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CAPITAL MANAGEMENT

Core Tactical/Strategic Portfolio Outlook/Adjustments Top Holdings
Two big equity shifts last week that boosted beta overall. Not because ||Ticker Name Position
we are bullish on markets, but because market volatility offered up the ZUE BMO S&P 500 Hedged to CAD Index ETF 31.0%
opportunities. On the FX side we hedged USS exposure selling ZSP for ZEA BMO MSCI EAFE Index ETF 30.1%
ZUE. Should the CS rally in the back half of the year we will look to add 7GD BMO Equal Weight Global Gold Index ETF 4.9%
back USS exposure around 1.2000. We also took the opportunity to ZEM BMO MSCI Emerging Markets Index ETF 3.2%
add to a longer-term thematic trade (Chinese Internet) KWEB after it EMLC VanEck Vectors J.P. Morgan EM Local Currency Bond ETF 2.0%
hit capitulation oversold levels !ast week in the wake of the DIDI fiasco. ZMT BMO Equal Weight Global Base Metals Hedged to CAD Index ETF 1.4%
We.are looking a't the puIIba'ck in some of the‘ energy st'o?ks' (XLE) as a ZCLN BMO Clean Energy Index ETF 13%
buying opportunity. If there is any value in this market it is in the XLE Energy Select Sector SPDR Fund 13%
energy sector for the next year or two. Beyond that we are structural
bears given peak oil and ESG pressure. To balance that off, ZCLN is a 2Us/U BM? Uitra Sh.c.)rt—Terrjn us 'Bond ETF 0.9%
structural thematic long and we will continue to add on weakness. On HMM) Horizons Marijuana Life Sciences Index ETF 0.9%
the bond side, we started to nibble again at EM local currency debt ZPR BMO Laddered Preferred Share Index ETF 0.9%
below $31 (EMLC) having sold it off into strength earlier in the year a INDA iShares MSCI India ETF 0.7%
few percent higher. KBA KraneShares Bosera MSCI China A ETF 0.7%
KWEB KraneShares CSI China Internet ETF 0.6%
URA Global X Uranium ETF 0.6%
ZuUpP BMO US Preferred Share Index ETF 0.5%
ZRR BMO Real Return Bond Index ETF 0.4%
CIBR First Trust NASDAQ Cybersecurity ETF 0.4%
EWZ iShares MSCI Brazil ETF 0.3%
EWU iShares MSCI United Kingdom ETF 0.1%
Macro Market Strategy Chart of the Week
From a macro perspective, our risk indicators are elevated. This is not a
time to chase equities. However, we do not see much more than a ’ i 5 122.0000

normal course 5-10% correction (closer to 10%) in Q3. Unless the Fed
makes a major policy mistake and inflation is not transitory. This would
add a new dynamic the markets are not priced for. UST 10s probably
test closer to 2.00% as the Fed tapers. This should negative influence
the equity risk premium and reduce the market multiple. For 2022, a
213 EPS for the S&P 500 puts a 20x at 4260. Dips should be well
supported. If 2% is not defended by the FOMC, a 3% 10-year puts the
multiple closer to 18x and the 3700-3800 range offers the strongest
support.
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M USTWEME Index - Last Price on 7/2/21 (R1) 123.2894
M EMLC US Equity - Last Price (L1) 31.09
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PRO-EYES - Berman's Call | Risk Level I High I Defense I Core Beta: 65.3% | Offense |
The current core portfolio beta is 65.3% The current degree of beta =; A )
protection is about -31%.
When the PRO EYEs indicator is at elevated levels (above 75%), as it is 14%
recently hit, we will have higher degree of beta protection on the ZUE
portfolio. Historically, corrections that follow have a median of 7.3% 12%
and an average of 11.1% over the past 20 years. We have our downside
hedge on the S&P 500 in place from 4200-3750 with a covered call at 10%
4400 through Sept 30th. This is a tactical hedge and is actively adjusted
as opportunities develop. For details of the PRO-EYEs-Berman's Call 8% =l

Tactical Risk Models click link above.
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Performance Metrics (A-Series) as of (07/09/21)

Annualized Since Inception April 17, 2015

4%
Upside
Down 7% 2% - VBG
Mths Up 48
Mths Dn 27 0%
2% 7% 12% 17% 22%
Standard Deviation®Deviation® Source: ETFCM/Bloomberg
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Tactical Asset Allocation
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This commentary 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. Any statement that necessarily depends on future events may be a
forward-looking statement. This material may contain forward-looking statements. “Forward-looking statements,” can be identified by the use of forward-looking
terminology such as “may”, “should”, “expect”, “anticipate”, “outlook”, “project”, “estimate”, “intend”, “continue” or “believe” or the negatives thereof, or variations
thereon, or other comparable terminology. Investors are cautioned not to place undue reliance on such statements, as actual results could differ materially due to
various risks and uncertainties.

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.

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. Commissions, trailing commissions (if applicable) , management fees and expenses all may be associated with mutual fund
investments. Please read the fund facts or prospectus of the relevant mutual fund before investing. The indicated rates of return are the historical annual compounded
total returns for the period indicated including changes in unit value and reinvestment of all distributions and does not take into account sales, redemption, distribution
or optional charges or income taxes payable by any unitholder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently and
past performance may not be repeated. Distributions are not guaranteed and are subject to change and/or elimination. For a summary of the risks of an investment in
BMO Mutual Funds, please see the specific risks set out in the prospectus. BMO Mutual Funds are managed by BMO Investments Inc., which is an investment fund
manager and a separate legal entity from Bank of Montreal. ®/™Registered trade-marks/trade-mark of Bank of Montreal, used under licence.
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