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Vaccine News & its Impact on Markets 

Pfizer thinks they have a vaccine that is 90% effective in terms of preventing exposure to the virus. There are still some questions, we don’t 

know how long this vaccine is effective for, but equity markets responded favorably to the news. There are currently two catalysts for equity 

markets: 1) Resolution of US president (almost there, market feels clear in the outcome here) and 2) Vaccine. Monday was an historic day for 

factor reversal, momentum and growth had their worst one-day return in over 10 years. Value and Dividends significantly outperformed. The 

NASDAQ 100 is down 4% this week. BMO Quality ETFs which have an overweight to Tech are still outperforming, so this thesis has continued to 

play out. The BMO MSCI USA High Quality Index ETF (ticker ZUQ) is still performing well even though the market dynamics have shifted, and so 

we still see a case for this defensive growth trade. There is still uncertainty going forward, but we think staying invested is important; you don’t 

know when the markets will rally and good news will come, so investors may want to stay invested, and so BMO Quality ETFs are still an 

effective approach. 

Canadian Equity Markets  

We saw the large factor reversal in Canadian markets as well with value and dividends outperforming so far this month. Sectors which have been 

under pressure from COVID lows have recently popped, such as banks, energy and REITs. The Canadian banks trade idea, using the BMO Equal 

Weight Banks Index ETF (ticker: ZEB) or with a covered call overlay (ticker: ZWB) have been a good investment recently, with the pure play ETF 

ZEB up around 8.5% since the beginning of November. The Canadian banks are still underperforming the broad Canadian index YTD, and their 

dividend yield is around 5%. Canadian banks have proven themselves historically. Expect banks to prevail over the next 12-18 months as we 

navigate this environment. 

Update in Fixed Income Markets  

In Canada we have seen an overall curve steepening. Credit spreads continue to tighten, (have come in 10bps since the election and vaccine 

results). Government bonds have underperformed corporates. The BMO Aggregate Bond Index ETF (ticker: ZAG) has been close to flat during 

this time due to these counteracting moves. Duration is underperforming. The aggregate exposure provides a steady return for fixed income. The 

BMO High Quality Corporate Bond Index ETF (ticker: ZQB) is a great way to get exposure to high quality corporate bonds and take advantage 

of spread tightening as the economy recovers. ZQB cans still protect on the downside with the higher quality names. Consistent with our views 

on equities while providing stability against equity market volatility. 

Equity Sector Ideas 

There are still some unanswered questions. The Senate is still uncertain. Overall, regardless of president, there will be stimulus coming, and the 

Democrats especially are pushing for more stimulus. This is good for equity markets. Republicans are currently favoured to maintain control of the 

Senate; this isn’t a bad thing for markets, because it keeps Biden’s pledge to raise corporate taxes at bay. If this plays out- traditional energy will 

be under pressure (Biden is pushing a green deal and rejoining the Paris climate accord). Pharmaceuticals: Democrats will put pressure on this 

industry. The BMO Equal Weight US Health Care Index ETF (ticker: ZUH) is a great way to play the Health Care sector right now because it is 

underweight pharma. ZUH has bio tech and health care supplies and services which are good themes to play out. 

Rotation Back to Value & Dividends 

Dividends and Value- door Is open. Not overnight, will be a bumpy road. Showed investors perspective on where we are going. 12-18 months. A 

lot of room here to recover. Value- The BMO MSCI Canada Value Index ETFF ticker: ZVC and the BMO MSCI USA Value Index ETF (ticker: ZVU) 

are ETFs where investors can look to for a tilt to value. Companies with higher dividend yields have more depressed share prices, so usually when 

div outperforms, so does value.  



 

 

 
 
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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