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Summary 
In this report Brian presents the U.S. Strategy Comment & Canadian Strategy Snapshot for May 2023. 
 
 
Key Points – U.S. – Revisiting Dividend Growth– May 2023 
 
Main Points: 

• Investing in consistent dividend growers has been a beneficial long-term strategy 
• Dividend growth can be a standout performer during volatile times 
• Higher interest rates do not hinder all dividend strategies 
• Dividend growth has a diverse sector composition 
• Fundamentals providing support for dividend growth stocks 

 

 
Key Points – Canada – Downgrading Consumer Staples to Underweight– May 2023 
 
Main Points: 

• Outperformance streak likely peaked 
• Expensive with slowing growth trend 
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Performance as of April 30, 2023 
Annualized Rates of Return (%) in CAD – As of April 30, 2023 
Trailing Returns (%) 

 
 
Annual Rates of Return (%) in CAD – As of April 30, 2023 
Calendar Year Returns (%) 

 

 
 
 
 
 
 
Fund Codes 
 

Series MER (%) Front End* Low Load† DSC† 

BMO U.S. Equity Plus Fund 

Advisor Series / US$ Advisor 2.20/2.20 BMO99744/BMO79744 BMO98744/BMO78744 BMO97744/BMO77744 

F Series / US$ F 0.82/0.82 BMO95744/BMO40744 - - 

BMO U.S. All Cap Equity Fund 

Advisor Series / US$ Advisor 1.97/1.97 BMO99115/BMO79125 - - 

F Series / US$ F 0.85/0.85 BMO95115/BMO40125 - - 

 
* Front End = Sales Charge † Low Load and DSC purchase options are no longer available for sale. MER as of September 30, 2022. 
 
Stats from US & CAD Summary pages from 2023 Market Outlook: The Year Ahead for the US and Canada. November 30, 2022. 
 
 
 

Name 1M 3M YTD 1Y 3Y 5Y SI+

BMO US Equity Plus Fund - Series F 2.02 1.43 10.05 1.85 13.54 10.00 9.05
Canada Fund US Equity Category 1.13 0.57 6.40 -1.19 11.98 7.90 7.27
Excess Return 0.89 0.86 3.65 3.04 1.56 2.10 1.78
# Funds in Category 1,094 1,089 1,077 1,049 897 782 0

Name 2022 2021 2020 2019 2018 2017 2016 2015
BMO US Equity Plus Fund - Series F -14.67 26.89 14.31 26.92 -0.75 12.26 8.98 15.73
Canada Fund US Equity Category -13.32 23.46 12.60 22.62 -0.64 12.73 5.60 13.49
Excess Return -1.35 3.43 1.71 4.30 -0.12 -0.46 3.39 2.24
BMO US All Cap Equity Fund* - Series F
# Funds in Category 1,400 1,427 1,636 1,565 1,432 1,300 1,124 1,019

N/A

Source – Morningstar Direct. Data through April 30, 2023.
US Equity Category is represented by Morningstar’s Canada Fund US Equity Category.
+Since inception returns are presented from November 14, 2014 to April 30, 2023.
Past performance is not indicative of future results. *No Performance data as fund is less than 1-yr old. 
Series F units are only available to investors who participate in eligible wrap programs or flat fee accounts 
with their registered dealers that have entered into a Series F Agreement with BMO Investment Inc.

https://researchglobal0.bmocapitalmarkets.com/research/3418dd67-6706-4ce1-8b4c-1dd5401537a2/
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US Strategy – S&P 500 Targets 

Price Target Model 2023E 

DDM 4,500 

Fair Value P/E 4,000 

Price Target 4,300 

  EPS Target Model 2023E 

Macro Regression $210 

Bottom-Up Consensus $230 

Normalized EPS $197 

EPS Target $220 

  
Implied P/E 19.5x 

Source: BMO Capital Markets Investment Strategy 

 
 
 
 

US Strategy – Recommended S&P 500 Sector 
Weightings 

Sector Opinion Tgt. Wgt. 

Communication Services OW 9% 

Consumer Discretionary MW 10.5% 

Consumer Staples UW 5% 

Energy MW 4.5% 

Financials OW 14% 

Health Care OW 15.5% 

Industrials MW 8.5% 

Information Technology MW 26% 

Materials MW 2.5% 

Real Estate MW 2.5% 

Utilities UW 2% 

Source: BMO Capital Markets Investment Strategy 

OW: Overweight 
MW: Market Weight 
UW: Underweight 

 
 
 
 
 
 

 
 

 
May 11, 2023 

US Strategy Comment 

Revisiting Dividend Growth  

Not All Dividend Strategies Created Equal 

Dividend growth makes up a key part of our overall investment strategy for 2023, 

representing the “defensive” side of our recommended portfolio barbell, but these 

stocks have largely trailed the broader market so far this year. Nonetheless, with the 

S&P 500 index unlikely to break out significantly higher from its current level in the 

months ahead, and price swings and bouts of volatility appearing increasingly probable 

given current market dynamics, we believe it may be an opportune time to revisit 

dividend growth. Our work shows that this type of strategy, which focuses on stocks 

combining both dividend growth and yield characteristics, has been a notable 

outperformer during volatile times, and can help limit losses amid market declines, yet 

also post solid gains during periods of market strength. 

Main Points: 

 Investing in Consistent Dividend Growers Has Been a Beneficial Long-Term 

Strategy 

 Our dividend growth strategy has produced attractive long-term 

returns 

 Dividend Growth Can Be a Standout Performer During Volatile Times 

 Dividend growth can help combat volatility and mitigate losses, but 

also participates in price upside during periods of market strength 

 Higher Interest Rates Do Not Hinder All Dividend Strategies 

 High dividend yield strategy exhibits an inferior risk-return profile 

when US 10Y Treasury is above its 3Y average, but dividend growth 

records a higher average one-year return and Sharpe ratio  

 Dividend Growth Has a Diverse Sector Composition 

 Dividend growers tend to be fairly balanced from a sector standpoint 

and more levered to market performance 

 Fundamentals Providing Support for Dividend Growth Stocks 

 Quality attributes, earnings growth, and dividend growth trends 

largely favor dividend growers over high dividend yielding stocks 
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Revisiting Dividend Growth 

Not All Dividend Strategies Created Equal 

One of our overarching investment strategies for 2023 has been a barbell approach with dividend 

growth stocks representing the “defensive” side of the barbell. After holding up much better than the 

broader market in 2022, dividend strategies have largely underperformed so far this year (Exhibits 1 & 

2). However, given our US market outlook which calls for choppy trading, heightened levels of volatility, 

and limited price upside at the S&P 500 index level (4,300 year-end SPX price target), we believe it may 

be an opportune time to revisit dividend growth stocks. It is important to note that our dividend growth 

strategy focuses on stocks that combine both dividend growth and yield characteristics as our works 

shows that this type of approach has produced an attractive long-term risk and return profile, and has 

outperformed yield-only strategies and the overall market even when the US 10-year Treasury yield was 

above its near-term average as it is currently. In addition, dividend growth has been a standout 

performer during volatile times, helping to limit losses amid market declines, yet has also participated in 

price upside during periods of market strength. From a fundamental standpoint, underlying trends for 

these stocks also appear favorable with dividend growth exhibiting attractive quality, earnings growth, 

and dividend attributes, and boasting a relative NTM P/E well-below historical norms versus the S&P 

500. As such, dividend growth continues to be an important part of our overall investment strategy and 

we would recommend that investors add exposure within their portfolios. 

