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CDN Strategy – S&P/TSX Targets 

S&P/TSX Price Target  

2024 Calendar Year End 23,500 

    S&P/TSX EPS Target  

2024 Calendar Year End $1,500 

    
Source: BMO Capital Markets Investment Strategy. 

 
 
 
 

CDN Strategy – Recommended S&P/TSX Sector 
Weightings 

Sector Opinion Tgt. Wgt. 

Communication Services OW 4.5% 

Consumer Discretionary OW 4.5% 

Consumer Staples UW 3.5% 

Energy MW 18.0% 

Financials OW 31.5% 

Health Care UW 0.0% 

Industrials UW 12.0% 

Information Technology OW 9.0% 

Materials MW 11.0% 

Real Estate MW 2.0% 

Utilities MW 4.0% 

Source: BMO Capital Markets Investment Strategy. 

OW: Overweight 
MW: Market Weight 
UW: Underweight 
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Canadian Strategy Snapshot 

Contrarian Positives Amid Canadian Equity Apathy 

Bottom Line 

While it is clear investors have been apathetic toward Canadian stocks especially when compared to their US counterparts, we 

believe negative equity flow headwinds will transpire into a clear contrarian positive in the second half of 2024. We believe this shift 

will be driven by foreign and domestic investors alike, demonstrating a renewed interest in Canadian equities given the increasing 

positive fundamental attributes of the overall North American equity markets. In fact, our works shows that not only were foreign 

investors record net sellers of Canadian equities in 2023, but domestic investors (both retail and institutional) slowed equity flows as 

they increased their overall cash positions. From our perspective, this proliferation of cash positions across the Canadian investor 

universe, coupled with record net foreign investor outflows, have been a key headwind for Canadian equity performance over the 

last year, and we believe will become a key tailwind when these trends stabilize and ultimately reverse. Indeed, our work shows the 

TSX can post some of its strongest absolute performance after troughs in net foreign flows and after troughs in broad trading 

volumes. As such, we believe as equity flows begin to stabilize, trading volumes (which decelerated sharply throughout 2023) will 

begin to increase which we believe will portend to above-average Canadian equity performance.  

Please see our 2024 Market Outlook for our fundamental view on Canadian Equities. 

 

Overview: 

 Foreign Outflows Reach Extreme in 2023 = Contrarian Positive for 2024 

 Investors Chasing Yield = Strong Cash Position for Retail Investors = Contrarian Positive for 2024 

 Institutional Cash Position and Depressed Volumes = Another Contrarian Positive for 2024 

 

 

Implementation Strategies:  Canadian focused portfolios that will benefit from broad multi-year normalization process. 

Canadian Small Cap portfolio 

Canadian Equity PLUS portfolio 

Canadian Ex Big Three portfolio 
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Foreign Outflows Reach Extreme in 2023 = Contrarian Positive for 2024

Foreign Outflows Have Been a Key Headwind, Returning Flows Will Be Key Tailwind 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Haver, Statistics Canada. 

Financials and the More Cyclical Sectors Tend to Outperform When Flows Are Improving 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Compustat, IBES. 

TSX Can Post Strong Performance After Foreign Flows Trough 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Compustat, IBES. 

Canadian equities saw the sharpest net foreign outflows on record, easily surpassing the 

2020 low. From our perspective, while this helps to explain much of the recent 

underperformance versus other global markets, we believe it is also a strong contrarian 

positive for 2024. In fact, our work has shown that once these headwinds subside, 

rebounding flows (even just a moderation of outflow pressure) can be a strong tailwind 

for TSX relative performance. Furthermore, looking at individual sector performance shows 

Energy, Financials and the more cyclical sectors tend to outperform when flows begin to 

improve from trough levels. As such, we believe troughing net foreign outflows from 

Canadian equities is a contrarian positive for the second half of 2024. 

 Troughs in net foreign investment in Canadian equities are highly correlated with 

troughs in S&P/TSX relative performance. 

 In fact, the TSX can post some of its strongest absolute performance after a trough in 

foreign equity flows and tends to post double-digit returns on average from the 

trough in foreign flows to the next peak. 

