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Outlook on Gold 

We have seen some price consolidation in the past few weeks for gold, yet we are still seeing inflows into equities and bullion, so investors remain 

interested in the space as the economic conditions- stimulus, money printing and inflation- are all tailwinds for gold.  There is still a lot of stimulus that 

is required to get through this pandemic and both political parties are committed to this, so an election result will have less impact on performance 

here. Warren Buffet just bought a $500 million stake in Barrick Gold, an investor who has never forayed into the gold sector before. He understands this 

is a perfect backdrop for gold. In terms of the miners vs bullion, miners give you leverage to the gold price. As the gold price increases, it translates to 

substantial profits for these companies, and consensus estimates are that gold will go higher than $2000/oz. We are still very constructive on the BMO 

Equal Weight Global Gold Index ETF (ticker: ZGD). 
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Canadian Banks 

The Canadian banks are reporting earnings this week and so far, we have seen earnings from 4 of the 6 big banks. BMO, National Bank and RBC were all 

strong and surprised to the upside, driven by capital markets and investment banking revenues, and lower loan loss provisions. Scotia Bank was weaker 

due to its international business which encountered some setbacks in the quarter. We still have conviction for Canadian banks and see continued upside 

as they remain well capitalized and are still around 20% off pre-pandemic levels. As of yesterday, the average yield on the Big 6 Banks is 5% which is 

still attractive. To get exposure to the Canadian bank sector investors can look to the BMO Equal Weight Banks Index ETF (ticker: ZEB) or the BMO 

Covered Call Canadian Banks ETF (ticker: ZWB). 

 

US Banks 

US Banks are riskier lenders, more sensitive to interest rates, and took larger PCLs than expected, compared to Canadian banks. However, the same 

fundamentals which drive Canadian banks also apply to US Banks. Canadian banks have around 30% exposure to the US. And interestingly, the 

correlation between Canadian and US banks is around .8 today which is much higher than 10 years ago which was .6. US banks won’t report earnings 

until October, so we will have to wait until then to get more insight on their current fundamentals. US banks are more volatile than Canadian banks, but 

we still think this is an interesting trade which presents a lot of value and growth opportunity. US banks are yielding 3.8% currently which is high for the 

sector. This would be a good mid to long-term play and would make a good satellite position. To get exposure to the US banks sector investors can look 

to the BMO Equal Weight US Banks Index ETF (unhedged ticker: ZBK, hedged ticker: ZUB) or the BMO Covered Call US Banks ETF (ticker: ZWK). 

 

Defensive Growth for US Equities 

There is a lot of noise surrounding US politics and policy as we head into the US election this fall. But investors should not rely on campaign promises 

becoming reality or make investment bets based on speculation on what may happen post-election. We think the election will cause some near-term 

market volatility and so we still believe defensive growth makes a lot of sense for US equities. If you’re more concerned with downside protection Low 

Vol is a good approach, so look to the BMO US Low Volatility ETF (ticker: ZLU). If you want more exposure to growth-oriented companies in the US the 

BMO MSCI USA High Quality Index ETF (unhedged ticker: ZUQ, hedged ticker: ZUQ.F, USD units ticker: ZUQ.U) is a good way to add quality 

companies to your portfolio using a strategy that has really excelled over the past 6 months. We think investors should remain focused on the long 

term, where quality and low vol still make a lot of sense, and which offers market growth without taking on too much undue risk in a single stock or 

sector. 



 

 

 
 
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. 

USD ETFs 

USD ETFs, which have the “.U” extension on a BMO ETF ticker, are great solutions for investors looking to stay invested in US dollars within a 

US dollar account. These are Canadian listings which trade in USD, there is no hedging, they never touch a Canadian dollar. USD ETFs come 

with considerable tax benefits. Because they are Canadian domiciled vehicles, they are considered Canadian property and not foreign 

property, so this helps with tax filing. For Canadian investors, keeping all investments as Canadian property will alleviate US Estate Tax 

concerns. Investors can also use them to match cash flows if they have USD expenses, without worrying about currency conversions or FX 

rates. Just this week, BMO has introduced its USD ETF Portfolios which will hold the underlying “.U “BMO ETFs and leverage the 5 Lenses 

Asset Allocation strategy of our Multi-Asset Team. The USD ETF Portfolios will have all the same benefits of the .U ETFs and the successful 

ETF Portfolios. These are also considered Canadian domiciled vehicles and can alleviate tax reporting headaches. We believe these are a 

great tool for advisors who are looking to put USD to work. 

 