Exhibit 1: Dividend Strategies Were Notable Outperformers in 2022…  Exhibit 2: ..But Have Been Out of Favor So Far in 2023 

 

 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, S&P, DJ.  Source: BMO Capital Markets Investment Strategy Group, FactSet, S&P, DJ. 

Investing in Consistent Dividend Growers Has Been a Beneficial Long-Term 
Strategy 

From our perspective, when it comes to dividend investing, investors should focus on stocks that 

combine growth and yield characteristics as we found that these companies tend to have a history of 

consistent earnings and cash flow growth, characteristics that are typically rewarded by investors over 

longer periods of time and in various market environments. Therefore, it is not surprising to us that one 

of our preferred dividend growth screening methodologies (see below) has not only offered more 

favorable returns than a yield-only strategy and the S&P 500 historically (Exhibit 3), but has done so 

with a more attractive risk and return profile (Exhibit 4). 
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Dividend Growth Screening Methodology (used for analysis in this report’s exhibits) 

 S&P 500 stocks screened each month-end 

 No dividend cuts in the past five years 

 Latest one-year dividend per share growth greater than the S&P 500 

 Current dividend yield greater than the S&P 500 

 Free cash flow yield greater than the dividend yield 

 Dividend payout ratio lower than the S&P 500 

 

Exhibit 3: Dividend Growth Has Produced Attractive Returns…  Exhibit 4: …With a Favorable Risk-Return Profile 

 

 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet.  Source: BMO Capital Markets Investment Strategy Group, FactSet. 

Dividend Growth Can Be a Standout Performer During Volatile Times 

In our Market Outlook report, we discussed our belief that elevated market volatility would be a 

mainstay and key theme in 2023, and this was largely the case during Q1 (Exhibit 5). Indeed, the CBOE 

Volatility index (VIX) was above its long-run average of 19.7 in more than 60% of trading days in the 

first quarter. However, market volatility has subsided since then with the VIX only closing above its long-

run average once thus far in Q2. From our lens, we do not see this trend persisting much longer and 

expect a pick-up in volatility as investors continue to contend with a host of uncertainties and concerns 

related to inflation, Fed/interest rates, corporate earnings, economic growth/recession, and most 

recently, regional banks. Therefore, focusing on dividend growth at this time may be a beneficial 

strategy as our work shows that these types of stocks can be standout performers during volatile times. 

For instance, when looking at monthly periods of above-average VIX since 1990, we found that both 

dividend growth stocks and the top 25 S&P 500 stocks by dividend yield recorded average annualized 

total returns of 10.1% versus the 3.5% return for the broader market with the former boasting a 

superior annualized Sharpe ratio (Exhibit 6). During monthly periods of rising one-year VIX, a high-yield 

strategy has been a notable laggard, while dividend growth has produced better average one-year 

returns and an attractive risk-return profile (Exhibit 7). In addition, our work shows that a dividend 

growth strategy has historically done a better job than one focused on yield alone of providing 

downside protection amid market declines and also participating in price upside amid market gains as 

highlighted in Exhibit 8.  
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Exhibit 5: VIX Has Closed Below Its Long-Run Average Nearly Every Trading Day in Q2 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet. 

 
Exhibit 6: Dividend Growers Exhibit Superior Risk-Adjusted Returns 
During Periods of Elevated Volatility 

 
Exhibit 7: Relative Performance for High Div Yld Stocks Struggles When 
VIX Is Rising, While Dividend Growth Stocks Outperform 

 

 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, CBOE.  Source: BMO Capital Markets Investment Strategy Group, FactSet, CBOE. 

 

Exhibit 8: Dividend Growth Stocks Can Help Limit Losses, but Also Participate in Market Strength 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet. 
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Higher Interest Rates Do Not Hinder All Dividend Strategies 

Although the US 10-year Constant Maturity Treasury yield is unlikely to break out significantly higher 

from current levels, especially considering that the Fed rate hiking cycle may already be complete, it 

should still remain above its near-term average yield for the foreseeable future (Exhibit 9). Despite 

common perceptions, an above-average US 10Y Treasury yield is not an impediment to all dividend 

strategies. For instance, when examining monthly periods going back to 1990 in which the US 10-year 

Constant Maturity Treasury yield was above its three-year moving average, the top 25 S&P 500 stocks by 

dividend yield posted an average one-year return of 14%, roughly in line with the overall market, but 

with an inferior risk-return profile (Exhibit 10). By contrast, our dividend growth strategy registered a 

19.3% one-year return, on average, and a superior annualized Sharpe ratio than a high-yield-only 

strategy and the S&P 500 index. Therefore, while the US 10Y Treasury yield may remain above the low 

levels investors have become used to over the past decade, this certainly does not represent a poor 

backdrop for dividend growth stocks. 

Exhibit 9: US 10Y Treasury Yield Likely to Stay Above-Average for 
Foreseeable Future 

 
Exhibit 10: Sharpe Ratio for Dividend Growth Is Still Attractive When 
US 10Y Treasury Yld Is Above-Average  

 

 

 
Source: BMO Capital Markets Investment Strategy Group, FactSet, FRB.  Source: BMO Capital Markets Investment Strategy Group, FactSet. 

Dividend Growth Has a Diverse Sector Composition 

Our dividend growth strategy tends to be fairly sector-diverse and more levered to overall market 

performance than some of the other, more simplistic dividend approaches, such as high-yield, and represents 

another reason we prefer this type of investment strategy over the longer term. Indeed, as shown in Exhibit 

11, our latest month-end dividend growth constituents are quite balanced from a sector standpoint with 

Industrials, Financials, Technology, and Materials each comprising at least 13% of stocks in the screen. 

Contrastingly, the largest sector exposures within the S&P 500 High Dividend and DJ US Select Dividend indices 

come from the traditional defensive areas of the market (Exhibits 13 & 14). Financials and Energy make up 

over half of the current top 25 S&P 500 stocks by dividend yield, but poor price returns rather than actual 

dividend increases seems to be the primary factor lifting yields, further supporting our preference to 

incorporate multiple factors when searching for dividend names (Exhibit 12).
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Exhibit 11: Dividend Growth Strategy Is Fairly Balanced From a Sector 
Standpoint 

 
Exhibit 12: >50% of Top 25 Div Yld Stocks Come From 
Underperforming FINS & ENRG Sectors 

 

 

 
Source: BMO Capital Markets Investment Strategy Group, FactSet.  Source: BMO Capital Markets Investment Strategy Group, FactSet. 

Exhibit 13: Nearly 40% of SPX High Dividend Index Is Concentrated in 
UTIL & RLST 

 
Exhibit 14: Utilities Makes Up Almost One-Third of DJ US Select 
Dividend Index 

 

 

 
Source: BMO Capital Markets Investment Strategy Group, FactSet, S&P.  Source: BMO Capital Markets Investment Strategy Group, FactSet, DJ. 

