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Morningstar Direct European ETF Asset Flows Update—Q3 2021 
 

Key Takeaways 

× The European exchange-traded fund market gathered EUR 32.6 billion of flows in the third quarter, a 

26% decrease from the second quarter. Still, flows in the first three quarters of 2021 already surpassed 

the total annual for 2020 and assets reached an all-time-high of EUR 1.3 trillion.  

× Investors broadly split their preferences between equity and fixed-income ETFs in the third quarter.    

× Flows into environmental, social, and governance ETFs amounted to EUR 13.8 billion, or 42.5% of all 

money invested in ETFs in the quarter. Assets grew by 11% to EUR 158.3 billion and represent 12.2% of 

total assets in ETFs in Europe.  

× Strategic-beta ETFs shed EUR 3.6 billion in the third quarter, mostly in value equity factor strategies. 

× Thematic ETFs gathered EUR 1.8 billion in flows, and assets went up slightly to EUR 34 billion. 

× Most ETF providers saw a decline in flows in the third quarter. 

  

Executive Summary 

The European ETF market—inclusive of exchange-traded commodities—gathered EUR 32.6 billion of 

flows in the third quarter. This was a 26% decrease from the EUR 44 billion in the second quarter. 

However, flows into ETFs in the first three quarters of the year, at EUR 125.7 billion, have already 

surpassed the total for the whole of 2020. Barring an unexpected sizable dip in flows in the remaining 

three months, the European ETF market will set a new annual record-high in flows for 2021. Assets 

under management rose by 4% over the quarter to a few million short of EUR 1.3 trillion. 

 

In terms of asset classes, investors broadly split their preferences between equity and fixed income, with 

flows of EUR 16.7 billion and EUR 14.7 billion, respectively. There was a noted decrease in flows into 

equity ETFs compared with the two previous quarters, although assets grew to EUR 876.7 billion from 

EUR 849.8 billion in the second quarter. Meanwhile, flows into bond ETFs increased to EUR 14.7 billion 

from EUR 10.2 billion in the second quarter, and assets jumped to EUR 299.2 billion from EUR 282.8 

billion. While emerging-markets debt was generally out of favour, investors continued to show firm 

appetite for Chinese Treasury bonds despite the unfolding liquidity crisis affecting the Evergrande 

Group.      

 

Flows into ESG ETFs increased slightly in the third quarter to EUR 13.8 billion from EUR 12.5 billion in the 

second quarter. This accounted for 42.5% of total money invested in ETFs during the period, significantly 

up from 28.4% in the second quarter. Assets in ESG ETFs increased to EUR 158.3 billion from EUR 143 

billion in the second quarter and represent 12.2% of total assets in ETFs in Europe. 

    

Strategic-beta ETFs saw outflows of EUR 3.6 billion in the third quarter, led by the group of value equity 

ETFs, which investors had favoured in the previous two quarters.  
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Exhibit 1 Europe ETF Market Quarterly Net Flows (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

 

 

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

 
Source: Morningstar Direct. Data as of 30 September 2021. 
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Flows by Broad Asset Class 

 

Exhibit 3 Europe ETF Net Flows and Assets Under Management by Broad Asset Class (EUR, Billion) 

 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

 

Exhibit 4 Europe ETF Market Quarterly Flows by Broad Asset Class (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 
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Exhibit 5 Europe ETF Market Quarterly Assets Under Management by Broad Asset Class (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

Equity ETFs 

 

Exhibit 6 Equity ETF Net Flows by Morningstar Category (EUR, Billion) 

 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

Equity ETFs gathered EUR 16.7 billion of inflows in the third quarter, down from EUR 30.8 billion in the 

second quarter. Flows directed to equity ETFs as a proportion of total money invested in ETFs has been 

on a declining trend this year. It accounted for 90% of total ETF flows in the first quarter, 70% in the 

second, and 50% in the third. Assets in equity ETFs increased to EUR 876.7 billion from EUR 849.8 billion 

in the second quarter, meaning that both new money and capital appreciation had a positive impact 

overall in the period despite the decline in equity market valuations in September. 
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In terms of Morningstar Categories, most money was directed to global large-cap blend and US large-

cap blend ETFs, with EUR 10.5 billion and EUR 7.3 billion, respectively. The five-top money-gathering 

funds in the quarter were the mainstream MSCI World and S&P 500 ETFs. 

 

If ETF flows are a good gauge of sentiment, then it could be inferred that the value investing theme may 

have run its course. After solid interest in the two previous quarters—in fact, even in the latter part of 

2020—value ETFs shed money in the third quarter. ETFs in the US large-cap value equity category were 

the worst hit, with a combined EUR 2.2 billion of outflows in the period, but there was also disinvesting 

from Europe and global large-cap value propositions. 

