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Divergence as a Defining Force in 2026

In 2026, equity markets have been characterized by significant dispersion across securities and
sectors.

Drivers of Dispersion in 2026

Several forces have contributed to heightened dispersion in 2026. First, the evolving impact of
artificial intelligence (AI) has shifted from a broad tailwind to a source of differentiation.
Companies and sectors perceived as being disrupted by AI without clear strategies to adopt the
technology have lagged, while Al infrastructure plays have benefited.

Second, geopolitical developments, including supply disruptions in energy markets, have supported
commodity-linked sectors.

The chart below shows that dispersion is at its maximum, by a wide margin, over the last 10 years.

Lots of Winners, Lots of Losers

US Equity Realized Dispersion Index (30-day measure - 10-day average)
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Source: Bloomberg ¢ Optimum Asset Management ¢ Created with Datawrapper

In the same vein, sector dispersion which refers to the difference in performance between the
best-and worst-performing sectors within a market has become a defining feature of the current
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investment environment, with material implications for portfolio construction, risk
management, and alpha generation. In such environments, sector selection becomes more

critical, as performance outcomes depend more on positioning than on overall market direction.

Evidence of Dispersion

The dispersion between sectors in early 2026 has been unusually large by historical standards.

Our heatmap of relative performance in the United States, Europe and Canada reveals unusual

occurrences.

A few key takeaways:

+ Energy and Materials stand out consistently strong across the USA, Europe, and Canada,

confirming the ongoing shift toward tangible assets and commodity exposure.

« Technology is no longer a uniform leader — still dominant in the USA and Europe, but

sharply lagging in Canada, illustrating how leadership is becoming more fragmented. Canada

is thin on Al infrastructure and heavy on software whereas the United States and Europe

have a more balanced representation.

+ Utilities and Financials show extreme divergence — from weakest in the USA to among the

strongest in Canada. A reminder that macro sensitivity is driving outcomes more than ever.

- Consumer, Real Estate and Healthcare are the weak links.

Strange Rankings: Sector Divergence Between Regions

2026 performance ranking (100 is best performing sector, 0 is worst)
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Implications for Investors

The rise in security and sector dispersion has several important implications for investors:

1. Greater potential for rotation: Rotating capital toward the winners from prevailing
macroeconomic and structural trends has proven beneficial.

2. Portfolio diversification becomes more nuanced: While dispersion can enhance diversification
benefits since assets behave more independently, it also requires more deliberate portfolio
construction to avoid unintended sector concentrations.

3. Higher idiosyncratic risk: As sector and stock-level differences grow, portfolios become more
sensitive to specific exposures rather than market-wide movements, increasing the importance of
risk monitoring.

Conclusion

Sector dispersion has emerged as a central theme in 2026, reflecting structural changes in the
global economy and equity markets. While it introduces complexity, it also creates a rich
opportunity set for investors who can navigate the evolving landscape. In this environment,
success depends less on predicting market direction and more on identifying relative winners and
losers across sectors. In a dispersion-driven market, investors must balance opportunity with risk.
Strategies that emphasize market behavior are likely to perform better. Additionally, incorporating
flexible allocation frameworks can help capture dispersion-related opportunities.
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This document has been prepared and is based on information that we believe to be reliable. However, Optimum Asset Management
makes no representation or warranty, express or implied, in this regard and assumes no responsibility for any errors or omissions
contained in this document, nor does it accept any liability for any loss arising from the use of the information contained herein by its

recipient or user.

The information and opinions presented in this document have been prepared by Optimum Asset Management (OAM) and are intended for
informational purposes only. The opinions expressed in this presentation are solely those of investment professionals and may be changed
at any time without notice. The information contained in this document may not be reproduced, in whole or in part, without the express
written consent of OAM and does not constitute investment advice or guidance. Furthermore, it should not be relied upon as the sole basis
for investment decisions. Please note that all investments involve a risk to capital. The potential for profit is accompanied by the possibility

of loss.
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