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US Banks and Canadian Banks 

Yields in the US bottomed out at the end of July and the yield curve has started to steepen. A steep yield curve is a positive 

for US Banks in terms of their business (borrowing short term and lending long term). Having a steeper yield curve allows 

the US banks to increase their margins. Furthermore, a steep yield curve indicates strong growth into the future of the 

economy. Additionally, capital return program purchases in the US have been given the go ahead to resume practices 

(dividend increases, stock buy backs). It has been a great environment for the US banks to outperform. 

Historically, Canadian banks pay out higher dividends and are less volatile than US Banks. Regulators in Canada haven’t 

removed restrictions to allow Canadian banks to increase dividends and stock buy backs thus Canadian banks haven’t had 

the same tailwind as US Banks but still remain great performers for Canada. 

To get access to US and Canadian Banks please see ZBK - BMO Equal Weight US Banks Index ETF and ZEB - BMO Equal 

Weight Banks Index ETF. 

Energy 

Demand for energy has increased in the last few months. The International Energy Agency increased oil demand 

expectations for the fourth quarter. Natural gas demand in Europe has surged over the last couple of weeks due to the 

colder weather. Natural gas hit an all time high at 5.84/Billion BTU. Oil WTI reached $75, and Brent crude broke through 

$80 yesterday. ZEO - BMO Equal Weight Oil & Gas Index ETF is up 11.3% YTD and the TSX is down approximately 1.7% YTD. 

If you are bullish about Energy, Canadian Energy could be of benefit to your portfolio as Canadian producers give you 

exposure to oil and natural gas. ZEO will give you exposure to the entire energy sector and allows you to be diversified 

across many names and avoid diversification risk. 

Fixed Income  

We are seeing some repricing in the bond market. The Fed has been hinting at tapering over the summer. The market 

needed to digest the news the Fed provided last week. We’ve maintained the call to overweight equities and to consider 

some repositioning on the fixed income side. Funding costs have gone up and companies want to borrow now before it 

goes any further. ZAG - BMO Aggregate Bond Index ETF will give you low cost, breadth and liquidity. We recommend 

complimenting your fixed income portfolio with ZPR - BMO Laddered Preferred Share Index ETF to protect you against rising 

interest rates and ZTIP - BMO Short-Term US TIPS Index ETF to protect you against inflation.   

Covered Call Tech 

We have seen significant advancements in new age technology as the world has shifted to be more digital and we have 

seen the FAANG (Facebook, Apple, Alphabet, Netflix and Google) stocks greatly influence consumers and our economy. 

Advisors have been looking to generate income off of the equity side of their portfolio and they can now do that with ZWT 

- BMO Covered Call Technology ETF. 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZBK#fundUrl=%2FfundProfile%2FZBK
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/ZEO#fundUrl=%2FfundProfile%2FZEO
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZAG#fundUrl=%2FfundProfile%2FZAG
https://www.bmo.com/gam/ca/advisor/products/etfs#--tabs-1632949255255-
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZTIP#fundUrl=%2FfundProfile%2FZTIP
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZWT#fundUrl=%2FfundProfile%2FZWT
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZWT#fundUrl=%2FfundProfile%2FZWT
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ZWT provides exposure to new age technology companies, benefiting from the growth of the technology industry while 

also providing sustainable income through covered call writing. 

The ZWT portfolio is about three quarters tech and one third in broader tech (Consumer Discretionary and Communication 

Services). For ZWT’s methodology, we look at the largest North American technology and technology related companies 

based on market cap ~ 30 stocks. We have a security cap of 7.5% and write out of the money call options on 

approximately 50% of the portfolio. We will write further out of the money to generate greater upside potential compared 

to our other Covered Call ETFs.  

*To learn more about BMO ETFs, please contact your ETF Specialist. 

 

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

BMO ETF podcasts are also available on 

 

https://bmogamhub.com/system/files/bmo_etfs_monthly_derivatives_mar2020.pdf?file=1&type=node&id=97759
https://www.bmoetfs.ca/en/specialist/
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 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. 

 

 

 

 

 

 

 

 

 

 

 


