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                        Vanguard Returns Fire in Fee War

In October 2013, Fidelity launched 10 sector exchange-traded fundsA type of security which allows investors to indirectly invest in an underlying basket of financial instruments (these may include stocks, bonds, commodities or other types of instruments). Shares in an ETF are publicly traded on an exchange, and the price of an ETF’s shares will fluctuate throughout the trading day (traditional mutual funds trade only once a day). For example, one popular ETF tracks the companies in the S&P 500, so buying a share of the ETF gets an investor exposure to all 500 companies in the index. (ETFs)A type of security which allows investors to indirectly invest in an underlying basket of financial instruments (these may include stocks, bonds, commodities or other types of instruments). Shares in an ETF are publicly traded on an exchange, and the price of an ETF’s shares will fluctuate throughout the trading day (traditional mutual funds trade only once a day). For example, one popular ETF tracks the companies in the S&P 500, so buying a share of the ETF gets an investor exposure to all 500 companies in the index. that track similar or identical MSCI indexes as Vanguard’s older sector ETFsA type of security which allows investors to indirectly invest in an underlying basket of financial instruments (these may include stocks, bonds, commodities or other types of instruments). Shares in an ETF are publicly traded on an exchange, and the price of an ETF’s shares will fluctuate throughout the trading day (traditional mutual funds trade only once a day). For example, one popular ETF tracks the companies in the S&P 500, so buying a share of the ETF gets an investor exposure to all 500 companies in the index., but undercut them on expenses—a direct foray into a space where Vanguard had been long established as a market leader. It marked yet another blow in the “fee wars” between the two firms that have been ongoing for a decade.

It took Vanguard more than a year to muster a response, but it finally did as 2014 was coming to a close, reducing its sector ETFs’ (and corresponding Admiral shares’) expense ratios from 0.14% to 0.12%, the same Fidelity is charging for its corresponding funds. At the same time, Vanguard cut fees on a few other funds; see below for a full list.

As a refresher, an expense ratio tells shareholders how much they are paying to support the firm’s annual cost of operating a particular fund or ETFA type of security which allows investors to indirectly invest in an underlying basket of financial instruments (these may include stocks, bonds, commodities or other types of instruments). Shares in an ETF are publicly traded on an exchange, and the price of an ETF’s shares will fluctuate throughout the trading day (traditional mutual funds trade only once a day). For example, one popular ETF tracks the companies in the S&P 500, so buying a share of the ETF gets an investor exposure to all 500 companies in the index.. The expense ratio is calculated by dividing annual operating expenses by the average dollar value of the fund’s or ETF’s assets under management.

The competition to see which firm could provide the lowest fees on index fund began in 2004, when Fidelity slashed fees on key index funds to less than Vanguard was charging for similar offerings. The two fund giants’ efforts at outmaneuvering their competitor has persisted with numerous feints and jabs since. In May 2010, Vanguard made investing in its ETFs commission-free for all brokerage clients, and later that year sent shockwaves through the ETF industry when it launched 19 ETFs tied to institutional index funds.

In October 2013, Fidelity shot back by launching the aforementioned 10 sector ETF funds, featuring commission-free trades on its brokerage platform and industry-low expense ratios.

We are always encouraged when fund companies cut costs for investors. While Fidelity and Vanguard will likely continue to battle for investment dollars, the real winners of the fee wars are investors who can keep more money in their accounts compounding over the long term.



 

Expense Ratio Changes Effective 12/23/14

 

	Fund	Share Class	Ticker Symbol	Former Expense Ratio	Current Expense Ratio
	Consumer Discretionary	ETF	VCR	0.14%	0.12%
	Consumer Discretionary Index	Admiral	VCDAX	0.14%	0.12%
	Consumer Staples	ETF	VDC	0.14%	0.12%
	Consumer Staples Index	Admiral	VCSAX	0.14%	0.12%
	Energy	ETF	VDE	0.14%	0.12%
	Energy Index	Admiral	VENAX	0.14%	0.12%
	Federal Money Market	Investor	VMFXX	0.14%	0.11%
	Financials	ETF	VFH	0.14%	0.12%
	Financials Index	Admiral	VFAIX	0.19%	0.12%
	FTSE Social Index	Investor	VFTSX	0.28%	0.27%
	Health Care	ETF	VHT	0.14%	0.12%
	Health Care Index	Admiral	VHCIX	0.14%	0.12%
	Industrials	ETF	VIS	0.14%	0.12%
	Industrials Index	Admiral	VINAX	0.14%	0.12%
	Information Technology	ETF	VGT	0.14%	0.12%
	Information Technology Index	Admiral	VITAX	0.14%	0.12%
	International Growth	Admiral	VWILX	0.35%	0.34%
	International Growth	Investor	VWIGX	0.48%	0.47%
	Materials	ETF	VAW	0.14%	0.12%
	Materials Index	Admiral	VMIAX	0.14%	0.12%
	Prime Money Market	Investor	VMMXX	0.17%	0.16%
	Russell 1000 Growth	ETF	VONG	0.14%	0.12%
	Russell 1000 Value	ETF	VONV	0.14%	0.12%
	Telecommunication Services	ETF	VOX	0.14%	0.12%
	Telecommunication Services Index	Admiral	VTCAX	0.14%	0.12%
	U.S. Growth	Admiral	VWUAX	0.31%	0.30%
	U.S. Growth	Investor	VWUSX	0.45%	0.44%
	Utilities	ETF	VPU	0.14%	0.12%
	Utilities Index	Admiral	VUIAX	0.14%	0.12%


