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Infrastructure Bill Passes
This is one of the largest US infrastructure bills to pass in history. Some of the allocations are; 110 billion to roads and
bridges, 39 billion to modernize public transit, 66 billion to passenger rail, 65 billion to broadband and internet, 108 billion
to the electric grid, 25 billion in air transit and so on. Sectors such as materials, industrials and transportation are going to
benefit and is expected to continue its bull run. Our ZIN - BMO Equal Weight Industrials Index ETF should benefit directly
from this new deal. Overall, this new infrastructure bill should be a benefit to the broad market ZSP - BMO S&P 500 Index
ETF.
China and US Relations
Recently China and the US had a video conference call that seemed to be productive. The Chinese economy is very
intertwined with the world economy and we believe it is of best interest for the US to come to the table and figure out
some diplomatic solutions with China around trade. It has been good to see some progress with these 2 countries and
there certainly is room for negotiation between them. Emerging Markets are about 15% of the MSCI ACWI index and China
is about 40% of that and is continuing to grow. Within China there has been a rise in the middle class and there appears to
have a lot of growth opportunity. Consumer and Technology sectors in China continues to grow strong. EM had pulled back
in the last year and there is still a great entry point available to us right now. ZEM - BMO MSCI Emerging Markets Index ETF
is a consistent outperformer within the emerging markets category.
We recently announced an index change for our ZCH - BMO China Equity Index ETF from the S&P/BNY Mellon China Select
ADR Index to the MSCI China ESG Leaders Index. The holdings within ZCH will be increasing from 58 constituents to 178
constituents. We view this change as a positive. The Chinese local market has matured as the Index represents over 2.5
trillion (USD) in market cap, from 1.1 trillion (USD) 5 years ago.
Inflation and Rising Yields
YTD, we have seen some underperformance in EM debt. We are a little concerned about volatility going into 2022.
Inflation is starting to plague these EM economies and supply chain issues and labour shortages are limiting output. Lower
expectations on global growth can be concerning for EM bonds in the near term. Evergrande (and some of the real estate
issues they’ve been having) are threatening the entire Chinese economy. Spreads remain around historical norms
however, there has been some widening as of late.
There seems to be more downside around yield for EM at the moment than upside. If you are looking for yield in your
portfolio, we would want to look at ZHY - BMO High Yield US Corporate Bond Hedged to CAD Index ETF which has a 4%
yield and a duration of approximately 4 years. ZFH - BMO Floating Rate High Yield ETF could also be a way to enhance
yield within your portfolio and avoid interest rate risk. We see fewer headwinds within high yield and most high yield
issuers are well funded for the next 2 years. In a rising rate environment High Yield is less correlated, more resilient and
less sensitive to rising interest rates because of the additional credit spreads from these lower rated issuers.
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Value Factor
The value reopening trade started mid 2020 and really took off. In the US there has been a slowdown however, value is
still keeping up with the broad index. In Canada value has continued to grow strong and has remained the case. Overall,
the economic reopening is still happening, and we are still yet to see the full impact. Value stocks should have strong
earnings relative to their price and should continue to get stronger as long as the economic reopening remains strong.
Shopping centers in the US are above pre-COVID levels and retail REITs are rallying. The fact that we are in a rising rate
environment should play well for Value as well. Value stocks will have a lot of current cashflows coming in and rising rates
will have less of an impact on value companies. The value factor should outperform as yields increase.
For value solutions please see ZVC - BMO MSCI Canada Value Index ETF and ZVU - BMO MSCI USA Value Index ETF.
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