BMO Global Asset Management This Week in the Markets 23-March-2020

Indices Overview

Canadian Equities

S&P/TSX Comp. Index

S&P/TSX Small Cap Index
S&P/TSX Dividend Aristocrats Index

U.S. Equities

S&P 500 Index
Dow Jones Industrial Average
NASDAQ Composite Index

Week YTD 1 Year Index
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MSCI World Index
MSCI World Small Cap index
MSCI Emerging Markets Index
Fixed Income
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S&P 500 Dividend Aristocrats Index
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All data on this page are as at Friday’s close. U.S. indices are calculated in U.S. Dollars. Source — Bloomberg.
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Yield Curve Spread

Canada Current: 0.32% Last Week:0.31% United States Current: 0.53% Last Week: 0.47%
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Captures the spread between Government 10 year bonds and Government 2 year bonds. When the spread is below 0, the yield curve is inverted
(longer term bonds yield less than shorter term bonds), which historically has been a signal of a possible recession.

Bond Spreads

Irl\éestment Grade Current:3.73% Last Week: 2.22% High Yield Current:10.08% Last Week: 7.31%
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Captures the spread between the rates on corporate bonds (either high yield or investment grade) and government bonds. A higher spread
could indicate credit concerns. Bloomberg Barclays U.S. High Yield and Investment Grade indices used, respectively.

Volatility
Canada Current: 73.8 Last Week: 62.9 United States Current: 66.0 Last Week: 57.8
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TED Spread captures the spread between the rates on short term U.S. treasuries and short-term interbank debt. A higher spread is an indicator of higher credit risk. The
“Death Cross” — when the market’s rolling short term average dips below its long-term average - is a reference point which technical analysts use as a potential indicator of

an upcoming bear market. The “Golden Cross” —when the market’s rolling short term average rises above its long-term average — is a reference point which technical
analysts use as a potential indicator of an upcoming bull market.

Commodities
Gold Current:$1,498.65 Last Week:$1,529.83 . Oil Current:$22.43 Last Week:$ 31.73
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Source: Bloomberg. Data as at March 20 2020. Commodity prices are in U.S. dollars.
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Economic Data
GDP Growth*: Measure of the value of final goods produced. Indicator of national development
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* As of Q4 2019.
Inflation (CPI): Measure of changing price levels, which indicate periods of inflation or deflation

Canada United States
4 - 5 -
4 -
3_
3_
2 - 2
1_
1_
e CP| (%) 0 ——T T T e CPI| (%)
o ‘- -1 -
SSoTY¥YN2IIALLS552233] 99730 Y00II 99995598338
5 5 5 €S 5 = = = = = = cC 5 € 53 € 5 € 5 € 5 € 535 €C 5 € 535 € 535 €€ 5 ¢€
§38383838383838383838 §S35353533383833538383§8
Unemployment: Important gauge of labour participation and a key measure of economic health
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Purchasing Manager’s Index: Prevailing direction of economic trends in the manufacturing and services sectors,
according to purchasing managers. Below 50 represents a contraction, above 50 represents an expansion

