BMO M Mutual Funds

Defense Core Beta: 59.6% | Market Strategy (Risk Management)

Moderate Defense: The current core beta is 59.6% vs. the benchmark of 58.6% up
= ‘ ) from 55.6% last week. The current degree of beta protection is about -8%. We
added to the USS$ hedged last week rotating ZSP/ZUE. We also added to energy XLE
as it has hit our relative buy targets. We reduced S&P 500 exposure to tile the
100% sector overweight. We see scope for the CS$ to hit the 1.20 area in the coming
months, which is bullish energy. We also added to EM exposure as it hit our relative
buy target as well (see chart pg. 2). ZEM relative to ZUE hit multi-year lows
60% yesterday. We look to add to this exposure. The relative value is compelling. On the
bond side, we see a window for bonds to counter trend rally and we added to
duration on weakness. The spike in inflation we are likely to see over the coming
20% months is largely priced in. Positions are bearish and that leaves room for a short
squeeze. We look to aggressively cut duration 10-15 bps lower on long bonds (TLT).
Active duration management in an era of violent swings in inflation expectations is
220% pure alpha. Our PRO-EYEs model suggests risks to equities are increasing. We are
getting close to significantly increasing the degree of beta protection to the
portfolio. We expect earnings in the next few weeks to be the final lift for stocks for
the next 3-6 months.
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PRO EYEs Macro Risk Model Top Holdings
Ticker Name Position

ZUE BMO S&P 500 Hedged to CAD Index ETF 29.2%
ZEA BMO MSCI EAFE Index ETF 28.2%
TLT iShares 20+ Year Treasury Bond ETF 11.0%
ZGD [BMO Equal Weight Global Gold Index ETF 9.9%
EMLC |VanEck Vectors J.P. Morgan EM Local Currency Bond ETF 7.9%
ZEM [BMO MSCI Emerging Markets Index ETF 3.1%
ZUS/U [BMO Ultra Short-Term US Bond ETF 2.1%
ZMT |BMO Equal Weight Global Base Metals Hedged to CAD Index ET| 1.3%
L . . XLE Energy Select Sector SPDR Fund 1.1%

When the PRO EYEs indicator is at elevated levels (>75), we will -
incorporate additional downside protection in the portfolio as an AMLP |Alerian MLP ETF 0.9%
overlay to the core "BEST IDEAS" holdings. The current correction risk ZPR __|BMO Laddered Preferred Share Index ETF 0.8%
is modest. We see a summer rally peak in the S&P 500 4200-4300 ZCLN _[BMO Clean Energy Index ETF 0.6%
range. That's our upside target for adding protection. ZUP  |BMO US Preferred Share Index ETF 0.5%
ZRR BMO Real Return Bond Index ETF 0.4%
CIBR  |First Trust NASDAQ Cybersecurity ETF 0.3%
HMMJ |Horizons Marijuana Life Sciences Index ETF 0.3%
EWZ |iShares MSCI Brazil ETF 0.3%
46.0% EWU |iShares MSCI United Kingdom ETF 0.1%
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Tactical Asset Allocation
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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.



