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Important information
FTSE Russell is not an investment firm and this presentation is not advice about any investment activity. 
None of the information in this presentation or reference to a FTSE Russell index constitutes an offer to buy 
or sell, or a promotion of, a security. This presentation is solely for informational purposes. Accordingly, 
nothing contained in this presentation is intended to constitute legal, tax, securities, or investment advice, 
nor an opinion regarding the appropriateness of making any investment through our indexes.
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Canadian Mortgage Securitization Market

Issuance of mortgage debt 
has been steady in the last 10 
years. The NHA MBS market 
is currently at C$500 BN, with 
975 Pools representing over 
60% of issuance.

Federal government housing mortgage market programs

National Housing Act (NHA) MBS Program – allows for issuance of MBS (backed by pools of residential mortgages), 
which are insured by the Canada Mortgage and Housing Corporation (CMHC)

CMB Program (Canada Mortgage Bonds) – allows for sale of NHA MBS to CHT (Canada Housing Trust) which are 
issued as semi-annual bullet bonds

Insured Mortgage Purchase Program (IMPP) – allows mortgage lenders to pool insured mortgages into NHA MBS 
and sell to CMHS to obtain liquidity in financial crisis
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• Principal
• Interest
• Prepayment Penalty 

Homeowner  / 
Mortgage Borrower 

• Timely Payment 
Guarantee from CMHC 
covers principle and 
interest payment

Lender creates 
NHA MBS • AAA-rated security

• Guaranteed principle and 
interest

• Cash flow from 
prepayment penalty

NHA MBS Investor

NHA MBS Securitization Process
Canadian mortgage-backed securities provide a stream of monthly principal and 
interest payments and offer risk mitigation through the full payment guarantee by 
CMHC and the prepayment penalty provision.

Source: FTSE Russell, for illustrative purposes only.
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FTSE Canada NHA MBS 975 Index

Comparison of NHA MBS 975 index Total Return versus other duration-matched indexes

Source: FTSE Russell. Data as of October 30, 2020.

The Index includes NHA MBS issued under the 975 pool type, with over 1 year to maturity, at least $200 MM at issuance 
and $100 MM remaining. Typically issued with a 5-year term, these are all AAA-rated Government / Federal securities.
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FTSE Canada NHA MBS 975 Index

Characteristics As of Oct 30, 2020

Average Yield 0.57
Average Coupon 1.60
Modified Duration 2.47
Total Market Value ($MM) 142,177
No. of Issues 390

Market weight distribution – Top 10 issuers

Source: FTSE Russell. Data as of October 30, 2020.

Market weight distribution – by term
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Why NHA MBS 975? 
FTSE Canada NHA MBS 975 Index offers market participants a transparent benchmark to track the Canadian 
mortgage market.
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ZMBS – BMO Canadian 
MBS Index ETF 

BMO
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The BMO Canadian 
MBS Index ETF (ZMBS): Product Highlights
• Access a basket of Canadian National Housing Act Mortgage Backed Securities (NHA MBS 975 Pools) in an ETF, 

which offers efficiency and liquidity and is traded on the exchange

• The underlying mortgage pools trade OTC at wider spreads than the ETF (~20-25bps)

• Since MBS is an asset class with predominantly institutional participants the underlying mortgage pools typically trades 
in big block sizes of a minimum of $1 million to as big as $100 million per trade

*Since Inception (Feb 6) 
As of November 2, 2020. Source BMO Global Asset Management. Trading Stats Bloomberg, November 3, 2020.

Duration 2.24
YTM 0.49%

Coupon 1.72%
Net Assets (millions) $119.2
Low/High NAV Price* $29.9887/$30.7516

MER 0.17%

Average Daily Dollar Volume $1,667,107
Spread 0.10%

ETF Key Facts:

ETF Trading Stats:

YTM on a 
Government of 
Canada 2 Year 
Bond: 0.26%

YTM on ZMBS: 
0.49%

+ 0.23 bps
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ZMBS Relative Performance

ETF Duration YTM Credit Rating
ZFS 2.81 0.31% 100% AAA
XSB 2.94 0.65% 50% AAA

26% AA
13% A
11% BBB

ZMBS 2.24 0.49% 100% AAA
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Canadian MBS Market Update
l IMPP (Insured Mortgages Purchase Program) is the 

BOC program of buying NHA-MBS pools from banks. 
The purpose of the program is to help banks fund 
Insured Mortgages.

l The IMPP program is 150bln (that is equivalent to 1-
years worth of NHA MBS supply) but even in 2008 when 
we were in the midst of a mortgage-related crisis only 
68bln was used.

l The NHA MBS market has been very strong throughout 
the summer. 1) Solid investor demand, 2) continued 
search for yield pickup, 3) Less NHA MBS supply in the 
market and 4) government purchase programs have 
helped the NHA MBS market put up a strong 
performance. 