Services PMI

49.5 49.8 49.8 50.3 50.4 47.2 Global 51.6 52.0
52.6 50.5 50.6 50.4 50.3 51.1 51.3 52.6 52.4 51.9 50.7 us 55.3 53.0 50.9 51.5 53.0 50.7 50.9 50.6 51.6 52.8 53.4 49.4
49.7 49.1 49.2 50.2 49.1 51.0 51.2 51.4 50.4 50.6 51.8 (O=IEGEWN 50.5 49.7 49.1 49.2 50.2 49.1 51.0 51.2 51.4 50.4 50.6 51.8
Eurozone 47.9 47.7 47.6 46.5 47.0 45.7 45.9 46.9 46.3 47.9 49.2 =1 {ordoy[B8 53.3 52.8 52.9 53.6 53.2 53.5 51.6 52.2 51.9 52.8 52.5 52.6
France 50.0 50.6 51.9 49.7 51.1 50.1 50.7 51.7 50.4 51.1 49.8 France 49.1 50.5 51.5 52.9 52.6 53.4 51.1 52.9 52.2 52.4 51.0 52.5
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UK 53.1 49.4 48.0 48.0 47.4 48.3 49.6 48.9 47.5 50.0 51.7 UK 489 50.4 51.0 50.2 51.4 50.6 49.5 50.0 49.3 50.0 53.9 53.2
NETEY) 50.2 49.8 49.3 49.4 49.3 48.9 48.4 48.9 48.4 48.8 47.8 Japan 52.0 51.8 51.7 51.9 51.8 53.3 52.8 49.7 50.3 49.4 51.0 46.8
Brazil 51.5 50.2 51.0 49.9 52,5 53.4 52.2 52.9 50.2 51.0 52.3 52.7 49.9 47.8 48.2 52.2 51.4 51.8 51.2 50.9 51.0 52.7 50.4
China 50.2 50.2 49.4 49.9 50.4 51.4 51.7 51.8 51.5 51.1- 54.4 54.5 52.7 52.0 51.6 52.1 51.3 51.1 53.5 52.5 51.8-

Brazil
China

Source: Bloomberg as at March 20 2020, using most recently reported data. * Canada data shows manufacturing PMI.
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S&P/TSX Sector Performance

Sector Week Chg YTD Chg
Materials

Consumer Staples
Communications

Health Care

Info Tech

Utilities

Industrials

Financials

Energy

Consumer Discretionary

Real Estate

S&P 500 Sector Performance

Sector

Consumer Staples
Communications
Consumer discretionary
Materials

Health Care

Info Tech

Utilities

Financials
Industrials

Energy

Real Estate

Week Chg

YTD Chg 1Yr Chg
Belgium 3.3%
Switzerland 2.9%
Finland 0.0%
Japan -0.3%
Australia -15.1%
Canada -12.9%
United States -12.2%
Ireland -8.4%

MSCI Country
Performance

All numbers are as at Friday’s close. Sectors ranked in order of highest performing for the week, to the lowest. Source — Bloomberg.

&

United States

International

S&P/TSX Composite Index

Weekly Performance: -13.6%

Best Sector: Materials 0.4%

Worst Sector: Real Estate -24.7%
Commentary:

* The S&P/TSX Index tumbled 13.6%,
falling to a four year low just four weeks
after reaching an all-time high

* Equity markets continued to sell
off, not helped by a continued decline

S&P 500 Index

Weekly Performance: -15.0%

Best Sector: Consumer Staples -11.3%
Worst Sector: Real Estate -23.0%

Commentary:
* The S&P 500 fell 15%, dipping below

the trough reached during the late 2018
sell-off

* The Federal Reserve kick-started a
wild week by slashing rates by 100

in crude oil prices. WTI crude prices fell bps, a magnitude not seen since the

29% for the week, while WCS dipped
below $8 USD at one point.

* The loonie continued to weaken,
hurt by falling oil prices. Across the
board, investors rushed into haven
currencies, with the USD in huge
demand despite the Federal Reserve
slashing its policy rate by 100 bps.

* Energy was naturally one of the big
decliners, but the Consumer
Discretionary sector was a bigger
detractor as many retailers and small
businesses shut down. Real Estate,
which had held up relatively well until
the week prior, imploded and finished
the bottom of the pile, with investors
expecting dividend cuts from REITs as
cash flows dry up.

» Materials was the only sector
positive, as resilience from gold helped
arrest the decline. That said, the yellow
metal remained under pressure amid a
surging USD and fears of deflation.

2008 financial crisis. Meanwhile, the
VIX index hit an all-time high,
surpassing its 2008 peak.

* Indeed, there were echoes of the
subprime mortgage crisis, with a
series of credit downgrades, mounting
layoffs and liquidity strains in the
treasury markets as dealer bid-ask
spreads widened. Investment grade
and high yield spreads also widened
sharply, as investors rushed to cash.
* Every sector was in the red, with
Real Estate the biggest laggard as
REITS suffered heavy losses. Energy
tumbled in tandem with oil prices, while
the defensive Consumer Staples led
the pack.