Fundamentals Providing Support for Dividend Growth Stocks 

One of our primary investment themes for US equities has been a tilt toward high-quality areas of the 

market, and this is particularly important now given the uncertainties present in the current 

environment. One of the ways we measure the degree to which dividend growth and high-yield stocks 

fit the aforementioned theme is by looking at their S&P LT issuer credit ratings and S&P quality stock 

rankings. Indeed, we found that 55% of current dividend growth stocks have an S&P LT issuer credit 

rating of BBB+ or higher and 70% have a S&P quality ranking of B+ or higher, compared with 48% and 

52%, respectively, of the top 25 S&P 500 stocks by dividend yield (Exhibit 15). While the yield 

advantage exhibited by high dividend yielding stocks has been increasing as of late, actual and 

forecasted dividend growth rates continue to favor dividend growers (Exhibits 16 & 17). On the 

valuation front, relative NTM P/E versus the S&P 500 for both dividend growth and the top 25 dividend 

yield stocks sit well-below historical norms, but far superior earnings growth expectations for dividend 

growers more than makes up for the slightly higher NTM P/E multiple (Exhibits 18 & 19).
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Exhibit 15: Dividend Growth Stocks Exhibit High-Quality Characteristics 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, S&P. 

 

Exhibit 16: Fundamental Snapshot: Dividend Growth Stocks vs. Top 25 
S&P 500 Dividend Yield Stocks 

 
Exhibit 17: Dividend Yield Spread for Top 25 DY Stocks vs. Dividend 
Growth is Above Average 

based on current median values 

Metric 
Dividend 
Growth 

Top 25 Dividend 
Yield Stocks 

5Y Beta 1.20 1.09 

Dividend Yield 2.4% 6.8% 

NTM EPS Growth 4.3% -4.8% 

LTM Dividend Growth 11.4% 4.4% 

NTM Dividend Growth 7.6% 2.7% 

NTM P/E 10.9 7.4 

5Y EPS Growth Volatility 17.6% 17.1% 

   
 

 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, IBES.  Source: BMO Capital Markets Investment Strategy Group, FactSet. 

Exhibit 18: Relative NTM P/E for Dividend Growth vs. S&P 500 Sits At 
Steeper Discount Than Historical Average… 

 Exhibit 19: …As Does Relative NTM P/E for Top 25 DY Stocks 

 

 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, IBES.  Source: BMO Capital Markets Investment Strategy Group, FactSet, IBES. 
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Dividend Growth Screen 

Exhibit 20 shows the current list of stocks passing our dividend growth screen. In addition, please 

see our US Dividend Growth and North American Dividend Growth portfolios, which are actively 

managed model portfolios that we developed based on the aforementioned principles. 

Exhibit 20: Dividend Growth Screen Stocks 

Ticker Company BMO Rating 

ADM Archer-Daniels-Midland Company OP 

AVY Avery Dennison Corporation OP 

CAT Caterpillar Inc. Mkt 

CF** CF Industries Holdings, Inc. OP 

CI Cigna Group NR 

CMI Cummins Inc. Mkt 

DFS Discover Financial Services Mkt 

FDX** FedEx Corporation Mkt 

GS Goldman Sachs Group, Inc. OP 

HIG Hartford Financial Services Group, Inc. Mkt 

KR Kroger Co. Mkt 

LKQ LKQ Corporation NR 

MOS** Mosaic Company OP 

MPC Marathon Petroleum Corporation OP 

NXPI NXP Semiconductors NV Mkt 

PSX Phillips 66 OP 

QCOM QUALCOMM Incorporated NR 

RF Regions Financial Corporation NR 

RHI Robert Half International Inc. Mkt 

SNA Snap-on Incorporated NR 

STT State Street Corporation NR 

SWKS Skyworks Solutions, Inc. Mkt 

TEL TE Connectivity Ltd. NR 

*Rating Key, according to BMO Capital Markets Equity Research: OP: Outperform, Mkt: Market Perform, Und:
Underperform, NR: Not rated by BMO Capital Markets Equity Research.
** Covered by our Canadian affiliate BMO Nesbitt Burns Inc.
Source: BMO Capital Markets Investment Strategy, FactSet. 
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IMPORTANT DISCLOSURES

Analyst's Certification

I, Brian G. Belski, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or 
issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and 
their affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in 
generating new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service 
to clients.

Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Limited are not registered as research analysts with FINRA. These 
analysts may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the FINRA Rule 2241 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosures

For Important Disclosures on the stocks discussed in this report, please go to  https://researchglobal0.bmocapitalmarkets.com/public-
disclosure/ .

Distribution of Ratings (May 10, 2023)
Rating category BMO rating BMOCM US

Universe*
BMOCM US IB

Clients**
BMOCM US IB

Clients***
BMOCM

Universe****
BMOCM IB

Clients*****
StarMine
Universe~

Buy Outperform 47.1 % 17.7 % 51.3 % 53.6 % 61.5 % 57.7%

Hold Market Perform 50.2 % 14.9 % 46.2 % 44.7 % 37.0 % 37.5%

Sell Underperform 2.7 % 15.4 % 2.6 % 1.6 % 1.0 % 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services 
as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking 
services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services 
as percentage of Investment Banking clients.
~ As of April 1, 2019.

Ratings Key (as of October 2016)

We use the following ratings system definitions:
OP = Outperform - Forecast to outperform the analyst’s coverage universe on a total return basis;
Mkt = Market Perform - Forecast to perform roughly in line with the analyst’s coverage universe on a total return basis;
Und = Underperform - Forecast to underperform the analyst’s coverage universe on a total return basis;
(S) = Speculative investment;
Spd = Suspended - Coverage and rating suspended until coverage is reinstated;
NR = No Rated - No rating at this time; and
R = Restricted - Dissemination of research is currently restricted.

The total return potential, target price and the associated time horizon is 12 months unless otherwise stated in each report. BMO Capital Markets' 
seven Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Cap, CDN Small Cap, US Large Cap, US Small Cap, 
Income, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Rating System

(April 2013 - October 2016)
http://researchglobal.bmocapitalmarkets.com/documents/2013/rating_key_2013_to_2016.pdf

(January 2010 - April 2013)
http://researchglobal.bmocapitalmarkets.com/documents/2013/
prior_rating_system.pdf
Other Important Disclosures
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For Important Disclosures on the stocks discussed in this report, please go to  https://researchglobal0.bmocapitalmarkets.com/public-
disclosure/or write to Editorial Department, BMO Capital Markets, 151 West 42nd St, 33rd Floor, New York, NY 10036 or Editorial Department, 
BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3.

Dissemination of Research

Dissemination of fundamental BMO Capital Markets Equity Research is available via our website  https://
researchglobal0.bmocapitalmarkets.com/ . Institutional clients may also simultaneously receive our fundamental research via email and/or via 
services such as Refinitiv, Bloomberg, FactSet, Visible Alpha, and S&P Capital IQ.

BMO Capital Markets issues a variety of research products in addition to fundamental research. Institutional clients may request notification 
when additional research content is made available on our website. BMO Capital Markets may use proprietary models in the preparation of 
reports. Material information about such models may be obtained by contacting the research analyst directly. There is no planned frequency 
of model updates.

The analyst(s) named in this report may discuss trading strategies that reference a catalyst or event that may have a near or long term impact 
on the market price of the equity securities discussed. In some cases, the impact may directionally counter the analyst’s published 12 month 
target price and rating. Any such trading or alternative strategies can be based on differing time horizons, methodologies, or otherwise and are 
distinct from and do not affect the analysts' fundamental equity rating in the report.

