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YTD ETF Performance & Flows 

It has been a record-year so far for ETFs. The ability to access exposures effectively and cost efficiently has resonated with investors. Increased volatility 

does lead to increased ETF trading. On the equity side, the last few months have been very strong. Investors are gravitating to beta exposures since the 

sell off, such as the BMO S&P 500 Index ETF (ticker: ZSP), the BMO S&P/TSX Capped Composite Index ETF (ticker: ZCN) and the BMO MSCI EAFE Index 

ETF (ticker: ZEA). Smart beta (factor investing) has also been very popular, especially Quality and Low Volatility that allow investors to tilt their exposures 

around beta. And derivatives strategies such as our covered call ETFs and our Premium Yield ETF (ticker: ZPAY) have also been popular as they provide 

the ability to earn defensive, tax efficient income. In fixed income, we witnessed ETFs act as a liquidity vehicle when the underlying market went no-bid, 

and fixed income ETFs became a true proxy for the underlying market. 

  

ESG Products in Canada 

ESG is something every firm must think about now; whether it is the quality in procedures for existing funds, or launching ESG specific products. We are 

starting to see the dollars flow into ESG products as investors and institutions are rewarding ESG companies. We think there is going to be a new factor 

premium associated with ESG investing as ESG is beginning to prove it is an alpha driver. BMO is a leader in the ESG space. We have a Responsible 

Investing Team, a recently launched broad suite of ESG ETFs and we are now integrating ESG in our more traditional products, such as the BMO Global 

High Dividend Covered Call ETF (ticker: ZWG) which is a global covered call ETF with an ESG overlay. The BMO Balanced ESG ETF (ticker: ZESG) is our 

balanced ESG solution, with ESG equity and fixed income wrapped into one ETF which is interesting for someone who wants a one-ticket solution. This is 

definitly a segment of the market where investors should really be paying attention now.  

 

Canadian Equity 

Clients are looking at asset classes that underperformed or have not recovered to the full extent yet. Canada is coming up on this screen; it has 

underperformed the US and Europe since March. Investors are wondering how much runway is left in US equities, and investors may want to round out 

their regional exposures. One area of Canada that has seen a lot of flows is Financials, and the Canada banks are still yielding around 5.4% which is 

attractive. The BMO Equal Weight Banks Index ETF (ticker: ZEB) or the BMO Covered Call Canadian Banks ETF (ticker: ZWB) have been seeing flows 

over the last few months. Also, Canada has done a way better job at containing the virus than the US, and this is supportive of the Canadian economy 

recovering as well. 

 

Government Bond ETFs 

When buying government bonds using an ETF, the cost savings is less pronounced than buying corporates. However, you are still benefitting from the 

portfolio construction advantages of an ETF.  Investors don’t have to worry about duration management, laddering a curve, or rebalancing as this is all 

taken care of within the ETF. This makes the investment process more efficient. We have seen significant flows going into government bond ETFs 

recently, which is the classic flight to quality trade. For example, the BMO Government Bond Index ETF (ticker: ZGB) has been popular recently and 

we’ve seen flows from both retail and institutional investors.



 

 

Factor Update 

Quality ETFs have really outperformed, but we have seen some underperformance in Low Volatility during the recent few months. Low Vol will 

provide protection against a second wave in corona virus, which is especially something to consider given how poorly the US is doing stop the 

virus from spreading. Low Vol is designed to perform well in times of market stress. In Canada Low Vol provides long term market growth and is 

underweight cyclical sectors. It still provides a defensive tilt, and given we are not out of the woods it still plays a role in the portfolio.  

 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Any statement that necessarily depends on future events may be a forward-looking statement. Forward-looking statements 
are not guarantees of performance. They involve risks, uncertainties and assumptions. Although such statements are based 
on assumptions that are believed to be reasonable, there can be no assurance that actual results will not differ materially 
from expectations. Investors are cautioned not to rely unduly on any forward-looking statements. In connection with any 
forward-looking statements, investors should carefully consider the areas of risk described in the most recent simplified 
prospectus. 
 
The viewpoints expressed by the Portfolio Manager represents their assessment of the markets at the time of publication. 
Those views are subject to change without notice at any time without any kind of notice. 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 guarantee of future results.  The statistics in this update are based on 
information believed to be reliable but not guaranteed.  This communication is intended for informational purposes only. 
 
This article is for information purposes. The information contained herein is not, and should not be construed as, investment, 
tax or legal 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 BMO ETFs or securities referred to herein are not sponsored, endorsed or promoted by MSCI Inc. (“MSCI”), and MSCI 
bears no liability with respect to any such BMO ETFs or securities or any index on which such BMO ETFs or securities are 
based. The prospectus of the BMO ETFs contains a more detailed description of the limited relationship MSCI has with BMO 
Asset Management Inc. and any related BMO ETFs. 
 
Commissions, management fees and expenses (if any) all may be associated with investments in exchange traded funds. 
Please read the ETF Facts or prospectus before investing. Exchange traded funds are not guaranteed, their values change 
frequently and past performance may not be repeated. 
 
For a summary of the risks of an investment in the BMO ETFs, please see the specific risks set out in the prospectus.  BMO 
ETFs and ETF series trade like stocks, fluctuate in market value and may trade at a discount to their net asset value, which 
may increase the risk of loss. Distributions are not guaranteed and are subject to change and/or elimination. 
 
BMO ETFs are managed by BMO Asset Management Inc., which is an investment fund manager and a portfolio manager, 
and a separate legal entity from Bank of Montreal. 
 
®/™Registered trade-marks/trade-mark of Bank of Montreal, used under licence. 