* The Consumer Discretionary sector
notably fared much better than its
Canadian counterpart, as Amazon’s
stock surged after it announced it
would increase hiring to keep up with
surging e-commerce demand.

MSCI World Index

Weekly Performance: -9.3%

Best Country: Belgium 3.3%

Worst Country: Australia -15.1%
Commentary:

» Overseas, equity markets generally
suffered less severe declines, with
Europe's STOXX 600 Index dipping
1.85%. Stocks bounced back in the last
two days of the week despite
increasingly stringent lockdowns
around the eurozone, as central banks
announced a host of economic stimulus
and fiscal measures. Many companies
started revising guidance and
withholding dividends.

» Japan’s Nikkei 225 Index fell 5%,
with the yen weakening against the
USD. While its policy meeting was
moved earlier to Monday, there was no
rate cut, although the Bank of Japan
did promise additional easing measures
if necessary. A temporary suspension
of the sales tax implement last year are
among the options considered.

» China’s CSI 300 lost 6.2%. Its
central bank surprised by holding rates
steady, just as central banks around
the world aggressively slashed interest
rates. Economic data for January and
February was significantly weaker than
expected, with its fixed asset
investment, industrial production and
retail sales all disappointing.
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Panic Is Not a Winning Investment Strategy — Brian Belski, Chief Investment Strategist
Trading on Headlines and Trying to Time the Market Could Be Costly

Exhibit 4: US Stocks Have Historically Recovered Quite Well Following Daily
Declines of 3%+

S&P 500 Average Price Performance Following 3%+
Daily Declines
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Source: BMO Capital Markets Investment Strategy Group, FactSet.

Exhibit 5: Missing the Best/Worst Days Can Have a Significant Impact

S&P 500 Compound Annual Growth Rate Comparison
During Current Bull Market
based on daily prices from 3/9/2009 through 12/31/2019

400 -
3509
30% -
25% -
20% 4 155% 16.8%
15% -
10% -
5% - 1.1%
0% - T T

S&P 500 Excluding 5 Best  Excluding 5 Worst  Excluding 5 Best &

Days Each Year ~ Days Each Year 5 Worst Days Each
Year

33.4%

Source: BMO Capital Markets Investment Strategy Group, FactSet.

Utilize a Barbell Approach to Combat Uncertainty

Exhibit 7: Barbell Strategy Has Delivered Attractive Longer-Term Results

Compunded Annual Growth Rate & Sharpe Ratio
monthly total returns since 1990

12.0% - 11.9% - 026
11.50 | W 025 - 025
11.0% - - 024
10.5% - 10.2%0 - 023
10.0% - W 022 L 022
9500 - 021
9.0% ; 0.20
Barbell S&P 500

(AGR (lhs) mSharpe Ratio (rhs)

Source: BMO Capital Markets Investment Strategy Group, Factset, IBES.
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US Stocks Can Shake Off Big Daily Declines

While concerns are rising among investors following back-to back
3%+ declines logged by the S&P 500, history tells us that

US stocks have recovered quite well following similar periods of
losses.

* For instance, following daily losses of more than 3% during
this current bull market, the S&P 500 has posted average
gains of 3%, 7.2%, and 19.9%, in the subsequent one,

three, and 12-month periods, respectively, with positive

price returns occurring 71%, 88%, and 100% of the time,
respectively.

* Extending the history to 1945, the average gains logged by
the S&P 500 in the one, three, and 12-month periods after
3% daily losses were 0.5%, 3.1%, and 5.8%, respectively.

Stay Invested Because Slight Missteps Can Be Costly

An increasing number of investors have been trying to time the
market in recent years seeking bigger gains in shorter-time
spans. However, successfully timing the market is an extremely
difficult task and even the slightest misstep can be costly.

» Since the start of this bull market, the S&P 500 has
generated a 15.5% annualized price return. Excluding the
five best days each year through 2019 would reduce that
return to just 1.1%, while excluding the five worst days
would lift the return to 33.4%. History shows that most of
the worst days tend to occur unexpectedly, making them
nearly impossible to predict, and many of the best days
occur soon after the worst days.

