BMO ™ | Mutual Funds

Defense BETA SCORE | Market Strategy (Risk Management) |
DEFENSE: The current beta is 16.9% vs. the benchmark of 61.4% down from 23.1% last
= ‘ D ) week. The beta readings have a bit of a skew. Gold and gold equities, a meaningful sleeve
of the portfolio, has seen correlation (and beta) turn positive relative to global equities.
This is more a function of deleveraging (forced selling) than a new trend. We have also
seen a significant change in the beta of EM government debt (EMLC), which is caught up
in the flight to safety. Recall, the 7%+ yield here is one reason we own it, the other is a

80% currency play where the strong US dollar will reverse as we come out of this and EMLC
gets rotated into EM equities exposure. We like EM coming out of this cycle. Similar story

| Beta (risk) Metrics

100%

60% for developed market exposure with BWZ, where we are accumulating positions in non

40% US dollar debt and will swap that into European equities coming out of this as well. Recall
that for us, currency is a separate and uncorrelated asset class consideration. Under

20% extraordinary circumstances, we added an options collar to hedge remaining beta risk in

the portfolio (Long SPY June 250P, Short Dec 265C). That position is a tactical hedge,

which we will remove as we hit downside rebalancing targets. Small cap under

-20% performance (Chart 1) suggests there is much more economic downside coming than the
May-15 Feb-16 Nov-16 Aug-17 May-18 Feb-19 Nov-19 massive weight in large cap technology in the indexes (QQQ) are masking. Chart 2 shows

the average stock might still need to fall 40% for a 2008-09 type washout.
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Top Holdings

Ticker [Name Position

ZPAY |BMO Premium Yield ETF 16.6%

EMLC |VanEck Vectors J.P. Morgan EM Local Currency Bond ETF 13.3%

BWZ |SPDR Bloomberg Barclays Short Term International Treasury Bond ETF| 11.3%
ZGD |BMO Equal Weight Global Gold Index ETF 5.2%
ZPR |BMO Laddered Preferred Share Index ETF 3.3%
SPY 06/SPDR S&P 500 ETF Trust SPY 06/19/20 P250 3.1%
Performance Metrics GLD |SPDR Gold Shares 1.8%
Total Return Up/Downside® XLE Energy Select Sector SPDR Fund 1.2%
YTD -1.95% | -1.46% | Upside | 27% ZWU [BMO Covered Call Utilities ETF 0.9%
Prev. Month -4.36% | -4.20% | Down 23% ZWC |BMO Canadian High Dividend Covered Call ETF 0.7%
Prev. Quarter -2.17% | -1.69% |Mths Up 39 AMLP |Alerian MLP ETF 0.6%
Prev. Year -0.80% | 1.12% |Mths Dn 21 GDX |VanEck Vectors Gold Miners ETF 0.6%
Annualized S| 2.18% 4.10% ZUP |BMO US Preferred Share Index ETF 0.4%
Sharpe Ratio -: ZRR [BMO Real Return Bond Index ETF 0.4%
SPY 12)SPDR S&P 500 ETF Trust SPY 12/18/20 C265 -3.1%

(" 5% | Total 56.3%
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Chart(s) of The Week

WHAT'S THE AVERAGE STOCK DOING™?

2010

Tactical Asset Allocation

50%
04% | 245% | 3.7% |43.7%| 1.31 | 40%
05% | 249% | 3.7% |435%| 1.37 | 30%
0.0% 0.4% | 00% | 02% | -0.07 | 20%
10%
0% —
o ) © © A A ® ® S >
1.269 o o @‘\” o“/\/ ’ZS\, o“'\, 'b*:\/ o“/\’ fz?\:» o“:\/ @‘\'\, o“/’»
26% | 1.28% | 0.0% X N X N & N X N X S
236% | 2.29% | 0.1% U o Care -
— e CANACD  c— —
2.91% | 2.96% | -0.1%
$ o )
Zen el s 1.4900 60% -
1.79% | 1.82% | 0.0%
0.21% 0.22% 0.0% 1.4400 50%
2.45% | 2.49% | 0.0%
1.09% | 1.12% | 0.0% 1.3900 40%
0.39% | 0.41% | 0.0%
1.3400 30%
5.90% | 5.48% | 0.4%
24.51% | 24.87% | -0.4% 1.2900 20%
0.44% | 0.48% | 0.0%
76.82% | 76.51% | 0.3% 1.2400 10%
-33.13% | -32.98% | -0.1%
- - " 1.1900 -a 0%
3.74% | 3.73% | 0.0% May-15 Apr-16 Mar-17 Feb-18 Jan-19 Dec-19
1.79% | 1.71% | 0.1%

This communication is intended for information purposes only. This update has been prepared by ETF Capital Management, the portfolio manager of BMO Tactical Balanced ETF Fund and
represents their assessment at the time of publication. The views are subject to change without notice as markets change over time. The information contained herein is not, and should not be
construed as, investment 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 statistics provided in this presentation are based on information believed to be reliable, but BMO Investments Inc. cannot guarantee they are accurate or complete. BMO
Global Asset Management is a brand name that comprises BMO Asset Management Inc., BMO Investments Inc., BMO Asset Management Inc. and BMO's specialized investment management
firms. BMO Mutual Funds are offered by BMO Investments Inc., a financial services firm and separate legal entity from the Bank of Montreal. Commissions, management fees and expenses may
be associated with mutual fund investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be
repeated.

1 Benchmark is the return of the targeted portfolio 60% global equities and 40% global bonds hedged to Canadian dollars; 2 Beta is a measure of how a fund responds to moves in the broader
market. A beta of greater than 1.0 suggests that the fund is more volatile than the market, while a beta of less than 1.0 suggests that the fund is less volatile. 3 Yield is the most recent income
received by the fund in the form of dividends, interest and other income annualized based on the payment frequency, divided by the current market value of the fund’s investments. 4 Volatility is
the annualized standard deviation which is a measure of risk. 5 Upside/Downside is a statistical measure of how much of the fund performance a manager captured during up-markets or down-
markets. Typically, an investor would prefer a higher upside capture and lower downside capture. The time period presented is since inception. 6 Standard Deviation is a measure of risk that
calculates the variation of a fund’s performance around its average over a specific time period.

® "BMO (M-bar roundel)" is a registered trade-mark of Bank of Montreal, used under license. ETF Capital Management is a registered trade name of Quintessence Wealth, a Portfolio Manager,
Investment Fund Manager and Exempt Market Dealer registered with the Canadian Securities Administrators.



