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VANGUARD GLOBAL EQUITY

OUR FUND PROFILES provide an in-depth review of our leading rated funds and are designed to give advisers, paraplanners 

and analysts an ‘under the bonnet’ view of the fund. In providing more detailed commentary than a standard fund factsheet 

we believe our fund profiles set the standard for the next generation of research notes, aiding in fund selection and in 

meeting the ongoing suitability requirements expected by the FCA, and helping ensure firms deliver good client outcomes.

All of our rated funds are subject to rigorous and ongoing scrutiny on both a qualitative and quantitative basis. Our fund 

methodology is available for download from the RSMR Hub – www.rsmr.co.uk

Vanguard Global Equity is a low cost, core global equity fund with a long-term focus, offering access to specialist external 

fund managers whose interests are aligned with their clients. 

The fund combines the skill sets of Baillie Gifford’s Global Alpha team and Wellington’s Global Opportunistic Value team with 

each manager responsible for investing half of the total portfolio. The Baillie Gifford team are long-term growth investors whilst 

the Wellington team utilise a value-orientated approach. Both firms have solid long-term track records investing in global 

equities.

The combination of these two managers, with different but complementary investment styles, helps widen the opportunity set 

and results in a well-diversified core holding for investors, offering good value for money.

Richard O'Sullivan – Investment Research Manager, RSMR

Richard began his career in financial services in 2012 working for national IFA Chase de Vere 

before moving to Lift-Financial. Richard joined RSMR in May 2020, immediately prior to which 

he worked for independent wealth manager Torevell & Partners (formerly Dewhurst Torevell) 

across several roles including Head of Investment Research. This involved conducting face-

to-face meetings with fund managers, carrying out investment research and contributing to 

asset allocation and fund selection as part of the Investment Committee. He also has extensive 

experience as a paraplanner and a pension transfer specialist, building bespoke investment 

solutions for high net worth individuals, trusts and charities.

Richard is a Chartered Financial Planner, a Fellow of the Personal Finance Society and holds the 

Investment Management Certificate. He graduated from the University of Manchester with a 

master’s degree in Mathematics.
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The sector comprises funds which are geographically diversified with 

at least 80% of their assets invested in global equities, typically with 

a primary objective of achieving long term capital growth. There are 

around 480 funds within the sector with over £173bn of assets under 

management as at October 2021.

The wide variation in the sector can make it difficult to draw meaningful 

comparisons between different strategies, particularly over the short-term. 

It is important to recognise this when looking at both absolute and relative 

performance numbers for funds in the IA Global sector.

We have seen a roller-coaster of market movements in the last 18 months. 

It is not unexpected that such a violent economic shutdown as we saw 

early in 2020 would cause a steep decline in company valuations. What 

has been more surprising has been the resilience of some sectors and 

markets and the speed of recovery. Central bank support was a key 

element in keeping businesses and economies afloat in the crisis and this 

backstopped markets from a freefall in the early stages of the pandemic. 

Since then, we have seen some sharp recoveries in certain sectors that 

have benefitted from the economic conditions. The most obvious has been 

the technology sectors, led in the US by the FAANG stocks (Facebook, 

Apple, Amazon, Netflix and Google). The stock market has been narrowly 

led, with a small group of significant winners. An academic study of 

US equity has shown that long-term equity returns are dominated by a 

relatively small number of stocks and found that nearly all the gains were 

delivered by only around 4% of the stocks. 

Globally, equities have benefitted from the lower discount rate on future 

profits, especially for stocks able to grow earnings on a reliable and 

regular basis.  Corporate profitability benefitted from low wage inflation, 

a possible symptom of secular stagnation. Equities which gained 

from technological and structural changes, such as the FAANGs, have 

delivered outstanding returns. Similarly, many less well known but equally 

technology enabled disruptive business models have also benefitted from 

declining discount rates. Secular stagnation has also arguably allowed a 

change in fiscal policy during the pandemic to be received calmly by bond 

markets who had become accustomed to large scale central bank QE and 

rising budget deficits.

