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Major Indices Price % Performance 

Index 1M YTD 6M 12M 

S&P/TSX -29.5 -26.3 -25.6 -21.8 

S&P/TSX 60 -27.3 -23.9 -23.6 -19.2 

S&P/TSX Small Cap* -46.0 -46.3 -45.7 -45.5 

S&P 500 -26.7 -24.2 -18.2 -12.5 

DJ Industrial Average -28.6 -27.4 -23.1 -18.9 

NASDAQ Composite -22.5 -17.3 -8.6 -2.9 

MSCI EAFE* -30.1 -29.2 -26.2 -22.9 

MSCI Emerging Mkt* -26.8 -27.3 -22.0 -22.5 

MSCI EMEA* -30.2 -31.4 -29.3 -28.1 

MSCI Europe* -32.2 -30.9 -28.0 -24.2 

Source: BMO Capital Markets Investment Strategy, FactSet. 

Performance figures reflect close prices as of 3/24/2020 

* Performance reflect close prices 3/23/2020 
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Canadian Strategy Snapshot 

COVID-19 Positioning and the Expected Canadian Recovery 

Three Rational Canadian Scenarios to Cope With the Irrational and Unknown 

The coronavirus (COVID-19 virus) crisis and the adjacent fear generated by its human tragedy have produced collateral economic and 

societal anxiety that is unprecedented to say the least. Furthermore, there is no denying the collapse of oil prices and the indefinite 

shutdown of the global economy have positioned Canadian economic and stock market forecasts with nearly impossible levels of 

uncertainty. As such, we believe traditional fundamental forecasting methods including, but not limited to, dividend discount, 

valuation reversion, and economic regression models are likely to be poor guideposts over the near term. Therefore, we believe it is 

prudent to suspend our CY2020 S&P/TSX price and earnings targets and shift to a rolling 12-month forward model. As markets 

become more rational, we believe the efficacy of point-in-time forecasts will follow suit. This malaise and anxiety will dissipate. 

When it does, there is no reason to believe that Canadian stocks will not return to fundamentals and see similar daily upside moves 

relative to the exacerbated weakness of the past few weeks. 

 

Main Points: 

 Three Scenarios for Canadian Stocks 

1) COVID-19 Case: Next 1-3 months – Defense and COVID-19-centric Themes 

2) Base Case: Next 12-18 months – Rebound and Canada’s Role in the Recovery 

3) Secular Case: Next 3-5 Years – Early Stages of Global Re-synchronization 

 

 Transitioning Targets to 12-month Rolling – Staying the course and NOT panicking 

 S&P/TSX Price Target: 18,200; EPS: $1,020 

 Suspending CY2020 S&P/TSX Price and Earnings Targets 

 CY2020 targets will carry more merit in our view once the bottom and recovery take shape 
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COVID-19 Positioning and Canada’s Role in the Recovery 

COVID-19 Case – Time Frame: Next 1-3 Months 

Bottom Line: The Virus That Killed the Bull Market & Suspending Our CY2020 S&P/TSX Targets 

The coronavirus (COVID-19 virus) crisis and the adjacent fear generated by its human tragedy have generated collateral economic and societal anxiety that is unprecedented to say the least. 

Furthermore, there is no denying the collapse of oil prices and the indefinite shutdown of the global economy have positioned Canadian economic and stock market forecasts with nearly 

impossible levels of uncertainty. As such, we believe traditional fundamental forecasting methods including, but not limited to, dividend discount, valuation reversion, and economic 

regression models are likely to be poor guideposts over the near term. Therefore, we believe it is prudent to suspend our CY2020 S&P/TSX price and earnings targets and shift to a rolling 12-

month forward model. As markets become more rational, we believe the efficacy of point-in-time forecasts will follow suit. This malaise and anxiety will dissipate. When it does, there is no 

reason to believe that Canadian stocks will not return to fundamentals and see similar daily upside moves relative to the exacerbated weakness of the past few weeks. Therefore, our new 

rolling targets will provide us with flexibility to adjust as necessary during these fast-moving markets while also providing timely insight as it relates to our market outlook. With that being 

said, we are maintaining our previous levels for both forecasts – 18,200 for price and $1,020 for EPS for the next 12 months. 

