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Navigating Central Banks 

The massive stimulus to help keep the economy going during COVID along with the Russian War and Supply Chain issues have 
caused inflation to lift significantly. We saw the U.S print come in over 9% today and the BOC raised rates by 100bps. We 
continue to recommend dividend paying ETFs since the holdings have strong profit streams, good current earnings and tend to 
do well in an inflationary environment ZDV - BMO Canadian Dividend ETF. Low Volatility ETFs such as ZLB - BMO Low Volatility 
Canadian Equity ETF tend to do well in the current environment and is outperforming the TSX by 7% currently.  

Short Term Fixed Income 

Investors have started to take more of an interest in the short end of the curve. In 2022 credit spreads widened significantly 
which caused the short end to sell off. Historically, we are seeing one of the widest prolonged periods of short-term credit 
spreads since 2011. We believe that the short end is oversold, and we should see some tightening. We are looking at some 
attractive levels with good yield premium. ZSB - BMO Short-Term Bond Index ETF, ZCS - BMO Short Corporate Bond Index ETF. 

Energy 

WTI price has come down from its $130/b peak to $95/b. Western Canadian Select oil is around 85/b. Energy is a cyclical sector 
that underperforms in a recessionary environment. We don’t expect oil to stay over 100/b. Oil companies are significantly 
profitable right now and would remain profitable around 70/b. Investors may want to reduce their portfolios to a “market 
weight” position. We anticipate energy companies to do well into next year. ZEO - BMO Equal Weight Oil & Gas Index ETF  

Mid and Small Cap U.S Equities 

ZSML - BMO S&P US Small Cap Index ETF and ZMID - BMO S&P US Mid Cap Index ETF have kept up to the ZSP - BMO S&P 500 Index 
ETF YTD. There is a different composition of ZSML, ZMID and ZSP. The similar performance is mainly due to the overweight in tech 
in ZSP and underweight in ZSML and ZMID. The small and the mid do have higher standard deviation over time. We are in a 
hiking cycle at the moment, and we will eventually see an ease in interest rates and large cap/large cap tech would then 
outperform. Small and Mid caps do have a place in your portfolio however, we are favouring large cap going forward. 

ESG Leaders ETFs  

Integration of ESG (Environment, Social, and Governance) factors in the investment process enables a deeper understanding of a 
company’s return and risk profile. A good ESG score implies that management is exerting positive influence, guiding its capital in 
a responsible manner to meet shareholder and stakeholder interests. ESG integration is a way to uphold an advisor’s fiduciary 
duty and improve a client’s risk adjusted returns. Investors are transforming the investment world from the bottom up through 
their growing interest in ESG investment solutions. With greater scrutiny on companies and emerging ESG risk factors that may 
impact a company’s profitability, there is a greater understanding of the impacts of corporate ESG incidents. Investment 
professionals are recognizing that there is a potential financial benefit to investing in ESG, as evidence shows this data can help 
make better informed investment decisions and improve risk adjusted returns. Understanding BMO ESG ETFs  

 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZDV#fundUrl=%2FfundProfile%2FZDV
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLB#fundUrl=%2FfundProfile%2FZLB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLB#fundUrl=%2FfundProfile%2FZLB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZSB#fundUrl=%2FfundProfile%2FZSB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZCS#fundUrl=%2FfundProfile%2FZCS
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEO#fundUrl=%2FfundProfile%2FZEO
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZSML#fundUrl=%2FfundProfile%2FZSML
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZMID#fundUrl=%2FfundProfile%2FZMID
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZSP#fundUrl=%2FfundProfile%2FZSP
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZSP#fundUrl=%2FfundProfile%2FZSP
https://bmogamhub.com/system/files/understanding_bmo_esg_etfs_4_en.pdf?file=1&type=node&id=104519
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To listen to BMO ETF podcasts please visit bmoetfs.ca. 

BMO ETF podcasts are also available on 

Source: Bloomberg, All returns and data points July, 2022. 
Any statement that necessarily depends on future events may be a forward-looking statement. Forward-looking statements are not guarantees of performance. They involve risks, 
uncertainties and assumptions. Although such statements are based on assumptions that are believed to be reasonable, there can be no assurance that actual results will not differ 
materially from expectations. Investors are cautioned not to rely unduly on any forward-looking statements. In connection with any forward-looking statements, investors should 
carefully consider the areas of risk described in the most recent simplified prospectus. The viewpoints expressed by the Portfolio Manager represents their assessment of the 
markets at the time of publication. Those views are subject to change without notice at any time without any kind of notice. The information provided herein does not constitute a 
solicitation of an offer to buy, or an offer to sell securities nor should the information be relied upon as investment advice.  Past performance is no guarantee of future results.  The 
statistics in this update are based on information believed to be reliable but not guaranteed.  This communication is intended for informational purposes only. This article is for 
information purposes. The information contained herein is not, and should not be construed as, investment, tax or legal advice to any party. Investments should be evaluated relative 
to the individual’s investment objectives and professional advice should be obtained with respect to any circumstance. The BMO ETFs or securities referred to herein are not 
sponsored, endorsed or promoted by MSCI Inc. (“MSCI”), and MSCI bears no liability with respect to any such BMO ETFs or securities or any index on which such BMO ETFs or 
securities are based. The prospectus of the BMO ETFs contains a more detailed description of the limited relationship MSCI has with BMO Asset Management Inc. and any related 
BMO ETFs. 
Commissions, management fees and expenses (if any) all may be associated with investments in exchange traded funds. Please read the ETF Facts or prospectus before investing. 
Exchange traded funds are not guaranteed, their values change frequently, and past performance may not be repeated. 
For a summary of the risks of an investment in the BMO ETFs, please see the specific risks set out in the prospectus.  BMO ETFs and ETF series trade like stocks, fluctuate in market 
value and may trade at a discount to their net asset value, which may increase the risk of loss. Distributions are not guaranteed and are subject to change and/or elimination. 
BMO ETFs are managed by BMO Asset Management Inc., which is an investment fund manager and a portfolio manager, and a separate legal entity from Bank of Montreal. 
®/™Registered trade-marks/trade-mark of Bank of Montreal, used under licence. 

https://www.bmoetfs.ca/trade-ideas-podcasts
https://open.spotify.com/show/0r82489eCvVh1AyWPFQs43?si=syLQWRJrQAW3mjW5yabsEg
https://play.google.com/music/listen?u=0#/ps/Iuw4bvfln52t5vyvcea5phdnlmq
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