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Key takeaways
•	 The S&P/TSX Composite Index rose 1.1% in July, with energy stocks outperforming strongly on firmer oil prices, robust free cash 

flow, and optimism around infrastructure-driven production growth, while bank stocks were largely flat after a strong first half.

•	 Inflation, new U.S. tariffs, Middle East geopolitical tensions, and uncertainty around future rate moves all contributed to market 
caution. Both the U.S. Federal Reserve and the Bank of Canada held rates steady in July, but investors remain focused on 
inflation and policy risk.

•	 The market rotated away from some AI capex-linked names as concerns grew around high valuations, rising debt, weaker 
free cash flow, and uncertain ROI. Investors appear more willing to reward companies with a credible monetization path than 
companies relying on spending-led growth alone.

•	 More than $300 billion in prospective infrastructure-related commitments across energy, transportation, defense, and digital 
infrastructure could support economic growth and create opportunities for Canadian-listed companies in pipelines, utilities, 
engineering, construction, aerospace, and resources.

Canadian equities delivered a modest gain in July, with the S&P/TSX Composite Index up 1.1% for the month. Beneath that 
relatively calm headline number, leadership shifted meaningfully. Energy stocks were strong performers, helped by firmer 
near-term oil prices, strong free cash flow, and growing optimism around infrastructure-led production growth. In particular, 
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oil sands issuers Suncor, Cenovus, and Canadian Natural Resources rose by roughly 20% over the month. Going forward, 
the combination of strong free cash flow, healthy balance sheets, and share buybacks positions the E&P sector for continued 
outperformance.

By contrast, Canadian bank shares were largely flat in July after a very strong first half of the year. With the sector already up more 
than 30% year to date, share prices paused amid stretched valuations, a slowing Canadian economy, and risks of increased credit 
stress in the second half of the year.

A more complicated macro backdrop
July’s market action was shaped by several competing themes. Inflation remained a key focus, particularly as investors weighed 
the impact of AI component shortages and the latest round of U.S. tariffs. These tariffs were designed to replace the IEEPA tariffs 
struck down by the U.S. Supreme Court.

Although the month ended with the U.S. Fed leaving interest rates unchanged, market expectations are rising for a September rate 
increase as inflation remains above the central bank’s target and geopolitical tensions in the Middle East continue. The breakdown 
of the June Memorandum of Understanding between the U.S. and Iran renewed concerns around oil supply disruption through the 
Strait of Hormuz, contributing to volatility in crude prices.

At the same time, investors continued to debate the sustainability and future profitability of very high spending on artificial 
intelligence infrastructure. As second-quarter earnings season unfolds, that debate is likely to remain central, particularly for 
hyperscalers and other companies making outsized capital commitments.

In Canada, the Bank of Canada also left rates unchanged in July, as widely expected. The more important takeaway was the Bank’s 
tone, which was relatively constructive. Policymakers acknowledged ongoing risks from energy markets and geopolitics, but also 
pointed to resilient labour markets, improving export expectations, and healthier business investment intentions.

Earnings season: Focus on margins
Second-quarter earnings season got underway in late July, and investors are looking for confirmation that corporate fundamentals 
remain sound. We expect Q2 to show continued strength in corporate earnings and margin expansion, supported in part 
by AI-driven cost savings and product innovation, alongside continued strength in M&A activity.

Investors will also be watching companies exposed to AI-related disruption concerns, particularly in software and engineering. 
Businesses such as Thomson Reuters and WSP Global may have an opportunity to demonstrate that AI is enhancing their services 
and customer relationships rather than displacing them.

Infrastructure becomes a bigger theme
One of the more important developments in July was the continued wave of major infrastructure announcements in Canada. 
In total, prospective federal infrastructure-related investment commitments now exceed $300 billion, spanning energy, 
transportation, defence, and digital infrastructure.

Notable announcements included:

•	 A July 3 memorandum of understanding with Alberta regarding an additional oil pipeline to the B.C. coast, with Pembina 
Pipeline identified as an equity participant

•	 A memorandum of understanding with British Columbia to accelerate additional LNG development, as well as the Port of 
Vancouver Gateway Strategy, including expansions to the Roberts Bank Terminal

•	 A July 6 submarine procurement award to ThyssenKrupp Marine Systems, alongside related German infrastructure investment 
commitments in Canada

•	 Alberta’s announcement of a 1-gigawatt natural gas generation facility to support a Meta-backed data centre
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These projects are significant because they could provide a longer-term boost to Canadian economic growth, employment, and 
capital investment. They also create potential opportunities for a range of listed Canadian companies across pipelines, rail, utilities, 
engineering, construction, aerospace, and resource production, including Pembina, CNR, Capital Power, Teck, CAE, AtkinsRéalis, 
and the major oil sands producers CNQ, CVE, and SU.

AI enthusiasm meets valuation reality
Another major July theme was a significant rotation away from the AI capex-related complex and into defensive cyclicals. After 
a prolonged period of strong performance, parts of the AI trade saw profit-taking as investors became more sensitive to elevated 
valuations and more demanding on proof of returns.

