate Fixed 
Income 10%

Diversified Corporate Fixed 
Income 10%

Canadian Equity Income
24%

Business Loans
14%

Diversified Credit
14%

Private Equity Secondaries
14%

Low Volatility/Enhanced 
Yield US Equities 14%



Global Corporate Fixed 
Income 12%

Private Equity Secondaries
10%

Multi-Strategy Quantitative
13%

Multi-Strategy / Arbitrage 
Mandate

10%

North American Long / 
Short 8%

North American Absolute 
Return 8%

Business Loans
12%

Diversified Global Long / 
Short Equity 8.5%

Diversified Global Market 
Neutral Equity 8.5%

High Interest Savings 
Security 10%

24

PALISADE PRESERVATION+ PORTFOLIO
Enhanced Downside Protection While Targeting a Mid-Single Digit Yearly Return

The Palisade Preservation+ Portfolio allocates to a well-diversified portfolio of alternatives and fixed income products that
generally produce positive returns on a calendar year basis, regardless of market conditions. The portfolio focuses on capital
preservation while seeking to provide low correlation to equity markets and targeting a mid-single digit yearly return.
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PALISADE ALTERNATIVE+ PORTFOLIO
Alternative Investment Focus Providing Diversification to Traditional Equities and Fixed Income

The Palisade Alternative+ Portfolio seeks to provide exposure to best-in-class alternative investment managers while
delivering the benefits of diversification to a traditional portfolio of equities and fixed income. The portfolio targets equity-
like returns with low correlation to equity and bond markets, low volatility and enhanced capital protection.

Multi-Strategy Quantitative
10%

Multi-Strategy / Arbitrage 
Mandate 7%

Private Equity
5%

Agricultural Land 
10%

Diversified Credit
8%

Private Equity Secondaries
10%

North American Long / Short
5%

North American Absolute 
Return 5%

Business Loans
5%

Diversified Global Long / 
Short Equity 10%

Multi-Strategy Alternative 
Investment Fund 25%
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PALISADE ENHANCED GROWTH PORTFOLIO
Equity-focused portfolio targeting higher growth with volatility mitigation

The Palisade Enhanced Growth Portfolio provides investors with a diversified equity-focused portfolio that targets higher long-
term capital growth. Equity exposure is complemented by growth-oriented alternative strategies that target downside
protection and volatility mitigation. A true focus on higher capital appreciation through diversification and dampened volatility.

Energy Secular Growth, 
11%

Actively Managed US Large 
Cap, 16%

US Small Cap / Value 
Equities, 8%

US Large Cap Equities, 
10%Actively Managed Global 

Growth, 30%

Multi-Strategy Quantitative, 
15%

Bitcoin, 
3%

Agricultural Land , 
8%



Energy Secular Growth, 
9.0%

Canadian Equity Income, 
5.0%

US Large Cap Equities, 
18.5%

International Developed Large 
& Mid Cap Equities, 20.0%

Emerging Markets Equities, 
5.0%

Multi-Strategy Quantitative, 
7.0%

Bitcoin, 2.0%

Multi-Strategy / Arbitrage 
Mandate, 8.0%

Private Equity, 8.0%

Diversified Global Long / 
Short, 8.0%

Agricultural Land , 9.5%
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PC TARGET PERFORMANCE PORTFOLIO
Diversified exposure focusing on long term growth through securities having suitable tax treatment for 

professional corporations and private companies

The PC Target Performance Portfolio is a growth portfolio specifically designed for professional corporations and private
companies. It provides investors with well diversified and unique exposure to global investing themes with an eye towards
long term capital appreciation. True growth orientation with flexibility, diversification and downside protection through
securities selected for their suitable tax treatment for professional corporations and private companies.



Questions



IMPORTANT DISCLOSURE

This publication and its contents are for informational purposes only.  Information relating to 
investment approaches or individual investments should not be construed as advice or endorsement. 
Any views expressed in this publication were prepared based upon the information available at the 
time and are subject to change.  All information is subject to possible correction.  In no event shall 
Palisade Capital Management Ltd. be liable for any damages arising out of, or in any way connected 
with, the use or inability to use this publication appropriately.
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CONTACT INFORMATION

A founding principle of Palisade has always been transparency and communication with our clients. 
We would encourage anyone with questions to reach out at any time.

Investment Matters:
James Anderson John McAleer Dan Zhigatov
james@palisade.ca john@palisade.ca dan@palisade.ca
(403) 531-2677 (403) 531-2678 (403) 531-2674

Palisade Capital Management Ltd.
Suite 600, 700 – 2nd Street SW
Calgary, Alberta T2P 2W1
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