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Canadian CPI & Currency

Inflation is still top of mind for investors in 2023. The Canadian CPI print came in ahead of expectations. The core was resilient, but
the headline number is trending in the right direction. 4 months ago it was 7%, and the last 3 months 6.8%. The overnight
interest rate, pricing in for next meeting, has a greater than 50% chance of a 0.25% rate hike at the January meeting. The BoC is
probably going to take a pause. Supply chains are healing and with tighter money policy we are seeing inflation starting to
recede on the goods side while Energy is resilient, given the Russian/Ukraine conflict. Housing market data across the country
show listings are sitting stale and then relisted at lower prices. Globally the Fed is the furthest ahead in the inflation fight. If there
is a rate differential, it’s likely to increase in favour of Canada. The Canadian dollar more likely to strengthen, especially with the
strength of the energy sector right now. Therefore, hedging currency exposure is a good idea in 2023.

International and Emerging Markets

There was a rebound in both International and Emerging Market equities in Q4 2022 and early 2023. Both did not rebound as
drastically as CDN or US equities post-covid. Valuations did not get stretched to the same degree and that valuation advantage
helps. As well the positive sentiment changes around Europe’s economy helped drive performance. High energy prices during the
winter were expected to cause an economic slow down. However, cost constraints have come down. Netherlands Natural Gas
spiked to $300 and came down $50-560. Inventories were managed and weather was milder. So Europe will be able to weather
the storm better than expected, without having to rely on Russian oil and gas. A bounce off the bottom for Intl currencies - Euro,
Pound & Yen. Weaker against USD and CAD in 2022, but going forward a weaker USD favors those Int’l currencies. We favor
maintaining a unhedged exposure, for Canadian investors. Emerging Markets bounce backed on China re-opening news. We saw
China 3% GDP growth in 2022. Weakest growth in a number of years, but still a strong number. The risk is how widely Covid may
spread through the country. The USD starting to weaken is a tailwind for emerging markets since EM debt is issued in USD, and
that debt burden can lessened based on currency. 2023 should look better than 2022.

Gold

Gold has mounted a rally. Gold bullion is up about 17% in USD terms, since November 2022. Despite inflation receding, it still
provides a hedge against the USD, and geopolitical and macroeconomic risks. If the strength of the USD reverses, this will be
favorable for Gold. Gold bullion has a lower correlation to equities, so it serves the purpose of diversification. When markets are
behaving in an orderly fashion, gold equities could outperform Bullion. Because of operational leverage from companies and
higher beta to gold prices. Gold futures are upward sloping, this is a positive for gold companies. There are operational and
political risks associated with individual gold mining companies. GD - BMO Equal Weight Global Gold ETH allows you to diversify
across many larger cap companies. And with JG - BMO Junior Gold Index ETH the focus is on smaller cap companies. Gold is an
interesting asset class for 2023 if the USD continues to fade.
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Source: Bloomberg, All returns and data points December 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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