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Renewed focus on ESG investing 

Our ESGG - BMO MSCI Global ESG Leaders Index ETF exposure to Russia is zero and the overall screening process for ESGG 

has been great. Overall, ESG mandates are expected to underperform when energy is doing well and to no surprise, ESG 

performance was detracted due to underexposure in energy and oil companies. There is no blanket approach to the 

screening process to our ESG ETFs. Given where oil prices are most of the energy companies that get screened out likely 

have a higher beta to oil prices.    

The outlook for ESGG is positive and it’s a good one ticket solution for investors to get equity exposure. ESG compliance will 

become more relevant in the upcoming years and governments are going to be more punitive to companies who aren’t 

ESG friendly going forward.  

Interest Rates Pushing Higher 

Interest rates have been making significant moves over the last few months. We are going to see higher interest rates in 

the coming weeks and a 50bps rate hike is looking more and more likely. Furthermore, the market has started shifting its 

focus away from the Russia and Ukraine war to inflation and central bank tightening. There’s a clear indication that the 

central banks are well behind the curve at this time, and it paves the way for them to be more aggressive going forward. 

Moreover, economies are starting to learn to live with COVID and there is less disruptions in the economy which should lift 

interest rates higher. Buying long term bonds can make sense from a “total portfolio” point of view however, we think ZBI 

- BMO Canadian Bank Income Index ETF is a perfect solution for today’s climate. ZBI not only addresses, yield and rate 

protection but it invests exclusively in arguably the highest quality corporate sector (Canadian banks). 

Covered Calls in Canada 

Canadian equities are more value oriented, and the rotation from growth to value has favoured our Canadian dividend 

factor ETFs. YTD our ZWC - BMO Canadian High Dividend Covered Call ETF has outperformed the broad market by about 4%. 

Our covered call ETFs focus on dividend companies, and with the recent market volatility we can generate a higher option 

premium. Furthermore, in higher inflation regimes the value and dividend factors outperform, and we believe current 

outperformance in the dividend factor will continue into next year. BMO Covered Call ETFs Methodology.   

Premium Yield 

ZPAY - BMO Premium Yield ETF uses option strategies (put-write and covered calls) combined with some long stock 

exposure to provide an enhanced income product that has less volatility, more diversification, higher yield, and partial 

market exposure. In ZPAY, equities are currently at 40%. OTM put options are written on quality U.S. stocks with a 1–2 

months expiration. If the stock declines the option is exercised at an attractive, lower cost entry point. If a call option is 

exercised, the portfolio is “covered” meaning it owns the stock and will deliver it to the counter-party. If the put option is 

exercised, the fund holds sufficient cash to cover this position. ZPAY has proven to be a great alternative ETF that provides 

a smooth ride through volatile markets. 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ESGG#fundUrl=%2FfundProfile%2FESGG
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZBI#fundUrl=%2FfundProfile%2FZBI
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZBI#fundUrl=%2FfundProfile%2FZBI
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZWC#fundUrl=%2FfundProfile%2FZWC
https://bmogamhub.com/system/files/covered_call_option_strategy_eng.pdf?file=1&type=node&id=96410
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZPAY#fundUrl=%2FfundProfile%2FZPAY
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Oil 

 
There’s still upside potential for ZEO - BMO Equal Weight Oil & Gas Index ETF even though we saw oil prices pull back…… for 

more on this topic please listen to our podcast at bmoetfs.ca 
 

Upcoming Event 

Actionable Insights: ETF Ideas to Smooth Out the Market Ride with Chris Heakes and Rene Dinter 

THIS 15-20 MINUTE SESSION WILL BE AVAILABLE TO STREAM FOR 3 MONTHS STARTING MARCH 31ST, 2022 

Investors have experienced unparalleled levels of volatility and uncertainty in recent times. From the pandemic, to rising inflation, 

rate hikes, and geopolitical tensions, advisors are looking for new ways to mitigate investment risk and manage financial 

expectations. 

Register Now 

 

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

BMO ETF podcasts are also available on 

 

 

 
Source: Bloomberg, All returns and data points April, 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 trade-marks/trade-mark of Bank of Montreal, used under licence. 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEO#fundUrl=%2FfundProfile%2FZEO
https://www.bmoetfs.ca/en/#current-podcasts
https://bmoetfsforum.com/etf-ideas-to-smooth-out-the-market-ride/
https://www.bmoetfs.ca/en/#current-podcasts
https://open.spotify.com/show/0r82489eCvVh1AyWPFQs43?si=syLQWRJrQAW3mjW5yabsEg
https://play.google.com/music/listen?u=0#/ps/Iuw4bvfln52t5vyvcea5phdnlmq
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