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Market Ethos 
Hiding in plain sight 
Despite the recent roller coaster in equity markets, investors should be happy 
with returns so far this year. Especially Canadians, with the S&P/TSX Composite 
now up over 8% year to date, and Canadian energy having its best quarter in a 
decade. At times, sticking with a winning trade is the right thing to do. It is the 
basis of momentum, after all. However, this isn't always the case, especially 
when it comes to cyclicals. Your gut may not be screaming it's time to trim 
energy, but that's exactly why you should be strongly considering it. The Hormuz 
blockade is real. The supply crisis is real. We don't dispute the severity, but the 
big moves in the energy market have already priced in much of this risk, 
producing something more dangerous for investor portfolios. Just like the classic 
Tom Clancy thriller Clear and Present Danger, the hero's problem isn't the 
enemy, it's that his own side doesn't realize how exposed they are. Canadian 
equity portfolios face a similar plot twist.  

Just as we’re sending this Ethos prepared to publish, the Strait of Hormuz has 
reopened and closed somewhat, and oil prices have dropped -10% and then 
jumped 5% before and after the weekend. What follows was written before 
those headlines, but the thesis holds. If anything, this energy market move is 
proof of concept.  

The accidental bull 

We entered the year constructive on equity markets, but after such a strong 
2025, we viewed the odds of Canadian markets delivering a similarly strong start 
to 2026 as slim. With high sector concentration, there are only so many levers 
the market must pull to generate genuine strength: financials, materials and 
energy. Back in January, we advocated for maintaining energy exposure during 
the Venezuelan selloff despite fears of a supply glut in the first half of the year. 
That call was right, though for entirely the wrong reasons. 

Year-to-date, the S&P/TSX Composite is up about 8.3%. The chart below is a 
sobering visual. The TSX isn't a diversified index right now, it's been a two-sector 
trade. Energy (45%) and materials (43%) account for roughly 87% of the entire 
TSX year-to-date return. Everything else is a rounding error, besides the drag of 
technology. Considering how no one would have predicted energy's dominance 
this year, we'd classify the Canadian market as the accidental bull. 

  

https://surveys.campaignbreeze.com/s/9772617f4a874bcad89db07d66bb905669984b44
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Materials - 43% of return 
Energy - 45% of return 
 
Two sectors account for 87% of return 

TSX Total 
Return YTD 

8.23% 

 
During bull markets, rebalancing is one of those boring exercises that doesn't really feel like it's going to generate real returns. 
But after such strong performance, the energy weight in the TSX has risen to levels that demand attention. Looking at E&Ps, 
integrateds and pipelines only, the benchmark weight sits at 15.2%. Pipelines and midstream remain the biggest single sub-sector 
weight, while higher-beta producers now account for over half the sector. 

The chart below breaks out energy weights by sub-sector across two popular Morningstar categories and the TSX. Canadian 
dividend and income funds average 18% energy exposure, with many of the largest funds and ETFs in the category carrying upwards 
of 30%. Now most of this exposure is in the pipelines, but they still carry a higher weight in E&Ps than the TSX. Canadian equity 
funds on average hold just 12.7%, well less than the TSX which sits at just over 15% total.  
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Here's where it gets uncomfortable. For many Canadians in or approaching retirement, portfolios tilt heavily toward dividend and 
income mandates. These are the clients who are most risk-averse, yet they likely carry the heaviest energy weight. The clients who 
can least afford a sharp retrace have the most exposure to one. 

When a single sector dominates returns this completely, the risk profile has changed. Cyclicals are called cyclical for a reason. There 
are boom times, and these are followed by periods of leaner returns. We're already seeing this play out on both sides of the border. 
Since the market bottomed on March 28, energy has been among the worst performing sectors in Canada at -4%. In the U.S. the 
pattern is even starker, with the S&P 500 Energy Index dead last at -10%. Meanwhile many other sectors are seeing terrific strength. 
In Canada, tech hardware is up 35%, diversified financials are up 16% and the gold trade appears to back on with materials up 11%. 
In the U.S., tech is leading big time, followed by consumer stocks particularly those hit by high oil prices. The rotation is already 
underway. The question is whether as an investor you choose to actively participate or just watch.  