   

Exhibit 7 Equity ETF Net Flows by Fund (EUR, Billion) 

 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

Fixed-Income ETFs 

 

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

 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

Flows into bond ETFs increased to EUR 14.7 billion from EUR 10.1 billion in the second quarter. Interest 

in bond ETFs has been on the ascent through 2021 as investors have grown increasingly wary of 
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building inflationary pressures and the likelihood that this may force central banks to hike interest rates 

much earlier than anticipated. Assets in bond ETFs grew to EUR 299.2 billion from EUR 282.9 billion in 

the second quarter, and once again the rise in assets was almost entirely driven by flows rather than 

capital appreciation. This is hardly surprising in an environment of upward pressure on bond yields and, 

thus, downward movement on bond prices. 

 

In terms of categories, emerging-markets debt was at a disadvantage. The liquidity problems 

experienced by the Evergrande Group—China's second-largest property developer—may have played a 

role against sentiment for the asset class. However, emerging-markets debt, particularly local-currency-

denominated, had been shedding money for much of the year as investors priced in the possibility of 

rising US rates and an appreciating US dollar. More so, the Evergrande factor does not seem to have 

dented investor interest for Chinese bonds. Quite the contrary, in fact: Onshore renminbi bond ETFs 

gathered EUR 2.5 billion, further building on the two previous positive quarters. Much of that money 

continued to be directed to the iShares China CNY Bond ETF, which is now the second-largest fixed-

income ETF in Europe and just shy of overtaking the iShares Core Euro Corporate Bond ETF as the largest 

bond ETF. 

 

Elsewhere, as was the case already in the second quarter, investors showed continued interest in 

shortening duration. ETFs in the EUR ultra short-term bond category, composed of strategies with 

average duration below one year, netted EUR 830 million in flows. Investors also poured money into 

short-dated corporate and government-bond ETFs, which typically come with average duration around 

the two-year mark.   

 

Exhibit 9 Fixed-Income ETF Net Flows by Fund (EUR, Billion) 

 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 
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ESG ETFs 

 

Exhibit 10 European ESG ETF Flows and Assets Under Management (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

Flows into ESG ETFs amounted to EUR 13.8 billion, slightly up from EUR 12.5 billion in the second 

quarter. However, this accounted for 42.5% of total flows into ETFs over the period, significantly up from 

28.4% in the second quarter. Flows into equity ESG ETFs amounted to EUR 10.8 billion, while those into 

bond ESG ETFs totalled EUR 2.9 billion.   

 

Exhibit 11 European ESG ETF Flows (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

Assets in ESG ETFs increased to EUR 158.3 billion from EUR 143 billion in the second quarter and already 

represent 12.2% of total assets invested in the European ETF market, up from 11.4% in the second 
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quarter. The bulk of assets remains invested in equity ESG ETFs, although the trend for sustainable 

investing is also making its mark on fixed income.  

 

 

 

Exhibit 12 European ESG ETF Assets Under Management (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

 

Strategic-Beta ETFs 

 

Exhibit 13 European Strategic-Beta ETF Flows and Assets Under Management (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 
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Strategic-beta ETFs saw outflows of EUR 3.6 billion in the third quarter, putting an end to the good run 

of the first half of the year when these products gathered EUR 19 billion. More so, outflows in the third 

quarter were led by the group of value equity ETFs, precisely the strategies that investors had favoured 

in the previous two quarters. Value equity ETFs shed close to EUR 3.7 billion, almost entirely matching 

the flows they took in during the second quarter. 

 

Assets in strategic-beta ETFs remained broadly unchanged at just shy of EUR 103.5 billion, but its market 

share dropped to 8.0% from 8.3% of total assets invested in ETFs in Europe.   

 

Thematic ETFs 

 

Exhibit 14 European Thematic ETF Flows (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 

 

Flows into thematic ETFs dropped slightly to EUR 1.8 billion from EUR 1.9 billion in the second quarter. 

Assets in thematic ETFs went up to a new high of EUR 34 billion from EUR 32.6 billion in the second 

quarter. 

 

KraneShares CSI China Internet ETF was the top money-gatherer in the third quarter, netting EUR 342 

million. IShares Ageing Population ETF and iShares Global Clean Energy ETF followed, with EUR 153 

million and EUR 132 million, respectively.  

 

 

 

 

 

 

 

 

 

 



 

 

 

Morningstar Direct European ETF Asset Flows Update—Q3 2021 | October 2021 Page 10 of 13 

 
    

 
    

 
    

 

 

 

 

Provider League Table  

 

Exhibit 15 Top 20 European Providers (Ranked by Assets Under Management) (EUR, Billion) 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 
(*) ETCs represent 90% of assets under management of Wisdom Tree. 

 

IShares topped the ETF provider league with EUR 13.9 billion of flows in the third quarter, but this was a 

significant drop from EUR 21.1 billion in the second quarter. In fact, concomitant with the overall ETF 

market trend, most ETF providers registered a decline in flows in the third quarter. Xtrackers, the 

second-largest ETF provider in Europe, saw inflows of EUR 3.8 billion, down from EUR 5.5 billion. 

 

IShares retains an unassailable grip on the European ETF market, with a 43.7% share of assets under 

management, almost matching the combined market share of the next seven providers. K 
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Annex—New Launches in Q3 2021 

 

 
 

 
Source: Morningstar Direct. Data as of 30 September 2021. 
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Source: Morningstar Direct. Data as of 30 September 2021. 
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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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