Strategy: Defense & COVID-19 Theme Related 

 Given the concentrated nature of the Canadian stock market, our more defensive and COVID-19-related strategy is generally sector agnostic. 

 Preferred positioning should be a mix of defense (Staples, REITs, and Utilities), and COVID19-related topical themes (Communication Services and Technology). 

 

Nineteen Coronavirus (COVID-19) Themed Stocks for Canadian Investors 
  
Ticker Company Price Rating 
AEM Agnico Eagle Mines Limited 64.23 OP 
AQN Algonquin Power & Utilities Corp. 15.24 OP 
ATD.B Alimentation Couche-Tard Inc. Class B 34.2 OP 
BCE BCE Inc. 50.85 OP 
BIP.UN Brookfield Infrastructure Partners L.P. 47 OP 
CP Canadian Pacific Railway Limited 299.55 OP 
CTC.A Canadian Tire Corporation, Limited Class A 83.8 Mkt 
DOL Dollarama Inc. 37.87 Mkt 
ENB Enbridge Inc. 39.37 OP 
HR.UN H&R Real Estate Investment Trust 8.16 OP 
L Loblaw Companies Limited 63.64 OP 
RCI.B Rogers Communications Inc. Class B 52.75 OP 
REI.UN RioCan Real Estate Investment Trust 14.7 OP 
RY Royal Bank of Canada 81.75 Mkt 
SAP Saputo Inc. 33.36 Mkt 
SHOP Shopify, Inc. Class A 628.4 NR 
T TELUS Corporation 20.48 Mkt 
TD Toronto-Dominion Bank 55.89 Mkt 
WCN Waste Connections, Inc. 109.34 OP 
Source: Factset, BMO Investment Strategy Group  
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Investment Strategy Base Case – Time Frame: Next 12 Months 

Bottom Line: Prepare for the Recovery – Because It Is Coming With a Vengeance 

Traditionally, Canadian equities tend to exhibit a “delayed effect” during sharp corrections and/or bear markets with respect to their relative performance to the U.S. Not this time around. In 

fact, the TSX has mostly been following lock step with the SPX as the COVID-19 crisis has accelerated. We believe this not only accentuates Canada’s fundamental relationship with the U.S., 

but also speaks to the emotional and excessive anxiety-laden investment atmosphere. However, this too shall pass, and when it does, there is no reason to believe that Canadian stocks will 

not follow their U.S. neighbour to the south and see similar daily upside moves relative to the exacerbating weakness of the past few weeks. While unprecedented monetary and fiscal policy 

is unlikely to secure the market’s bottom, there is no denying the massive fuel that both will provide the eventual recovery. As such, we remain optimistic over the longer term and believe 

Canadian equities are likely to follow the U.S. blueprint, particularly those companies levered to U.S. growth (as America goes, so goes Canada). Admittedly, the pushback to own Canadian 

stocks is loud and clear while polling consensus = “Canada is not open for business.” We beg to differ. As such, we stand behind our 12-month price target of 18,200 on earnings of $1,020. 

Strategy: Canada = A Backdoor Value Proposition to Own the U.S. 

 We continue to believe the strength and stability of current and future cash flow and earnings power will come from companies whose primary or incremental growth is coming 

from or geared toward the U.S. 

 While a cyclical rebound will likely be powerful, quality measures such as operating performance and earnings stability should be a primary area of focus within areas like 

Industrials, Energy, and Materials. 

 Lower interest rates will undoubtedly help REITs and Utilities, while forcing positions within Financials to be more concentrated (within the big players). As a result, we are 

neutralizing our positioning within Utilities to Market Weight from Underweight. 

 Energy Overweight? Yes. We are an embargo or V-shaped recovery away from a massive rally. Furthermore, our preferred positions employ very concentrated and high-tracking 

error positioning to pipes and integrated oil (yield and cash flow). 

 Neutralizing position in Utilities (from Underweight) due to excessively low interest rates.  