  

Industry group returns since the market bottom on March 28, 2026
Canada US

Rank Industry Group ▲% Count Rank Industry Group ▲% Count
1 S&P/TSX TECH HW & EQP IX 35% 1                          1 S&P 500 SEMI & SEMI EQP 23% 19                         
2 S&P/TSX PHARM BIO & L SC 20% 2                          2 S&P 500 Media & Ent 22% 19                         
3 S&P/TSX DIV FINANCIAL IX 16% 7                          3 S&P 500 CONS DISCR 17% 15                         
4 S&P/TSX MATERIALS INDEX 12% 60                        4 S&P 500 SFTW & SVCS INDX 12% 30                         
5 S&P/TSX SFTW & SVCS INDX 12% 8                          5 S&P 500 BANKS INDEX 11% 13                         
6 S&P/TSX BANKS INDEX 11% 8                          6 S&P 500 CONS SRV IDX 10% 18                         
7 S&P/TSX REAL ESTATE INDX 10% 16                        7 S&P 500 TECH HW & EQP IX 9% 24                         
8 S&P/TSX INSURANCE INDEX 9% 9                          8 S&P 500 REAL EST MNGMT 9% 2                           
9 S&P/TSX RETAILING INDEX 9% 4                          9 S&P 500 EQUITY REAL EST 9% 29                         

10 S&P/TSX HC EQUIP&SVC IDX 9% 2                          10 S&P 500 DIV FINANCIAL IX 8% 40                         
11 S&P/TSX CAPITAL GDS IDX 8% 16                        11 S&P 500 TRANSPTN INDEX 8% 13                         
12 S&P/TSX CONSUM SERV IDX 7% 1                          12 S&P 500 CAPITAL GDS IDX 7% 53                         
13 S&P/TSX TRANSPTN INDEX 5% 7                          13 S&P 500 AUTO & COMP IDX 7% 4                           
14 S&P/TSX Comm & Prof Serv 4% 6                          14 S&P 500 MATERIALS INDEX 6% 26                         
15 S&P/TSX UTILITIES INDEX 2% 14                        15 S&P 500 INSURANCE INDEX 6% 23                         
16 S&P/TSX HH & PR PDTS IDX 2% 1                          16 S&P 500 CON DUR&AP INDEX 5% 11                         
17 S&P/TSX AUTO & COMP IDX 2% 2                          17 S&P 500 HC EQUIP&SVC IDX 4% 33                         
18 S&P/TSX CON DUR&AP INDEX -1% 2                          18 S&P 500 Comm & Prof Serv 2% 13                         
19 S&P/TSX FOOD/STPL RETAIL -2% 6                          19 S&P 500 PHRM BIO & LF SC 1% 25                         
20 S&P/TSX ENERGY INDEX -4% 37                        20 S&P 500 UTILITIES INDEX 1% 31                         
21 S&P/TSX FD BEV & TOB IDX -6% 3                          21 S&P 500 FOOD/STPL RETAIL 1% 8                           
22 S&P/TSX TELECOMM SVCS IX -7% 5                          22 S&P 500 HH & PR PDTS IDX 1% 7                           
23 S&P/TSX Medai & Ent -10% 1                          23 S&P 500 FD BEV & TOB IDX -1% 21                         

Source: Bloomberg, Purpose Investments As of: April 17, 2026 24 S&P 500 TELECOMM SVCS IX -7% 4                           
25 S&P 500 ENERGY INDEX -10% 22                         

Source: Bloomberg, Purpose Investments As of: April 17, 2026

The danger premium 

The equity market is already voting with its feet. The oil market is telling a similar story. The volatility in spot oil has baked a clear and 
present danger premium into futures markets. Spot WTI spiked from $60 to nearly $120 and has already pulled back 29%. Most of 
the violence was in front-month contracts. December futures barely flinched, rising modestly from $58 to $77. The front-month 
premium peaked at 55% on April 3 and collapsed to just 23% within weeks. Trimming while the premium is still elevated makes sense 
rather than waiting for the next compression. 
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Backwardation this extreme doesn't last. It's the market hoarding, not the market thinking. When the premium is driven by fear and 
logistics rather than a structural change in supply and demand, it compresses. The only question is when. The spot/futures gap is the 
market telling us two different stories. We'd rather be sellers of the panic version. Friday’s -10% drop on the Hormuz reopening is 
what that compression looks like in practice. The front month premium is still there, but is now well off the highs.  

The active edge 

As much as rebalancing is a practice in risk management, it's also how you build the next leg of returns. We've been advocates of 
trimming energy over the past month, effectively monetizing the panic premium and redeploying capital into sectors where valuations 
have been compressed, cash flows are stable and earnings expectations are actually moving higher. Oil is already off its highs. The 
year-to-date gain has compressed from nearly 100% to roughly 60%. Portfolios that haven't trimmed are giving back performance in 
real time. 

