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Vanguard Lets Money Market Investors Off the Hook
A holiday gift arrived early for Vanguard money market fund
shareholders. The mutual fund giant has now explicitly
confirmed that its money market fund shareholders will not
have to pay back the more than $112 million in fees that
Vanguard has waived over the past five-plus years.
While the Federal Reserve has kept interest rates near zero,
asset managers like Vanguard, Charles Schwab and Federated
Investors waived more than $30 billion in money-fund fees
from 2009 to 2014 attempting to prevent expenses from
wiping out yields and investors' principal. With interest rates
hovering near zero, charging typical fees would drop share
prices below the stable $1 per share money market fund
managers strive to preserve.
Once the Fed eventually does raise rates—whether later this
year or sometime in 2016—we think the pace of increases will
be sluggish, which will mean corresponding yield increases on
money market and fixed-income funds will also be slow. For
example, if we oversimplify and assume a fed funds rate
increase of 0.25% will equate to a 0.25% increase in yield for
a given money market fund, it will produce only $25 per
$10,000 of assets in additional income over the next year. It's
investors in funds with the lowest fees, like Vanguard's, that
could see the largest initial gains from a rate increase, since
more of that increased yield can go to investors instead of
paying the fund provider.
Vanguard becomes the first mutual fund complex to make
clear that it won't try to claw back millions in fees, which may
force the hands of its competitors. At the same time, the firm
is rapidly pulling back on the fee reductions that have been in
place on Federal Money Market and Prime Money Market,
though are still waiving more than $1 million at Admiral
Treasury Money Market.
In the just-released annual report for the three taxable money
funds—Admiral Treasury Money Market, Federal Money Market
and Prime Money Market—Vanguard has added language that
states, "…the fund is not obligated to repay this [fee waiver]
back to Vanguard."
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Waived fees on Federal Money Market had already begun to
wind down, from $298,000 from September 2014 through
February 2015, to just $75,000 in the second half of its fiscal
year, which concluded August 31. For Prime Money Market, the
fee reduction fell from $8.1 million in the first six months of
the fiscal year to just $589,000.
At the same time, the funds' yields have been rising (from
0.01% in June to a current 0.08% SEC yield for Prime Money
Market and to 0.06% from 0.01% in August for Federal Money
Market), as portfolio manager David Glocke has picked up
higher-yielding paper in Australia and Canada.
As for Admiral Treasury Money Market, it still needs those
waived fees to keep its yield above zero—at 0.01%—though its
waiver amounts are diminishing as well. In the first six months
of the most recent full fiscal year, the fund waived $2.9 million
in fees. Over the next six months, that figure was reduced to
$1.6 million.
Vanguard's Money-Market Fee Waivers

Fund

Most
Recent 6
Mos.
Through

Expenses
Waived

Admiral
Treasury
Money
Market

8/31/2015

$1,614,000 $2,909,000

Federal
Money
Market

8/31/2015

$75,000

$298,000

Prime Money
8/31/2015
Market

$589,000

$8,126,000

Tax-Exempt
Money
Market

4/30/2015

$8,617,000 $7,103,000

CA Money
Market

5/31/2015

$1,861,000 $1,840,000

NJ Money
Market

5/31/2015

$635,000

NY Money
Market

5/31/2015

$1,206,000 $1,163,000

OH Money
Market

5/31/2015

$246,000

PA Money
Market

5/31/2015

$1,188,000 $1,226,000

Money
Market
Annuity

6/30/2015

$557,000

Prior 6
Mos.

$649,000

$240,000

$619,000
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Meanwhile, waivers at tax-exempt money market funds have,
for the most part, held steady as yields remain locked in at
0.01%.
The question remains how the rest of the $2.7 trillion moneymarket-fund industry will react to Vanguard's gift to its fund
shareholders. If you take Charles Schwab's $39.5-billion
Schwab Cash Reserves money fund, for example, which waived
$99.3 million in just the first half of 2015 ("to maintain a
positive net yield," as its semiannual reports says in the fine
print), Vanguard's waivers look like drops in the bucket.
Will fund complexes like Schwab follow Vanguard's lead given
their much larger fee waivers? Or will Schwab-sized funds
require money-fund investors to pay back waived fees and risk
clients fleeing to Vanguard? Time will tell.
Vanguard Demoting Admiral Treasury Money Market
At the end of 2015, Vanguard plans to remove the "Admiral"
from Admiral Treasury Money Market's name. This move
seems solely intended to clarify the fund's place in Vanguard's
lineup—it wasn't truly an Admiral share so the usage of the
term in the fund's name was misleading.
The new moniker, Treasury Money Market, may be familiar to
Vanguard investors, as the firm once offered a fund of that
name, which was merged into Admiral Treasury Money Market
in 2009. We don't anticipate any changes in the fund's
objective or its composition under its new name, which
remains closed to new investors.

About Adviser Investments
Adviser Investments and its subsidiaries operate as an
independent, professional money management firm with
particular expertise in Fidelity and Vanguard mutual funds.
With 2,600 clients and over $3 billion under management,
Adviser Investments is one of the nation's largest mutual fund
research and money management firms. Our investment
professionals focus on helping individual investors, trusts,
foundations and institutions meet their investment goals. Our
minimum account size is $350,000. In 2015, Adviser
Investments was named to Barron's list of the top 100
independent financial advisers nationwide for the third
consecutive year and its list of the top advisory firms in
Massachusetts for the second time. We have also been
recognized on the Financial Times 300 Top Registered
Investment Advisers list in 2014 and 2015.
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 forwardlooking statements and should not be viewed as recommendations, personal
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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 reflect the volume of assets overseen by the advisers and
their teams, revenues generated for the firms and the quality of the advisers'
practices, as determined by its editors.
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.

You are receiving emails from Adviser Investments because you have agreed to receive updates and information about Adviser Investments
via email.
Please click here to manage your email subscriptions or unsubscribe from further email-based communications. For more information you
can also see our Privacy Policy.
Adviser Investments 85 Wells Avenue Newton, MA 02459 USA