Research coverage of licensed cannabis producers and other cannabis-related companies is made available only to eligible approved North 
American, Australian, and EU-based BMO Nesbitt Burns Inc., BMO Capital Markets Limited, Bank of Montreal Europe Plc and BMO Capital Markets 
Corp. clients via email, our website and select third party platforms.

~ Research distribution and approval times are provided on the cover of each report. Times are approximations as system and distribution 
processes are not exact and can vary based on the sender and recipients’ services. Unless otherwise noted, times are Eastern Standard and 
when two times are provided, the approval time precedes the distribution time.

For recommendations disseminated during the preceding 12-month period, please visit:  https://researchglobal0.bmocapitalmarkets.com/public-
disclosure/ .

General Disclaimer

"BMO Capital Markets" is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank 
N.A. (member FDIC), Bank of Montreal Europe p.l.c, and Bank of Montreal (China) Co. Ltd, the institutional broker dealer business of BMO 
Capital Markets Corp. (Member  FINRA  and  SIPC ) and the agency broker dealer business of Clearpool Execution Services, LLC (Member  FINRA  
and SIPC ) in the U.S., and the institutional broker dealer businesses of BMO Nesbitt Burns Inc. (Member Investment Industry Regulatory 
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are those of BMO Capital Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that 
are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or implied, in respect thereof, 
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, 
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laws or regulations. Its contents have not been reviewed by any regulatory authority. BMO Capital Markets does not represent that this report 
may be lawfully distributed or that any financial products may be lawfully offered or dealt with, in compliance with regulatory requirements in 
other jurisdictions, or pursuant to an exemption available thereunder.

To Australian residents: BMO Capital Markets Limited and Bank of Montreal are exempt from the requirement to hold an Australian financial 
services licence under the Corporations Act in respect of financial services they provide to wholesale investors (as defined in the Corporations 
Act). BMO Capital Markets Limited is regulated by the UK Financial Conduct Authority under UK laws, and Bank of Montreal in Hong Kong is 
regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission, which differ from Australia laws. This document is 
only intended for wholesale clients (as defined in the Corporations Act 2001), Eligible Counterparties or Professional Clients (as defined in Annex 
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II to MiFID II) and Professional Investors (as defined in the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) 
Rules under the Securities and Futures Ordinance of Hong Kong).

To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report to Canadian residents and accepts responsibility for the contents herein 
subject to the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should 
do so through BMO Nesbitt Burns Inc.

The following applies if this research was prepared in whole or in part by Colin Hamilton, Alexander Pearce or Raj Ray:
This research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets Limited and 
distributed by BMO Capital Markets Limited or Bank of Montreal Europe Plc and is subject to the regulations of the Financial Conduct Authority 
(FCA) in the United Kingdom and the Central Bank of Ireland (CBI) in Ireland. FCA and CBI regulations require that a firm providing research 
disclose its ownership interest in the issuer that is the subject of the research if it and its affiliates own 5% or more of the equity of the issuer. 
Canadian regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject of the research if it 
and its affiliates own 1% or more of the equity of the issuer that is the subject of the research. Therefore each of BMO Capital Markets Limited 
and Bank of Montreal Europe Plc will disclose its and its affiliates’ ownership interest in the subject issuer only if such ownership exceeds 5% 
of the equity of the issuer.

To E.U. Residents: In an E.U. Member State this document is issued and distributed by Bank of Montreal Europe plc which is authorised and 
regulated in Ireland and operates in the E.U. on a passported basis. This document is only intended for Eligible Counterparties or Professional 
Clients, as defined in Annex II to “Markets in Financial Instruments Directive” 2014/65/EU (“MiFID II”).

To U.S. Residents: BMO Capital Markets Corp. furnishes this report to U.S. residents and accepts responsibility for the contents herein, except to 
the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed herein should 
do so through BMO Capital Markets Corp.

To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial Conduct 
Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to retail clients.

To Hong Kong Residents: In Hong Kong, this report is published and distributed by Bank of Montreal. Bank of Montreal (incorporated in Canada 
with limited liability) is an authorized institution under the Banking Ordinance and a registered institution with the Securities and Futures 
Commission (CE No. AAK809) to carry on Type 1 (dealing in securities) and Type 4 (advising in securities) regulated activities under the Securities 
and Futures Ordinance (Cap 571 of the Laws of Hong Kong). This report has not been reviewed or approved by any regulatory authority in Hong 
Kong. Accordingly this report must not be issued, circulated or distributed in Hong Kong other than (a) to professional investors as defined in 
the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) Rules under the Securities and Futures Ordinance of 
Hong Kong, or (b) in circumstances which do not result in or constitute an offer to the public in Hong Kong.

To Korean Residents: This report has been provided to you without charge for your convenience only. All information contained in this report is 
factual information and does not reflect any opinion or judgement of BMO Capital Markets. The information contained in this report should not 
be construed as offer, marketing, solicitation or investment advice with respect to financial investment products in this report.

To Japan Residents: This report has not been reviewed by any regulatory authority in Japan. This report is provided for information purposes only 
and it should not be construed as an offer to sell, a solicitation to buy, or a recommendation for any security, or as an offer to provide investment 
management or advisory or other services in Japan. Securities may not be offered or sold in Japan by means of this report or any other document 
other than to Qualified Financial Institutions within the meaning of item (i) of Article 17-3 of the Government Ordinance to enforce the Financial 
Instruments and Exchange Act (Kinyu Shohin Torihiki Ho Sekou Rei). Unless specified otherwise, the securities that may be offered to you are 
not and will not be registered in Japan pursuant to the Financial Instruments and Exchange Acts.

To Taiwanese Residents: This report is not intended to constitute investment advice nor a public offer for any investment products to investors 
in Taiwan. This report should only be accessed by investors in Taiwan that are qualified to invest in investment products pursuant to relevant 
Taiwanese laws and regulations, and subject to sales restrictions as set forth in the relevant Taiwanese laws and regulations. BMO Capital 
Markets has not and will not secure the required licenses in Taiwan for the offer of securities and investment services. Any offer of securities 
has not been and will not be registered or filed with or approved by the Financial Commission of Taiwan and/or other regulatory authority 
pursuant to relevant securities laws and regulations of Taiwan, and may not be issued, offered or sold within Taiwan through a public offering 
or in circumstances which constitute an offer that requires a registration, filing or approval of the Financial Supervisory Commission of Taiwan 
and/or other regulatory authority in Taiwan under relevant securities laws and regulations of Taiwan. No person or entity in Taiwan has been 
authorized to offer or sell the securities in Taiwan.

To Singapore Residents: This report is intended for general circulation and does not and is not intended to constitute the provision of financial 
advisory services, whether directly or indirectly, to persons in Singapore. You should seek advice from a financial adviser regarding the suitability 
of the investment products, taking into account your specific investment objectives, financial situation or particular needs before you make a 
commitment to purchase the investment product. This report has not been registered as a prospectus with the Monetary Authority of Singapore. 
Accordingly, it should not be circulated or distributed, nor may the securities described herein be offered or sold, or be made the subject of 
an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (a) to an institutional investor or a 
relevant person as defined in and pursuant to and in accordance with the conditions of the relevant provisions of the Securities and Futures Act 
of Singapore or (b) otherwise pursuant to and in accordance with the conditions of, any other applicable provision of the SFA.
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To Israeli residents: BMO Capital Markets is not licensed under the Israeli Law for the Regulation of Investment Advice, Investment Marketing 
and Portfolio Management of 1995 (the "Advice Law") nor does it carry insurance as required thereunder. This document is to be distributed 
solely to persons that are qualified clients (as defined under the Advice Law) and qualified investors under the Israeli Securities Law of 1968. 
This document represents the analysis of the analyst but there is no assurance that any assumption or estimation will materialize.