Actively trimming and taking profits is a statement of discipline. We aren't predicting when the Strait of Hormuz reopens, when 
gas prices will get back to $1.30 per litre, or when there will be peace in the Middle East. The range of outcomes is so wide and 
dependent on so many variables that holding elevated exposure at this point isn't conviction, it's complacency. The move that's 
already happened in the futures curve is telling us that the danger premium baked into energy markets is already dissipating. From 
our vantage point, as well as the market's, on-again off-again talks are enough to move on. 

The danger was clear and present. The premium was there for the taking. This morning's big move in energy markets won't be the 
last. The danger premium will likely widen and compress again as headlines shift. The key is to be on the right side of that volatility, 
not hostage to it.  
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Source: Charts are sourced to Bloomberg L.P., Purpose Investments Inc., and Richardson Wealth unless otherwise noted. 

The contents of this publication were researched, written and produced by Purpose Investments Inc. and are used by Richardson Wealth Limited 
for information purposes only. 

*This report is authored by Craig Basinger, Chief Market Strategist at Purpose Investments Inc. Effective September 1, 2021, Craig Basinger has 
transitioned to Purpose Investments Inc. 

Disclaimers 

Richardson Wealth Limited 

The opinions expressed in this report are the opinions of the author and readers should not assume they reflect the opinions or recommendations 
of Richardson Wealth Limited or its affiliates. Assumptions, opinions and estimates constitute the author’s judgment as of the date of this material 
and are subject to change without notice. We do not warrant the completeness or accuracy of this material, and it should not be relied upon as 
such. Before acting on any recommendation, you should consider whether it is suitable for your particular circumstances and, if necessary, seek 
professional advice. Past performance is not indicative of future results. The comments contained herein are general in nature and are not 
intended to be, nor should be construed to be, legal or tax advice to any particular individual. Accordingly, individuals should consult their own 
legal or tax advisors for advice with respect to the tax consequences to them. 

Purpose Investments Inc. 

Purpose Investments Inc. is a registered securities entity. Commissions, trailing commissions, management fees and expenses all may be 
associated with investment funds. Please read the prospectus before investing. If the securities are purchased or sold on a stock exchange, you 
may pay more or receive less than the current net asset value. Investment funds are not guaranteed, their values change frequently and past 
performance may not be repeated. 

Forward Looking Statements 

Forward-looking statements are based on current expectations, estimates, forecasts and projections based on beliefs and assumptions made by 
author. These statements involve risks and uncertainties and are not guarantees of future performance or results and no assurance can be given 
that these estimates and expectations will prove to have been correct, and actual outcomes and results may differ materially from what is 
expressed, implied or projected in such forward-looking statements. Assumptions, opinions and estimates constitute the author’s judgment as of 
the date of this material and are subject to change without notice. Neither Purpose Investments nor Richardson Wealth warrant the completeness 
or accuracy of this material, and it should not be relied upon as such. Before acting on any recommendation, you should consider whether it is 
suitable for your particular circumstances and, if necessary, seek professional advice. Past performance is not indicative of future results. These 
estimates and expectations involve risks and uncertainties and are not guarantees of future performance or results and no assurance can be 
given that these estimates and expectations will prove to have been correct, and actual outcomes and results may differ materially from what is 
expressed, implied or projected in such forward-looking statements. Unless required by applicable law, it is not undertaken, and specifically 
disclaimed, that there is any intention or obligation to update or revise the forward-looking statements, whether as a result of new information, 
future events or otherwise. 

Before acting on any recommendation, you should consider whether it is suitable for your particular circumstances and, if necessary, seek 
professional advice. 

The particulars contained herein were obtained from sources which we believe are reliable but are not guaranteed by us and may be incomplete. 
This is not an official publication or research report of either Richardson Wealth or Purpose Investments, and this is not to be used as a 
solicitation in any jurisdiction. 

This document is not for public distribution, is for informational purposes only, and is not being delivered to you in the context of an offering of any 
securities, nor is it a recommendation or solicitation to buy, hold or sell any security. 

Richardson Wealth Limited is a subsidiary of iA Financial Corporation Inc. and is not affiliated with James Richardson & Sons, Limited. 
Richardson Wealth is a trade-mark of James Richardson & Sons, Limited and Richardson Wealth Limited is a licensed user of the mark. 
Richardson Wealth Limited, Member Canadian Investor Protection Fund. 

  

 
 


