
BMO Mutual Funds

Benefits of Asset Allocation

Diversification through asset classes: By investing in only one asset class you may miss out on potential gains.
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 � International Equities  
MSCI EAFE Index

 �  U.S. Equities 
S&P 500 Total Return Index

 � Canadian Equities 
S&P/TSX Composite Index

 � Canadian Bonds 
FTSE TMX Canada Universe Bond Index

 � Cash 
FTSE TMX Canada 91 Day T-Bill Index

 � Global Bonds 
Citi World Government Bond

 � European Equities 
MSCI Europe Total Return Index

 � Emerging Market Equities 
MSCI Emerging Markets  
Total Return Index

 � Balanced Portfolio 
40% FTSE TMX Canada Universe 
Bond Index 
40% MSCI World Index 
20% S&P/TSX Composite Total 
Return Index

Source: Morningstar Direct. All returns in C$ and are calendar year returns to December 31, 2023.
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BMO Mutual Funds Benefits of Asset Allocation

Investing Strategy Ending Value Annual Return Standard Deviation

Chasing returns: Always invest in the prior year's top performing asset class $158,552 4.72% 13.05 

Contrarian view: Always invest in the prior year's worst performing asset class $209,309 7.67% 5.52 

Diversified: Invest in 60/40 Balanced Portfolio* (rebalanced annually) $201,345 7.25% 8.12 

A Balanced Portfolio provides more consistent returns with potentially less risk than constantly chasing the best/worst asset classes.  
Source: Morningstar Direct, in Canadian dollars, as at December 31, 2023 for a 10-year period *60/40 Balanced Portfolio consists of 40% FTSE Canada Universe Bond, 40% MSCI World C$, 20% S&P/TSX Composite TR.
The table illustrates the impact to an initial investment of C$ 100,000 from January 1, 2014 to December 31, 2023 in the three investing strategies. It is not intended to reflect future returns on investments in these strategies. It 
does not reflect transactions costs or the deduction of other fees and expenses.

Historically, it is difficult to predict next year’s top performing asset class.
• A key element in helping to achieve your financial goals is strategic asset allocation, which 

means establishing a mix of equities, fixed income and cash that is best suited to your risk 
tolerance1 and investment objectives, and holding this mix consistently.

• Take the guesswork out of trying to always pick the winners by diversifying your portfolio to 
capitalize on future changes in the market and the performance of each asset class.

The chart on page 1 illustrates that 
it is difficult for investors to predict 
the performance of a particular asset 
class from year-to-year. 

A strong tactical asset manager2 can 
help ensure that you have exposure 
to the best performing asset class in 
any given year.

!

1 Risk tolerance measures the degree of uncertainty that an investor can handle regarding fluctuations in the value of their portfolio. The amount of risk associated with any particular investment depends largely on your own 
personal circumstances including your time horizon, liquidity needs, portfolio size, income, investment knowledge and attitude toward price fluctuations. Investors should consult their financial advisor before making a decision 
as to whether this Fund is a suitable investment for them.

2 A manager that takes on an active management portfolio strategy that shifts the percentage of assets held in various categories to take advantage of market pricing anomalies or strong market sectors.

This communication is for information purposes. The information contained herein is not, and should not be construed as investment advice to any party. Particular investments and/or trading strategies should be 
evaluated relative to the individual’s investment objectives and professional advice should be obtained with respect to any circumstance. 
Index returns do not reflect transactions costs or the deduction of other fees and expenses and it is not possible to invest directly in an Index. Past performance is not indicative of future results.
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.  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.
®/™Registered trademarks/trademark of Bank of Montreal, used under licence.
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