
Key facts

Ticker VGAB

Management fee1 0.30%

Exchange Toronto Stock  
Exchange (TSX)

Benchmark

Bloomberg Barclays 
Global Aggregate 
Float Adjusted 
Composite Index 
(CAD-Hedged)

Portfolio 
Management

Vanguard Fixed 
Income Group (FIG)

VGAB streamlines fixed income portfolio construction by investing in a 
combination of Vanguard U.S. Aggregate Bond Index ETF (VBU) and the 
Global ex-U.S. Aggregate Bond ETF Index (VBG).

With combined exposure to U.S. and non-U.S. government, corporate,  
and securitized bonds in a single fund, VGAB is diversified across the 
maturity and credit-quality spectrums of multiple markets. Its foreign  
currency exposure is hedged to the Canadian dollar, lowering the volatility 
of the portfolio—an important part of our investment approach.

Vanguard U.S. 
Aggregate Bond Index 

ETF (CAD-hedged)

Vanguard Global ex-U.S. 
Aggregate Bond Index 

ETF (CAD-hedged)

Vanguard Global 
Aggregate Bond Index 

ETF (CAD-hedged)

Are you looking for a convenient and cost-effective way to add global 
bonds to your clients’ portfolios? The Vanguard Global Aggregate 
Bond Index ETF (VGAB) offers Canadian investors exposure to the 
broad investment-grade¹ bond universe.  

VBU VBG 

Vanguard Global Aggregate  
Bond Index ETF (CAD-hedged)
A simple way to access a global bond portfolio 

VGAB

VGAB
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ETF of ETFs structure
VGAB invests in a combination of VBU  
and VBG. This ETF of ETFs strategy lets 
VGAB achieve immediate scale and access 
to the global investment-grade bond market. 
 

 
 
Scalability leads to low costs
Because of its scalability, VGAB offers 
access to the global bond market at a low 
cost of 0.30%—significantly lower than  
the average 0.59%1 for the largest active 
global bond funds available to Canadians.  
VGAB seeks to closely track the benchmark  
and maintain bid-ask spreads, an important 
factor in the total cost of ownership. 

Broad diversification across issuers, 
markets, and yield curves
VGAB provides the convenience of a broadly 
diversified index approach. Allocations 
are continuously monitored and rebalanced 
monthly to better reflect the global 
investment-grade fixed income market.  

Importance of hedging currency risk
Fluctuations in currency exchange rates  
can be a significant source of volatility for 
global bond investors. VGAB invests in  
VBG, which holds international bonds, 
and VBU, which holds U.S. bonds. Both 
are hedged to the Canadian dollar to help 
reduce the volatility posed by currency 
exposure and allow the diversification 
benefits of foreign bonds to shine through.  

Simple, convenient exposure to 
the global investment-grade bond 
universe in a single ETF

1 Source: Bloomberg with Vanguard analysis (AW-management fee). As of December 31, 2019. 
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An allocation to global bonds provides exposure to 
additional inflation risk factors, economic environments, 
and market cycles. As such, it can expand a portfolio’s 
opportunity set and diversification potential without 
decreasing its total return. Vanguard research has  
shown that over the last 30 years, a global fixed  
income portfolio has had lower volatility than local  
bond markets (see chart below) provided that the  
currency risk was hedged. 
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The benefits of global bonds and hedging

Sources: Vanguard calculations, using data from Bloomberg Barclays and Thomson Reuters Datastream,

Notes: Data cover the period from January 1, 1988, to June 30, 2017. For the United States, the United Kingdom, and Australia, global hands are represented by the 
Citigroup WGBI from January 1, 1988, to December 31, 1989, and the Bloomberg Barclays Global Aggregate Bond Index thereafter. For Canada and the euro area, 
global bonds are represented by the Citigroup WWI from January 1, 1988, to January 31, 1999, and the Bloomberg Barclays Global Aggregate Bond Index thereafter.

Hedging the currency risk of a global bond allocation  
can be an effective way to reduce the volatility of  
the asset class, because the embedded currency  
exposure can introduce significant risk to relatively  
stable underlying bonds. In fact, hedging to an  
investor’s own currency results in a return stream  
typical of a high-quality investment-grade bond  
portfolio. From a cost perspective, the use of  
currency-hedging strategies protects against the 
uncertainty of future currency exchange rates and  
can help the ETF’s investment returns correlate more  
closely with the performance of international bonds.

Hedged global bonds tend to have lower volatility than local-market bonds
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Credit Quality

U.S. Government 28%

AAA 12.8%

AA 16%

A 19.2%

BAA 24%

Effective Maturity

<1 1.4%

1-3 22.8%

3-5 23.3%

5-10 25.9%

10-20 11.9%

20-30 12.5%

>30 2.2%

Market allocations 

United States 43.3%

Japan 10.2%

France 6.7%

Germany 5.6%

United Kingdom 4.4%

Italy 4.2%

Canada 3.8%

Spain 3.1%

Netherlands 2.5%

Supranational 2%

Fixed income sectors

Foreign Government 45.7%

Treasury 18.9%

Industrial 12.1%

Government Mortgage-Backed 10%

Finance 8.3%

Other 1.9%

Utilities 1.8%

CMBS 1.1%

Asset Backed 0.2%

Fund characteristics

7.5 years

9.4 years15,920
Number of bonds

Average duration

Average effective maturity

As of June 30, 2020, based on BNDW’s (Vanguard Total World Bond ETF) characteristics
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Performance history of underlying ETFs

Managed by a pioneer in bond indexing 
 
Vanguard is a pioneer in bond index investing, having 
introduced the first no-load bond index mutual fund in 
1986. Since then, Vanguard Fixed Income Group has 
developed a rigorous process to screen, evaluate, and 
select benchmarks for our bond index funds and ETFs.  
 
