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Tax-Loss Trade Idea: Sell Your Canadian Bank Stocks and Buy ZEB or ZWB  

 
 

Alfred Lee, CFA, CMT, DMS  

Portfolio Manager and Investment Strategist 

The Big 6 banks are down approximately 30% YTD. If you hold any Canadian bank stocks you can sell these to crystalize a loss 

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

Banks ETF (ZWB) to maintain the same exposure. 

Trade Opportunity: 

• 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. 

• With the recent market sell-off, we have been receiving several questions from taxable accounts that specifically want to 

crystallize the losses in their bank shares and exchange it for our BMO Equal Weight Banks Index ETF (ZEB) or our BMO 

Covered Call Equal Weight Banks ETF (ZWB). 

• Canadian banks can be long-term core holdings in the portfolios of most Canadian investors (both retail and institutional), 

this is a way to take advantage of the sell-off and still maintain exposure to the banks through ZEB and/or ZWB. 

 

 

 

 

 

 

 

How to Execute the Strategy: 

• 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 both. 

• 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.



 

 

 

Example of Execution Using Closing Prices on April 3, 2020:  
Shares Closing Price 

   

TD 10,000 $          55.79 
 

Value of Bank Shares $2,514,335.00 

BNS 5,000 $          53.54 
 

ZEB $ 21.35 

CM 6,000 $          76.40 
 

ZEB Shares 117,700 

RY 7,000 $          82.08 
 

Cash $1,698.94 

BMO 6,000 $          66.95 
 

Value of Bank Shares $2,514,335.00 

NA 5,000 $          50.82 
 

ZWB $ 13.37     
ZWB Shares 188,000     

Cash $ 981.80 

 
 

Please contact your BMO ETF Specialist if you want more details on this trade or if you want our ETF 

Team to help co-ordinate this trade for you. 

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