Several concerns drove the shift, including the emergence of lower-cost Chinese alternatives for computing, increased hyperscaler 
reliance on debt to fund continued capex, a lack of near-term visibility on return on investment, and the ongoing erosion of free 
cash flow. A key cash flow inflection emerged when Alphabet’s Q2 results showed negative free cash flow for the first time.

Investor pushback was also evident on the debt side. Amazon’s July 7 US$25 billion bond issue was received less enthusiastically 
than its March issuance, with higher pricing and weaker placement coverage, at roughly half the demand seen for its earlier 
US$37 billion deal.

Overall, the market is becoming more selective, rewarding companies with a credible path to monetization, such as Microsoft, 
while being less willing to pay any price for future growth when balance sheet pressure and cash flow deterioration are becoming 
more visible, as in the case of Meta.

TSX index changes create opportunity
A less visible but potentially meaningful development in July was the S&P/TSX proposal to allow foreign issuers with significant 
Canadian relevance to become eligible for index inclusion. Under the proposed rules, foreign issuers listed on the TSX with 
significant Canadian assets, a meaningful history with Canadian investors, and strong trading volumes on the exchange would be 
eligible for inclusion, subject to a 50% weighting of free float market cap.

As a result of these changes, Canadian investors could potentially see the return of Ovintiv, formerly Encana, to the index. The 
changes could also allow pro forma Anglo-Teck to retain Teck’s TSX 60 membership after the pending transition closes.

We believe these pending changes will benefit Canadian investors by ensuring the TSX Index is able to fully reflect the depth of 
issuers and trading volumes on the TSX.

Final thoughts
July was a month in which the headline move in the TSX understated the amount of change happening beneath the surface. 
Energy surged, banks paused, AI-linked stocks saw profit-taking, and infrastructure became a more prominent long-term theme. 
Meanwhile, inflation data improved enough to support markets, but not enough to remove uncertainty around rates and policy.

We believe the current environment still argues for balance. Markets continue to reward companies with strong cash flow, 
reasonable valuations, and visible catalysts, while becoming less forgiving toward areas where expectations have run too far ahead 
of fundamentals.

As second-quarter earnings continue, investors will be looking for confirmation that profit growth remains resilient, that AI can 
contribute meaningfully through productivity and innovation, and that M&A and infrastructure spending can continue to support 
select opportunities across the Canadian market.
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Global Asset Management does not undertake any obligation or responsibility to update such opinions.

This material is provided for general informational purposes only and does not constitute financial, investment, tax, legal or accounting advice, it should not be relied upon 
in that regard or be considered predictive of any future market performance, nor does it constitute an offer or solicitation to buy or sell any securities referred to. Individual 
circumstances and current events are critical to sound investment planning; anyone wishing to act on this material should consult with their advisor.

Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future events or conditions, or that include words such as 
“expects”, “anticipates”, “intends”, “plans”, “believes”, “estimates”, or other similar wording. In addition, any statements that may be made concerning future performance, 
strategies, or prospects and possible future actions taken by the fund, are also forward-looking statements. Forward-looking statements are not guarantees of future 
performance. These statements involve known and unknown risks, uncertainties, and other factors that may cause the actual results and achievements of the fund to differ 
materially from those expressed or implied by such statements. Such factors include, but are not limited to: general economic, market, and business conditions; fluctuations 
in securities prices, interest rates, and foreign currency exchange rates; changes in government regulations; and catastrophic events. The above list of important factors 
that may affect future results is not exhaustive. Before making any investment decisions, we encourage you to consider these and other factors carefully. CIBC Global Asset 
Management does not undertake, and specifically disclaims, any obligation to update or revise any forward-looking statements, whether as a result of new information, 
future developments, or otherwise prior to the release of the next management report of fund performance.

The material and/or its contents may not be reproduced without the express written consent of CIBC Global Asset Management. Past performance may not be repeated and 
is not indicative of future results.

®/™The CIBC logo and “CIBC Global Asset Management” are trademarks of CIBC, used under license. CIBC Global Asset Management is a brand name under which CIBC Asset 
Management Inc. operates.

1	 CIBC Global Asset Management (previously known as TAL Global Asset Management Inc.) was founded in 1972 as a privately-owned investment manager. CIBC took an 
ownership stake in 1994, eventually assuming 100% in 2001.

About CIBC Global Asset Management
CIBC Global Asset Management (CIBC GAM), the asset management subsidiary 
of CIBC, is one of Canada’s largest asset managers. Established in 19721, CIBC 
GAM offers a broad range of investment solutions, including mutual funds, ETFs, 
portfolio solutions, alternative investments, discretionary investment management 
services for high-net-worth individuals, and institutional portfolio management. 
With teams across Canada and the US, CIBC GAM serves retail, high-net-worth 
and institutional clients in North America and institutional clients worldwide.

Contact us anytime 
To learn how CIBC Global Asset Management can help you power meaningful investment outcomes, please 
contact your advisor or CIBC representative. For more insights, connect with us on LinkedIn and YouTube.

Explore more at cibc.com/gam.

https://www.linkedin.com/showcase/cibc-asset-management/posts/?feedView=all
https://www.youtube.com/@CIBCGAM
http://www.cibc.com/gam
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