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Canadian Banks: Core Holding for Stability and Income  
BMO Equal Weight Banks Index ETF: ZEB 

BMO Covered Call Canadian Banks ETF: ZWB  
 

 

 

 

US Banks: Satellite Exposure for Growth 
BMO Equal Weight US Banks Index ETF: ZBK, ZUB (Hedged) 

BMO Covered Call US Banks ETF: ZWK  
 

• The performance of Canada’s six largest banks has a 

combined return of   -23.8% YTD, as of April 16. 

• Canadian banks are exposed to the price of oil through their 

loan books. With oil below $25, there has been added 

downward pressure on the Canadian bank sector. 

• Canadian banks have no plans of suspending or cutting 

dividends. Therefore, yields are extremely attractive on these 

stocks right now, north of 6%. 

• Canadian bank stocks make a great core portfolio position as 

they are resilient, high quality companies with a good 

dividend yield. 

• Because of the depth and strength of Canadian banks, they 

exhibit strong long-term returns.  

• US banks have returned -36.5% YTD, as of April 16.  

• US Banks announced historic loan loss provisions last week 

which led the market to believe they are anticipating large 

losses. 

• Entering the COVID-19 crisis, US banks were very well 

capitalized and had never been healthier. The ability to 

fund large losses, without requiring an extreme bail out like 

in 2008, proves the banks are positioned well to weather 

the economic downturn. 

• In 2008 the banks needed saving. This time around it is the 

banks who will be saving individuals and small businesses 

by offering loans to these people who require capital 

during the crisis. The Fed has relaxed loan restrictions so 

banks can get capital to where it’s needed, and the banks 

have an excess amount of liquid assets- more than the 

regulatory buffers required after 2008. 

• US banks have more volatility than Canadian banks but are 

also more growth-oriented. Because of this, we see them 

as a good portfolio satellite position, especially if you have 

a longer-term horizon. 

 
 

 

Source: Bloomberg, April  2020 

Canadian and US Banks are down more than the broad market YTD but have a lot of upside potential. Investors should consider adding 

these companies to their portfolio as they have attractive valuations and offer a good yield. If you already own Canadian or US banks, you 

may want to consider implementing a tax loss strategy by selling the securities at a loss, and then maintaining the exposure by replacing 

it with an ETF. 

 

*Annualized Distribution Yield as of April 17,2020. 
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Source: Bloomberg. Data as of market close April 16, 2020. 

 
 

  
 

If you already own US or Canadian Banks, you can implement a tax-loss strategy: 

• Tax Loss Harvesting is typically a trade that is utilized near year end to allow investors to crystallize losses, in order to offset 

gains in their portfolios. However, given the current market climate investors may want to look at implementing a tax-

loss strategy right now. 

• If you hold any Canadian banks stocks right now, you can sell these to crystalize a loss. For Canadian bank stocks, replace with either 

the BMO Equal Weight Banks Index ETF (ZEB) or for added income buy the BMO Covered Call Canadian Banks ETF (ZWB) to 

maintain the same exposure.  

 

• If you hold any US bank stocks right now, you can sell these to crystalize a loss. You can maintain exposure by replacing with the BMO 

Equal Weight US Banks Index ETF (ZBK), or the Hedged to CAD version (ZUB) or for added income the BMO Covered Call US Banks 

ETF (ZWK). 

• Investors can sell the security or securities that are at a loss then use the proceeds to invest in a different security, such as a 

BMO Exchange Traded Fund (ETF) to maintain the same exposure as the security that has just been sold. In this example, you 

would sell your banks shares and buy either ZEB, ZWB or ZBK, ZUB or ZWK. 

• In this example, your bank shares do not have to be equally weighted or in the same proportion of the ETF to execute the 

strategy. 

 

For institutions and advisors with larger trades (50k shares or greater), please contact your BMO ETF Specialist to co-

ordinate this trade. BMO ETFs can help arrange this trade with a market maker in order to better manage the 

execution. 
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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. 

BMO Global Asset Management is a brand name that comprises of BMO Asset Management Inc., BMO Investments Inc., BMO Asset 

Management Corp. and BMO’s specialized investment management firms.  

Commissions, management fees and expenses all may be associated with investments in BMO ETFs and ETF Series of the BMO Mutual Funds. 

Please read the ETF facts or prospectus of the relevant BMO ETF or ETF Series before investing. The indicated rates of return are the historical 

compounded total returns including changes in share or unit value and the reinvestment of all dividends or distributions and do not take into 

account the sales, redemption, distribution, optional charges or income tax payable by the unitholder that would have reduced returns BMO 

ETFs and ETF Series are not guaranteed, their values change frequently and past performance may not be repeated.  

ZEB and ZWB are not sponsored, promoted, sold or supported in any other manner by Solactive AG nor does Solactive AG offer any express or 

implicit guarantee or assurance either with regard to the results of using the Index and/or Index trade mark or the Index Price at any time or 

in any other respect. 

S&P® and S&P 500® are registered trademarks of Standard & Poor's Financial Services LLC ("S&P") and "TSX" is a trademark of TSX, Inc. These 

trademarks have been licensed for use by S&P Dow Jones LLC and sublicensed to BMO Asset Management Inc. in connection with ZCN, ZUH, 

ZSP and ZSP.U (the "ETF") The index or indices are products of S&P Dow Jones Indices LLC and have been licensed for use by BMO Asset 

Management Inc. in connection with the ETFs. The ETFs are not sponsored, endorsed, sold or promoted by S&P Dow Jones Indices LLC, S&P, TSX 

or their respective affiliates, and S&P Dow Jones Indices LLC, S&P, TSX and their respective affiliates make no representation regarding the 

advisability or investing in such ETFs. 

For a summary of the risks of an investment in the BMO ETFs or ETF Series of the BMO Mutual Funds, 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. 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. ETF Series of the BMO Mutual Funds are managed by BMO Investments Inc., 

which is an investment fund manager and a separate legal entity from Bank of Montreal.  

®/™Registered trade-marks/trade-mark of Bank of Montreal, used under licence. 

 


