1 of 3

October 9, 2015
Leading Vanguard Manager Pares Back
Last week, Vanguard announced that Jim Barrow, 75, will
step away from management duties on its Windsor II and
Diversified Value Annuity funds at the end of the year.
Barrow has managed the $45.7-billion Windsor II since its
1985 inception and Diversified Value Annuity since its 1999
inception.
One of Vanguard's longest-tenured fund managers, Barrow
is a founder and executive director of Barrow, Hanley,
Mewhinney & Strauss, one of the five advisers on the
large-cap value Windsor II fund. He is also a co-manager on
Vanguard's Selected Value fund, which the firm has advised
since its 1996 inception.
Barrow will be succeeded at Windsor II and Diversified Value
Annuity by current co-managers (and colleagues at Barrow
Hanley) Jeff Fahrenbrunch and David Ganucheau. Vanguard
has said that there will be no changes to the funds'
investment objective, strategies, philosophy and
management style.
The longtime Windsor II helmsman isn't fully retiring,
however, just reducing his responsibilities. He will remain
active at Barrow Hanley and continue to act as co-manager
of Selected Value with long-time copilot and protégé Mark
Giambrone.
Barrow Hanley manages around 60% of both Windsor II and
Selected Value, and is the sole management team
responsible for Diversified Value Annuity.
There's been speculation about Barrow's retirement plans of
the last several years, and even a few false alarms. It
appears that his passion for portfolio management hasn't
waned, but that this was a good time to transition to a less
demanding workload. While the moves represent a changing
of the guard at the two funds, we don't think it's an
immediate cause for concern for current shareholders.
Vanguard International Index Funds Track New
Benchmarks
On October 1, Vanguard's European Index and Pacific Index
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funds began tracking new, broader benchmarks, reflecting
the addition of small-cap exposure to both funds.
Investors shouldn't really notice any major changes, though
over time the addition of small-cap stocks could increase
both risk and return on the margin.
The firm's Developed Markets Index fund should start
tracking a new index for similar reasons by the end of the
year, and its Emerging Markets Index will begin the process
of adding small-cap stocks and Chinese A-Share stocks at
that time as well.
The moves reflect the developing philosophical shift that's
taken place with Vanguard's indexing and portfolio allocation
team toward tracking market-cap weighted benchmarks.
This is part and parcel of the changes that have seen greater
allocations to foreign stocks and bonds within the firm's
funds-of-funds. The idea is that indexes should be more
inclusive of stocks of all sizes and that portfolios should
include a market-cap weight that accurately reflects the
global markets, where foreign stocks make up around 50%
of the whole.
Not all investors will be at ease with these shifts on a
portfolio level, but we can expect to see more of this theme
playing out across Vanguard's index funds in the coming
years. If you're an index or fund-of-funds investor at
Vanguard, it's important to be aware of these changes, and
make sure that they are in line with your long-term
objectives and risk comfort zones.
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
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
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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.
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