
Inflation

Danielle Neziol
Senior Product Manager  
BMO ETFs

February 23, 2022

BMO Global Asset Management

Exchange and Industry Sponsored Webinars are presented by unaffiliated third parties. Interactive Brokers LLC is not responsible for the content of these

presentations. You should review the contents of each presentation and make your own judgment as to whether the content is appropriate for you.

Interactive Brokers LLC does not provide recommendations or advice. This presentation is not an advertisement or solicitation for new customers. It is

intended only as an educational presentation.

Sa’ad Rana
Associate of Sales              
BMO ETFs



Options involve risk and are not suitable for all investors. For information on the uses and risks of 
options, you can obtain a copy of the Options Clearing Corporation risk disclosure document titled 
Characteristics and Risks of Standardized Options by calling (312) 542-6901.

Futures are not suitable for all investors. The amount you may lose may be greater than your initial 
investment. Before trading futures, please read the CFTC Risk Disclosure. For a copy visit 
interactivebrokers.com. 

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange 
trades can vary due to time zone differences and bank holidays. When trading across foreign exchange 
markets, this may necessitate borrowing funds to settle foreign exchange trades. The interest rate on 
borrowed funds must be considered when computing the cost of trades across multiple markets.

The Order types available through Interactive Brokers LLC’s Trader Workstation are designed to help you 
limit your loss and/or lock in a profit. Market conditions and other factors may affect execution.  In 
general, orders guarantee a fill or guarantee a price, but not both. In extreme market conditions, an order 
may either be executed at a different price than anticipated or may not be filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of 
future results. 

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

•IRS Circular 230 Notice: These statements are provided for information purposes only, are not 
intended to constitute tax advice which may be relied upon to avoid penalties under any federal, 
state, local or other tax statutes or regulations, and do not resolve any tax issues in your favor.

•Interactive Brokers LLC is a member of NYSE FINRA SIPC

Disclosure:

http://www.optionsclearing.com/about/publications/character-risks.jsp
https://www.interactivebrokers.com/Universal/servlet/Registration.formSampleView?file=registration_1/cftc_risk_disclosure.html
http://www.nyse.com/
http://www.finra.org/
http://www.sipc.org/
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Disclaimer 

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

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

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.

Distributions are not guaranteed and may fluctuate. Distribution rates may change without notice (up or down) depending on market conditions. The payment of distributions should not be confused with an investment 
fund’s performance, rate of return or yield. If distributions paid by an investment fund are greater than the performance of the fund, your original investment will shrink. Distributions paid as a result of capital gains 
realized by an investment fund, and income and dividends earned by an investment fund, are taxable in your hands in the year they are paid. Your adjusted cost base will be reduced by the amount of any returns of 
capital. If your adjusted cost base goes below zero, you will have to pay capital gains tax on the amount below zero. Please refer to the distribution policy for BMO ETF set out in the prospectus.

Cash distributions, if any, on units of a BMO ETF (other than accumulating units or units subject to a distribution reinvestment plan) are expected to be paid primarily out of dividends or distributions, and other income 
or gains, received by the BMO ETF less the expenses of the BMO ETF, but may also consist of non-taxable amounts including returns of capital, which may be paid in the manager’s sole discretion. To the extent that 
the expenses of a BMO ETF exceed the income generated by such BMO ETF in any given month, quarter or year, as the case may be, it is not expected that a monthly, quarterly, or annual distribution will be paid. 
Distributions, if any, in respect of the accumulating units of BMO Short Corporate Bond Index ETF, BMO Short Federal Bond Index ETF, BMO Short Provincial Bond Index ETF, BMO Ultra Short-Term Bond ETF and 
BMO Ultra Short-Term US Bond ETF will be automatically reinvested in additional accumulating units of the applicable BMO ETF. Following each distribution, the number of acccumulating units of the applicable BMO 
ETF will be immediately consolidated so that the number of outstanding accumulating units of the applicable BMO ETF will be the same as the number of outstanding accumulating units before the distribution. Non-
resident unitholders may have the number of securities reduced due to withholding tax. Certain BMO ETFs have adopted a distribution reinvestment plan, which provides that a unitholder may elect to automatically 
reinvest all cash distributions paid on units held by that unitholder in additional units of the applicable BMO ETF in accordance with the terms of the distribution reinvestment plan. For further information, see 
Distribution Policy in the BMO ETFs’ prospectus.