 According to our work, Consumer Discretionary, Energy, Financials, Industrials and 

Technology tend to outperform while foreign flows are rebounding. 
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Investors Chasing Yield = Strong Cash Position for Retail Investors = Contrarian Positive for 2024

Equity Earnings Yield Has Narrowed Sharply vs. ‘Risk-Free’ Assets 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Haver, Statistics Canada. 

Allocation to Money Market Funds Also on the Rise 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Haver, Statistics Canada. 

Household Cash Position Has Increased as Equity Yield Spread Compressed 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Haver, Statistics Canada. 

While net foreign outflows shoulder a significant amount of the blame for softer TSX 

performance versus other global markets, we have also seen a clear increase in cash 

preference among retail investors as the spread between the Equity earnings yield and 

GIC rates have compressed to multi-decade lows. Indeed, this has led to a nearly 4% 

increase in overall cash holdings of the household balance sheet since the beginning of 

2022. This represents over $270 billion increase in net cash over the last two years. From 

our perspective, this suggests retail investors have a strong cash position, and a mere 

stabilization of these cash weights should be a contrarian positive for equities in 2024. To 

be clear, this does not mean we expect cash levels to be drawn down, just a slowing of 

allocation should be supportive of other assets classes, namely equities. 

 On a purely yield basis, cash is now at the most attractive spread versus equities 

since 2000, with the spread between the S&P/TSX Earnings Yield and the 1-Year GIC 

rate at the narrowest level since 2000.  

 After a post-COVID-19 drawdown in cash, Canadian households have rebuilt their cash 

weight to the highest level since 2008.  

 Furthermore, money market mutual funds have grown 91% over the last two years 

as attractive yields have returned to the industry. 
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Institutional Cash Position and Depressed Volumes = Another Contrarian Positive for 2024 

Institutional Cash Position Is Elevated 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Haver, Statistics Canada. 

TSX Can Post Strong Returns Heading Out of Troughs in Trading Volumes 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Compustat, IBES. 

Canadian Equity Value Traded Decelerated Sharply in 2023, Rebound Should Be Positive 

for Equities 

 

Source: BMO Capital Markets Investment Strategy Group, FactSet, Haver, Statistics Canada.. 

In addition to net foreign equity outflows and slower retail inflows, institutional funds 

have also seen an increase in cash allocation by almost 1% over the last two years. From 

our perspective, the rise in cash positions across the Canadian investor universe and net 

foreign investor outflows have been a key headwind for Canadian equity performance 

over the last year, and we believe will become a key tailwind when these trends stabilize 

and ultimately reverse. In fact, trading volumes have decelerated sharply through 2023 as 

equity flows have eased. As such, we believe as equity flows begin to return, trading 

volumes will begin to increase which our work shows are highly correlated with 

improving equity performance. 

 Institutional non-money market mutual funds have grown their cash position 15% 

over the last two years and is now at the highest cash position in over five years. 

 Canadian equity value traded decelerated sharply in 2023 as domestic retail and 

institutional investors increased cash positions and foreign investors saw net 

outflows.  

 Our work shows troughs in trading volumes are highly correlated with troughs in 

equity price performance. 
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Recent Canadian Strategy Research Reports 

 

 
 

 

Date Title 

Canadian Strategy Snapshots 

2/15/2024 Canadian Strategy Snapshot: Canadian YARP Opportunities 

2/7/2024 Canadian Strategy Snapshot: Our Overweight Canadian Consumer Discretionary 

1/11/2024 Canadian Strategy Snapshot: Strong Fourth Quarter Provides Hints for 2024 

12/13/2023 Canadian Strategy Snapshot: Notes From the Road – Canadian Year Ahead Edition 

10/30/2023 Canadian Strategy Snapshot: Canada Well Positioned for Normalization 

10/18/2023 Canadian Strategy Snapshot: Canadian Small Cap Opportunities 

10/12/2023 Canadian Strategy Snapshot: As Yield Advantage Fades Focus on Dividend Growth 

9/21/2023 Canadian Strategy Snapshot: Divergent Growth Outlook Is Oversold 

9/12/2023 Canadian Strategy Snapshot: Post Summer Performance Observations 

8/16/2023 Canadian Strategy Snapshot: Four Observations From Q2 Earnings Season 

8/10/2023 Canadian Strategy Snapshot: Cash Generation Key Source of Strength & Stability 

