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Clean Energy 

We recently launched our ZCLN - BMO Clean Energy Index ETF on Jan 20th 2021. Clean energy has been a popular theme and 

is recognized by the long-term investor for its potential for high returns. Since 2016 there has been 1 trillion in financing in 

wind and solar assets. However, in the last year there has been 500 Billion in financing where bonds have been earmarked 

for green projects which proves there has been a lot of momentum into clean energy and ESG investing now more than 

ever. The biggest investor in markets is the government and the government can really move markets. Moreover, people 

want the governments to pursue more of a clean energy agenda. We think that clean energy is a megatrend that is going 

to play out in the next 5 to 10 years. If you look at renewable electricity right now, its about 25% of the world’s electricity 

supply. The expectation is that renewable electricity is to go to 55% of the world’s supply by the year 2050.  

ZCLN is a global clean energy ETF with 78 holdings which includes large, mid and small capitalization companies across 

developed and emerging markets. ZCLN invests in 2 types of companies, Energy Renewable Producers (hydro solar and 

wind) and Equipment Providers that provide the technology (such as solar panels). We view ZCLN as a high return satellite 

position. 

ESG Fixed Income ETFs 

The Canadian industry is now over 1 Billion in ESG ETFs. We have started to see the flows amplify as investors increasingly 

align their financial outcomes with their ESG objectives. Companies issue debt more frequently than they do equity and 

more and more companies have been aligning their ESG priorities to their capital funding needs. In 2021 we are seeing a 

trend of green bond issuance in Canada and investors have been increasingly interested in pushing their ESG agenda. 

We look at ESG fixed income as a way to limit downside risk. If you look at companies with higher ESG scores, historically 

they have lower default and downgrade risk. When you think about it, using ESG fixed income ETFs is an easy way to add a 

quality tilt to your FI portfolio. Investors can reach their ESG objectives without having to sacrifice risk characteristics like 

yield, duration, credit quality or diversification.  At BMO we offer 3 different exposure types ESGB - BMO ESG Corporate 

Bond Index ETF, ESGF - BMO ESG US Corporate Bond Hedged to CAD Index ETF and  ESGH - BMO ESG High Yield US Corporate 

Bond Index ETF.  

BMO leverages the ESG experts at MSCI and we implement their ratings system into the index creation and the portfolio 

creation process. All securities within ESGB and ESGF have a minimum of a BBB credit ratings score excluding controversial 

sectors such as alcohol and gaming. We think it’s a great way to add quality to your portfolio with out giving up yield or 

return.  

 

 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZCLN#fundUrl=%2FfundProfile%2FZCLN
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ESGB#fundUrl=%2FfundProfile%2FESGB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ESGB#fundUrl=%2FfundProfile%2FESGB
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ESGF#fundUrl=%2FfundProfile%2FESGF
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ESGH!hash!holdings#fundUrl=%2FfundProfile%2FESGH%23holdings
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ESGH!hash!holdings#fundUrl=%2FfundProfile%2FESGH%23holdings
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Autonomous Technology  

ZAUT - BMO MSCI Tech & Industrial Innovation Index ETF is a megatrend ETF that was launched in Jan of 2021 and is a 

subtheme of our innovation suite. ZAUT is a great way to catch the ongoing themes we see in the news such as space 

travel. The holdings include industrial automation & manufacturing, autonomous vehicles, artificial intelligence, machine 

learning, and robotics. Technology-enabled innovation is accelerating faster than ever before. The industrial and 

manufacturing space, in particular, are capitalizing on major advances that range from 3D printing and drone deliveries to 

driverless cars, robots and space travel. Within the next 10 to 15 years there is potential for space tourism to pick up over 

time. Machine learning A.I, robotics, and vehicle automation is some of the highest weights within the ZAUT ETF portfolio.  

When constructing these innovation ETFs, we rely on MSCI. MSCI will look at market cap and innovation scores (innovation 

score X market cap) and weight them accordingly. The portfolio is self rebalanced, and you have less risk of having too 

much exposure to companies that aren’t performing. ZAUT is rated medium risk and has high return potential over longer 

periods of time. 

Canadian Housing and Mortgage Backed Securities 

Historically low interest rates have sent housing prices up and there has been significant upward pressure on homes in 

major cities. We are starting to see it cool a little bit. Historically a rising rate environment should naturally cool and bring 

down valuations/prices of some of these expensive homes in Canada.   

In the U.S Mortgage Backed Securities (MBS) are more speculative in nature vs Canada. Volatility in Canada cooling down 

has very little impact of the stability of our Canadian MBS. The MBS in Canada are NHA 5-year pools that are fixed and have 

to refinance over 5 years. All bonds purchased in the portfolio are fully insured by the CMHC. The holdings are 100% 

guaranteed by the government. Our view ZMBS - BMO Canadian MBS Index ETF will continue to be stable. For more 

information on ZMBS visit Mortgage-backed securities: Guaranteed by the Canadian government.  

 

https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZAUT#fundUrl=%2FfundProfile%2FZAUT
https://www.bmo.com/gam/ca/advisor/products/etfs?fundUrl=/fundProfile/ZMBS#fundUrl=%2FfundProfile%2FZMBS
https://bmogamhub.com/system/files/zmbs_sales_aid.pdf?file=1&type=node&id=96643


 

 

 

 

To listen to BMO ETF podcasts please visit bmoetfs.ca. 

BMO ETF podcasts are also available on 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, All returns and data points July, 2021. 

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. 

https://www.bmoetfs.ca/en/#current-podcasts
https://open.spotify.com/show/0r82489eCvVh1AyWPFQs43?si=syLQWRJrQAW3mjW5yabsEg
https://play.google.com/music/listen?u=0#/ps/Iuw4bvfln52t5vyvcea5phdnlmq

