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Key takeaways 
Executive summary 
Markets have remained resilient despite geopolitical conflict, a major oil shock and higher global interest rates. 
Strong earnings growth, significant AI-related capital spending and continued strength in the U.S. economy have 
helped support returns. 

At the same time, the market backdrop is changing. Leadership is beginning to broaden beyond a narrow group of 
U.S. mega-cap technology companies, with more signs of participation across sectors, regions and styles. That shift 
may create a more constructive environment for diversification and active decision-making. 

AI remains a powerful market theme, but the opportunity set is evolving. The buildout is becoming more capital 
intensive, with potential benefits extending beyond chips to areas such as power, infrastructure, cooling, industrials, 
real estate, energy and financing. As capital needs rise and valuations come under greater scrutiny, investors 
appear to be placing increased emphasis on execution, profitability and return on investment. 

Rates remain an important part of the outlook. Inflation is still above target, and markets are increasingly considering 
the possibility that rates stay higher for longer. In that environment, balance-sheet strength, valuation discipline and 
income generation become more important. Higher starting yields may also improve the role of bonds as a source of 
income and portfolio diversification. 

For Canadian investors, there’s a more nuanced picture. While economic growth has been uneven, Canadian 
equities have been supported by improving expectations for sectors such as energy, financials and industrials, 
alongside growing investment activity. More broadly, the markets are becoming more dispersed, which raises the 
importance of thoughtful portfolio construction. 

Markets are no longer moving in lockstep. The gap between winners and 
losers is widening, which means portfolio construction matters more than it 
has in the past several years. 

Key takeaways 
1. Market leadership is broadening. After several years of narrow market leadership, participation is expanding 

across sectors, regions and styles. That may create a more supportive environment for diversification, 
particularly as opportunities emerge beyond a narrow group of market leaders. 

2. AI is moving from a chip story to a capex cycle. The AI theme remains important, but the investment 
implications are becoming broader. There are potential second-order beneficiaries across power, infrastructure, 
cooling, real estate, industrials, energy and financing. 

3. Earnings remain a key support for markets. Strong earnings growth has helped offset concerns around 
geopolitics, inflation and higher rates. Earnings strength is becoming more broadly distributed across sectors, 
rather than concentrated solely in technology. 

4. Higher rates require more discipline. With inflation still above target and real yields moving higher, investors 
may need to place greater emphasis on balance-sheet quality, valuation discipline and income resilience. 

5. Bonds are becoming more relevant again. Higher starting yields may improve the role of bonds in portfolios, 
both as a source of income and as a potential buffer against equity volatility. This is a meaningful change from 
the low-yield environment of recent years. 
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6. Supply and dispersion could create more volatility. A large pipeline of technology and AI-related listings 
could create short-term flow and index effects. Over time, however, fundamentals, valuation and profitability are 
likely to matter more, reinforcing the importance of fundamental research, valuation discipline and active 
decision-making. 

7. Portfolio construction matters more in a dispersed market. Markets are no longer moving in lockstep. As 
the gap between winners and losers widens, thoughtful diversification across sectors, regions and asset classes 
becomes increasingly important.  

The bottom line 
After years of narrow market leadership, opportunities are beginning to broaden across sectors, regions and asset 
classes. In a more dispersed market, investor outcomes may depend less on finding the next market leader and 
more on building resilient, diversified portfolios. 

Watch the Mid-year market outlook webinar for deeper insights on 
market trends, portfolio construction and opportunities shaping the 
second half of the year. 
 

 

 

 

 

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the 
prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. 

This material is for informational and educational purposes, and it is not intended to provide specific advice including, without limitation, 
investment, financial, tax or similar matters. The views expressed herein are subject to change without notice as markets change over time. 
Information herein is believed to be reliable, but NEI does not warrant its completeness or accuracy. Views expressed regarding a particular 
security, industry or market sector should not be considered an indication of trading intent of any funds managed by NEI Investments. 
Forward-looking statements are not guaranteed of future performance and risks and uncertainties often cause actual results to differ 
materially from forward-looking information or expectations. Do not place undue reliance on forward-looking information. 

NEI Investments is a registered trademark of Northwest & Ethical Investments L.P. (“NEI LP”). Northwest & Ethical Investments Inc. is the 
general partner of NEI LP and a wholly-owned subsidiary of Aviso Wealth Inc. (“Aviso”). Aviso is the sole limited partner of the NEI LP. Aviso 
is a wholly-owned subsidiary of Aviso Wealth LP, which in turn is owned 50% by Desjardins Financial Holding Inc. and 50% by a limited 
partnership owned by the five Provincial Credit Union Centrals and The CUMIS Group Limited. 

https://event.on24.com/wcc/r/5394788/713AA3825E56DA2F5970E3407042D0FD
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