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Canadian CPI 

The print in Canada came in lower than expected. Inflation is starting to slow down however it is still early to say how 
quickly inflation will come down to 2% target rate. Regarding the yield curve, there was no real change on the short term 
(2 year) however, there was a rally on the longer end of the curve and interest rates went down (10 year+). The market 
could be pricing in a slowdown and signaling a recession. Two defensive sectors we like for equities are Utilities and REITs. 
ZUT - BMO Equal Weight Utilities Index ETF and ZRE - BMO Equal Weight REITs Index ETF. For growth opportunities we like 
ZEO - BMO Equal Weight Oil & Gas Index ETF and ZEB - BMO Equal Weight Banks Index ETF. 

Dividend Factors 

Dividends have outperformed the broad market. BMOs dividend factors focus on companies that have a positive/flat three-
year dividend growth and a five-year dividend payout sustainability. By focusing on a three-year dividend growth rate, a 
measure is created that is responsive to changing company conditions and doesn’t react to small one-year declines. This 
also helps to lower portfolio turnover. When screening the five-year dividend payout sustainability BMO focuses on the four 
most recent years, as well as analyst forecasts for the next year. This ensures the dividend is funded by ongoing operations 
and is forward looking. Furthermore, the dividend income from the underlying holdings within ZDY - BMO US Dividend ETF 
and ZDV - BMO Canadian Dividend ETF can provide some extra cushion to combat the elevated volatility in the market. 

Covered Calls 

Volatility is elevated and the VIX is in the 25 to 30 range while pre-COVID VIX levels were around 12. The higher the 
volatility the more efficient it is to implement the option overlay within our covered call strategies. We typically only write 
on approximately 50% of our covered call strategies and write further out of the money when volatility is elevated. 
Currently on ZWB we are getting about a 3% yield from our option premium and all in ZWB - BMO Covered Call Canadian 
Banks ETF has a yield of approximately 7%. BMO's Covered Call, Derivatives and Volatility Report  

Discount Bonds 

ZDB - BMO Discount Bond Index ETF, ZSDB - BMO Short-Term Discount Bond ETF and ZCDB - BMO Corporate Discount Bond 
ETF can help investors further reduce taxable interest income relative to traditional bond funds with similar exposures. 
BMO’s Discount Bond ETFs invest in bonds where the current yield is near or below par value. By investing in lower coupon 
bonds and ensuring coupon and yield to maturity are more aligned, helps further improve tax efficiency. In a taxable 
account the higher the coupon, the higher tax the investor will pay. This does not impact the before tax total return, where 
coupons and price movement generally equal yield to maturity over time. For more on BMO’s discount bond ETFs 
Innovative Tax Efficient Low Cost Bond Solutions. 
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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 September 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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