These documents are provided to you on the express understanding that they must be held in complete confidence and not republished, 
retransmitted, distributed, disclosed, or otherwise made available, in whole or in part, directly or indirectly, in hard or soft copy, through any 
means, to any person, except with the prior written consent of BMO Capital Markets.

Click here  for data vendor disclosures when referenced within a BMO Capital Markets research document.

For assistance with accessible formats of online content, please contact  research@bmo.com .

The recommendation contained in this report was produced at May 11, 2023, 13:30 ET. and disseminated at May 11, 2023, 13:30 ET.
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CDN Strategy – S&P/TSX Targets 

S&P/TSX Price Target 

2023 Calendar Year End 22,500 

S&P/TSX EPS Target 

2023 Calendar Year End $1500 

Source: BMO Capital Markets Investment Strategy. 

CDN Strategy – Recommended S&P/TSX Sector 
Weightings 

Sector Opinion Tgt. Wgt. 

Communication Services OW 5.5% 

Consumer Discretionary MW 4.0% 

Consumer Staples UW 2.5% 

Energy MW 17.5% 

Financials OW 31.5% 

Health Care UW 0.0% 

Industrials MW 13.5% 

Information Technology MW 7.5% 

Materials OW 14.0% 

Real Estate MW 2.0% 

Utilities UW 2.0% 

Source: BMO Capital Markets Investment Strategy. 

OW: Overweight 
MW: Market Weight 
UW: Underweight 

May 10, 2023 

Canadian Strategy Snapshot 

Downgrading Consumer Staples to Underweight 

Bottom Line: 

We are downgrading the Canadian Consumer Staples sector to Underweight from Market Weight given the apparent peak in food 

inflation, moderating relative price performance trends, and the slowing earnings momentum exhibited over the last few months. 

In our 2023 Canadian Sector Positioning report we maintained our Canadian Consumer Staples sector at Market Weight despite 

downgrading US Consumer Staples to Underweight. Our primary rationale was the strong correlation of the Canadian Staples sector 

to food price inflation (which was in a clear and defined uptrend), not to mention the continued positive revision and earnings 

surprise cycle within the sector. However, our work shows that these trends have likely peaked and are beginning to roll over. As 

such we are downgrading the Canadian Consumer Staples sector to be more in line with the US and shifting the weight modestly to 

Information Technology and Consumer Discretionary. Yes, Consumer Staples is a classic defensive sector and could benefit if there is 

a flight to safety. However, we believe there are other ways to manage volatility in the current environment, especially by focusing 

on dividend growth and GARP.  

Overview: 

 Outperformance Streak Likely Peaked

 Consumer Staples’ outperformance streak versus the TSX and Consumer Discretionary appears to have peaked in recent 

months. Additionally, food inflationary pressures have now likely turned from tailwind to headwind.

 Expensive With Slowing Growth Trend

 Our valuation composite is now 1-standard deviation above its historical average and near record levels relative to the

S&P/TSX.

 Forward growth estimates are now trending lower, the breadth of positive revisions is declining from peak level seen

in late 2022, and the positive earnings surprise cycle has clearly ended.

Sector Weight Changes: 

Opinion 
New Weight 

Old Weight 
TSX Weight Stocks that Fit the 

Themes 
Consumer Staples UW 2.5% (-1.5%) 4.0% 4.3% ATD, SAP  

Consumer Discretionary MW 4.0% (+0.5%) 3.5% 
3.6% ATZ, CTC.A, DOL, LNR, 

MG, QSR 
Information Technology MW 7.5% (+1.0%) 6.5% 7.5% CSU, GIB.A, OTEX, SHOP  

148281_cec4d58f-09b9-4d49-a2d8-b2bc72d7fcc6.pdf

This report was prepared in part by an analyst(s) employed by a Canadian affiliate, BMO Nesbitt Burns Inc., and who is (are) not registered as a research 
analyst(s) under FINRA rules.
For disclosure statements, including the Analyst Certification, please refer to page(s) 5 to 8.
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Outperformance Streak Likely Peaked

Staples Outperformance Streak Versus the Broad TSX Appears to Have Peaked 

Source: BMO Capital Markets Investment Strategy Group, Factset, Compustat, IBES. 

Peak Food Inflation to Be a Key Tailwind in the Back Half of 2023 

Source: BMO Capital Markets Investment Strategy Group, Factset, Compustat, IBES. 

Staples Outperformance Streak Versus Discretionary Has Faded 

Source: BMO Capital Markets Investment Strategy Group, Factset, Compustat, IBES. 

In our 2023 Canadian Sector Positioning report we kept the Canadian Consumer Staples 

sector at Market Weight despite downgrading US Consumer Staples to Underweight. Our 

primary rationale was the strong correlation of the sector to food price inflation, which 

was on a clear uptrend, and the continued positive revision and earnings surprise cycle of 

Canadian staples. We are now downgrading the Canadian Consumer Staples sector to be 

more in line with the US given the clear peak in food inflation, moderating relative 

performance trend, and the slowing earnings momentum seen over the last few months.  

 Canadian Consumer Staples has outperformed the S&P/TSX and US Consumer Staples

over the last year and year to date. However, this outperformance trend has begun

to moderate and it is the second worst performing sector quarter to date.

 When we compare Consumer Staples to Consumer Discretionary, there has been a

much sharper deceleration in relative performance, with Consumer Staples now

posting similar performance to Consumer Discretionary over the last year.

 Yes, food inflation has been a key tailwind for the sector, and while it remains

elevated, it appears to have peaked and will likely be a key headwind in the back

half of 2023.

-40%

-20%

0%

20%

40%

60%

80%

100%

120%

140%

1
9

9
1

1
9

9
2

1
9

9
3

1
9

9
4

1
9

9
5

1
9

9
6

1
9

9
7

1
9

9
8

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

Relative Price %Chg- YOY Std Dev

Relative Price %Chg YOY: Consumer Staples

Ab s olute P rice Performance

QTD   YTD    1-Year
CONS   0.2% 7.7%  12.9%
TSX   2.4%  6.2%    4.5%

US CONS 1.6%   1.8%    0.3%

-6%

-4%

-2%

0%

2%

4%

6%

8%

10%

12%

-50%

-30%

-10%

10%

30%

50%

70%

90%

1
9

9
0

1
9

9
2

1
9

9
4

1
9

9
6

1
9

9
8

2
0

0
0

2
0

0
2

2
0

0
4

2
0

0
6

2
0

0
8

2
0

1
0

2
0

1
2

2
0

1
4

2
0

1
6

2
0

1
8

2
0

2
0

2
0

2
2
Consumer Staples vs S&P/TSX Relative Price Return 

vs Food Inflation

Relative Price (%y/y) Food Inflation (%y/y)

-60%

-40%

-20%

0%

20%

40%

60%

80%

1
9

9
0

1
9

9
1

1
9

9
2

1
9

9
3

1
9

9
4

1
9

9
5

1
9

9
6

1
9

9
7

1
9

9
8

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

2
0

2
3

Relative Price %Chg- YOY Std Dev

Relative Price %Chg YOY: Consumer Staples vs Consumer Discretionary

148281_cec4d58f-09b9-4d49-a2d8-b2bc72d7fcc6.pdf

Canadian Strategy | Page 2 May 10, 2023



 

Expensive With Slowing Growth Trend

Staples Relatively Expensive, Near Peak Valuation Composite Versus TSX 

Source: BMO Capital Markets Investment Strategy Group, Factset, Compustat, IBES. 

