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What’s been working in equities? 

The market is improving, but we still advocate a prudent approach to equities. The BMO NASDAQ 100 Index ETF (unhedged ticker: ZNQ, 

hedged ticker: ZQQ) has been the strongest broad beta ETF YTD up 14% this year. Sectors such as Health Care and Info Tech and popular 

thematic exposures such as  e-commerce, AI and cloud computing (tech sector) are all overweighed in the NASDAQ index, setting it up well to 

survive and thrive in the current market environment. 

Income Strategies: Update 

Option Writing with ZPAY: The BMO Premium Yield ETF (ticker: ZPAY) is an options-based strategy which performed as anticipated during the 

increased volatility. This is a more conservative way to play the equity market vs full beta exposure and it generates cash flow through the 

options market as its primary source of return. During the sell-off, because it had less the equity exposure (around 30% in March) it was down 

much less than the S&P, which creates downside protection. During the sell-off the equity weight built up to about 70%. The higher equity 

weight really paid off through the April and May recovery. It provided a 75% upside and about 50% downside, during this period. Currently, 

ZPAY is down to a 50% equity weight. Plus, the cash flow is tax efficient. It has a monthly distribution with some allocation to equities which 

will dynamically adjust as equity markets move up and down. 

Yield Pick-Up with ZMBS: The BMO Canadian MBS Index ETF (ticker: ZMBS) offers a portfolio of mortgage backed securities for investors. This 

is a new asset class exposure in the ETF arena. There is a yield pick-up associated with MBS securities. These are all Canadian mortgages and 

are AAA rated and fully guaranteed by the Canadian government. The ETF has a short term duration (2 yrs). Compared to short federals, which 

offer around 39bps spread, the yield spread on an MBS is about 70 bps. They have similar duration and similar credit risk so in the short term 

fixed income space this is a substantial pick up.  

Preferred Shares with ZPR: BMO’s Laddered Preferred Share Index ETF (ticker: ZPR) offers rate reset preferred shares. This creates a 

somewhat floating element in terms of its portfolio yield. 20% of the portfolio resets each year. In times of stress prefs see spread widening, 

but you “get paid while you wait” for spreads to normalize. Currently it as a 6.5% annualized dividend payment, all tax efficient. Rate cuts 

creating volatility in the space right now, but this is a good place for income oriented investors who have a little longer time horizon as rates 

stabilize. 



 

 

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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