
Net Flows to ETFs Were $3.9 Billion in February Due to Strong Demand

Description

Data from the National Bank of Canada show net flows of $3.9 billion to Canadian exchange-traded 
funds (ETFs) in February 2022. Despite the lower inflow compared with the $5 billion in January, it was
a good follow up to the strong start in 2022. According to the bank, rotation from growth into value is
happening at the stock market.

On the ETF side, energy, real estate, utilities, and healthcare are sectors that registered higher inflows.
Sectors like financial, material, and technology suffered redemptions. Because Canadian equity is
making a comeback, the summary report seems to suggest it could be a play on inflation, energy, and 
value.

The top three ETF providers with the highest market shares during the month were RBC iShares
(29.9%), BMO (27%), and Vanguard (12.1%). Market cap-weighted passive ETFs recorded the highest
inflows among all the categories. A total of 19 new ETFs also debuted in February 2022.

Top two clear favourites

National Bank’s report on Canadian ETF flows shows three clear favourites. BlackRock’s iShares 
S&P/TSX 60 Index ETF (TSX:XIU) and iShares Core S&P/TSX Capped Composite Index ETF (
TSX:XIC) occupy the top two spots.

XIU’s exposure is on large, established Canadian companies. Besides being one of the largest and
most liquid ETFs in Canada, it’s the first ETF in the world. The fund replicates the S&P/TSX 60 Index’s
performance to deliver long-term capital growth. This ETF has a medium-risk rating and has 60 stock
holdings in the basket.

Performance-wise, XIU is up by 1.33% year to date. At $32.74 per share, the dividend offer is 2.56%.
As of March 4, 2022, net assets stand at $12.39 billion. The funds exposure skews toward financials
(36.76%), energy (16.28%), and materials (11.15%). Big banks RBC (7.95%) and TD (7.25%) have the
most significant percentage weights.
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According to the asset manager, investing in XIC is like owning Canada’s entire stock market. The
investment objective is to seek long-term capital growth by replicating the performance of the S&P/TSX
Capped Composite Index. Like XIU, the risk rating of this ETF is medium.

If you invest today, the share price is $34.18 (+1.33% year to date), while the dividend yield is 2.43%.
The fund has 239 holdings with net assets worth $10.57 billion. XIC’s exposure breakdown is identical
with XIU. The top two holdings are RBC (6.3%) and TD (5.74%) too. For the last 20 years, the total
return is 455.5% (8.94% CAGR).

Third choice of investors

Horizons S&P/TSX 60 Index ETF (TSX:HXT) is the third choice of investors. The ETF’s benchmark is
the S&P/TSX 60 Index. It was designed to measure the performance of the said Index. The share price
is $51.55 (+1.36% year to date), while the dividend yield is 3%.  

HXT is smaller ($3.4 billion in net assets) than XIU and XIC, although the exposure breakdown or
index sector allocation is the same. Canada’s top two largest lenders are again the fund’s top two
holdings.

Geopolitical safe havens

There was $3.9 billion ETF inflows in February, and a staggering $8.9 billion inflows to Canadian ETFs
after two months (Jan. and Feb. 2022), which outpaced U.S. and international counterparts. Given the
surging demand for equity ETFs, does it mean they’re the new geopolitical safe havens? It’s possible.
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