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Recession bound? 

If we see the Fed continue to raise rates aggressively, we may see anther inversion in the yield curve. The last quarterly GDP 

print out of the U.S was a cautionary indicator. If supply chains continue bottleneck as we continue to raise rates, we don’t think 

that will be stimulative to the economy. Back in 2008 and 2020 the Fed was very willing to ease interest rates and implement 

QE. In the current environment (given that the primary concern is inflation) the Fed isn’t going to be able to do the same thing 

they did in 2008 and 2020 until inflation is under control. As long as there is inflation the Fed is going to remain hawkish. We 

think the best way to play the market is to concentrate on asset allocation and ride out these downturns. ZLU - BMO Low 

Volatility US Equity ETF, ZUQ - BMO MSCI USA High Quality Index ETF  ZST - BMO Ultra Short-Term Bond ETF, ZBI - BMO Canadian 

Bank Income Index ETF. 

Sell in May and Go Away? 

Selling your portfolio in May and buying it back in November can be a risky strategy. Timing the market is extremely hard to do 

and doesn’t always work out the way we think it does. September and October historically have seen some downturns in the 

market however, we have noticed that June and July have been very strong seasonally. Furthermore, historically April has been a 

strong month for the markets, but we have seen the market drop approximately 8% this year (in April).  

We do recommend that investors to stay invested and stick with their asset allocation however, if you really would like to take 

advantage of seasonal strategies we suggest only doing so with a portion of your portfolio. Consumer Staples tend to outperform 

months of May to November. Typically, STPL - BMO Global Consumer Staples Hedged to CAD Index ETF is seen as a defensive/ 

"risk off” strategy, on average. From November to May historically we’ve seen the Consumer Discretionary companies 

outperform DISC - BMO Global Consumer Discretionary Hedged to CAD Index ETF. For more on this topic please visit 

bmoetfs.ca/trade-ideas-podcasts. 

Markets Oversold 

CPI is one of the key indicators on whether the Fed becomes Hawkish or dovish. We need moderation in inflation for the equity 

markets to bottom out. Today, we did see inflation numbers print in the U.S. slightly lower than the peak but not as low as the 

market wanted. To mitigate risk we recommend using ZLU - BMO Low Volatility US Equity ETF which is up 3% compared to the 

S&P 500 at -13.5% (CAD).  

For FI we are looking at the number of rate hikes priced into the market. At the moment we are seeing 8 more rate hikes being 

priced in before the end of the year. With only 5 more meetings this year, that means we could see a few more 50bp rate hikes. 

From our point of view, we may see the BoC become less hawkish than the market is anticipating.  

Get Paid While You Wait 

Those who are expecting some continued choppiness and want to stay invested may want to take a look at BMO’s covered call 

suite of ETFs and get paid while you wait. ZWC - BMO Canadian High Dividend Covered Call ETF and ZWH - BMO US High Dividend 

Covered Call ETF have been outperforming the broad market and paying 6.3% and 6.1% distribution yield.  

 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLU#fundUrl=%2FfundProfile%2FZLU
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLU#fundUrl=%2FfundProfile%2FZLU
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZUQ#fundUrl=%2FfundProfile%2FZUQ
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZST#fundUrl=%2FfundProfile%2FZST
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/STPL#fundUrl=%2FfundProfile%2FSTPL
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/DISC#fundUrl=%2FfundProfile%2FDISC
https://www.bmoetfs.ca/trade-ideas-podcasts
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZLU#fundUrl=%2FfundProfile%2FZLU
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZWC#fundUrl=%2FfundProfile%2FZWC
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZWH#fundUrl=%2FfundProfile%2FZWH
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZWH#fundUrl=%2FfundProfile%2FZWH
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BMO ETF podcasts are also available on 

 

 

 

 

 
Source: Bloomberg, All returns and data points May, 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://open.spotify.com/show/0r82489eCvVh1AyWPFQs43?si=syLQWRJrQAW3mjW5yabsEg
https://play.google.com/music/listen?u=0#/ps/Iuw4bvfln52t5vyvcea5phdnlmq
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