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Canadian Banks - LRCNs 

Our portfolio management team is constructive on Canadian Banks. Investors can take advantage of the entire Canadian Bank 
capital structure by using ZBI - BMO Canadian Bank Income Index ETF. Limited Recourse Capital Notes (LRCNs) are a great way for 
Banks to raise capital. LRCNs are hybrid like instruments that exhibit both bond and preferred share characteristics. This new 
structure is likely to replace traditional retail $25 preferred shares over time. When LRCNs were first approved the expectation 
was that the banks would redeem the preferred shares that are already in the market and re-issue new LRCNs. There is now an 
annual limit as to how much the banks can redeem/re-issue. Issuance has picked up in Aug and Sept with over 3 Billion across 
several banks. LRCNs are designed for institutional use only however, there could be a chance down the line for retail investors 
to access. BMO has launched ZBI which holds Bank LRCNs. LRCNs offer a larger premium and provides almost a 7% yield in the 
ETF. ZBI: Over 5% Yield to Maturity1 from Income Securities from Canadian Banks  

Low Volatility ETFs 

Low Vol factors have performed well this year. ZLB - BMO Low Volatility Canadian Equity ETF has outperformed the TSX by 
approximately 4% YTD and ZLU - BMO Low Volatility US Equity ETF has outperformed the S&P 500 by 12%. Low vol strategies 
have a goal of delivering less drawdown while participating in upside. We are constructive on the low vol factor when there is 
high volatility in the markets. Defensive sectors such as Utilities and REITs are within the portfolio and the portfolio is 
underweight cyclical sectors such as Energy and Technology. We like using ZLU with growth ETFs such as ZNQ - BMO NASDAQ 100 
Equity Index ETF or ZSP - BMO S&P 500 Index ETF. On the Canadian side we like using ZLB with ZCN - BMO S&P/TSX Capped 
Composite Index ETF. By using a barbell approach, you get the best of both worlds and add defence to growth and vice vera. 

Tax Loss Selling 

We do expect the worst may be behind us in the Fixed Income market investors may want to start crystalizing those fixed 
income losses by either using a “like for like” exposure or repositioning their fixed income exposure altogether. ETFs are an 
excellent tool for the tax loss process. BMO has a wide variety of fixed income ETFs. Our discount bond ETFs provide a tax 
efficient exposure. ZDB BMO Discount Bond Fund Exchange Traded Fund | ZDB | BMO Bank of Montreal has similar exposure the 
aggregate bond universe, ZSDB - BMO Short-Term Discount Bond ETF has a similar exposure to the 1–5-year universe and ZCDB - 
BMO Corporate Discount Bond ETF has a corporate exposure. These ETFs also mimic the broad universe from a risk characteristics 
perspective such has duration, yield, sector, and subsector, only we select coupons that are attractive from a tax perspective. 
Investors will benefit from a lower tax burden going forward when switching into our discount bond ETFs.  

Technology Outlook 

It has been a challenging year for technology companies this year however, we are cautiously optimistic going forward. Once 
inflation starts to slow down, we’d look to be more overweight in Technology. Gaining exposure through ZWT - BMO Covered Call 
Technology ETF will provide a good balance of income and growth. ZWT holds mega cap companies such as Google, Apple, 
Amazon and we write Covered Calls on half the portfolio to generate option premium yield. The additional yield when reinvested 
into the portfolio can help minimize volatility.  
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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 October 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 trademarks/trademark of Bank of Montreal, used under licence.
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