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Equity Factor Positioning

Nice start to the year with the S&P 500 up 6% YTD. It has been bumpier since the release of the job numbers last week, adding
500K plus more jobs. This creates the concern around inflation becoming entrenched with rising wages, hovering around 4-5%.
So this has poured some cold water on the rally. Looking at earnings fundamentals from the bulk of Q4 reporting, you are
looking at a decline of 4%. S&P is trading at a P/E of 19. The market is pricing in a rate cut in Q4 due to an anticipated economic
slowdown. So, we think weighting towards more defensive factors makes sense. Dividend ETFs, Canada and EAFE specifically and
high dividend covered calls, have kept up with performance. ZDV - BMO Canadian Dividend ETH is up about +7% YTD. The
underlying companies are larger and more mature, paying sustainable dividends, that income stream can help mitigate volatility.
Historically, dividends perform well in inflationary environments. Low Volatility is another defensive Factor investors can use if
we have a slowdown. LB - BMO Low Volatility Canadian Equity ETF for example can be supplemented with energy exposure. You
also may want to add some growth, just to hedge any upside risk. If inflation does cool down faster, ZQQ - BMO Nasdaq 100
Equity Hedged to CAD Index ETF|can perform well.

Fixed Income Opportunities

The BMO ETF Outlook Report does an excellent job oft discussing overall fixed income position. Specifically looking at credit,
intuitively, if we are expecting a slow down of growth, credit selling off is a legitimate concern. However we continue to be
overweight credit. There are a number of reasons to be bullish. We've seen credit spreads widen substantially over the past
year, in both Canada and the US. Most pronounced on the short end, and that indicates the market has already priced in a
potential slow down in growth and has not swung back. Making further widening unlikely. This creates an excellent opportunity
to buy cheap credit across the curve in Canada and across the border. Within US credit, it offers a deeper sector and issuer base,
counter cyclical sector diversification relative to Canadian corporates. In Canada | would look at ZCS - BMO Short Corporate Bond
ﬂ and ZQB - BMO High Quality Corporate Bond ETH - exposure to A rated bonds and above. In the US, SU - BMO Short Term UY
G Corporate Bond Hedged to CAD ETH, to compliment your Canadian exposure. Where credit spreads sit, we remain bullish as we
look forward in 2023.

Energy

We may not see those same significant returns as 2022, but we are still constructive on Energy going into 2023. One near to
medium term catalyst is the China re-opening. Their oil consumption is 20% below trend and China is a leading consumer of oil
next to US, accounting for 15% of global oil consumption. Supply chains are still disrupted by the Russia Ukraine conflict. Capital
underinvestment over the years is a tailwind. Approvals for new projects due to regulations have reduced capacity in the short
term. That is bullish for short term price action. Lastly, there are discussions of refilling the US strategic reserves, 200 million
barrells of oil. So a market weight in Energy makes sense. ZWEN - BMO Covered Call Energy ETH, is a excellent option targeting a
yield in the 8% range, this will be declared in the next week. Underlying holdings have had dividend increases over a 3 year
basis in the 15-20% range on average. The portfolio consists of larger cap, North American names with a 4% avg yield on the
dividend alone. Avg portfolio P/E is 7.5. ROE - 28. Debt/Equity is half of the TSX. Lot of positives under the hood.
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https://www.bmogam.com/ca-en/advisors/investment-solutions/etf/bmo-canadian-dividend-etf-zdv/
https://www.bmogam.com/ca-en/advisors/investment-solutions/etf/bmo-low-volatility-canadian-equity-etf-zlb/
https://www.bmogam.com/ca-en/advisors/investment-solutions/etf/bmo-short-corporate-bond-index-etf-zcs/
https://www.bmogam.com/ca-en/advisors/investment-solutions/etf/bmo-high-quality-corporate-bond-index-etf-zqb/
https://www.bmogam.com/ca-en/advisors/investment-solutions/etf/bmo-short-term-us-ig-corporate-bond-hedged-to-cad-index-etf-zsu/
https://www.bmogam.com/ca-en/advisors/investment-solutions/etf/bmo-covered-call-energy-etf-zwen/
https://www.bmogam.com/ca-en/advisors/investment-solutions/etf/bmo-nasdaq-100-equity-hedged-to-cad-index-etf-zqq/
https://www.bmoetfs.ca/articles/etf-market-review-outlook-report
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1BI - BMO Bank Income Index ETF

Bl - BMO Bank Income Index ETR was one of our more innovative launches in the recent past. The 1 year mark will hit later
this month. ZBI can act as a compliment to your traditional fixed income portfolio. ZBI continues to be the only way for retail
investors to access the highly coveted LRCN market, Limited Recourse Capital Notes. Accessing hybrid like fixed income
exposure, to enhance yield without adding significant duration or credit risk. This helps solve investor income needs, without
reducing credit quality. It consists of all non-equity segments of banks capital structure including - deposit notes, bonds,
institutional preferred shares and LCRNs. 60/40 split between bonds and bank hybrids. Maintaining the stability of the
Canadian banks, with AA avg credit rating, while adding 1% of yield relative to short corporate bonds. From a performance
perspective, it was challenged in 2022, but is performing extremely well YTD. LRCN is a unique segment, and the ETF
democratizes another institutional asset class. LCRN may replace bank issued preferred shares, so you can maintain preferred
share exposure, if there is a structural change.

Canadian Banks

Canadian banks spanning 7 decades have delivered double digit compounded returns. That is a 12% compounded return
through this period. Past returns are not indicative of future returns, but a fantastic track record. Referencing our
Equal Weight Canadian Bank ETH our benchmark ETF to measure performance, is up 11% this year. Forward P/E ratio is 9.5 and
the dividend yield on the banks is 4.5%, P/B is 1.5. These metrics have improved vs 10 year averages. On a one-year basis,
dividend growth on the banks within ZEB is 15%. Banks have less of an exposure to the housing market than commercial
loans, which can be a bigger negative catalyst. Net however, is the commercial loan books appear to be relatively strong, we
will get a better read on that. ZWB - BMO Covered Call Canadian Banks ETH is another way of getting that exposure if you are
more income focused.
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To listen to BMO ETF podcasts please visit bmoetfs.ca.
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Source: Bloomberg, All returns and data points January 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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