 

Sector  Opinion %Weight Theme 

Communication Services OW 7.5% Yield, content and cash flow; work from home is a major positive 

Consumer Discretionary MW 3.5% Staples-oriented retail and lifestyle 

Consumer Staples MW 5% Discretionary retail 

Energy OW 13% Focus on yield and cash flow only; languishing underlying commodity likely to persist 

Financials OW 31% Multi-divisional; biggest of the big – especially those focused on the U.S. – are best positioned 

Health Care UW 0% Prefer U.S. 

Industrials MW 12% Will benefit from a cyclical recovery, but stick with high quality 

Information Technology MW 7.5% On-line shopping has become a necessity; wireless and broadband budgets to explode 

Materials MW 13% Stay diversified; rebound for metals is coming, but focus on quality 

Real Estate OW 3.5% Yield and cash flow; lower-for-longer interest rates to provide support 

Utilities MW 5% Yield and stability of dividend; lower-for-longer interest rates to provide support 

Source: BMO Investment Strategy Group 
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Investment Strategy Secular Case – Time Frame: 3-5 Years 

Bottom Line: Still Waiting for Early Stages of Global Re-synchronization 

Canada’s surprise stock market performance in 2019 – especially relative to other developed markets (ex-U.S.) awakened many investors to Canada for the first time in several years, based 

on our client interactions. Unfortunately, COVID-19, the oil shock, and a nasty bear market have caused a reset in Canada – not unlike other developed markets. As the recovery unfolds, we 

continue to believe it will follow alongside the U.S. – perhaps not to the same magnitude, but at least attempt to mirror the U.S. nonetheless. The $64,000 question is when will Canada once 

again enjoy the spoils of global synchronized growth? That remains to be seen in our view. Undoubtedly, resources and energy will have their heyday again – as early as within the next 3-5 

years – and yes – Canada will be among the leaders with respect to developed market equites – even outpacing the U.S. at some point. In the meantime, investors should take solace in the 

fact that Financials are in the best credit and balance sheet condition in several generations. Another major positive in our view is the increased diversification within the index. Yes, the Big 3 

sectors (Financials, Energy, and Materials) receive much of the limelight and scorn. However, the growing importance of Communication Services and Technology are bearing fruit – especially 

when examining the Technology sector weight within the TSX. While naysayers would say that the index weighting within Technology is primarily one stock – and yes – we have seen that 

party before in Canada – the interrelation of Communication Services, Technology, and even Consumer Discretionary cannot be discounted. Be patient – oil and gold will come back. In the 

meantime, enjoy those companies levered to U.S. growth and prepare for global markets and commodities to regain their footing. 

 

Select Themes/Subjects to Consider Heading Into the Next 3-5 Years 

Theme/Subject By-product Question 

The Mobile Worker Broadband and wireless capacity? New technology and communications equipment? 

Social Distancing 
Do office spaces change back from open concepts to offices again? What happens to restaurant spacing and service providers? New 

regulations? 

Energy Acceptance of the Range, Cost Management, M&A? 

U.S. Secular Growth Cross-border M&A or renewed innovation in Canada (especially Technology) 

Re-Thinking Supply Chains Railroads; increased domestic production? 

Buybacks and Dividends 
Low interest rates have historically fueled both dividends and buybacks. But will shareholder and public fallouts force legislation 

against buybacks? 
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IMPORTANT DISCLOSURES

Analyst's Certification

We, Brian G. Belski and Ryan Bohren, hereby certify that the views expressed in this report accurately reflect our personal views about the
subject securities or issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and
their affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in
generating new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service
to clients.

Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Limited are not registered as research analysts with FINRA. These
analysts may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the FINRA Rule 2241 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosures

For Important Disclosures on the stocks discussed in this report, please go to https://researchglobal0.bmocapitalmarkets.com/public-disclosure/.

Distribution of Ratings (March 23, 2020)

Rating category BMO rating BMOCM US
Universe*

BMOCM US IB
Clients**

BMOCM US IB
Clients***

BMOCM
Universe****

BMOCM IB
Clients*****

StarMine
Universe~

Buy Outperform 44.3 % 26.2 % 53.9 % 45.6 % 54.5 % 57.7%

Hold Market Perform 52.0 % 18.0 % 43.5 % 51.1 % 44.4 % 37.5%

Sell Underperform 3.7 % 15.0 % 2.6 % 3.1 % 1.1 % 4.8%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services
as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking
services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services
as percentage of Investment Banking clients.
~ As of April 1, 2019.

