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Inflation 

There are a lot of headwinds in Europe with the energy crisis standing out (concerns of energy supply and costs throughout the winter). 
Some European governments are talking about shutting down manufacturing plants to save energy. If so, they could be hurting GDP 
growth and cause significant damage to the economy. Currencies are dropping and the BoE is propping up the British Pound (which is 
at multi decade lows). We think there could be a recession coming soon for Europe. We recommend a flight to quality companies 
within Europe. ZEQ - BMO MSCI Europe High Quality Hedged to CAD Index ETF 

With the strong USD we will see U.S multi nationals slow down. The BoC appears to be ahead of inflation compared to other major 
developed countries due to large rate hikes at the beginning of the year. We think Canada may outperform for the rest of 2022. 
Overweight Canada, neutral U.S and underweight Europe is how we look to position ourselves for the rest of 2022. ZCN - BMO S&P/TSX 
Capped Composite Index ETF, ZSP - BMO S&P 500 Index ETF, ZEQ - BMO MSCI Europe High Quality Hedged to CAD Index ETF 

Fixed Income Expectations  

Forecasts are starting to show we are nearing a peak in 10-year rates. U.S 5- and 10-year rates spiked, however, we may see more 
rate volatility going forward as the market is digesting economic news very quickly. ZAG - BMO Aggregate Bond Index ETF has had a 
challenging year and peak rates will lead to upside in the aggregate. As we are nearing the “hopeful peak” of 10-year rates ZAG is very 
well positioned across the yield curve and doesn’t require you to necessarily time the market. We still look to compliment your 
aggregate bond portfolio with short term bonds in favour of credit. ZST - BMO Ultra Short-Term Bond ETF, ZCS - BMO Short Corporate 
Bond Index ETF, ZQB - BMO High Quality Corporate Bond Index ETF, ZCDB - BMO Corporate Discount Bond ETF are great options available. 

Dividend Factor 

ZDV - BMO Canadian Dividend ETF is outperforming the TSX by approximately 6% year to date. ZDV doesn’t have any exposure to the 
technology sector and is overweight in the staples and telecoms sectors which are more defensive. ZDY has varying exposure across 
many sectors and has outperformed the S&P 500 by approximately 9%. The names within the dividend ETFs have contributed to 
performance as there is a tilt to cash generative companies (cash is king in an inflationary environment).  

Cash Alternative ETFs 

It is common to see cash alternative ETFs gather assets in risk off environments as investors wait for volatility to subside. We have seen 
300 million flow into ZST - BMO Ultra Short-Term Bond ETF and 125 million into ZUS.U - BMO Ultra Short-Term US Bond ETF (USD Units) 
recently. Looking at ZST and ZUS.U we see an advantage over other cash like products since it offers an attractive yield, better 
protection during a rising rate environment, high liquidity, and no lockup period. These two ETFs purchase bonds that mature in 1 year 
or less and hold to maturity. The yield will naturally increase in a rising rate environment since low-cost bonds with higher yields are 
moved into the portfolio as high-cost lower yield bonds mature. Investing Cash in Ultra-Short Term Bond ETFs  

 Preferred Shares 

ZPR - BMO Laddered Preferred Share Index ETF There was a selloff in prefs since there was a negative widening in credit spreads. There 
are strong tailwinds within the portfolio as banks issue LRCNs and redeem prefs… for more on this topic please listen to the BMO 
Podcast. 

 

https://play.google.com/music/listen?u=0#/ps/Iuw4bvfln52t5vyvcea5phdnlmq
https://open.spotify.com/show/0r82489eCvVh1AyWPFQs43?si=syLQWRJrQAW3mjW5yabsEg
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEQ#fundUrl=%2FfundProfile%2FZEQ
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/ZCN#fundUrl=%2FfundProfile%2FZCN
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/ZEQ#fundUrl=%2FfundProfile%2FZEQ
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZAG#fundUrl=%2FfundProfile%2FZAG
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZST#fundUrl=%2FfundProfile%2FZST
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/ZCS#fundUrl=%2FfundProfile%2FZCS
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZQB#fundUrl=%2FfundProfile%2FZQB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZCDB#fundUrl=%2FfundProfile%2FZCDB
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/ZST#fundUrl=%2FfundProfile%2FZST
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZUS.U#fundUrl=%2FfundProfile%2FZUS.U
https://www.bmoetfs.ca/articles/investing-cash-in-ultra-short-term-bond-etfs
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZPR#fundUrl=%2FfundProfile%2FZPR
https://www.bmoetfs.ca/trade-ideas-podcasts
https://www.bmoetfs.ca/trade-ideas-podcasts
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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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