Revision and Earnings Surprise Momentum Has Clearly Slowed 

Source: BMO Capital Markets Investment Strategy Group, Factset, Compustat, IBES. 

Trailing Growth Remains Strong, but Forward Growth Expectation Are Slowing 

Source: BMO Capital Markets Investment Strategy Group, Factset, Compustat, IBES. 

Beyond just the slowing pricing power from moderating food inflation, our fundamental 

models suggest the sector is relatively expensive with slowing earnings momentum. In 

fact, our valuation composite, which is a z-score average of five key valuation metrics, is 

now 1 standard deviation above its historical average and near record levels relative to 

the S&P/TSX. Additionally, earnings growth momentum appears to have peaked. Forward 

growth estimates are now trending lower, the breadth of positive revisions is declining 

from peak level seen in late 2022, and the positive earnings surprise cycle has clearly 

ended. 

 Valuations remain near cycle highs despite the surge in earnings over the last year. In

fact, this sector is near record valuation levels versus the broad composite.

 While trailing earnings growth remains near cycle highs, forward growth expectations

have started to slow suggesting earnings momentum has likely peaked.

 The breadth of positive FY1 and FY2 revisions clearly peaked at the end of 2022 and

has now become a clear contrarian negative for the sector. Furthermore, earnings

surprises have slowed drastically over the last quarter.
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IMPORTANT DISCLOSURES

Analyst's Certification

We, Brian G. Belski and Ryan Bohren, hereby certify that the views expressed in this report accurately reflect our personal views about the 
subject securities or issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed in this report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and 
their affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in 
generating new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service 
to clients.

Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Limited are not registered as research analysts with FINRA. These 
analysts may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the FINRA Rule 2241 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosures

For Important Disclosures on the stocks discussed in this report, please go to  https://researchglobal0.bmocapitalmarkets.com/public-
disclosure/ .

Distribution of Ratings (May 09, 2023)
Rating category BMO rating BMOCM US

Universe*
BMOCM US IB

Clients**
BMOCM US IB

Clients***
BMOCM

Universe****
BMOCM IB

Clients*****
StarMine
Universe~

Buy Outperform 47.1 % 17.7 % 51.3 % 53.6 % 61.5 % 57.7%

Hold Market Perform 50.2 % 14.9 % 46.2 % 44.7 % 37.0 % 37.5%

Sell Underperform 2.7 % 15.4 % 2.6 % 1.6 % 1.0 % 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services 
as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking 
services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services 
as percentage of Investment Banking clients.
~ As of April 1, 2019.

Ratings Key (as of October 2016)

We use the following ratings system definitions:
OP = Outperform - Forecast to outperform the analyst’s coverage universe on a total return basis;
Mkt = Market Perform - Forecast to perform roughly in line with the analyst’s coverage universe on a total return basis;
Und = Underperform - Forecast to underperform the analyst’s coverage universe on a total return basis;
(S) = Speculative investment;
Spd = Suspended - Coverage and rating suspended until coverage is reinstated;
NR = No Rated - No rating at this time; and
R = Restricted - Dissemination of research is currently restricted.

The total return potential, target price and the associated time horizon is 12 months unless otherwise stated in each report. BMO Capital Markets' 
seven Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Cap, CDN Small Cap, US Large Cap, US Small Cap, 
Income, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Rating System

(April 2013 - October 2016)
http://researchglobal.bmocapitalmarkets.com/documents/2013/rating_key_2013_to_2016.pdf

(January 2010 - April 2013)
http://researchglobal.bmocapitalmarkets.com/documents/2013/
prior_rating_system.pdf
Other Important Disclosures
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For Important Disclosures on the stocks discussed in this report, please go to  https://researchglobal0.bmocapitalmarkets.com/public-
disclosure/or write to Editorial Department, BMO Capital Markets, 151 West 42nd St, 33rd Floor, New York, NY 10036 or Editorial Department, 
BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3.

Dissemination of Research

Dissemination of fundamental BMO Capital Markets Equity Research is available via our website  https://
researchglobal0.bmocapitalmarkets.com/ . Institutional clients may also simultaneously receive our fundamental research via email and/or via 
services such as Refinitiv, Bloomberg, FactSet, Visible Alpha, and S&P Capital IQ.

BMO Capital Markets issues a variety of research products in addition to fundamental research. Institutional clients may request notification 
when additional research content is made available on our website. BMO Capital Markets may use proprietary models in the preparation of 
reports. Material information about such models may be obtained by contacting the research analyst directly. There is no planned frequency 
of model updates.

The analyst(s) named in this report may discuss trading strategies that reference a catalyst or event that may have a near or long term impact 
on the market price of the equity securities discussed. In some cases, the impact may directionally counter the analyst’s published 12 month 
target price and rating. Any such trading or alternative strategies can be based on differing time horizons, methodologies, or otherwise and are 
distinct from and do not affect the analysts' fundamental equity rating in the report.

Research coverage of licensed cannabis producers and other cannabis-related companies is made available only to eligible approved North 
American, Australian, and EU-based BMO Nesbitt Burns Inc., BMO Capital Markets Limited, Bank of Montreal Europe Plc and BMO Capital Markets 
Corp. clients via email, our website and select third party platforms.

~ Research distribution and approval times are provided on the cover of each report. Times are approximations as system and distribution 
processes are not exact and can vary based on the sender and recipients’ services. Unless otherwise noted, times are Eastern Standard and 
when two times are provided, the approval time precedes the distribution time.

For recommendations disseminated during the preceding 12-month period, please visit:  https://researchglobal0.bmocapitalmarkets.com/public-
disclosure/ .

General Disclaimer

"BMO Capital Markets" is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank 
N.A. (member FDIC), Bank of Montreal Europe p.l.c, and Bank of Montreal (China) Co. Ltd, the institutional broker dealer business of BMO 
Capital Markets Corp. (Member  FINRA  and  SIPC ) and the agency broker dealer business of Clearpool Execution Services, LLC (Member  FINRA  
and SIPC ) in the U.S., and the institutional broker dealer businesses of BMO Nesbitt Burns Inc. (Member Investment Industry Regulatory 
Organization of Canada and Member Canadian Investor Protection Fund) in Canada and Asia, Bank of Montreal Europe p.l.c. (authorised and 
regulated by the Central Bank of Ireland) in Europe and BMO Capital Markets Limited (authorised and regulated by the Financial Conduct 
Authority) in the UK and Australia. Bank of Montreal or its subsidiaries ("BMO Financial Group") has lending arrangements with, or provide 
other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections contained in this report 
are those of BMO Capital Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to 
ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that 
are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or implied, in respect thereof, 
takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, 
or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this 
report. The information in this report is not intended to be used as the primary basis of investment decisions, and because of individual client 
objectives, should not be construed as advice designed to meet the particular investment needs of any investor. Nothing herein constitutes 
any investment, legal, tax or other advice nor is it to be relied on in any investment or decision. If you are in doubt about any of the contents 
of this document, the reader should obtain independent professional advice. This material is for information purposes only and is not an offer 
to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of 
issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long or short 
position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based thereon. The 
reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in 
evaluating whether or not to buy or sell securities of issuers discussed herein.

