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“NO ROCKET SCIENCE HERE” 
 
Okay, so I have been beating around the bush; 

with all my rantings pertaining to fees and transparency, 
product proliferation, the active/passive issue, pitfalls 
inherent in the manager search process and other 
related and non-related issues, I have failed to lead you 
to the Promised Land. Not a single recommendation for 
investment product has flowed from the pen of this well-
intentioned author. Nor will it, because THERE IS NO 
SINGLE INVESTMENT PROMISED LAND! Every 
investor is unique. YOUR Promised Land is a function 
of YOUR investment objectives, YOUR investment 
beliefs and YOUR risk preferences. YOUR Promised 
Land is unique to YOU. 

But here’s a story that I believe will help you 
structure your investment thinking and, if short on 
answers, this story should at least leave you with several 
of the right questions. 

On May 14 I attended the 2019 Vanguard 
Investment Symposium in the Blue Room at the Ritz 
Carlton Hotel here in Montreal—a delightful event that 
was of particular interest to me for its focus on 
international investing. The podium was held by folks 
from Vanguard (whose founder, the late Jack Bogle, is a 
personal hero), and from active managers Baillie Gifford, 
Schroders and Wellington, all firms that over 22 years of 
investment manager research and consulting, I grew to 
know and love. 

Especially interesting to me was that Vanguard, 
paragon of reasonable fees and passive investing, was 
showcasing their actively managed funds and ETFs. An 
agnostic on the active/passive issue and an ardent 
campaigner for sensible fees, I was curious to learn more 
about Vanguard’s model for structuring and pricing 

HERE’S THE THING! 
Creating a sophisticated 

portfolio to meet your unique 
investment needs is 
considerably simpler, and 
cheaper today, than at anytime 
in the history of investing. You 
don’t need to choose, or even 
think about choosing, 
securities. And you don’t need 
to pay huge fees to retain 
someone to do that for you. You 
just need to properly define 
your unique set of investment 
objectives, beliefs and risk 
preferences. There are fairly-
priced funds and ETFs aplenty 
that your investment advisor 
can map to your needs to 
recommend a portfolio more 
affordable, more transparent 
and more understandable than 
ever before. 
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their actively managed global equity products. Here is what I learned: 

The management of Vanguard’s International (i.e., non-North American) Growth Fund is 
shared by Baillie Gifford and Schroders—two “growth-oriented” managers with different risk 
profiles. Vanguard’s Global Balanced Fund is managed by a division of Wellington that references 
a more “value-oriented” style within the equity portion of this Balance product. The presentations 
were solid but left me wondering how Vanguard would build these, or other Vanguard products, 
into a well-rounded portfolio for the typical High-Net-Worth (“HNW”) investor. 

Here I ran into a common definitional problem—we have already said unequivocally that 
there is no single investment promised land, so how can we define the “typical investor”? I thought 
about that for a few moments before I left the symposium and decided that since I consider myself 
a “typical” kind of guy, I must also be a “typical” kind of investor. That may, or may not be so, but 
I decided to test MY investment objectives, beliefs and risk preferences against available 
Vanguard product to find a Balanced portfolio structure that would work for ME. So, I put this 
question to my trusted Vanguard representative: 

“I am a fictitious investor, a prospect with $10 mln to invest, and my 
objectives/beliefs/risk preferences are as follows: 

1. I am a Canadian investor who believes strongly in the advantages of LONG-TERM, 
GLOBAL INVESTING. 

2. My own work has rendered me extremely sensitive to the costs associated with investing 
and the impact of these costs on my long-term wealth accumulation potential. Hence, I 
require full transparency as to the costs (management costs, administration costs, 
applicable taxes—MER’s in sum—and estimated trading costs) of recommended 
individual products and the combined Balanced Portfolio product offering. 

3. I am a sceptic regarding active investment propositions, but I believe in the advantage of 
diversification between active and passive investment and thus would like to develop a 
portfolio that embodies 50% active and 50% passive product. 

4. I will likely maintain an asset allocation of 50% equity and 50% fixed income to assuage 
my tendency to risk aversion given my fear of any equity market setback that would reduce 
my accumulated wealth by more than 10%. I will undertake to rebalance my own asset 
allocation as the portfolio moves outside of allocation ranges that I consider acceptable. 

5. I am not excited about market-cap weighted, passive product and I am quite willing to 
contemplate “smart-beta”, factor-based product within my portfolio. More specifically, I 
am biased in favor of small-cap and value-oriented stocks, based on the works of 
Fama/French. 