To obtain tight index tracking, Vanguard attempts to 
match the benchmark at the sector and subsector levels, 
to replicate the maturity and duration exposures, and to 
sample the issuer exposures in broad corporate sectors. 
 
Vanguard’s market expertise, risk control, and low  
costs combine to deliver a solid suite of fixed income 
investment products.

Moving ahead with global bonds 
 
With global bonds in your portfolio, you benefit from 
greater diversication while maintaing total returns. But 
global bonds’ currency moves can change a portfolio’s  
risk and return characteristics. So Vanguard hedges  
the currency exposures in the Global Aggregate Bond 
Index ETF to help investors reap the diversification 
benefits of a global bond investment. 

Inception date 1 year 3 year 5 year Since inception

Global ex U.S. Aggregate 
Bond Index ETF  
(CAD-hedged) (VBG)

30 Jun 2014 2.81% 3.62% 3.38% 3.47%

U.S. Aggregate Bond Index 
ETF (CAD-hedged) (VBU)

30 Jun 2014 8.49% 4.54% 3.69% 3.42%

As of June 30, 2020
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Important information

Commissions, management fees, and expenses all may be 
associated with investment funds. Investment objectives, risks, 
fees, expenses, and other important information are contained in 
the prospectus; please read it before investing. Investment funds 
are not guaranteed, their values change frequently, and past 
performance may not be repeated. Vanguard funds are managed 
by Vanguard Investments Canada Inc. and are available across 
Canada through registered dealers.

Date of publication: August 2020

This material is for informational purposes only. This material is not 
intended to be relied upon as research, investment, or tax advice and 
is not an implied or express recommendation, offer or solicitation to 
buy or sell any security or to adopt any particular investment or 
portfolio strategy. Any views and opinions expressed do not take into 
account the particular investment objectives, needs, restrictions and 
circumstances of a specific investor and, thus, should not be used as 
the basis of any specific investment recommendation. This material 
does not constitute an offer or solicitation and may not be treated as 
an offer or solicitation in any jurisdiction where such an offer or 
solicitation is against the law, or to anyone to whom it is unlawful to 
make such an offer or solicitation, or if the person making the offer or 
solicitation is not qualified to do so. In this material, references to 
“Vanguard” are provided for convenience only and may refer to, where 
applicable, only The Vanguard Group, Inc., and/or may include its 
affiliates, including Vanguard Investments Canada Inc. All 
investments, including those that seek to track indexes, are subject to 
risk, including the possible loss of principal. Diversification does not 
ensure a profit or protect against a loss in a declining market. While 
ETFs are designed to be as diversified as the original indexes they 
seek to track and can provide greater diversification than an individual 
investor may achieve independently, any given ETF may not be a 
diversified investment. Investments in bonds are subject to call risk, 
credit risk, income risk and interest rate risk. Please see the Vanguard 
ETFs’ prospectus for a description of the unique risks applicable to 
bond investing.  

 
BLOOMBERG® is a trademark and service mark of Bloomberg Finance 
L.P. BARCLAYS® is a trademark and service mark of Barclays Bank 
Plc, used under license. Bloomberg Finance L.P. and its affiliates, 
including Bloomberg Index Services Limited (“BISL”) (collectively, 
“Bloomberg”), or Bloomberg’s licensors own all proprietary rights in 
the Bloomberg Barclays Indices. The products are not sponsored, 
endorsed, issued, sold or promoted by “Bloomberg or Barclays”. 
Bloomberg and Barclays make no representation or warranty, express 
or implied, to the owners or purchasers of the products or any member 
of the public regarding the advisability of investing in securities 
generally or in the products particularly or the ability of the Bloomberg 
Barclays Indices to track general bond market performance. Neither 
Bloomberg nor Barclays has passed on the legality or suitability of the 
products with respect to any person or entity. Bloomberg’s only 
relationship to Vanguard and the products are the licensing of the 
Bloomberg Barclays Indices which are determined, composed and 
calculated by BISL without regard to Vanguard or the products or any 
owners or purchasers of the products. Bloomberg has no obligation to 
take the needs of the products or the owners of the products into 
consideration in determining, composing or calculating the Bloomberg 
Barclays Indices. Neither Bloomberg nor Barclays is responsible for 
and has not participated in the determination of the timing of, prices 
at, or quantities of the products to be issued. Neither Bloomberg nor 
Barclays has any obligation or liability in connection with the 
administration, marketing or trading of the products.

Information as of June 30, 2020. Because the fund is new, information 
shown is for Vanguard Total World Bond ETF,which has a similar 
investment mandate to the Canada-domiciled Vanguard Global 
Aggregate Bond Index ETF (CAD-Hedged) and is managed by the same 
investment advisors.

Connect with Vanguard  > vanguardcanada.ca  