Ratings Key (as of October 2016)

We use the following ratings system definitions:
OP = Outperform - Forecast to outperform the analyst’s coverage universe on a total return basis;
Mkt = Market Perform - Forecast to perform roughly in line with the analyst’s coverage universe on a total return basis;
Und = Underperform - Forecast to underperform the analyst’s coverage universe on a total return basis;
(S) = Speculative investment;
Spd = Suspended - Coverage and rating suspended until coverage is reinstated;
NR = No Rated - No rating at this time; and
R = Restricted - Dissemination of research is currently restricted.

BMO Capital Markets' seven Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Cap, CDN Small Cap, US
Large Cap, US Small Cap, Income, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Rating System

(April 2013 - October 2016)
http://researchglobal.bmocapitalmarkets.com/documents/2013/rating_key_2013_to_2016.pdf

(January 2010 - April 2013)
http://researchglobal.bmocapitalmarkets.com/documents/2013/prior_rating_system.pdf

Other Important Disclosures
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For Important Disclosures on the stocks discussed in this report, please go to https://researchglobal0.bmocapitalmarkets.com/public-disclosure/
or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital Markets, 1
First Canadian Place, Toronto, Ontario, M5X 1H3.

Dissemination of Research

Dissemination of BMO Capital Markets Equity Research is available via our website https://researchglobal0.bmocapitalmarkets.com/ Institutional
clients may also receive our research via Thomson Reuters, Bloomberg, FactSet, and Capital IQ. Research reports and other commentary are
required to be simultaneously disseminated internally and externally to our clients. Research coverage of licensed cannabis producers and other
cannabis-related companies is made available only to eligible approved North American, Australian, and EU-based BMO Nesbitt Burns Inc., BMO
Capital Markets Limited, and BMO Capital Markets Corp. clients via email, our website and select third party platforms.

~ Research distribution and approval times are provided on the cover of each report. Times are approximations as system and distribution
processes are not exact and can vary based on the sender and recipients’ services. Unless otherwise noted, times are Eastern Standard and
when two times are provided, the approval time precedes the distribution time.

BMO Capital Markets may use proprietary models in the preparation of reports. Material information about such models may be obtained by
contacting the research analyst directly. There is no planned frequency of updates to this report.

For recommendations disseminated during the preceding 12-month period, please visit: https://researchglobal0.bmocapitalmarkets.com/public-
disclosure/.

General Disclaimer

"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal
and its subsidiaries BMO Nesbitt Burns Inc., BMO Capital Markets Limited in the U.K., Bank of Montreal Europe Plc in Ireland and BMO Capital
Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Limited, Bank of Montreal Europe Plc and BMO Capital Markets Corp are
affiliates. Bank of Montreal or its subsidiaries ("BMO Financial Group") has lending arrangements with, or provide other remunerated services
to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to ensure that the contents
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and complete.
However, BMO Capital Markets makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any
errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report. The information in this report
is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not be construed
as advice designed to meet the particular investment needs of any investor. Nothing herein constitutes any investment, legal, tax or other
advice nor is it to be relied on in any investment or decision. If you are in doubt about any of the contents of this document, the reader should
obtain independent professional advice. This material is for information purposes only and is not an offer to sell or the solicitation of an offer
to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on
a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long or short position in many of the securities
discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO
Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or
sell securities of issuers discussed herein.

Additional Matters

This report is directed only at entities or persons in jurisdictions or countries where access to and use of the information is not contrary to local
laws or regulations. Its contents have not been reviewed by any regulatory authority. BMO Capital Markets does not represent that this report
may be lawfully distributed or that any financial products may be lawfully offered or dealt with, in compliance with regulatory requirements in
other jurisdictions, or pursuant to an exemption available thereunder.

