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Key takeaways:

* Major policy changes, including the passage of the One Big Beautiful Bill Act (OBBBA) and the expiration of tariff relief, drove
major North American indices to record highs, but now face some unanswered questions.

* The OBBBA's extension of tax cuts and restoration of 100% Bonus Depreciation provided significant benefits to companies,
especially Canadian firms with substantial U.S. operations, while the subsequent increase in tariffs introduced new risks and
inflationary pressures.

* Elevated market speculation prompted a shift to a more defensive investment approach, focusing on high-quality companies
and reducing exposure to cyclical and growth names.

* Despite ongoing macroeconomic and political uncertainty, corporate earnings have remained robust, particularly in Canada.

July delivered exceptionally strong equity performance, bookended by major policy developments and punctuated by a series of
headline-grabbing distractions. While political theatrics sought to divert attention from pressing issues, it was the passage of the
One Big Beautiful Bill Act (OBBBA) on July 4th and the expiration of tariff relief on August Ist that truly shaped market direction—
initially driving equities higher, with the potential for increased volatility ahead. Investors responded enthusiastically to the
OBBBA's focus on deregulation and lower taxes, propelling the S&P 500 up 2.2%, the Nasdaq 3.7%, and the S&P/TSX 1.7% in July,
with all three indices reaching record highs.

The OBBBA's permanent extension of the Tax Cuts and Jobs Act and Inflation Reduction Act averted looming tax hikes, while
the restoration of 100% Bonus Depreciation allows companies to immediately deduct capital investments in infrastructure,
technology, and manufacturing. This is particularly advantageous for Canadian firms with significant U.S. operations, such as
Brookfield, Element Fleet, and GFL, which stand to benefit meaningfully from these changes.
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However, the month closed with a significant headwind: tariff rates increased for most U.S. trading partners—including a 35%
rate for non-USMCA compliant Canadian exports—posing risks to investor sentiment and adding inflationary pressures. (It

is important to note that a significant portion of Canadian exports remain protected from tariffs under the USMCA.) We also
observed a concerning resurgence of speculation, evidenced by heightened options activity, unjustified rallies in meme stocks like
Kohl's, Krispy Kreme, and GoPro, and a wave of capital raises targeting Bitcoin and other speculative cryptocurrencies.

Given this challenging mix of elevated valuations, increased speculation, and a growing disconnect from fundamentals, we adopted
a more defensive posture in our funds. We increased our exposure to high-quality companies—such as Intact Financial, Waste
Connections, and Fairfax Financial—following what we viewed as unwarranted negative reactions to otherwise strong quarters and
robust outlooks. To fund these additions, we trimmed positions in cyclical and growth names that had performed well and were
nearing our target prices, ensuring our portfolios remain well-positioned for a range of market outcomes.

Beyond macroeconomic and political developments, the month was marked by significant corporate news. Alimentation Couche-
Tard decisively ended its pursuit of 7&l, redirecting its focus toward smaller, strategic acquisitions, enhancing its food offerings,
and—most notably—resuming its share buyback program. The scale of the buyback is substantial, representing approximately
12% of the company'’s float, which should provide meaningful support for the stock amid a period of softer U.S. same-store sales
growth and normalizing fuel margins. Given this renewed strategic focus and the company’s strong track record, we reduced our
underweight position, reaffirming our confidence in this historically high-quality business.

The North American rail sector continued to transform, with further consolidation announced between Union Pacific and Norfolk
Southern. While a potential merger between Burlington Northern and CSX appears to be the next logical step, the implications
for Canadian rail operators remain uncertain. Such developments could intensify competitive pressures, particularly for CP in the
critical Chicago-to-Mexico corridor.

In healthcare, our sole holding, DRI Healthcare, received a significant catalyst with the FDA approval of Sebetralstat. This milestone
meaningfully reduces risk in DRI's growth outlook and validates their strategy of investing ahead of regulatory approvals given the
handsome payoff.

In the materials sector, copper experienced unprecedented volatility—surging 15% early in the month before suffering its largest
single-day decline on record. This dramatic reversal was triggered by the Trump administration’s decision to impose import tariffs
exclusively on semi-finished copper products, while exempting refined copper, creating significant market dislocation.

It was also an eventful month for telecommunications. Telus announced a $2 billion investment to expand broadband
infrastructure in Quebec and Ontario and entered into a strategic partnership to sell a 49% stake in its tower assets to The Caisse
for $1.26 billion. Despite these positive developments and a quarter that met expectations with several encouraging catalysts,
investors reacted negatively, driving the share price lower—a response we believe does not reflect the company’s underlying
strength and strategic progress.

As headlines about tariffs and the ongoing dominance of Truth Social and X capture the news cycle, our focus remains steadfast:
identifying and investing in high-quality companies best equipped to navigate market volatility. Despite persistent negative
sentiment, stubborn inflation, and unpredictable political leadership, corporate earnings have consistently outperformed market
expectations, demonstrating robust growth. With 40% of TSX companies having reported Q2 results, the average year-over-year
earnings growth rate has exceeded 12%—surpassing the S&P 500's rate of approximately 8%. One notable challenge has been the
recent market leadership by the lowest quality quintile of companies since the April lows—an unusual dynamic typically seen at
the onset of a market recovery, not when indices are at record highs. Despite this, we remain disciplined in our approach, avoiding
the temptation to chase speculative, unpredictable companies. Instead, we are committed to investing in businesses with the

most consistent earnings and sustainable growth prospects. History shows that, over the long term, stock prices ultimately reflect
earnings growth, with short-term deviations presenting opportunities that we intend to continue capitalizing on.
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At CIBC Asset Management, we believe every customized investment solution
begins with research and rigour. We specialize in a variety of investment solutions
such as equities, fixed income, currency management, liability-driven investments,
asset allocation and responsible investments.

Across a spectrum of investment solutions, we commit to robust research.
Dedicated sector and regional analysts focus on industry research and security-
specific idea generation. Our investment professionals leverage deep and diverse
expertise by sharing proprietary research across asset class teams. By sharing
insights across asset class teams, we maximize opportunities to add value to our
client portfolios.

Contact us anytime

To learn more about CIBC Asset Management and our investment solutions, please contact your advisor or
your CIBC representative. For more insights, follow us on LinkedIn.

The views expressed in this material are the views of CIBC Asset Management Inc. as of August 2025 unless otherwise indicated, and are subject to change at any time.
CIBC Asset Management Inc. 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. The material and/or its contents may not be reproduced without the express
written consent of CIBC Asset Management Inc. Past performance may not be repeated and is not indicative of future results.

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 Asset Management Inc. 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 CIBClogo and “CIBC Asset Management” are registered trademarks of CIBC, used under license.

Equity Team Commentary: Focused on Quality | 3


https://www.cibc.com/en/asset-management/insights.html
https://www.linkedin.com/showcase/cibc-asset-management/

	Equity Team Commentary: Focused on Quality
	Key takeaways:

	About the authors
	Contact us anytime 




Accessibility Report





		Filename: 

		Equity Team Commentary-July-v2.pdf









		Report created by: 

		Multimedia, Jeff Nichol 



		Organization: 

		CIBC







 [Personal and organization information from the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