The greatest potential for an upset to equity markets would be a sustained 

rise in bond yields if markedly higher levels of inflation lead to significant 

monetary tightening down the road.  Investor complacency is always a 

danger and perhaps the most worrying aspect for markets is that there 

are now much higher levels of optimism. Short term valuations remain 

elevated, although an economic rebound will see multiples fall quickly 

if the expected earnings improvement comes through.  Over the course 

of 2020 many companies reduced their cost base, so the recovery in 

corporate earnings, combined with the inherent operational gearing of 

most businesses, means earnings can recover much more rapidly to 

previous peak levels than GDP.  Overall, with further positive vaccine 

announcements and a normalisation of economic activity, combined with 

the extremely low level of bond yields and cash interest rates, investors 

should remain positive about equity markets. However, this is subject 

to setbacks if Covid-19 becomes out of control or shorter-term cyclical 

inflationary pressures increase, inducing periods of volatility. 

IA GLOBAL
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Vanguard Asset Management was founded in 1975. It is a mutual 

company i.e. it is owned by its US domiciled funds, which are owned by 

their shareholders. Vanguard’s mutual structure aligns the shareholders’ 

interests with those of their investors and drives the culture, philosophy 

and policies throughout the Vanguard organisation across the globe. The 

mutual structure also means that clients need not be concerned about the 

company being acquired by another investment management group. 

As at 31 October 2021 total assets under management stood at $8.4 

trillion. The company employs over 17,300 people across the globe and 

is one of the world’s largest investment management companies, with a 

presence in Australia, Europe, Asia and the Americas.  

In the UK, Vanguard leverages the scale, experience and resources of their 

global business. A key aspect of the Vanguard philosophy is their desire to 

keep costs low to enable them to return profits to investors through lower 

costs and, as assets under management have increased globally, they 

have been able to reduce expense ratios for investors in their funds.

Despite being more well known in the UK for their range of index funds, 

Vanguard have been managing active funds since the firm was founded.  

At the outset, their fund range comprised entirely active funds, but they 

established the world’s first index mutual fund for individual investors in 

1976 and have been a leader in low-cost index investing ever since.

Vanguard established its UK business in June 2009, with a UK domiciled 

range of index funds, having already established a range of Ireland-

domiciled UCITS funds for European institutional investors in 1998. In 

2011, they consolidated their European operations in London, launching 

Vanguard Asset Management Limited (VAM). The European business also 

has offices in Paris, Amsterdam and Zurich.

Vanguard serves institutional and retail investors.  The retail funds 

are available on most of the major wraps and retail platforms and are 

predominantly made available to retail investors via independent financial 

advisers, private wealth managers and fund platform providers.

VANGUARD ASSET MANAGEMENT
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VANGUARD GLOBAL EQUITY

Manager Baillie Gifford (50%) and Wellington (50%)

Structure UK Regulated OEIC UCITS compliant

IA Sector IA Global

Launched 25 May 2016

Fund Size £349.5 as at 31 October 2021

Fund Manager
In their active fund range, Vanguard often make use of the skills of external 

portfolio managers who they believe are capable of generating strong 

long-term investment returns versus benchmarks and peers. In this fund, 

they have paired two traditional bottom-up managers with different but 

complementary styles – one growth orientated (Baillie Gifford) and one 

value orientated (Wellington) – to deliver a core global equity mandate.

Vanguard’s Portfolio Review Department (PRD) has responsibility for 

implementing the manager selection process, which includes evaluating 

external managers for potential mandates, as well as internal portfolio 

managers, such as the Quantitative Equity Group and the Fixed Income 

Group. Internal portfolio managers are subjected to the same level of 

scrutiny as external fund managers.

When evaluating current and prospective managers, Vanguard’s PRD use a 

framework focusing on quantitative and qualitative criteria, not short-term 

performance. Sometimes the process results in the selection of internal 

fund management teams, otherwise Vanguard utilises the expertise of 

external portfolio managers, provided they are philosophically aligned with 

Vanguard. Using external managers gives Vanguard access to a much 

broader talent pool than they would otherwise have in an area where 

skill is critical. Investment mandates are only awarded to external fund 

managers if the PRD has conviction in their ability to generate long-term 

outperformance.

Baillie Gifford

Baillie Gifford is one of the UK’s largest private investment managers. 

