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What is a multi-factor portfolio?
A multi-factor portfolio captures interactions among 
factors to offer more balanced exposures and to help 
create a smoother return profile. Such a strategy offers 
potential diversification benefits that can help reduce the 
active risk associated with exposure to a single factor.

How we construct the Vanguard Global  
Multi-Factor Fund
The investment universe is the FTSE Developed All Cap 
and Russell 3000. We divide the universe into regions—
the United Kingdom, Europe ex-U.K., Japan, Asia Pacific 
ex-Japan, Canada and the United States. The United 
States is then divided into three groups, giving a total of 
eight groups. 

We employ bottom-up portfolio construction. This 
means the portfolio is based on a selection of equities 
that provide positive exposure to the desired factors, 
combined in a single product. 

A filter is used to screen out the most volatile shares 
from the initial universe. The remaining shares are 
assigned a composite factor score based on equally 
weighting their value, momentum and quality scores. 

This technique may lead to lower turnover and can help 
ensure that chosen shares have a consistent exposure 
to all three factors and are not tilted against any one 
factor.

Product summary  

• A long-only, broadly diversified investment strategy 
that invests in developed market equities and 
seeks to provide long-term capital appreciation. 

• A fund designed to capture interactions among the 
value, quality and momentum factors to offer more 
balanced exposures and to help create a more 
reliable potential for outperformance than a single 
factor fund.

• A transparent, rules-based portfolio that is actively 
managed by the Vanguard Quantitative Equity 
Group (QEG).

Key facts

Management fee: 0.35%

Benchmark: FTSE Developed All Cap

Number of holdings: 1000-1200

Inception date: April 2019

Manager: Vanguard Quantitative Equity Group

Scoring composite factor strength

Factors

Value Quality Momentum

Rank  ̈   Score and rank stocks within each  
developed market region

Combine ̈    Average 3 individual scores  
to form a composite

Score  ̈   Standardise the composites   
to create scores

Composite factor score

Source: Vanguard. Chart represents Vanguard’s proprietary factor portfolio construction process  
and is for illustration purposes only.



Considerations for investing in the fund
Like other forms of active management, the 
performance of factor tilts relative to the broad market is 
difficult to predict. Equity factor tilts can experience 
extended stretches of both relatively strong and 
relatively weak performance compared with the broad 
equity market. It is critical for investors to determine in 
advance whether they have the ability, willingness and 
time horizon to accept the different types of risk, 
including the risk that the prices of securities may fall.

Potential applications for investors

Portfolio completion

The Fund can provide exposure to multiple factors to 
complement an existing line-up of managers, fill a gap in 
the style exposure of the total portfolio, or provide style 
diversification.

Active manager substitution

The Fund can provide exposure to multiple factors 
without the higher fees that an alternative active 
manager might charge.

Enhanced long-term returns 

An adviser would like to add a global equity investment 
to her client’s equities portfolio with the aim of 
enhancing the potential for long-term outperformance. 
After significant research the adviser decides to invest 
her client in the Vanguard Global Multi-Factor Fund as a 

low-cost, diversified and systematic approach to 
potentially generate alpha. The adviser likes that the 
Fund combines multiple factors, reducing the active risk 
of using a single factor in portfolio construction. She also 
likes that by investing her client in the Fund, she doesn’t 
need to rebalance between single factor investments.

The chart below shows the simulated returns of the 
portfolio (net of transaction costs) over an extended 
period of time, prior to the Fund’s launch. 
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Bottom up multi-factor product construction

Source: Vanguard 2019.
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Backtested performance of AUD$100,000 invested in the
Vanguard Global Multi-Factor Fund

Source: Vanguard 2019.

Global Multi-Factor Fund (Backtested performance)
FTSE Developed All Cap TR AUD

Note: Backtested performance is NOT an indicator of future actual results. The results re�ect 
performance of a strategy not historically offered to investors and do NOT represent returns 
that any investor actually attained. Backtested results are calculated by the retroactive 
application of a model constructed on the basis of historical data and based on assumptions 
integral to the model which may or may not be testable and are subject to losses.
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