To Australian residents: BMO Capital Markets Limited is exempt from the requirement to hold an Australian financial services licence under the
Corporations Act and is regulated by the UK Financial Conduct Authority under UK laws, which differ from Australian laws. This document is
only intended for wholesale clients (as defined in the Corporations Act 2001) and Eligible Counterparties or Professional Clients (as defined in
Annex II to MiFID II).

To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report to Canadian residents and accepts responsibility for the contents herein
subject to the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should
do so through BMO Nesbitt Burns Inc.

The following applies if this research was prepared in whole or in part by Colin Hamilton, Alexander Pearce, David Round or Edward Sterck: This
research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets Limited and distributed by
BMO Capital Markets Limited or Bank of Montreal Europe Plc and is subject to the regulations of the Financial Conduct Authority (FCA) in the United
Kingdom and the Central Bank of Ireland (CBI) in Ireland. FCA and CBI regulations require that a firm providing research disclose its ownership
interest in the issuer that is the subject of the research if it and its affiliates own 5% or more of the equity of the issuer. Canadian regulations
require that a firm providing research disclose its ownership interest in the issuer that is the subject of the research if it and its affiliates own
1% or more of the equity of the issuer that is the subject of the research. Therefore each of BMO Capital Markets Limited and Bank of Montreal
Europe Plc will disclose its and its affiliates’ ownership interest in the subject issuer only if such ownership exceeds 5% of the equity of the issuer.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and corporate

banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and commercial banking
clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank
N.A, (Member FDIC), Bank of Montreal Europe Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO

Capital Markets Corp. (Member FINRA and SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe
and Asia, Bank of Montreal Europe Plc in Europe, BMO Capital Markets Limited in the U.K. and Australia and BMO Advisors Private Limited in India.

“Nesbitt Burns” is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. “BMO Capital Markets” is a trademark
of Bank of Montreal, used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2020 BMO CAPITAL MARKETS CORP.

A member of 
 

To E.U. Residents: In an E.U. Member State this document is issued and distributed by Bank of Montreal Europe plc which is authorised and
regulated in Ireland and operates in the E.U. on a passported basis. This document is only intended for Eligible Counterparties or Professional
Clients, as defined in Annex II to “Markets in Financial Instruments Directive” 2014/65/EU (“MiFID II”).

Singapore: This disclaimer applies to research reports distributed by the Private Banking unit of Bank of Montreal, Singapore Branch ("BMO SG"),
an exempt financial adviser under the Financial Advisers Act (Cap. 110) of Singapore ("FAA") only. This research report is prepared by BMO Capital
Markets and distributed by BMO SG pursuant to an arrangement under regulation 32C of the Financial Advisers Regulations of Singapore. This
research report is distributed by BMO SG solely to persons who qualify as accredited investors as defined in the FAA only, and is not intended
for and may not be circulated to the general public. This report and any information contained in this report shall not be disclosed to any other
person. If you are not an accredited investor, please disregard this report. BMO SG does not accept legal responsibility for the contents of the
report. Recipients should contact BMO SG at 65-6535 2323 for matters arising from, or in connection with the report.

To U.S. Residents: BMO Capital Markets Corp. furnishes this report to U.S. residents and accepts responsibility for the contents herein, except to
the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed herein should
do so through BMO Capital Markets Corp.

To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial Conduct
Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to retail clients.

To Israeli residents: BMO Capital Markets is not licensed under the Israeli Law for the Regulation of Investment Advice, Investment Marketing
and Portfolio Management of 1995 (the "Advice Law") nor does it carry insurance as required thereunder. This document is to be distributed
solely to persons that are qualified clients (as defined under the Advice Law) and qualified investors under the Israeli Securities Law of 1968.
This document represents the analysis of the analyst but there is no assurance that any assumption or estimation will materialize.

These documents are provided to you on the express understanding that they must be held in complete confidence and not republished,
retransmitted, distributed, disclosed, or otherwise made available, in whole or in part, directly or indirectly, in hard or soft copy, through any
means, to any person, except with the prior written consent of BMO Capital Markets.

Click here for data vendor disclosures when referenced within a BMO Capital Markets research document.
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