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Us CPI

US CPI came in softer than expectations at 7.1% and 6% core inflation. Indicates inflation is potentially coming under control.
As a result, equity markets opened strongly with the Nasdaq up and ARKK up 8%, before reversing, and ending the day slightly
positive. So, there is upside potential if inflation continues to abate. Markets are also weighing in this week’s Federal Reserve
meeting, not only their rate decision, but the 2023 dot plots. Markets are widely expecting a 50bps increase. For growth stocks
to perform they need clarity on the terminal rate. We are cautiously optimistic on growth. ZQQ - BMO NASDAQ Hedged to CAD
Index ETF contains developed companies with strong free cash flows. While ARKK - BMO ARK Innovation Fund ETF Series,
contains less developed companies with positive cash flows farther out on growth curve. For investors with long term growth
horizons, 5 years +, market pullbacks could good buying opportunities. The major risk is if inflation stays elevated when the
Fed hits their terminal rate. So, it's wait and see mode for when growth takes off again.

Fixed Income 2023

Investors have weathered the storm in fixed income in 2022. ZAG - BMO Aggregate Bond Index ETF is down -9% YTD. We are
nearly reaching peak rates. BoC has softened their stance and data dependent going forward. Given what see in the market for
2023, a flat to inverted yield curve, OAS at 4.3%, and a 4.25% terminal rate now, ZAG is a solid buy and hold to provide stability
to portfolios. Expect higher rates for 2023 and chance of rate cuts at the end of 2023, early 2024. This is the most stability
markets have been predicting in a long time. ZAG has a 4% YTM to help meet income needs and provides full term exposure for
flexibility. For further fixed income positioning you can find our latest trade opportunities -BMO ETFs: Bank of Canada Update
“We Love Barbells”. It fits well with a core ZAG portfolio, a barbell strategy that includes the short end ZCS - BMO Short Corporate
Bond Index ETF or ZBI - BMO Canadian Bank Income Index ETF and pairing it with long ZFL - BMO Long Federal Index ETF or ZTL -
BMO Long-Term US Treasury Bond Index ETF (Hedged Units).

Global Infrastructure

Global infrastructure remained resilient in 2022. Returning +9% this year. With the type of companies in ZGl - BMO Global
Infrastructure Index it’s not surprising it held up well. It contains long life assets like cell phone towers, airports, and toll roads
that that generally have consistent cash flow streams indexed to CPI. Shielding from inflation with the ability adjust prices and
revenue. It also has an overall lower correlation to broader equity markets at 0.5 - 0.6. ZGl is a core portfolio building block,
with diversification benefits, and potential to do well in adverse environments. If growth equites stage a comeback in 2023,

you won't get that huge growth potential from global infrastructure but can expect that consistent return stream that will help
in a potential recessionary environment.
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Covered Call Strategies

Volatility in equity markets remained elevated this year, with the potential to continue into 2023. Even in 2021 with easy
monetary policy, volatility never got back to average. The VIX, S&P Volatility index, never dipped below the long run average of
15. Covered call strategies tend to benefit from higher levels of volatility, being able to extract more premiums from writing
options. Volatility a major input in option pricing, so the higher volatility, the higher the income. There are also not huge
tailwinds for equities with potential recession and earnings coming down, if that continues covered call strategies can make a
lot of sense. Depending on your market views, if you are anticipating more growth in Canada, look at ZEB - Equal Weight Banks
Index ETF. If you're more bearish on growth prospects of the banks as the economy weakens, you may want to look at ZWB -
BMO Covered Call Canadian Banks ETF to capture both growth and income. And then if market dynamics shift, you could move
back into ZEB when the Canadian economy strengthens.

Tax Loss Harvesting

It is not too late to consider tax loss selling. A couple weeks left in 2022, and with most asset classes are down, this presents
an opportunity for future tax benefits. In fixed income, an area where we are seeing trades regularly, investors are crystalizing
their losses. It's not every year that you see deep negative losses in fixed income. ETF usage is increasing for tax loss purposes,
moving from individual positions into a broad-based ETFs or switch from ETF to ETF. Discount bonds for example, provide a tax
benefit while still maintaining aggregate exposure. Look out on Dec 19 for BMO ETF Tax Press Release. Pay attention that you
are not switching or buying into a large end year tax position, to avoid adverse tax positions at year end. For more information,
see BMO ETFs Tax Loss Harvesting Guide 2022 and tune into Podcast - Tax Loss Selling for 2022 Year End.

Updates in the Equity and Fixed Income Market

To listen to BMO ETF podcasts please visit bmoetfs.ca.
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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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