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REITs market in Canada 

While ZRE - BMO Equal Weight REITs Index ETF underperformed the broad market in 2022 ZRE is up approximately 9% YTD. 
We believe 2023 will be more constructive with interest rates expected to normalize. In higher inflationary markets, when 
rates are rising, there is a bit of push and pull when it comes to performance in REITs. On the bright side, real estate has 
the benefit of being a real asset that tends to hold value in periods of inflation. Furthermore, lease resets give REITs the 
ability to pass on inflation through reset rent agreements. On the negative side, however, higher interest rates impact the 
REIT’s cost of capital and make the hurdle rate for new projects to be cash-flow accretive more difficult. The “bond-proxy” 
quality of REITs can be a negative. In any event, the condition of the economy does play a large role, so if rate increases 
occur during a state of economic prosperity, or an economic slowdown, impacts on valuations and markets will be 
different. For more on this trade idea please visit Constructive on REITs  

CPI Print 

Last week we had a hotter CPI print in the US. We've seen the US terminal rate expectations soar as a result. It appears 
that the US will continue to raise rates until inflation is under control. All eyes were on the Canadian CPI print to see if we 
followed the same trend as the US however, January CPI year over year printed at 5.9%, versus consensus estimates of 
6.1%. It is likely that we will see a pause on raising rates from the BoC in the next meeting. As of now it looks like the 
impact of an aggressive BoC is starting to make its way through the economy. We still have inflation above the BoCs target 
of 1-3 percent. Food prices are still trending higher, (we hope that higher rates will make its way through the supply chain) 
and Mortgage interest costs continues to see upward trajectory. As of now we still have to wait and see how the effects of 
higher rates play out. ZTIP - BMO Short-Term US TIPS Index ETF , TIPS - BMO Short-Term US TIPS Index ETF, ZRR - BMO Real 
Return Bond Index ETF 

How to Play Technology 

Overall, we are bullish on the Technology sector however, we believe that the “easy money” is done (when looking at the 
rebound from COVID). We expect this sector to continue to be profitable over the long term and we look to keep exposure 
to tech. When playing the tech sector we look at companies with high return on equity, low financial leverage and stable 
earnings growth using our Quality Factor ETF ZUQ - BMO MSCI USA High Quality Index ETF. A more conservative approach is 
the ZWT - BMO Covered Call Technology ETF where we use the covered call overlay on the portfolio, and given the 
uncertainty in the market around tech you can get paid an above avg yield while you wait out the volatility. 

Terminal Rates 

The market is expecting a peak terminal rate in Canada of about 4.72. In the US we expect 3 more rate increases of 25 bps 
to bring us to a terminal rate to approx. 5.4%. For the US we like short term credit ZUS.U - BMO Ultra Short-Term US Bond 
ETF (USD Units) and ZSU - BMO Short-Term US IG Corporate Bond Hedged to CAD Index ETF provide higher yield with low 
duration risk. 
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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 February 2023. 
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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