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Key Takeaways
× European exchange-traded funds closed 2020 breaking through the EUR 1 trillion barrier in assets.
× Inflows in the fourth quarter amounted to EUR 44.4 billion, pushing the total for the year to EUR 102.7
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billion. This was the second year in a row of flows over the EUR 100 billion mark.
× Environmental, social, and governance ETFs were the big winners in the fourth quarter, netting EUR 20.8

billion of inflows. Assets in 2020 grew by a massive 137% from 2019 to EUR 90.4 billion and already
account for 8.6% of assets in ETFs in Europe.
× Flows into equity ETFs accelerated strongly in the fourth quarter to EUR 38.3 billion and totalled EUR

53.3 billion in 2020. Assets in equity ETFs in 2020 amounted to EUR 637.5 billion, up 12.2% from 2019.
× Bond ETFs netted EUR 9.7 billion in the fourth quarter and EUR 36.9 billion in 2020. Assets in bond ETFs

in 2020 grew to EUR 268 billion, up 14.9% from 2019.
Executive Summary
The European ETF market—inclusive of exchange-traded commodities—closed 2020 on a high,
attracting EUR 44.4 billion of inflows in the fourth quarter. This was strongly up from EUR 29.1 billion in
the third quarter and just shy of hitting a new quarterly record. After a disappointing start to the year
when financial markets went into panic mode as the coronavirus pandemic took hold, the story of 2020
has been one of investors eager to put their cash to work. European ETFs gathered EUR 102.7 billion of
flows in 2020, slightly down from the record-high EUR 105.7 billion in 2019.
Assets under management grew by 11% over the quarter to EUR 1.05 trillion. This is a major milestone
for an industry that is only two decades old in Europe and will surely make plenty of headlines to
highlight the growing appeal of low-cost passive investing. In fact, assets in ETFs in Europe have
doubled in the last five years and the outlook remains positive overall.
ESG ETFs were the big winners in the fourth quarter, attracting EUR 20.8 billion of inflows, up from EUR
9.5 billion in the third quarter. This accounted for 47% of total money into ETFs in the fourth quarter.
Assets in ESG ETFs at the end of 2020 amounted to EUR 90.4 billion, a staggering 137% increase from
EUR 38 billion in 2019.
In terms of broad asset class, equity ETFs took the lion's share of flows in the fourth quarter, netting EUR
38.3 billion, more than doubling the EUR 17.2 billion of the third quarter. Assets in equity ETFs closed the
year at EUR 673.5 billion and represent 64% of all assets invested in ETFs in Europe. Meanwhile, bond
ETFs gathered EUR 9.7 billion of inflows in the fourth quarter while assets grew to EUR 268 billion.
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Exhibit 1 Europe ETF Market Quarterly Net Flows (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020.

Exhibit 2 Europe ETF Market Quarterly Assets Under Management (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020
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Flows by Main Asset Class
Exhibit 3 Europe ETF Net Flows and Assets Under Management by Broad Asset Class (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020

The year 2020 was the second year in a row of inflows over EUR 100 billion for the European ETF market.
Equity ETFs regained the top spot in 2020, with EUR 53.3 billion of flows, up from EUR 45.5 billion in
2019. Bond ETFs, which topped the flows league in 2019 with EUR 53.4 billion, continued to attract
investor interest in 2020, albeit at lower levels, netting EUR 36.9 billion.
Assets in equity ETFs grew 12.2% in 2020 to EUR 673.5 billion and account for 64% of total assets
invested in ETFs in Europe. Meanwhile, assets in bond ETFs grew by 14.9% in 2020 to EUR 268 billion
and account for 25% of total assets.
Exhibit 4 Europe ETF Net Flows and Assets Under Management by Broad Asset Class (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020
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Equity
Exhibit 5 Equity ETF Net Flows by Morningstar Category (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020

Investors showed a clear preference for equity in the fourth quarter of 2020, pouring EUR 38.3 billion, up
from EUR 17.2 billion in the third quarter. The last months of the year—particularly December—were
filled with good news about the approval and roll-out of COVID-19 vaccines, and this supported an
overall risk-on sentiment that favoured equity markets.
Still, the breakdown of flows by categories shows a preference for broad market exposures, both in
developed and emerging markets. US large-cap blend equities, which include ETFs tracking indexes
such as the S&P 500 and MSCI USA, did well overall with inflows of EUR 3 billion in the fourth quarter.
However, several funds in this category saw outflows and ranked among the bottom 10 equity ETFs in
flow terms in the quarter.
By contrast, eurozone equity categories did not fare well. Reasons for this are varied; for example, the
eurozone was slower approving the COVID-19 vaccines, and the end of the year also saw most eurozone
countries—including Germany—re-impose strict lockdown measures to fight the pandemic.
Exhibit 6 Equity ETF Net Flows by Fund (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020
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Fixed Income
Exhibit 7 Fixed-Income ETF Net Flows by Morningstar Category (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020

Bond ETFs attracted EUR 9.7 billion of inflows in the fourth quarter, broadly matching the flows of the
third quarter. Total flows for 2020 amounted to EUR 36.9 billion. This was down from EUR 53.4 billion in
2019 when, for the first time, flows into fixed-income ETFs surpassed those into equity ETFs in Europe.
Despite the annual drop in flows, 2020 has been heralded as the year when bond ETFs proved their
worth as sources of liquidity and tools for price discovery. The way that bond ETFs behaved during the
March/April liquidity crisis provided answers to outstanding questions about the validity of the ETF
wrapper to invest in fixed-income markets, and this should provide a boost in their usage.
In terms of categories, as was the case in the third quarter, investors looked beyond developed bond
markets for opportunities. Chinese yuan-denominated bonds and broad emerging-markets bonds
attracted healthy inflows. There was also evidence of investors taking precautionary positions against
inflation risks, with two US Treasury Inflation-Protected Securities ETFs in the list of top 10 flowgathering funds in the quarter.