6. Given my very conservative equity/bond allocation, I am comfortable with emerging 
markets equities to yield more “multi-asset” thinking, without the need to engage (nor 
necessarily avoid) Alternatives or ESG based product. 
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Here is my question: What mix of Vanguard Mutual Fund/ETF products would you 
recommend?” 

I detailed the same question in an e-mail to my Vanguard Rep and several exchanges later 
we settled on the following portfolio of Vanguard funds and ETFs. (Apologies for the fine print 
that accompanies the need to be informative in confined space.) 

  

 Descriptively, the portfolio appears to meet my criteria. The actively managed VIC100 is 
managed by Wellington and I am comfortable with that. I recognize that my insistence on some 
actively managed assets and my preference for “Smart Beta”, factor-based product drive my fees 
higher than they otherwise would be, but my overall Management Expense Ratio (“MER”) is still 
a reasonable 29 basis points (“bps”). My own transaction costs to purchase the funds and ETFs 
are incremental to the MER but should not be consequential and annual trading costs within the 

FUND/ETF
ACTIVE/PASSIVE 

ORIENTATION
SYMBOL ALLOCATION (%) MGT FEE ADMIN FEE TAXES MER

1
Vanguard FTSE Canada All 
Cap index ETF 

(Passive - 
Indexing)

VCN 5.00% 0.05% 0.00% 0.010% 0.06%

2
Vanguard Emerging Markets 
All Cap ETF

(Passive - 
Indexing)

VEE 5.00% 0.23% 0.00% 0.010% 0.24%

3
Vanguard Bloomberg Barclays 
Agg Canadian bonds ETF

 (Passive) VAB 40.00% 0.08% 0.00% 0.010% 0.09%

4
Vanguard Global Balanced 
Fund

 (Active - 
Fundamental 
analysis)

VIC100 25.00% 0.38% 0.15% 0.050% 0.58%

5

Vanguard Global 
Liquidity/Global Small Cap 
ETF

 (Active - 
Factor/Quantitat
ive analysis)

VLQ 7.50% 0.35% 0.00% 0.050% 0.40%

6
Vanguard Global Momentum 
ETF

(Active – 
Factor/Quantitat
ive analysis)

VMO 5.00% 0.35% 0.00% 0.050% 0.40%

7 Vanguard Global Value ETF
 (Active – 
Factor/Quantitat
ive analysis)

VVL 7.50% 0.35% 0.00% 0.050% 0.40%

8
Vanguard US Dividend 
Appreciation ETF

 (Active – Rule-
Based investing)

VGG 5.00% 0.28% 0.00% 0.020% 0.30%

100.00% 0.23% 0.038% 0.029% 0.29%

OBJECTIVE (BEFORE FEES AND 
EXPENSES)

Vanguard Global Value Factor ETF 
seeks to provide long-term capital 
appreciation by aiming to capture 
potential excess return by investing 
in equity securities from developed 
markets across the world which have 
low prices relative to fundamentals.

Currently, this Vanguard ETF seeks 
to track the NASDAQ US Dividend 
Achievers Select Index (or any 
successor thereto). It invests directly 
or indirectly primarily in stocks of 
U.S. companies.

Currently, this Vanguard ETF seeks 
to track the FTSE Canada All Cap 
Index (or any successor thereto). It 
invests primarily in large-, mid- and 
small-capitalization Canadian stocks.

Currently, this Vanguard ETF seeks 
to track the FTSE Emerging Markets 
All Cap China A Inclusion Index (or 
any successor thereto). It invests 
directly or indirectly primarily in 
stocks of companies located in 
emerging markets.

Currently, this Vanguard ETF seeks 
to track the Bloomberg Barclays 
Global Aggregate Canadian Float 
Adjusted Bond Index (or any 
successor thereto). It invests 
primarily in public, investment-grade 
fixed income securities issued in 
Canada.

Vanguard Global Balanced Fund 
seeks to provide long-term capital 
growth together with some current 
income by investing primarily in a 
combination of equity and fixed 
income securities of issuers located 
anywhere in the world.

Vanguard Global Liquidity Factor 
ETF seeks to provide long-term 
capital appreciation by aiming to 
capture potential excess return by 
investing in less liquid equity 
securities from developed markets 
across the world.

Vanguard Global Momentum Factor 
ETF seeks to provide long-term 
capital appreciation by aiming to 
capture potential excess return by 
investing in equity securities from 
developed markets across the world 
which have achieved strong recent 
performance.
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combination of funds/ETFs should range from 5 to 10 bps, so my all-in costs are expected to 
come in at less than 40 bps. 

