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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.

Any discussion or mention of an ETF is not to be construed as recommendation, promotion or 
solicitation. All investors should review and consider associated investment risks, charges and expenses 
of the investment company or fund prior to investing. Before acting on this material, you should consider 
whether it is suitable for your particular circumstances and as necessary, seek professional advice. 

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/


DISCLAIMER
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 individuals 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. This communication is intended for informational purposes only.

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.

Commissions, management fees and expenses all may be associated with investments in exchange traded funds. Please read the ETF Facts or prospectus of the BMO ETFs before investing. The 
indicated rates of return are the historical annual compounded total returns including changes in unit value and reinvestment of all dividends or distributions and do not take into account sales, 
redemption, distribution or optional charges or income taxes payable by any unitholder that would have reduced returns. 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 BMO ETF’s 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.

This communication is for information purposes. The information contained herein is not, and should not be construed as, investment, tax or legal advice to any party. Particular investments and/or 
trading strategies should be evaluated relative to the individual’s investment objectives and professional advice should be obtained with respect to any circumstance.

BMO Global Asset Management is a brand name under which BMO Asset Management Inc. and BMO Investments Inc. operate.

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 trademarks/trademark of Bank of Montreal, used under licence.
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Source – TD Securities, as of August 11, 2022
1Source – National Bank, as of December 31, 2022

• $4.4 billion in 
net flows in 2022 
(a new high)1

• Over $14 billion 
AUM (as of Dec. 
31, 2022)1
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Covered Call Strategies

• Holding a stock and selling (writing) a 
call option on the underlying stock
• Selling a call option gives the buyer the 

ability to purchase a stock at a later 
date at an agreed upon price (the 
strike price)
• By selling the option, the portfolio 

receives a premium, providing 
additional cash flow

For illustrative purposes only
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§ Generating consistent yield
– The extra option premium becomes an attractive yield enhancement on top 

of the stock dividends

§ Tax-efficient*
– The income generated from writing call options is taxed as capital gains

§ Lowers Risk & Volatility
– Additional income collected from a covered call strategy can offset potential 

losses on the stock position

§ Rinse and Repeat
– If the shares are not called away (OTM), you keep the shares and the 

premium. Rinse and Repeat.

*As compared to an investment that generates an equivalent amount of interest income
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Annualized Volatility

Better return profile at lower volatility = a winning investment proposition
Source: BMO Investment Strategy Group, unweighted. As at Feb 2022 (Analysis begins in January 1990).
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• 50% of the portfolio 
is covered

• Use Out of the 
Money (OTM) 
options

• Use short-term 
options (1 to 3 
Months)

Option Yield Scenario Table

Implied Volatility
10% 15% 20% 25%

OTM

2.0% 2.1% 4.9% 8.0% 11.3%

3.0% 1.1% 3.4% 6.2% 9.3%

4.0% 0.6% 2.3% 4.7% 7.5%

5.0% 0.2% 1.5% 3.5% 6.1%

6.0% 0.1% 0.9% 2.6% 4.8%

7.0% 0.0% 0.6% 1.9% 3.8%

Source: BMO AM, Black-Scholes option pricing model assuming 50% portfolio coverage; *OTM = Out of the money
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• 50% of the portfolio 
is covered

• Use Out of the 
Money (OTM) 
options

• Use short-term 
options (1 to 3 
Months)

For illustrative purposes only
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Example illustrating the payoff of a traditional covered call 
strategy relative to Stock
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The above results are hypothetical and are intended for illustrative purposes only
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• Rising Markets

• Falling Markets

• Sideways Markets

The Impact of Markets
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Other Considerations

• Check ETF Facts for all in MER

• Fund of Fund considerations

• Leverage considerations
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2023 ETF Outlook
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