Source: Vanguard.

 

Fidelity Small Cap Manager Taking the Lead 

On January 1, Derek Janssen began to transition into the lead portfolio manager role at Fidelity Small Cap Value and Fidelity Advisor Small Cap Value. Janssen has co-managed the funds with Chuck Myers since January 2013, with full management shifting to Janssen as Myers completes his departure from the two offerings by January 1, 2016.

Janssen has been co-manager at Small Cap Value since 2012. Prior to that, he covered small cap stocksA financial instrument giving the holder a proportion of the ownership and earnings of a company. in Fidelity’s Boston office, and analyzed non-U.S. small cap stocks from its Tokyo office from 2008 to 2010.

Myers, who has managed Fidelity’s Small Cap Discovery fund since 2006, will remain at the helm there.

Fidelity is clearly being very deliberate with the transition from Myers to Janssen, and we’d expect that the funds will be run in a similar fashion under Janssen’s sole oversight as they are today.

 

About Adviser Investments

Adviser Investments is a full service wealth management firm, offering investment management, financial and tax planning, managed individual bond portfolios, and 401(k) advisory services. We’ve been helping individuals, trustsA legal document that functions as an instruction manual to how you want your money managed and spent in your later years as well as how your assets should be distributed after your death. Assets placed in a trust are generally safe from creditors and can be sold by the trustee in short order, avoiding the lengthy and costly probate process., institutions and foundations since 1994, and have more than 3,500 clients across the country and over $6 billion in assets under management. Our portfolios encompass actively managed funds, ETFs, socially responsible investments and tactical asset allocation strategies, with particular expertise in Fidelity and Vanguard mutual funds. We take pride in being The Adviser You Can Talk To.

Our minimum account size is $350,000.  To see a full list of our awards and recognitions, click here, and for more information, please visit www.adviserinvestments.com or call 800-492-6868.

                        
                        
                        
                                                    

                        

                                                    
                            
                                

                                Disclaimer: This material is distributed for informational purposes only. The investment ideas and expressions of opinion may contain certain forward-looking statements and should not be viewed as recommendations, personal investment advice or considered an offer to buy or sell specific securities. Data and statistics contained in this report are obtained from what we believe to be reliable sources; however, their accuracy, completeness or reliability cannot be guaranteed.

Our statements and opinions are subject to change without notice and should be considered only as part of a diversified portfolio. You may request a free copy of the firm’s Form ADV Part 2, which describes, among other items, risk factors, strategies, affiliations, services offered and fees charged.

Past performance is not an indication of future returns. The tax information contained herein is general in nature, is provided for informational purposes only, and should not be construed as legal or tax advice. We do not provide legal or tax advice. Always consult an attorney or tax professional regarding your specific legal or tax situation.

The Barron’s rankings consider factors such as assets under management, revenue produced for the firm, regulatory record, quality of practice and philanthropic work. This award does not consider client experience and is not indicative of future performance.

Editors at the Financial Times bestowed “elite” status on 300 firms in the U.S., as determined by assets under management, asset growth, longevity, compliance record, industry certifications and online accessibility.

© 2018 Adviser Investments, LLC. All Rights Reserved.
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Welcome.

Polaris Wealth Advisory Group and Adviser Investments are now under one new brand, RWA Wealth Partners. 

Over the next few months, we are transitioning to a new website under our new brand. For you, this means a better experience and more access to valuable education, insights and advice. It also means you gain access to expanded wealth management solutions such as tax¹ and legal services², alternative investments and more. Explore this site for additional information on these new services and call your advisor with any questions at 833-RWA-PLAN. 
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¹Personalized tax advice and tax return preparation is available through a separate, written engagement agreement with RWA Tax Solutions, LLC.

²Legal services can be obtained through a separate, written engagement via our relationship with Hall & Diana, LLC
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