Additional Matters

This report is directed only at entities or persons in jurisdictions or countries where access to and use of the information is not contrary to local 
laws or regulations. Its contents have not been reviewed by any regulatory authority. BMO Capital Markets does not represent that this report 
may be lawfully distributed or that any financial products may be lawfully offered or dealt with, in compliance with regulatory requirements in 
other jurisdictions, or pursuant to an exemption available thereunder.

To Australian residents: BMO Capital Markets Limited and Bank of Montreal are exempt from the requirement to hold an Australian financial 
services licence under the Corporations Act in respect of financial services they provide to wholesale investors (as defined in the Corporations 
Act). BMO Capital Markets Limited is regulated by the UK Financial Conduct Authority under UK laws, and Bank of Montreal in Hong Kong is 
regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission, which differ from Australia laws. This document is 
only intended for wholesale clients (as defined in the Corporations Act 2001), Eligible Counterparties or Professional Clients (as defined in Annex 
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II to MiFID II) and Professional Investors (as defined in the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) 
Rules under the Securities and Futures Ordinance of Hong Kong).

To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report to Canadian residents and accepts responsibility for the contents herein 
subject to the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should 
do so through BMO Nesbitt Burns Inc.

The following applies if this research was prepared in whole or in part by Colin Hamilton, Alexander Pearce or Raj Ray:
This research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets Limited and 
distributed by BMO Capital Markets Limited or Bank of Montreal Europe Plc and is subject to the regulations of the Financial Conduct Authority 
(FCA) in the United Kingdom and the Central Bank of Ireland (CBI) in Ireland. FCA and CBI regulations require that a firm providing research 
disclose its ownership interest in the issuer that is the subject of the research if it and its affiliates own 5% or more of the equity of the issuer. 
Canadian regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject of the research if it 
and its affiliates own 1% or more of the equity of the issuer that is the subject of the research. Therefore each of BMO Capital Markets Limited 
and Bank of Montreal Europe Plc will disclose its and its affiliates’ ownership interest in the subject issuer only if such ownership exceeds 5% 
of the equity of the issuer.

To E.U. Residents: In an E.U. Member State this document is issued and distributed by Bank of Montreal Europe plc which is authorised and 
regulated in Ireland and operates in the E.U. on a passported basis. This document is only intended for Eligible Counterparties or Professional 
Clients, as defined in Annex II to “Markets in Financial Instruments Directive” 2014/65/EU (“MiFID II”).

To U.S. Residents: BMO Capital Markets Corp. furnishes this report to U.S. residents and accepts responsibility for the contents herein, except to 
the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed herein should 
do so through BMO Capital Markets Corp.

To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial Conduct 
Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional 
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as 
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to retail clients.

To Hong Kong Residents: In Hong Kong, this report is published and distributed by Bank of Montreal. Bank of Montreal (incorporated in Canada 
with limited liability) is an authorized institution under the Banking Ordinance and a registered institution with the Securities and Futures 
Commission (CE No. AAK809) to carry on Type 1 (dealing in securities) and Type 4 (advising in securities) regulated activities under the Securities 
and Futures Ordinance (Cap 571 of the Laws of Hong Kong). This report has not been reviewed or approved by any regulatory authority in Hong 
Kong. Accordingly this report must not be issued, circulated or distributed in Hong Kong other than (a) to professional investors as defined in 
the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) Rules under the Securities and Futures Ordinance of 
Hong Kong, or (b) in circumstances which do not result in or constitute an offer to the public in Hong Kong.

To Korean Residents: This report has been provided to you without charge for your convenience only. All information contained in this report is 
factual information and does not reflect any opinion or judgement of BMO Capital Markets. The information contained in this report should not 
be construed as offer, marketing, solicitation or investment advice with respect to financial investment products in this report.

To Japan Residents: This report has not been reviewed by any regulatory authority in Japan. This report is provided for information purposes only 
and it should not be construed as an offer to sell, a solicitation to buy, or a recommendation for any security, or as an offer to provide investment 
management or advisory or other services in Japan. Securities may not be offered or sold in Japan by means of this report or any other document 
other than to Qualified Financial Institutions within the meaning of item (i) of Article 17-3 of the Government Ordinance to enforce the Financial 
Instruments and Exchange Act (Kinyu Shohin Torihiki Ho Sekou Rei). Unless specified otherwise, the securities that may be offered to you are 
not and will not be registered in Japan pursuant to the Financial Instruments and Exchange Acts.

To Taiwanese Residents: This report is not intended to constitute investment advice nor a public offer for any investment products to investors 
in Taiwan. This report should only be accessed by investors in Taiwan that are qualified to invest in investment products pursuant to relevant 
Taiwanese laws and regulations, and subject to sales restrictions as set forth in the relevant Taiwanese laws and regulations. BMO Capital 
Markets has not and will not secure the required licenses in Taiwan for the offer of securities and investment services. Any offer of securities 
has not been and will not be registered or filed with or approved by the Financial Commission of Taiwan and/or other regulatory authority 
pursuant to relevant securities laws and regulations of Taiwan, and may not be issued, offered or sold within Taiwan through a public offering 
or in circumstances which constitute an offer that requires a registration, filing or approval of the Financial Supervisory Commission of Taiwan 
and/or other regulatory authority in Taiwan under relevant securities laws and regulations of Taiwan. No person or entity in Taiwan has been 
authorized to offer or sell the securities in Taiwan.

To Singapore Residents: This report is intended for general circulation and does not and is not intended to constitute the provision of financial 
advisory services, whether directly or indirectly, to persons in Singapore. You should seek advice from a financial adviser regarding the suitability 
of the investment products, taking into account your specific investment objectives, financial situation or particular needs before you make a 
commitment to purchase the investment product. This report has not been registered as a prospectus with the Monetary Authority of Singapore. 
Accordingly, it should not be circulated or distributed, nor may the securities described herein be offered or sold, or be made the subject of 
an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (a) to an institutional investor or a 
relevant person as defined in and pursuant to and in accordance with the conditions of the relevant provisions of the Securities and Futures Act 
of Singapore or (b) otherwise pursuant to and in accordance with the conditions of, any other applicable provision of the SFA.
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To Israeli residents: BMO Capital Markets is not licensed under the Israeli Law for the Regulation of Investment Advice, Investment Marketing 
and Portfolio Management of 1995 (the "Advice Law") nor does it carry insurance as required thereunder. This document is to be distributed 
solely to persons that are qualified clients (as defined under the Advice Law) and qualified investors under the Israeli Securities Law of 1968. 
This document represents the analysis of the analyst but there is no assurance that any assumption or estimation will materialize.

These documents are provided to you on the express understanding that they must be held in complete confidence and not republished, 
retransmitted, distributed, disclosed, or otherwise made available, in whole or in part, directly or indirectly, in hard or soft copy, through any 
means, to any person, except with the prior written consent of BMO Capital Markets.

Click here  for data vendor disclosures when referenced within a BMO Capital Markets research document.

For assistance with accessible formats of online content, please contact  research@bmo.com .