Next, I asked for a deeper dive to get a better handle on the risk profile of the overall portfolio 
and its major components. In tabular and graphic form, here is what the portfolio looks like: 

TOTAL FUND 
ASSET 

ALLOCATION 
(%)

Asset 
Class

39.00%
Canadian 
Fixed 
Income

6.00%
Canadian 
Equities

4.00%
 Emerging 
Market 
Equities

15.00%
International 
Developed 
Equities

4.00%
International 
Fixed 
Income

25.00% US Equities

7.00%
US Fixed 
Income

100.00%

Canadian Fixed 
Income, 39.00%

Canadian 
Equities, 6.00%

Emerging Market 
Equities, 4.00%

International 
Developed 

Equities, 15.00%

International 
Fixed Income, 

4.00%

US Equities, 
25.00%

US Fixed Income, 
7.00%

ASSET ALLOCATION

EQUITY 
ALLOCATION 

BY STYLE (% of 
Equities) Style

38.00% Value
34.00% Blend
28.00% Growth

100.00%

Value, 
38.00%

Blend, 
34.00%

Growth, 
28.00%

EQUITY STYLE ALLOCATION

EQUITY 
ALLOCATION 
BY SIZE (% of 

Equities)

Market 
Cap

10.00% Small Cap
22.00% Mid-Cap
68.00% Large-Cap

100.00%

Small Cap, 
10.00%

Mid-Cap, 
22.00%

Large-Cap, 
68.00%

EQUITY MARKET-CAP ALLOCATION
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TO CONCLUDE: 
For some, there will not be enough information here, but I suspect that for most there will 

be too much. For ME, this is all the information I need to make an investment decision; this 
portfolio meets my needs and the pricing is fair. No doubt, your objectives, beliefs and risk 
preferences will differ from mine, but hopefully the foregoing makes clear that product and 
pricing alternatives available today put the sophisticated, customized and fairly-priced portfolio 

structure well within reach for the “typical” investor. Indeed, NO ROCKET SCIENCE HERE! 

I recently attended the Inside ETFs Canada 2019 Conference and met with several 
Canadian ETF and Fund providers. I put the same question to other firms to see what more I 
could learn and what further insights I might share with you. More to come in future issues of 
QUAERO JOURNAL.   

 
 

BOND 
ALLOCATION 

BY CREDIT 
QUALITY (% of 

Bonds)

Credit 
Quality

37.22% AAA
36.13% AA
12.41% A
13.60% BBB
0.64% NR

100.00%

AAA, 37.22%

AA, 36.13%

A, 12.41%

BBB, 13.60%
NR, 0.64%

Credit Quality Allocation

  
 

CONTACT US: 
 

Ralph Loader 
QUAERO Investment Solutions Inc. 
428 Strathcona Avenue 
Westmount, Quebec 
Canada H3Y 2X1 
(438) 386-3861 
ralphloader@quaeroinvest.com 
WEBSITE: http://www.quaeroinvest.com 

 

 
 

 

• OUR HOPE: 
For all investors . . . sophisticated, 
customized and fairly-priced investment 
solutions. Simplicity. 
 

* If you would like to receive your personal 
copy of JOURNAL posts by email, you may do 
so by clicking the “OUR LIBRARY / QUAERO JOURNAL” 
tabs on our website and accessing any Issue 
of the JOURNAL, where you can sign up in the 
space provided.  

 

http://www.quaeroinvest.com/
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LET US POST YOUR IDEAS TO OUR WEBSITE! 

In addition to articles written and published by our own team members, we curate and publish 
content written by asset management firms, investment consultants, professional bodies and academics. 
Individuals or institutions wishing to post thought leadership material (free of charge, max 2000 words) 
advocating ideas pertaining to clearly differentiated investment strategies or investment industry 
practices that will serve to enhance the investor experience are invited to submit their written articles to 
Ralph Loader, contact details noted above. 
 

LEGAL DISCLAIMER 
Past performance is not a reliable indicator of future results. 
Content published in the Quaero Library is intended for informational/educational purposes only. 

We don’t publish research on individual securities and we don’t partner with other firms to distribute 
their research. Information in this report is based on sources believed to be accurate and reliable and 
provided “as is” and in good faith. While we have endeavored to ensure the accuracy of the information 
herein, such information is not guaranteed as to accuracy or completeness. Neither Quaero Investment 
Solutions Inc., its affiliates, directors and employees (together Quaero) make any representation or 
warranty as to accuracy, reliability, timeliness or completeness of the information in this report. Quaero 
disclaims all liability (whether arising in contract, tort, negligence or otherwise) for an error, omission, 
loss or damage (whether direct, indirect, consequential or otherwise) in connection with the information 
in this report. 

This report does not constitute a financial promotion, a recommendation, an offer to sell or a 
solicitation to buy shares or securities in any form whatsoever. 
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