* In addition, even if an investor is able avoid the five best
and worst days each year, the annualized return would

only be ~130bps higher than staying invested. As such, we
believe it is more beneficial for investors to maintain their
investment discipline instead of trying to time the market.

High Quality Growth + High Quality Dividend Barbell

While we do not envision this recent selloff will morph into
any sort of major US market meltdown in the coming
months, we do expect a heightened level of uncertainty to
persist in 2020, as previously mentioned. Therefore, we
would recommend that investors be more selective in their
investment process.

» As such, we believe a barbell approach to equity
investing can be a valuable strategy with high quality
growth exposure on the “aggressive” side of the barbell
and high quality dividend-paying stocks on the
“defensive” side (see page five for details).

*  Our work shows that this type of barbell strategy has
produced an attractive longer-term return and risk
profile relative to the overall market as indicated by its
higher CAGR and Sharpe ratio.
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Performance — select BMO Mutual Funds  Performance — select BMO ETFs

IMth  3Mth  YTD 1Year 2Year 3Year 5 Year Ticker 1Week 3Mth  YTD  1Year 2Year 3Year 5Year

Canadian Equity Funds

Listed Alphabetically by Ticker

BMO Canadian Small Cap Equiy F~ -343  -305 312 220 129 73 39 T
EMOICan atianiCargeiCaplE iy /N N o2 G 2 M 70T 1 N .2 BMOEQUALWEIGHTUSBANKIND 78K -146 419 410 320 218 01 01
IO Bt P Wy B m Ay S8 Ay A BMOMDCORPORATEBONDINDEX ~ ZOM 464  -177 478 45 33 42 42
BMOSSPMSKCAPCOMPINDETF  ZON 434 01 200 242 402 56 46
BMO US Dollar Dividend F 5 315 a6 A0 454 57 10 T,

O UB Eiy RIS F a2 A2 A2 Ay 49 A 8e BO INTERNATIONAL DVD HDGD DH 95 M7 W\ 87 A4 I8 -
END EI i Eraiiies = S R BMO INTERNATIONAL DVD EQ D A0 w5 A7 B0 U8 78 34
N i AETTEE LB A Ay A6 Ay W W L8 BMOMSCIEAFEHEDGEDTOCAD ~ ZDM 68 -85 280 202 86 39 -9
Global Equity Funds BMO CANADIAN DIVIDEND ETF oV 61 B2 M7 96 130 88 35
EtdolCiobalDridend 2 SN 6 G20 48 oS a1 BMO US DIVIDEND ETF oy 118 97 87 25 80 33 40
gmg g::]binfr’a‘;:";healz‘;:;ﬁy':Ser GEZZRN L OB L. 15 2B I L L BMO US DIVDEND ETF DU 87 M0 BT B3 19 48 18
F BMO MSCI EAFE INDEX ETF A 71 52 47 13 01 33 49
Equity Income Funds BMOEQUALWEIGHTBANKSINDEX 2B 44 27 319 290 54 46 12
BMO Monthly High Income Il F 358 %27 %28 217 128 89 47 BMOEMERGING MARKETSBONDHE ~ ZEF 151 203 09 180 26 59 -7
BMO Monthly Dividend Ltd F 310 291 294 %9 168 96 51 BMOMSCIEVERGNGMARKETSIN ~ ZEM 104  -228 224 492 27 28 01
BNO Tactical Dividend ETF F 203 187 192 154 49 22 11 BMOEQUALWEGHTOL&GASI  ZE0  -21 514 519 582 472 29 193
Balanced Funds BMOMSCIEROPEHGHQUALTY  ZEQ 73 230 25 92 10 09 24
BMO Asset Allocation F 189 461 61 103 33 06 12 BMOFLONTNGRATEHIGHYEELD  ZFH 07 -6 475 124 48 13 18
BMO US Dolar Monthy Income F 249 B2 B5 71 60 49 04 BMOMDFEDERALBONDINDEXE ~ ZFM 06 43 49 59 63 31 19
BMOSHORTFEDERALBONDINDEX /S 01 22 21 31 33 16 11
BMO Precious Metals F 264 01 53 69 03 32 55 BMOEQUALWEIGHTGLOBALGOLD 6D 92 216 287 38 05 49 28
BMO Global Energy Class F 437 489 489 545 304 184 23 | |BMOMSCIALCOUNTRYWORLD 260 76 169 60 35 14 61 74
BMO Global Infrastructure F 274 240 B9 78 39 49 03 BMOHGHYELDUSCORPBDHE  ZHY 406 210 212 466 66 47 42
BMO Preferred Share F 314 06 308 313 209 135 80 BMOMDTERMUSIGCORPORATE  ZC 102 86 74 12 79 14 29
BMOMDTERMUSIGCORPORATE ~ ZIU 413  -l48 450 67 21 03 06
BMO World Bond F 33 46 47 a7 22 26 29 BMOEQUALWEGHTINDSTRLETF  ZN 467 717 %74 316 466 61 08
BMO Core Bond F 22 03 03 42 44 33 22 BMO JUNIOR GOLD INDEX ETF 06 62 %3 B3 B9 120 79 23
BMO LOW VOLATILITY CANADIAN B 24 40 BE6 B2 37 08 19
BMO Consenafive ETF PortioloF ~~ -127 04 -101 51 04 10 19 BMOCOVEREDCALLDOWJONES| ~ 2WA 474 %33 -84 20 27 45 01
BMO Equiy Growth ETF PortioloF 261 233 234 467 68 15 11 BMOCOVEREDCALLCANADIANBA 2B 37 %22 41§ 1 57 81 0l

