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G7 Meetings Focus on China 

We saw in the G7 meetings focus on China, trying to be more collaborative as apposed to being more combative in recent 

years. We don’t view anything from the G7 meetings that will have an immediate impact on the market. We are still 

waiting to see what plays out. The G7 did announce a counter to China’s Belt and Road Initiative (a global infrastructure 

development strategy adopted by the Chinese government in 2013 to invest in nearly 70 countries and international 

organizations). However, we view this as more of a political influence than market influence. If the G7 is successful with 

some of these initiatives, it might reduce China’s overall long-term growth and political influence over the long term 

globally but, we don’t see any immediate impact to China’s equities. 

ZEM – BMO MSCI Emerging Markets  has approx. 36% exposure to China. China has started the year strong as far as returns 

are concerned and recently returns this year out of emerging markets has started to move sideways. China is the second 

largest global economy and their domestic economy has been growing over time. Exports 10 years ago were about 25% 

GDP and now China is at about 17% to 18% today. It has come down slowly over time as the domestic economy becomes 

more important to the growth of China’s overall economy. US is about 13% GDP exports. Canada, more reliant on exports is 

sitting at about 30%. If you view Emerging Markets to be successful, ZEM – BMO MSCI Emerging Markets could be a great 

option.  

International Monetary Fund projected global economic growth at 6% in 2021 and 4.4% in 2022. Emerging Markets are 

expected to be even higher at 6.7% growth in 2021 and 5% growth in 2022. China’s growth is expected to be 8.4% 2021 

and 5.6% in 2022. Furthermore, when looking at EM we can’t forget about India. India is expected to grow 12.5% in 2021 

and 6.9% in 2022. As global markets ramp up, we expect EM to be a great place to invest. 

Canada and ZWC – BMO Canadian High Dividend Covered Call 

We’ve seen strong growth coming out of Canada. The sectors that ZWC – BMO Canadian High Dividend Covered Call is 

exposed to have been big contributors (financials & energy). ZWC is tilted toward dividend paying companies, and dividend 

paying companies are doing very well. ZWC has 40% exposure to the financial sector in Canada. We’ve seen a rotation into 

financials and value investing. Dividend companies generally have a value tilt to them. Furthermore, the steepening of the 

yield curve has been successful for financials.  

Energy is also doing well. Oil is sitting at around 72 and 74. There are very strong fundamentals in the Energy sector right 

now. We see energy continue to do well over the foreseeable future. Moreover, there is zero exposure to IT in ZWC, which 

has been a tailwind for the portfolio. The distribution yield in ZWC is approx. 7% (through dividends and covered call option 

premium). ZWC produces a good, tax efficient income for investors that will continue for the foreseeable future.  

 

 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZEM#fundUrl=%2FfundProfile%2FZEM
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZWC#fundUrl=%2FfundProfile%2FZWC
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  ZLB Canadian Low Vol 

The factor rotation in November started to even out in the market overall. We have very low IT exposure to in ZLB – BMO 

Low Volatility Canada. IT is still providing returns but not as much as other sectors in Canada in 2021. ZLB has a 10% 

exposure to REITs. Analyst view REITs as being a strong sector going forward. What’s interesting is in 2020, ZLB didn’t really 

underperform the market if you strip out IT. Moreover, if IT was stripped out of the broad market ZLB would have 

outperformed. 

In 2021, ZLB has continued to pick up on a relative basis. We have 10 years of live data and about 27 years of back testing 

on ZLB. There are very few years where ZLB has underperformed the broad market. We’ve seen the growth companies 

start to moderate and value/dividend companies outperforming, which ZLB has been able to benefit from.  

US Small Cap Outpacing Mid and Large Cap 

Investors in the small cap space have benefited. ZSML – BMO S&P US Small Cap Index ETF and ZMID – BMO S&P US Mid Cap 

Index ETF have done well. However, ZSML was a big story of the reopening trade. You may ask yourself, when do we move 

up the CAP spectrum? The best answer is, when we get concerned about the future growth of the market or, when we see 

growth slow down and flatten out. We don’t think we are there yet.  

The expectation for GDP growth in the US for 2021 is 6.4%. The US overall, is in line with the overall growth in developed 

markets. We expect in 2022 US growth to be 3.5% vs 3.6% in developed markets. The 3.5% expected growth for 2022 in 

the US is still an above the avg trend pre COVID. We believe there is a lot of growth in small and mid cap going into 2022. 

We might only need to start to look at rotating into large cap around mid to late 2022.  

 

 

 

 

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

BMO ETF podcasts are also available on 

 

 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLB#fundUrl=%2FfundProfile%2FZLB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLB#fundUrl=%2FfundProfile%2FZLB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZSML.F#fundUrl=%2FfundProfile%2FZSML.F
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZMID.F#fundUrl=%2FfundProfile%2FZMID.F
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZMID.F#fundUrl=%2FfundProfile%2FZMID.F
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


 

 

 

 

 
 

 

 
 

 

 

 

 
 

 

 

 

 
 

 
 

 

 

 

 
 
 
Source: Bloomberg, All returns and data points June, 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. 