This communication is for informational purposes only. While the information contained in this document is believed to be reliable, no guarantee is given that it is accurate or complete. The information contained herein 
is not, and should not be construed as, investment and/or tax advice to any individual. Particular investments and/or trading strategies should be evaluated relative to each individuals circumstances. Individuals should 
seek the advice of professionals, as appropriate, regarding any particular investment.

Commissions, management fees and expenses 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 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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Tools & Resources- Inflation Calculator 
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Source: https://www.statcan.gc.ca/en/subjects-start/prices_and_price_indexes/consumer_price_indexes , February 23rd, 2022



How is Inflation Measured? CPI

4

Source: Investopedia - For illustrative purposes only.  

• In Canada, we use the Consumer 
Price Index (CPI) to calculate 
inflation

• This number looks at the year 
over year change in a basket of 
goods and services used by 
Canadians

• The basket is weighted by 
relevance (for example, the weight 
of energy prices is heavier than 
the price of milk)



How is Inflation Measured? Breakeven Rates
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• The “Breakeven rate” is another measure of 
inflation which is used more by market 
analysts

• Breakeven rates show the difference in 
yield between a nominal bond and Treasury 
Inflation Protected Security (TIPS)

• Breakeven rates can be seen as the 
market’s interpretation of inflation, which 
can be more accurate than CPI

• It is not uncommon to see the wide 
difference between the 10-year U.S. 
Breakeven rate and the CPI, especially 
coming out of recessions (or economic 
slowdowns)

Source: Bloomberg – January 2022.



What is Causing Inflation Today?
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• Monetary Stimulus- historic levels

• Low interest rates

• Loose fiscal policy

• Energy prices rising

• Supply chain disruptions and demand 
imbalances

• Labour shortage



Inflation in the Real World
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Source: MarketWatch, Fortune, Datium Insights 



Inflation in the Real World

8Source: Bureau of Statistics, January 2022



How Does Inflation Impact Fixed Income?

• 5-year Government of Canada bond 
is yielding 1.7%. This presents a 
problem for investors who are facing 
2%-3% per year inflation (or more): if 
their portfolio is yielding less than 
inflation, this will erode capital.

• Even subtle inflation can have a large 
impact on bonds in this environment, 
which are challenged with very low 
rates. 
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Source: Bloomberg – January 19, 2022

Source: Bloomberg – January 19, 2022



How Does Inflation Impact Equities?

• Equities generally do a better job at protecting against inflation than fixed income
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Source: Bloomberg – January 19, 2022



Using ETFs to Hedge Inflation- Fixed Income

U.S.TIPS
• U.S. Treasury Inflation Protected Securities 

(TIPS) are bonds backed by the U.S. 
treasury and their par value adjusts to 
inflation. 
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Real Return Bonds
• These are government of Canada bonds 

where the par value is adjusted for inflation. 

• Tend to be longer duration means these 
are exposed to duration risk

Source: Bloomberg, January 2022.

Distribution yields are as of December 31, 2021. These yields are subject to change and reflect the yield at the time this webinar was presented. 
Distribution yield is not an indicator of overall performance yields will change from month to month based on market conditions and is not guaranteed. 
See appendix for the full disclaimer.



Using ETFs to Hedge Inflation- Equities, Broad Market
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Quality Equities
• Provides exposure to high-quality, blue-chip 

companies which can weather rising inflation 
relative to their peers

• These companies are more resilient to 
inflation because they tend to have better 
pricing power, an easier time passing on 
input costs to end consumers, and their low 
debt profile means there will be less burden 
on interest rate payments when rates rise

Distribution yields are as of December 31, 2021. These yields are subject to change and reflect the yield at the time this webinar was presented. 
Distribution yield is not an indicator of overall performance yields will change from month to month based on market conditions and is not guaranteed. 
See appendix for the full disclaimer.



Using ETFs to Hedge Inflation- Equities, Sectors
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Sector Equities
• Energy
• Infrastructure
• Real Estate (REITs)
• Banks

Distribution yields are as of December 31, 2021. These yields are subject to change and reflect the yield at the time this webinar was presented. 
Distribution yield is not an indicator of overall performance yields will change from month to month based on market conditions and is not guaranteed. 
See appendix for the full disclaimer.



THANK YOU FOR ATTENDING
JOIN US FOR OUR NEXT WEBINAR:

Friday, February 25th, 2022  • 1:00pm (EST)
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