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Omicron Variant 

The market was showing some signs of bouncing back today. We had a market shock on Friday once the news of the 

COVID-19 Omicron variant started. The market is at a fragile inflection point dealing with tapering and potential rate hikes 

in 2022. We think sticking to your asset allocation is key when looking at your portfolio. We believe quality and dividend 

stocks are a good place to be allocating your portfolio. Quality is overweight in technology however, the tech companies 

that are cash generative such as Apple Google and Facebook (they get their money up front) are the tech companies that 

should do well in any type of environment since they have strong balance sheets, high return on equity and stable 

earnings. To get access to our latest dividend trade ideas please visit Getting Exposure to Increasing Dividends in Canada. 

For more on dividend and quality factors please visit BMO Dividend ETFs Methodology, and BMO Quality ETF Methodology 

US Health Care and Genomics 

Health care is a sector that has benefited from the Omicron news. Moderna is up significantly and is more of a pure play on 

the mRNA vaccines given that they’re less diverse with their product line compared to a company like Pfizer. It is still 

unknown weather the current vaccines provide any protection against the new strains. The typical incubation period for the 

virus is about 2 weeks so we may not know how effective the current vaccines are going to be.  

When looking at the short-term, medium-term and long term we believe the Health Care sector presents great 

opportunities. In short the Health Care sector is going to do well on the short term due to COVID/COVID variants, on the 

medium term due to the infrastructure bill recently passed (Medicaid is going to be expanded over the new infrastructure 

bill) and over the long term with the aging demographic. A great way to get access to health care is by using ZUH - BMO 

Equal Weight US Health Care Hedged to CAD Index ETF 

Furthermore, within the Health Care space, ZGEN - BMO MSCI Genomic Innovation Index ETF is an innovation ETF that 

presents a lot of opportunity over the next 5 to 10 years. A lot of the smaller companies in this ETF have increased 

dramatically.  

For more on innovation ETFs please visit Disruptive Innovation Whitepaper  

Positioning around Banks 

Office of the Superintendent of Financial Institutions (OSFI) relaxed their pandemic restriction on buy backs and dividend 

increases. Three Banks reported in the last few days and they have all increased their dividends an avg of 15%. Scotia beat 

expectations and has seen a resurgence in their international businesses. Royal Bank and National Bank had “in line” type 

of performance numbers and we think that analysts have finally caught up to where the stocks are currently. We have 

seen the provisions for bad loans come in smaller than expected, credit risk seems to be contained and trading revenue 

has come down while wealth management has grown strong. Three more Canadian big banks are still to report, and we 

expect more good news. 

https://www.bmoetfs.ca/en/trade-tips/getting-exposure-to-increasing-dividends-in-canada/
https://bmogamhub.com/system/files/bmodividendetfwhitepaper_eng.pdf?file=1&type=node&id=103517
https://www.bmoetfs.ca/uploads/bmoqualityetfwhitepaper_eng-2.pdf
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZUH#fundUrl=%2FfundProfile%2FZUH
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZUH#fundUrl=%2FfundProfile%2FZUH
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZGEN#fundUrl=%2FfundProfile%2FZGEN
https://www.bmogamhub.com/system/files/disruptive_innovations_etfs.pdf?file=1&type=node&id=104189
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To get access to Canadian Banks please see ZWB - BMO Covered Call Canadian Banks ETF, and ZEB - BMO Equal Weight 

Banks Index ETF 
 

Consumer Discretionary Sector 

Consumer Discretionary has been getting a lot of tailwinds and have been benefiting from Black Friday and Cyber Monday. 

Companies like Amazon, Walmart and Target specifically have been doing well. Using an ETF such as DISC - BMO Global 

Consumer Discretionary Hedged to CAD Index ETF is a good way to play the economic trends. Consumer confidence has 

translated over to consumer spending which has been benefiting the Consumer Discretionary Sector. In Canada there is 

only 3.4% exposure to consumer discretionary (in the TSX) and using DISC can be a great way to add some of the best 

consumer discretionary companies in the world to your portfolio. 

Short-Term Parking 

Cash is a very useful asset class in a portfolio. Many investors will use cash as a parking spot before they decide to move 

into an investment. We just launched ZMMK - BMO Money Market Fund ETF Series today which holds cash and cash like 

instruments. For those looking at tax loss harvesting ZMMK can be used as a great tool because you can sell securities 

trading at a loss and apply the losses to capital gains in your portfolio without forcing it into a stock right away. A cash like 

instrument can provide investors with an alternative to short term bonds or stocks while they decide on where they need 

to invest their money.  

Volatility  

With an elevation in volatility we view a covered call strategy to be a great way to generate income. By applying a 

Covered Call Overlay on top of our dividend paying ETFs it will enhance the monthly distributions. There is uncertainty in 

the market right now around the Omicron variant and playing the market with covered call strategies or quality companies 

is a great way to navigate this type of market. Covered call ETFs are also a great way to save time instead of writing them 

on your own.  

For a great way to navigate volatility we recommend using ZPAY - BMO Premium Yield ETF.

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZWB#fundUrl=%2FfundProfile%2FZWB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEB#fundUrl=%2FfundProfile%2FZEB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEB#fundUrl=%2FfundProfile%2FZEB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/DISC#fundUrl=%2FfundProfile%2FDISC
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/DISC#fundUrl=%2FfundProfile%2FDISC
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZMMK#fundUrl=%2FfundProfile%2FZMMK
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


 

 

 

 

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

BMO ETF podcasts are also available on 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, All returns and data points July, 2021. 

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.bmoetfs.ca/en/#current-podcasts
https://open.spotify.com/show/0r82489eCvVh1AyWPFQs43?si=syLQWRJrQAW3mjW5yabsEg
https://play.google.com/music/listen?u=0#/ps/Iuw4bvfln52t5vyvcea5phdnlmq

