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Reaction to the U.S. Presidential Debate 

Most viewers were disappointed as the debate seemed less focused on politics and more on antics. The biggest takeaway is volatility; it’s not 

going anywhere. Trump is pro-business and supports deregulation. Biden wants to raise corporate taxes and is an advocate for green energy. But 

neither candidate will really have the power to impact the market over the next four years, because this is dependent on both congress and the 

senate combined. The House is still committed to stimulus, both fiscal and monetary. Counting the mail-in votes could take a while and so a 

winner may not be declared until days or weeks after election night, which will certainly impact volatility. We will see a volatile environment and 

an interesting few years going forward.  

 

Trade Ideas Going into the U.S. Election  

Infrastructure is the one thing both sides can agree on. And with committed fiscal stimulus from both the Democrats and the Republicans, 

infrastructure is somewhat insulated from political uncertainty. The BMO Global Infrastructure Index ETF (ticker: ZGI) is a good way to get 

exposure to this sector.  

 

Volatility is still elevated, and the debate confirmed this. In this backdrop, covered call strategies provide an extra income stream by monetizing 

the volatility. The BMO Global High Dividend Covered Call ETF (ticker: ZWG) provides a portfolio of the largest blue-chip dividend payers in the 

world, and in a market where the VIX is elevated, this is a great global solution to earn a higher yield in volatile markets. The BMO Premium 

Yield ETF (ticker: ZPAY) is another great solution to “get paid while you wait” and to monetize market volatility. The strategy writes puts at 8% 

OTM right now, and if assigned on these puts the portfolio will own these stocks. ZPAY is earning a lot of premium by selling puts in this 

environment, and if the market backs up, the portfolio will buy these stocks at cheap valuations. ZPAY is currently yielding 5.9%.  

 

A Trump win would benefit high yield bonds because Trump is pro business and supports an open market economy. The BMO High Yield US 

Corporate Bond Hedged to CAD Index ETF (ticker ZHY) provides hedged exposure to US high yield corporate bonds. Biden on the other hand 

wants to raise minimum wage and increase corporate taxes, which could present a cash drag on high yield companies which are less cash rich 

than their higher-grade peers. If Biden wins, he will push social values and will be an advocate for clean energy, so ESG will play a prominent 

role. For exposure to investment grade US corporate bonds issued by highly-rated ESG companies, BMO offers the BMO ESG US Corporate Bond 

Hedged to CAD Index ETF (ticker: ESGF). 

  

Canadian Equity 

The Energy sector has been challenged and this has been a drag on Canadian equities over the past year. Canadian Banks however are very 

compelling and tend to outperform over the long term and are quality companies. The average yield on Canadian banks today is 5.2% which is a 

high yield for this sector. BMO offers two ways to obtain exposure to Canadian banks: an equal-weighted equity exposure (The BMO Equal 

Weight Banks Index ETF ticker: ZEB) or with the option overlay (The BMO Canadian Banks Covered Call ETF ticker: ZWB). For full market 

exposure, the BMO S&P/TSX Capped Composite Index ETF (ticker: ZCN) is an effective tool and will provide exposure to the stronger parts of 

the Canadian market such as Shopify and gold equities in addition to the banks. 



 

 

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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