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Mutual Fund Information

Vanguard Total International Stock Index is a fund of funds.  Each of these funds try to match benchmark indexes for Europe, the Pacific Region, and the Emerging Market countries.  Since its inception April 1996, it has averaged 6 basis points better than its composite index. 

Vanguard has a history spanning three decades, manages $1 trillion, and has 12,000 employees.  In its industry, Vanguard has some of the most experienced index fund managers around.  The biggest competitor of this mutual fund is from Fidelity’s FSIIX.  Fidelity’s largest strength is a lower expense ratio (0.10 vs. 0.32) at the cost of its exposure to emerging markets (and also a lower yield).

Ticker Symbol: VGTSX

Beta (3yr): 1.06

Current Yield: 1.98

NAV: $21.22

Holdings and Strategy

VGTSX, as a fund of fund, invests in three index funds.  The share of its holdings are as follows:

Vanguard European Stock Index
---
United States
57.60 %


Vanguard Pacific Stock Index
---
United States
25.14 %


Vanguard Emerging Mkts Stock Idx
---
United States
17.26 %

The exposure to the emerging markets is a both a blessing and a curse.  In the past couple of years, emerging markets have exhibited above trend growth, though some question whether this can continue.  On the other hand, in the long term, emerging markets will grow faster than their developed counterparts, and exposure to emerging markets can only facilitate growth.  From a portfolio perspective, emerging markets should provide more diversification than a plain European and Pacific Rim index fund.  Each of the index funds that VGTSX invests in are index funds because they seek to match the growth rates of a given index by investing in everything.  Thus, their performance relative to their benchmark is more reliable than active funds, where managers may call the shots.  A consequence of this is that index funds are usually not the top performers for any given year.

Performance

Over long periods of time, however, index funds perform strongly.  For the last 5 years, VGTSX was in the top 11 % of its category and the top 20 % for the last ten years with annual returns averaging 24.89 and 8.50 for these time periods, respectively.  Note: over these same time periods, the S&P averaged 15.20 and 6.77 percent, respectively.  However, after factoring in loads and expense ratios, where index funds with their index strategies face lower costs, the relative performance of index funds to their active funds is even better.

Acquisition Options

I do not believe that there is an ETF version of this fund.  However, for those who prefer to trade as a stock at the expense of larger transaction costs, you can buy one ETF that tracks Europe and the Pacific and one ETF that handles Emerging Markets.  Although the mutual fund is no load, I believe there is a penalty if you sell shares you bought in the last six months.   
Motion

Before I make a motion, I would like to discuss how much of our portfolio we are looking to invest in foreign stocks.