Exhibit 8 Fixed-Income ETF Net Flows by Fund (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020
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ESG
Exhibit 9 European ESG ETF Flows and Assets Under Management (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020

ESG ETFs were the big winners of the fourth quarter, with inflows of EUR 20.8 billion, more than double
the EUR 9.5 billion of the third quarter. More so, flows into ESG ETFs accounted for almost half of the
total flows for the European ETF market in the quarter. Most money went into equity ESG ETFs, which
remain the dominant asset class in terms of product offering and which account for 84% of total assets
in ESG ETFs in Europe. Bond ESG ETFs gathered EUR 3.7 billion of flows, up from EUR 1.9 billion in the
third quarter.
Assets in ESG ETFs closed 2020 at EUR 90.4 billion, up from EUR 63.7 billion in the third quarter and a
staggering 137% increase from 2019. Assets in ESG ETFs already account for 8.6% of total assets in ETFs
in Europe, up from 4.2% in 2019. The trend in favour of sustainable investment has been building for
some years; the COVID-19 pandemic has provided a key boost. ESG remains a top priority for most ETF
providers in terms of product development for 2021.
Exhibit 10 Europe ESG ETF Assets Under Management (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020
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Strategic Beta
Exhibit 11 European Strategic-Beta ETF Flows and Assets Under Management (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020

Flows into strategic-beta ETFs in the fourth quarter totalled EUR 6.3 billion. This more than offset the
outflows experienced in the previous three quarters. Investors showed a clear preference for value
strategies, which gathered EUR 3.3 billion.
Assets in strategic-beta ETFs grew to EUR 72.3 billion from EUR 60.3 billion in the third quarter and
represent shy of 7% of total assets in ETFs in Europe. Compared with 2019, assets were unchanged.
However, this belies a story of steady recovery from the low point of the first quarter of 2020 when
valuations of dividend strategies, by far the largest grouping in the strategic-beta universe in Europe,
were hard hit by the turmoil in financial markets.
Exhibit 12 European Strategic-Beta ETF Flows and Assets Under Management (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020
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Thematic
Exhibit 12 European Thematic ETF Flows (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020.

Thematic ETFs attracted a record EUR 9.5 billion of inflows across the year. In the fourth quarter alone,
they scooped up EUR 4.1 billion, strongly up from EUR 2.3 in the third quarter. Assets in thematic ETFs
closed 2020 at an all-time high of EUR 22.7 billion.
Alternative energy funds have been very popular. The iShares Global Clean Energy ETF alone took EUR
1.6 billion of flows in the fourth quarter. The disruptive volatility experienced in the oil markets over the
year, the outcome of the US election, and other pro-environmental global political developments have
led many to seek alternatives to traditional fossil-fuel investments. This is a trend expected to continue
in 2021.
The fourth quarter also saw the entrance of global thematic ETF specialist Global X into the European ETF
market.
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Provider League Table
Exhibit 13 Top 20 European Providers (Ranked by Assets Under Management) (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020

Page 10 of 12

Morningstar Direct European ETF Asset Flows Update—Q4 2020 | January 2021

Exhibit 14 Top 20 European Providers (Ranked by Assets Under Management) (EUR, Billion)

Source: Morningstar Direct. Data as of 31/12/2020

IShares topped the flows league in the fourth quarter with EUR 22.3 billion, up from EUR 10.4 billion in
the third quarter. It also topped the flows league for the year with EUR 51.1 billion. The provider retains
an unassailable share of 44.3% of the European ETF marketplace and in 2020 benefitted from flows into
its expanding suite of ESG products.
Xtrackers consolidated its position as second-largest ETF provider in Europe with a market share of 11%,
up from 10.6% in 2019. Lyxor, although retaining the third spot in the provider league table, saw its
market share fall to 7.3% from 8.1% in 2019. More so, it closes 2020 with renewed speculation that its
parent company, Societe Generale, is eyeing a potential sale. K
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Annex—New Launches in Q4 2020

Source: Morningstar Direct. Data as of 31/12/2020
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About Morningstar Manager Research
Morningstar Manager Research provides independent, fundamental analysis on managed investment
strategies. Analyst views are expressed in the form of Morningstar Analyst Ratings, which are derived
through research of five key pillars—Process, Performance, Parent, People, and Price. A global research
team issues detailed Analyst Reports on strategies that span vehicle, asset class, and geography.
Analyst Ratings are subjective in nature and should not be used as the sole basis for investment
decisions. An Analyst Rating is an opinion, not a statement of fact, and is not intended to be nor is a
guarantee of future performance.
About Morningstar Manager Research Services
Morningstar Manager Research Services combines the firm's fund research reports, ratings, software,
tools, and proprietary data with access to Morningstar's manager research analysts. It complements
internal due-diligence functions for institutions such as banks, wealth managers, insurers, sovereign
wealth funds, pensions, endowments, and foundations. Morningstar’s manager research analysts are
employed by various wholly owned subsidiaries of Morningstar, Inc. including but not limited to
Morningstar Research Services LLC (USA), Morningstar UK Ltd, and Morningstar Australasia Pty Ltd.
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