7/26/2023 Canadian Strategy Snapshot: The Canadian Value Proposition 

7/13/2023 Canadian Strategy Snapshot: Spotlight on Key Revision Trends in the TSX 

6/29/2023 Canadian Strategy Snapshot: 2023 Mid-Year Update for the TSX 

6/21/2023 Canadian Strategy Snapshot: Overweight Financials With Heightened Selectivity 

6/13/2023 Canadian Strategy Snapshot: Hidden Strength and Opportunities Within the TSX 

6/5/2023 Canadian Strategy Snapshot: Upgrading Technology to Overweight 

5/17/2023 Canadian Strategy Snapshot: Factor Performance Observations of the TSX 

5/10/2023 Canadian Strategy Snapshot: Downgrading Consumer Staples to Underweight 

4/26/2023 Canadian Strategy Snapshot: Canadian GARP Opportunities 

4/19/2023 Canadian Strategy Snapshot: Three Sparsely Mentioned TSX Observations 

4/12/2023 Canadian Strategy Snapshot: Increasing Our Cyclical Tilt in Canadian Small Cap 

3/22/2023 Canadian Strategy Snapshot: Our Materials Weight Remains Focused on Gold 

3/14/2023 Canadian Strategy Snapshot: Highlights From Fourth-Quarter Earnings Season 

2/22/2023 Canadian Strategy Snapshot: Stable Cash Flow and Distribution Strategies 

2/9/2023 Canadian Strategy Snapshot: Technology Showing Signs of Fundamental Inflection 

Monthly Reports 

2/2/2024 Canadian Strategy: Canadian Chartbook – February 2024 

2/2/2024 Canadian Strategy - Canadian Factor Profiles – February 2024  

Investment Strategy Snapshots and Special Reports 

11/27/2023 2024 Market Outlook: The Year Ahead for the US and Canada 

US Strategy 

 Please call or e-mail us to be added to our standalone US Strategy research 
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) in the U.S., and the institutional broker dealer businesses of BMO Nesbitt Burns Inc. (Member Canadian Investment Regulatory Organization and 
Member Canadian Investor Protection Fund) in Canada and Asia, Bank of Montreal Europe p.l.c. (authorised and regulated by the Central Bank 
of Ireland) in Europe and BMO Capital Markets Limited (authorised and regulated by the Financial Conduct Authority) in the UK and Australia. 
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. The information in this report is based on general considerations and do not 
purport to meet the objectives or needs of specific recipients. 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. 
In furnishing this report, BMO Capital Markets intends to take advantage of the exemption from the principal and agency trading restrictions 
in Section 206(3) of the Investment Advisers Act of 1940 and Rule 206(3)-1 thereunder. Accordingly, recipients of this report are advised that 
BMO Capital Markets or its affiliates may act as principal for its own account or agent for another person in connection with the purchase or sale 
of any security mentioned in or the subject of this report. 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 and Bank of Montreal are exempt from the requirement to hold an Australian financial 
services licence under the Corporations Act in respect of financial services they provide to wholesale investors (as defined in the Corporations 
Act). BMO Capital Markets Limited is regulated by the UK Financial Conduct Authority under UK laws, and Bank of Montreal in Hong Kong is 
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regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission, which differ from Australia laws. This document is 
only intended for wholesale clients (as defined in the Corporations Act 2001), Eligible Counterparties or Professional Clients (as defined in Annex 
II to MiFID II) and Professional Investors (as defined in the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) 
Rules under the Securities and Futures Ordinance of Hong Kong).

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 or Raj Ray:
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.

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”).

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 Hong Kong Residents: In Hong Kong, this report is published and distributed by Bank of Montreal. Bank of Montreal (incorporated in Canada 
with limited liability) is an authorized institution under the Banking Ordinance and a registered institution with the Securities and Futures 
Commission (CE No. AAK809) to carry on Type 1 (dealing in securities) and Type 4 (advising in securities) regulated activities under the Securities 
and Futures Ordinance (Cap 571 of the Laws of Hong Kong). This report has not been reviewed or approved by any regulatory authority in Hong 
Kong. Accordingly this report must not be issued, circulated or distributed in Hong Kong other than (a) to professional investors as defined in 
the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) Rules under the Securities and Futures Ordinance of 
Hong Kong, or (b) in circumstances which do not result in or constitute an offer to the public in Hong Kong.

