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Bear Market 

It’s been a challenging market for U.S equities. US CPI print coming in at 8.6% resulted in a sell of Friday of last week and into 
the beginning of this week. The market is now expecting a 75bps rate hike by the FOMC. Inflation needs to be tamed and 
become less hawkish for equities to come back. As we move away from lockdowns, we expect demand to increase faster than 
supply. Inflation may be even more resilient once supply chains fully open up however, we will eventually come to an 
equilibrium in supply and demand. In terms of your portfolio, we believe staying invested is very important and looking at 
inexpensive ETFs like ZSP - BMO S&P 500 Index ETF, ZCN - BMO S&P/TSX Capped Composite Index ETF, and ZEA - BMO MSCI EAFE 
Index ETF over the long term (5 to 10 years) should be the correct decision to make.  

Note: The Fed today raised its benchmark rate by 75bps. 

Fixed Income and inflation  

Typical expectations from the central banks is lowering rates when we head into a recession however, inflation is the primary 
concern right now and the central banks don’t have that option. There is a lot of pressure on the bond market. The yield curve 
over the 5, 10 and 20 are all yielding approx. 3.5% and you aren’t being rewarded for taking on term risk. It does make sense to 
shorten up duration for a portion of your portfolio since you aren’t being rewarded for long duration (especially since we are 
seeing higher yields on the short end closer to the mid and long). ZCS - BMO Short Corporate Bond Index ETF, ZBI - BMO Canadian 
Bank Income Index ETF. When looking at a balance portfolio having some small exposure to cash such as ZMMK - BMO Money 
Market Fund ETF Series can improve portfolio efficiency and provide “dry powder” to take advantage of low valuation equity 
opportunities.  

Low Volatility 

Low volatility ETFs have been holding up through market volatility. ZLU - BMO Low Volatility US Equity ETF, ZLB - BMO Low 
Volatility Canadian Equity ETF and ZLI - BMO Low Volatility International Equity ETF have been outperforming. Key drivers for these 
ETFs are Consumer Staples, Utilities, and being underweight Information Technology. Within some of the other sectors, stocks 
such as Dollar Tree, Dollar General as well as insurance companies are standouts. Going forward, having exposure to consumer 
staples can be of benefit as they are less sensitive to CPI and have more pricing power. The low volatility ETFs tend to be steady 
and might not pick up all the upside when markets rally however, protecting on the downside is important in today’s 
environment. 

Fintech 

Companies that are cash generative today, are benefiting more than those companies that have growth potential out into the 
future (in the current economic environment). The type of companies that are in the fintech space tend to be companies that will 
do well over longer periods. However, it is not just smaller companies in the fintech space. It is important to note that some 
large cap companies are also changing the way they want to interact with their consumers such as Apple, Visa and Mastercard. If 
you believe in this megatrend the portfolio does present some great entry points. ZFIN - BMO MSCI Fintech Innovation Index ETF 

 

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/ZCN#fundUrl=%2FfundProfile%2FZCN
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEA#fundUrl=%2FfundProfile%2FZEA
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEA#fundUrl=%2FfundProfile%2FZEA
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/ZBI#fundUrl=%2FfundProfile%2FZBI
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZBI#fundUrl=%2FfundProfile%2FZBI
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZMMK#fundUrl=%2FfundProfile%2FZMMK
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZMMK#fundUrl=%2FfundProfile%2FZMMK
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLU#fundUrl=%2FfundProfile%2FZLU
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/ZLI#fundUrl=%2FfundProfile%2FZLI
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZFIN#fundUrl=%2FfundProfile%2FZFIN
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Gold 

Gold has been staying relatively high ZGD - BMO Equal Weight Global Gold Index ETF …. for more on this topic please listen to  
bmoetfs.ca/trade-ideas-podcasts. 

 

 

To listen to BMO ETF podcasts please visit bmoetfs.ca. 

 

BMO ETF podcasts are also available on 

 

 

 

 

 
 
Source: Bloomberg, All returns and data points June, 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.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZGD#fundUrl=%2FfundProfile%2FZGD
https://www.bmoetfs.ca/trade-ideas-podcasts
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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