BMO Fixed Income ETF Portfolio F 37 -13 -14 22 B13) 23 17 BMO EUROPE HIGH DIVIDEND COV IWE 95 29 7 B9 107 13 -
BMO Balanced ETF Portolio F 74 148 48 91 22 03 18 BMOUSHGHDVDENDCOVERED ~ 2WH 119 294 284 216 79 45 20
BMO Growth ETF Portfolio F 23 196 196 134 47 08 13 BMOUSHGHDVIDENDCOVERED ~ ZWHU 104 345 -3 269 29 64 04

BMO Income ETF Portfolio F 99 73 74 21 07 14 18

Performance Data as of March 20 2020. Mutual fund performance data sourced from Morningstar Direct. ETF performance data sourced from Bloomberg.

Forward Looking Statements

Certain statements included in this report constitute forward-looking statements, including, but not limited to, those identified by the expressions "expect”, “intend", "will"
and similar expressions to the extent they relate to the Fund, the Manager and/or the Advisor. The forward-looking statements are not historical facts but reflect the
Fund's, the Manager's, and/or the Advisor's current expectations regarding future results or events. These forward-looking statements are subject to a number of risks
and uncertainties that could cause actual results or events to differ materially from current expectations. Although the Fund, the Manager, and/or the Advisor believes that
the assumptions inherent in the forward-looking statements are reasonable, forward-looking statements are not guarantees of future performance and, accordingly,
readers are cautioned not to place undue reliance on such statements due to the inherent uncertainty therein. The Fund, the Manager and/or the Advisor undertakes no
obligation to update publicly or otherwise revise any forward-looking statement or information whether as a result of new information, future events or other such factors
which affect this information, except as required by law.

The information provided on this report is intended for informational purposes only. Those views are subject to change without notice as markets change over time. This
is intended for informational purposes only. Investments should be evaluated relative to the individual’s investment objectives. The information contained in this report
should not be construed as investment and/or tax advice to any party. The information and opinions contained in this material are derived from proprietary and non-
proprietary sources deemed reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. Graphs and charts are used for illustrative purposes only
and do not reflect future values or future performance.

BMO Mutual Funds refers to certain mutual funds and/or series of mutual funds offered by BMO Investments Inc., a financial services firm and separate legal entity from
Bank of Montreal. Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the fund facts
or prospectus of the mutual fund before investing. The indicated rates of return for the funds are the historical annual compounded total returns including changes in unit
value and assumes reinvestment of all distributions, and does not take into account for account sales, redemptions, optional charges, or income taxes payable by any
security holders, whigh would reduce returns. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.
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