To Korean Residents: This report has been provided to you without charge for your convenience only. All information contained in this report is 
factual information and does not reflect any opinion or judgement of BMO Capital Markets. The information contained in this report should not 
be construed as offer, marketing, solicitation or investment advice with respect to financial investment products in this report.

To Japan Residents: This report has not been reviewed by any regulatory authority in Japan. This report is provided for information purposes only 
and it should not be construed as an offer to sell, a solicitation to buy, or a recommendation for any security, or as an offer to provide investment 
management or advisory or other services in Japan. Securities may not be offered or sold in Japan by means of this report or any other document 
other than to Qualified Financial Institutions within the meaning of item (i) of Article 17-3 of the Government Ordinance to enforce the Financial 
Instruments and Exchange Act (Kinyu Shohin Torihiki Ho Sekou Rei). Unless specified otherwise, the securities that may be offered to you are 
not and will not be registered in Japan pursuant to the Financial Instruments and Exchange Acts.

To Taiwanese Residents: This report is not intended to constitute investment advice nor a public offer for any investment products to investors 
in Taiwan. This report should only be accessed by investors in Taiwan that are qualified to invest in investment products pursuant to relevant 
Taiwanese laws and regulations, and subject to sales restrictions as set forth in the relevant Taiwanese laws and regulations. BMO Capital 
Markets has not and will not secure the required licenses in Taiwan for the offer of securities and investment services. Any offer of securities 
has not been and will not be registered or filed with or approved by the Financial Commission of Taiwan and/or other regulatory authority 
pursuant to relevant securities laws and regulations of Taiwan, and may not be issued, offered or sold within Taiwan through a public offering 
or in circumstances which constitute an offer that requires a registration, filing or approval of the Financial Supervisory Commission of Taiwan 
and/or other regulatory authority in Taiwan under relevant securities laws and regulations of Taiwan. No person or entity in Taiwan has been 
authorized to offer or sell the securities in Taiwan.

To Singapore Residents: This report is intended for general circulation and does not and is not intended to constitute the provision of financial 
advisory services, whether directly or indirectly, to persons in Singapore. You should seek advice from a financial adviser regarding the suitability 
of the investment products, taking into account your specific investment objectives, financial situation or particular needs before you make a 
commitment to purchase the investment product. This report has not been registered as a prospectus with the Monetary Authority of Singapore. 
Accordingly, it should not be circulated or distributed, nor may the securities described herein be offered or sold, or be made the subject of 
an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (a) to an institutional investor or a 
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relevant person as defined in and pursuant to and in accordance with the conditions of the relevant provisions of the Securities and Futures Act 
of Singapore or (b) otherwise pursuant to and in accordance with the conditions of, any other applicable provision of the SFA.

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.

For assistance with accessible formats of online content, please contact  research@bmo.com .

The recommendation contained in this report was produced at February 27, 2024, 11:19 ET. and disseminated at February 27, 2024, 11:19 ET.
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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 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 Bank N.A. (member FDIC), Bank of 
Montreal Europe p.l.c, and Bank of Montreal (China) Co. Ltd, the institutional broker dealer business of BMO Capital Markets Corp. (Member  FINRA  and  SIPC ) and the agency 
broker dealer business of Clearpool Execution Services, LLC (Member  FINRA  and  SIPC ) in the U.S., and the institutional broker dealer businesses of BMO Nesbitt Burns Inc. 
(Member Canadian Investment Regulatory Organization and Member Canadian Investor Protection Fund) in Canada and Asia, Bank of Montreal Europe p.l.c. (authorised and 
regulated by the Central Bank of Ireland) in Europe and BMO Capital Markets Limited (authorised and regulated by the Financial Conduct Authority) in the UK and Australia.

“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 2024 BMO CAPITAL MARKETS CORP.
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