MBS Performance vs Short Federal Bonds

Source: BMO Capital Markets, November 2020. Total return as of inception of 
ZMBS, February 6 2020. Past performance does not guarantee future results.
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Portfolio Implementation
• ZMBS offers short duration, AAA investment grade exposure, with a yield-pick up (around 17bps) over 

short duration Federal Bonds

As of October 28 2020. Source BMO Global Asset Management

Exposure ETF Name Ticker Current 
Price

AUM 
($MM) Coupon Current 

Yield YTM TTM Duration
Average  
Credit 
Rating 

Canadian 
Aggregate

BMO AGGREGATE BOND INDEX 
ETF ZAG 16.64 5173.3 3.06 2.59 1.27 10.96 8.28 AA

Short Federal BMO SHORT FEDERAL BOND INDEX 
ETF ZFS 14.59 598.7 1.77 1.70 0.31 2.87 2.80 AAA

Short Provincial BMO SHORT PROVINCIAL BOND 
INDEX ETF ZPS 13.49 406.6 2.71 2.54 0.50 3.14 2.99 AA

Short Corporate BMO SHORT CORPORATE BOND 
INDEX ETF ZCS 14.52 1130.5 3.02 2.86 1.16 3.07 2.91 A

Cash Alternative BMO ULTRA SHORT-TERM BOND 
ETF ZST 50.52 1266.6 2.45 2.43 0.45 0.38 0.37 A

Canadian MBS BMO CANADIAN MBS INDEX ETF ZMBS 30.71 119.3 1.72 1.67 0.49 2.85 2.26 AAA
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Q&A
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Thank you.
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ftserussell.com

© 2018 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank 
Russell Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE GDCM”), (4) MTSNext Limited (“MTSNext”), 
(5) Mergent, Inc. (“Mergent”), (6) FTSE Fixed Income LLC (“FTSE FI”) and (7) The Yield Book Inc (“YB”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE GDCM, MTS Next Limited, Mergent, FTSE FI and YB. “FTSE®”, “Russell®”, “FTSE Russell®”, “MTS®”, “FTSE4Good®”, 
“ICB®”, “Mergent®”, “WorldBIG®”, “USBIG®”, “EuroBIG®”, “AusBIG®”, “The Yield Book®”, and all other trademarks and service marks used herein (whether registered or unregistered) 
are trademarks and/or service marks owned or licensed by the applicable member of the LSE Group or their respective licensors and are owned, or used under licence, by FTSE, 
Russell, MTSNext, FTSE GDCM, Mergent, FTSE FI or YB. FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group, from sources believed by it to be 
accurate and reliable. Because of the possibility of human and mechanical error as well as other factors, however, such information and data is provided "as is" without warranty of 
any kind. No member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, 
expressly or impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the use of the FTSE Russell Indexesor 
the fitness or suitability of the FTSE Russell Indexes for any particular purpose to which they might be put. Any representation of historical data accessible through FTSE Russell 
Indexes is provided for information purposes only and is not a reliable indicator of future performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in 
whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, 
editing, transcribing, transmitting, communicating or delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special, 
consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the possibility of such damages, resulting from the use of, or inability 
to use, such information.

[continued]

Important information



FTSE Russell 19

ftserussell.com

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing contained in this document or 
accessible through FTSE Russell Indexes, including statistical data and industry reports, should be taken as constituting financial or investment advice or a financial promotion.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual 
trading of investable assets. Certain returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance. 
Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was 
officially launched. However, back- tested data may reflect the application of the index methodology with the benefit of hindsight, and the historic calculations of an index may change 
from month to month based on revisions to the underlying economic data used in the calculation of the index. 

This publication may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate. 
Such forward-looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of the 
LSE Group nor their licensors assume any duty to and do not undertake to update forward-looking assessments.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, 
without prior written permission of the applicable member of the LSE Group. Use and distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE GDCM, 
MTSNext, Mergent, FTSE FI, YB and/or their respective licensors.

Important information
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Disclaimer

BMO Global Asset Management is a brand name that comprises BMO Asset Management Inc., 
BMO Investments Inc., BMO Asset Management Corp., BMO Asset Management Limited and 
BMO’s specialized investment management firms.

®/™Registered trade-marks/trade-mark of Bank of Montreal, used under licence.

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.
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