The recommendation contained in this report was produced at May 10, 2023, 15:47 ET. and disseminated at May 10, 2023, 15:47 ET.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and corporate 

banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and commercial banking 
clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A. (member FDIC), Bank of 
Montreal Europe p.l.c, and Bank of Montreal (China) Co. Ltd, the institutional broker dealer business of BMO Capital Markets Corp. (Member  FINRA  and  SIPC ) and the agency 
broker dealer business of Clearpool Execution Services, LLC (Member  FINRA  and  SIPC ) in the U.S., and the institutional broker dealer businesses of BMO Nesbitt Burns Inc. 

(Member Investment Industry Regulatory Organization of Canada and Member Canadian Investor Protection Fund) in Canada and Asia, Bank of Montreal Europe p.l.c. (authorised 
and regulated by the Central Bank of Ireland) in Europe and BMO Capital Markets Limited (authorised and regulated by the Financial Conduct Authority) in the UK and Australia.

“Nesbitt Burns” is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. “BMO Capital Markets” is a trademark 
of Bank of Montreal, used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2023 BMO CAPITAL MARKETS CORP.
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BMO Investment Strategy Group 

Brian G. Belski 
Chief Investment Strategist 
US, Canadian & Portfolio Strategy 
212.885.4151 
416.359.5761 

brian.belski@bmo.com 

Nick Roccanova, CFA 
Head of US Equity Strategy  
US & Portfolio Strategy 
212.885.4179 
nicholas.roccanova@bmo.com 

Ryan Bohren, CFA 
Head of Canadian Equity Strategy 
Canadian & Portfolio Strategy 
416.359.4993 
ryan.bohren@bmo.com 

Brian, Chief Investment Strategist and leader of the Investment Strategy Group, provides strategic investment and portfolio 

management advice to both institutional and private clients. Brian’s group produces several investment strategy publications on a 

regular basis, with particular focus on both the U.S. and Canadian equity markets. 

In his more than 30 years in the investment industry, Brian has held various senior strategy and research roles, including positions 

at Oppenheimer & Company, Merrill Lynch, and Piper Jaffray.  

Brian is frequently quoted in the financial press, including regular appearances on CNBC, Bloomberg, and BNN, and is renowned for 

his accuracy as a strategist. Brian holds a B.Sc. degree from St. Cloud State University and splits his time between the BMO offices in 

New York and Toronto. 

Nick is the Head of US Equity Strategy and is responsible for all facets of developing and providing research and analysis within the 

Investment Strategy Group. His analysis focuses on traditional macroeconomic and fundamental methods, but he has also 

developed expertise in econometric and quantitative modeling. 

In his more than 20 years in the investment industry, Nick has held various senior research roles, including positions at Merrill Lynch 

and Oppenheimer & Company. He has been a Senior Investment Strategist advising institutional and private clients since 2004. Nick 

holds B.S. and MBA degrees from St. John’s University and is a CFA charterholder. 

Ryan is the Canadian Investment Strategist, provides strategic and analytical support within the Investment Strategy Group, with a 

focus on Canadian equity markets.  

Ryan has over 15 years of investment industry experience, including various research roles at TD Securities, Connor Clark and Lunn 

Investment Management and Merrill Lynch. He is a CFA charterholder and has a master’s in financial economics from the University 

of Toronto.  
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Sooyun Hong 
Portfolio & Thematic Strategist  
US & Portfolio Strategy 
212.883.5117 
sooyun.hong@bmo.com 

Andrew Birstingl 

Senior US Investment Strategist 
US & Portfolio Strategy 
212.885.4172 
andrew.birstingl@bmo.com 

Sooyun is US & Portfolio Strategy Analyst and provides technical and financial analysis of individual securities and industry groups to 

support portfolio composition and positions. She also focuses on developing thematic research relevant to current events and 

strategic investment ideas pertaining to overall sector recommendations by the Investment Strategy Group.  

Prior to joining BMO, Sooyun spent over 13 years in investment banking at BNP Paribas and DVB Bank in New York. She started her 

career in equity research at KGI Securities. Sooyun has an MBA from NYU’s Stern School of Business and BA from Ewha Womans 

University in Seoul, Korea.  

Andrew is the US Investment Strategy Analyst and provides strategic and analytical support within the Investment Strategy Group, 

with a focus on US equity markets.  

Andrew has five years of experience working in the financial data industry at FactSet Research Systems, where he held various 

consulting and research roles. He holds a B.S. from Binghamton University. 

 

 

Dillon Suresh 
Investment Strategy Associate 
Canadian & Portfolio Strategy 
416.728.5108 
dillon.suresh@bmo.com 

Dillon is an Investment Strategy Associate and provides strategic and analytical support within the Investment Strategy 
Group, with a focus on Canadian equity markets.  

Dillon has two years of experience working in the investment consulting industry at Willis Towers Watson, where he 
advised institutional clients on portfolio construction and asset allocation. He holds a BBA  from the University of Toronto. 

Lexi Wang, CFA 
Quantitative Analyst 
US & Portfolio Strategy 
347.906.1015 
lexi.wang@bmo.com 

Lexi is a Quantitative Analyst and conducts in-depth research into quant equity strategies within the Investment Strategy 
Group. Her research focuses on factor investing and alpha generations. She has worked with various alternative data, 
including ESG scores, unstructured textual data and sentiment data, etc. 

Lexi has 6 years of experience in quantitative equity research. She previously worked at McKinley Capital Management. 
She is a CFA charter holder and has a master’s in quantitative and computational finance from Georgia Institute of 
Technology. 
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BMO U.S. Equity Plus Fund and BMO U.S. All Cap Equity Fund BMO Mutual 
  

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.  This communication is 

intended for informational purposes only.   FOR ADVISOR USE ONLY. 
 

 

 

May 2023 

 

Disclaimers: 
 
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. 
 
This communication is intended for information purposes only. This update has been prepared by BMO Capital Markets Corp., the portfolio 
manager of the BMO U.S. Equity Plus Fund and BMO U.S. All Cap Equity Fund and represents their assessment at the time of publication.  
 
The comments contained do not necessarily represent the views of BMO Investments Inc. The views are subject to change without notice as 
markets change over time. The information contained herein is not, and should not be construed as, investment 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. 
 
Commissions, trailing commissions (if applicable), management fees and expenses all may be associated with mutual fund investments.  Please 
read the fund facts or prospectus of the relevant mutual fund before investing. The indicated rates of return are the historical annual compounded 
total returns for the period indicated including changes in unit value and reinvestment of all distributions and does not take into account sales, 
redemption, distribution or optional charges or income taxes payable by any unitholder that would have reduced returns.  
 
Mutual funds are not guaranteed, their values change frequently, and past performance may not be repeated. Distributions are not guaranteed 
and are subject to change and/or elimination. 
 
For a summary of the risks of an investment in BMO Mutual Funds, please see the specific risks set out in the prospectus. 
 
BMO Mutual Funds are managed by BMO Investments Inc., which is an investment fund manager and a separate legal entity from Bank of 
Montreal. 
 
S&P®, S&P/TSX Capped Composite®, S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”) and “TSX” 
is a trademark of TSX Inc. These trademarks have been licensed for use by S&P Dow Jones Indices LLC and sublicensed to BMO Asset 
Management Inc. in connection with BMO U.S. Equity Plus Fund and BMO U.S. All Cap Equity Funds.  
 
®/™Registered trademarks/trademark of Bank of Montreal, used under licence. 
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