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Putting Cash to Work in 2021 

The market is off to a smooth and stable start to 2021, despite the political instability in the US. We have confirmation that there will be a 

“blue wave”; the Democrats will control the Senate and the House which means the Democrats are in a good position to push their 

platform forward. The key focus is stimulus, which is a big theme going forward, and Biden is focused on passing a large stimulus bill 

which is a tail wind for the market. We still have conviction in quality investing and see defensive growth as a top equity trade idea in 

2021. The quality factor provided approximately 4% alpha in 2021. Dividend returns lagged in 2020, but in 2021, this is could be a good 

trade idea to play the reopening economy. The potential for dividends to outperform this year is good. The BMO Global High Dividend 

Covered Call ETF (ZWG), which uses a covered call overlay on top of a high dividend strategy, provides exposure to large cap, blue chip, 

global high dividend companies and has a very attractive 6.5% sustainable yield. 

 

Growth in 2021 

The global sector IT returned about 45% last year and 45% in 2019, so it has driven global growth over the past 2 years. IT is a clear 

theme that will play out for many years: there is still a lot of runway for this sector. Small caps, such as the BMO S&P Small Cap Index 

ETF (ZSML) have a better growth profile than large caps. Small caps took a run in November with the vaccine news and could continue to 

benefit from the reopening trade, so we see a lot of upside here. Emerging Markets, such as the BMO MSCI Emerging Markets Index ETF 

(ZEM) are a good long-term growth story, with the rise of middle class and the rise of the consumer. U.S. Banks had tremendous strength 

to close out 2020 (up 30% in the last few months). In terms of fixed income, we are seeing a steepening yield curve, and central banks 

are keeping short term rates lower. We believe aggregate exposure is still prudent, such as the BMO Aggregate Bond Index ETF (ZAG). 

 

Currency 

Currency had a volatile year. CAD has been rallying since it bottomed in March, so for Canadian investors who were buying U.S. equities 

on the dip, their decision to hedge or not would have had a large impact on year end returns. We believe some USD exposure is always 

good because it offers diversification and stability (as markets drop, USD strengthens because it acts as a safe haven currency). However 

tactically, CAD has a lot of tails winds right now. Risk is on, the reopening trade is playing out, and this benefits the price of oil which 

helps CAD. Commodity prices are also rising (gold, silver, copper, lumber) which is another tailwind for CAD. BMO’s price target for year 

end is $0.80, which is about CAD’s long-term avg.  

 

 

 



 

 

 
 
Source: All returns December, 31 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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