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Invest in dividend growers

In recent years, inflation, heightened geopolitical tension, elevated interest
rates, and the possibility of a recession have all contributed to market ‘
volatility. One method to achieve a smoother ride? Investing in stable, - Potential capital appreciation
dividend-paying companies that have weathered different market cycles - Focus on Canadian equities
over the long term. '

Key features

- Steady cashflow

i+ Regqular and sustainable
The BMO AM Dividend Equity Portfolio does just that, focusing on investing dividend growth
in high-quality, sustainable businesses with safe and growing dividend :
streams.' Regardless of the momentum or sentiment that routinely sway markets,
our Fundamental Equities portfolio management team believes that fundamental
performance from individual securities is ultimately what drives returns over time.
Good corporate governance, financial management and earnings are the engine of
a company’s performance and represent the determinants of sustained business
success through economic cycles.

- Managed by BMO GAM'’s
Fundamental Equities Team

The 7 effective habits of dividend compounders

1. Build real competitive advantages that win profitable 5. Dare to take offensive risks at opportune moments
market share 6. Lead on product and service innovation in an effort to
2. Compete to be differentiated and build true customer value reduce disruption risks

3. Have loyal customers

. - . 7. Deploy capital in value-enhancing ways
4. Enjoy pricing power and recurring revenues ploy capitalin valu ing way

The portfolio managers believe that the companies selected for the BMO AM Dividend Equity Portfolio exemplify these traits.

Dividends are not guaranteed and may fluctuate. Past performance is not indicative of future results.
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Raising the bar for quality

“The goal of BMO GAM’s Fundamental Equities team is to identify businesses that can generate more predictable

cash flow streams, earn sustainably higher returns on capital, and create a variety of profitable growth avenues.”

’

- Lutz Zeitler, Head, Fundamental Equities

As the interest rate tide turns, now may be the time for dividend stocks

So far this year, there has been no shortage of
macroeconomic noise to distract investors. In fact, volatility
has been ripping though financial markets lately with many
parallels to 2020, including sharp upswings in commodity
pricing, heightened uncertainty over the timing and pace
of central bank policy, growing fears over the ultimate
economic landing, and enhanced bond yield volatility.

This has led to shifting investor attitudes towards risk,
sector leadership and stock positioning.

The rapid rise in interest rates over the past few years has
not been the friend of dividend-focused stocks. With the tide
turning on interest rates, the appeal for dividend-yielding
stocks is expected to improve.

That said, we need to stay focused on the stability and
growth of the dividends of our businesses—avoiding
investments in higher-yielding risky companies, and staying

focused on the ability of our companies to manage dividends
through business cycles and stay on course for value creation
for many years to come.

Dividend cuts are massive wealth-destroyers. What makes
a company more risky? Over the years we have come to
link higher-risk dividends with businesses having:

Poor customer value propositions, which led to zero

loyalty or pricing power

Thin and variable profit margins

High operating leverage business models

Too much debt, relative to the variability of revenues

and cash flows

Low free cashflow conversion ratios

Short-term-focused management teams

Poor capital allocation practices

Ongoing capital needs

Higher dividend payout ratios

A consistent and rigorous process for finding dividend growth

The process employed by BMO GAM’s Fundamental Equities team is predicated on four principles:

Long-term
value creation

(growth of the
dividend)

Risk
management

(the importance
of downside risk
protection)

Concentrated

portfolios
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BMO GAM Managed Account contacts

Western Canada Central Canada Eastern Canada
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Brent Chernenkoff Dimitri Mastoras Martin Lafrance
Director, Director, Vice President,
Western Region Central Region Eastern Region
778-330-7169 416-272-2720 438-864-1842
brent.chernenkoff@bmo.com dimitrios.mastoras@bmo.com martin.lafrance@bmo.com

Disclaimers:
Advisor Use Only

The viewpoints expressed by the author represents their assessment of the markets at the time of publication. Those views are subject to change without notice at any time. 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
quarantee of future results. This communication is intended for informational purposes only.

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. All
investinginvolves risk, including the potential loss of principal. Past performance is not a quarantee of future results.
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Certain statements included in this material constitute forward-looking statements, including, but not limited to, those identified by the expressions “expect”, “intend”, “will” and similar
expressions. The forward-looking statements are not historical facts but reflect BMO AM's current expectations regarding future results or events. These forward-looking statements are
subject to a number of risks and uncertainties that could cause actual results or events to differ materially from current expectations. Although BMO AM believes that the assumptions
inherent in the forward-looking statements are reasonable, forward-looking statements are not quarantees of future performance and, accordingly, readers are cautioned not to place undue
reliance on such statements due to the inherent uncertainty therein. BMO AM undertakes no obligation to update publicly or otherwise revise any forward-looking statement or information
whether as a result of new information, future events or other such factors which affect this information, except as required by law.
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All Rights Reserved. The information contained herein: (1) is confidential and proprietary to BMO Asset Management Inc. (“BMO AM"); (2) may not be reproduced or distributed without the
prior written consent of BMO AM; and (3) has been obtained from third party sources believed to be reliable but which have not been independently verified. BMO AM and its affiliates do
not accept any responsibility for any loss or damage that results from this information.

BMO Global Asset Management is a brand name under which BMO Asset Management Inc. and BMO Investments Inc. operate.
BMO Nesbitt Burns Inc. is a Member of the Canadian Investor Protection Fund. BMO Nesbitt Burns Inc. is a Member of the Canadian Investment Requlatory Organization.

“BMO (M-bar roundel symbol)” is a registered trademark of Bank of Montreal, used under licence.
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