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ESG ETFs 

ESG has become more topical in the last few years, and most recently the Biden administration has really pushed ESG to the forefront. The administration 

has already set several “green” goals which is a catalyst for ESG investing. Social values also highlighted under the new administration. Performance 

between ESG and in ESG mandates has been equal for the most part of late. However, we are seeing the largest performance differential in Canadian 

equities. The BMO MSCI Canada ESG Leaders ETF (ticker: ESGA) has outperformed the S&P/TSX Composite Index since January, where most of its 

performance is coming from the Energy sector, as ESGA focuses on energy names more affiliated with renewable energy, and renewables really rallied in 

the fall. ESGA screens out smaller Energy companies those which are more exposed to conventional oil and gas. 

 

Covered Call ETFs- Our Picks this Week 

The S&P 500 is at an all-time high. The VIX is at 21, which is double pre-covid levels. This demonstrates that there is still a lot of investor concern and fear 

regarding markets. This presents a good opportunity for an options seller. In covered call funds, we can monetize the volatility and remain pretty far out 

of the money relative to pre-covid levels, which gives investors more room to participate in growth. So, this backdrop is good for equities and good for 

covered calls. BMO’s High Dividend covered call suite is positioned well in this environment. Depending on the region you want to play there are 4 

options (ZWC (Canada), ZWH (U.S.), ZWE (Europe), and ZWG (global)). Dividends have underperformed this year, but in the recent recovery trade, 

you’ve seen dividends start to outperform. The outlook for dividends has turned positive over the next 12 months and with a covered call strategy you 

can monetize the volatility and increase your income with the covered call overlay. 

 

Low Vol 

The past 8 months have not been conducive to low vol strategies. The market has had an incredible rally, and the low vol nature of these strategies 

cannot keep up in these types of rallies. The BMO Low Volatility Canadian Equity ETF (ticker: ZLB) has been keeping up with the market over the last 

few months but is down about 2% YTD. Shopify has had the largest impact on ZLB this year (ZLB doesn’t hold this stock). Shopify alone has added a 4% 

boost to the S&P/TSX Composite Index this year. The underweight of energy has contributed to ZLB’ performance this year. In the U.S., the rally has been 

driven mostly by Tech stocks and The BMO Low Volatility U.S. Equity ETF (ticker: ZLU) doesn’t own any of these companies, so this has been a 

headwind. Investors need to think about- what are their goals? If its to lower the risk profile while participating in growth, then the quality and low vol 

mix is still a good strategy. Low Vol has a very good history of defending equities in times of market stress. 



 

 

 

Inflation 

Inflationary assets are gaining popularity this year as inflation concerns flare up. The Fed changed its inflationary policy in 

the summer and is now less focused on short term inflation. When you look back at 1970s, ignoring short term inflation 

became a problem. Massive central bank balance sheets are expanding. Suppliers will go out of business and a survivorship 

bias means that remaining suppliers could push their prices up. The velocity of money (the rate at which money changes 

hands) has accelerated in Q3 which sets up for inflation. Gold is up 20% on the year even though it has recently pulled 

back. Gold stocks are a good way to play inflation, but they have been facing headwinds recently with less macro risk in the 

market and the vaccine news. The BMO Equal Weight Global Gold ETF (ticker: ZGD) offers exposure to a basket of gold 

equities. The BMO Real Return Bond ETF (ticker: ZRR) is a good way to hedge against inflation. This ETF has a longer 

duration, so is a good substitute for long federal, and is a good hedge for equity market risk as well.  

  

 
 
 
 
Source: All returns December, 2020. 
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. 
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