The firm was founded in 1908 in Edinburgh where it continues to have 

its headquarters. The firm is a private partnership wholly owned by the 

current partners who all work full time in the business. The partnership 

structure affords the company significant stability and independence, 

which means they focus on the best interests of their clients. Their sole 

business is investment management with more than half of funds under 

management in international and global portfolios. Vanguard has been 

using Baillie Gifford as a sub-adviser since 2003.

Baillie Gifford’s Global Alpha team are responsible for managing 50% of 

the fund’s portfolio through a long-term global equity growth strategy. 

The team consists of investment managers Spencer Adair, Malcolm 

McColl, and Helen Xiong, all of whom have significant experience of global 

investing. Spencer and Malcolm have been involved in the Global Alpha 

strategy since its inception in May 2005 and alongside Helen they have 

full ownership and accountability for all portfolio decisions. Helen Xiong 

has been added to the team following the retirement of Charles Plowden in 

April 2021. Succession planning is an important aspect that Vanguard look 

for when selecting investment partners and this is an area in which Baillie 

Gifford are particularly strong. 

Spencer Adair graduated with a BSc in Medicine from the University of St 

Andrews in 1997, followed by two years of clinical training in Edinburgh. 

He joined Baillie Gifford in 2000 and spent time working in fixed income, 

Japanese, European and UK teams, before becoming an investment 

manager for the Global Alpha strategy. Spencer is a CFA Charterholder and 

became a partner in 2013.

Malcolm MacColl graduated with a MA in Economics & History in 1998 

and an MLitt in Economics, Politics & Management in 1999 both from the 

University of St Andrews. He joined Baillie Gifford in 1999 and has spent 

time working in the UK small cap team and the North American team. 

He has been an investment manager in the Global Alpha team since its 

inception and he became a partner in 2011. He is a member of the UK 

Society of Investment Professionals (UKSIP).
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Helen Xiong graduated with a BSc (Hons) in Economics from Warwick 

University in 2007 and an MPhil in Economics from the University of 

Cambridge the following year. She joined Baillie Gifford in 2008 and 

spent time working on their developed Asia, UK, North America, Emerging 

Markets, and Global Equity teams prior to becoming an investment 

manager in the US Equities team whilst working closely with the Global 

Alpha team.  Before coming to live and work in the UK, Helen has lived in 

China, South Africa, and Norway. 

The managers can draw on the wider capabilities of over 90 research 

analysts and the firm’s other investment teams.  

Wellington Management 

Wellington’s Global Opportunistic Value team are responsible for managing 

50% of the fund’s portfolio with the strategy being managed by a senior 

and experienced team led by portfolio manager David Palmer who is 

supported by 8 senior equity analysts. In addition, the team draws on over 

50 global industry analysts, as well as credit and technical analysts, macro 

analysts and traders.

David Palmer graduated from Stanford University with a BA in English 

1993 and obtained an MBA in Finance from the University of Pennsylvania 

in 1998. He is a CFA Charterholder. He joined Wellington in 1998 and 

his investment management responsibilities include both US domestic 

and global value mandates. While his research is primarily focused on 

the energy sector, he also follows other industries including automotive, 

education, and IT services for a number of specialised portfolios. Prior 

to joining Wellington, he worked in equity sales, trading, and research at 

Cantor Fitzgerald.  

Wellington Management is a private partnership, and every partner is 

a full-time participant in the activities of the firm. This structure aligns 

the firm’s interests with those of their clients. It also provides stability 

to ownership and management. Wellington believes that it enables it 

to attract and retain talent and mitigate key-person risk.  They place 

an overarching emphasis on maintaining a fiduciary mind-set that 

incorporates multiple layers of risk management.

Wellington is purely an investment management company. It has no other 

business interests which minimises any potential conflicts of interest that 

might otherwise arise.  Wellington is committed to producing independent 

research across a broad spectrum of investment disciplines, and they have 

allocated significant resources to building and supporting experienced 

research teams. Analysis is a career path at the firm with many analysts 

becoming partners. Many of their analysts have been following the 

same companies and industries for 15 to 20 years or more. This depth 

of experience over many market cycles gives them a solid foundation on 

which to build.

The firm’s investment culture revolves around the free exchange of ideas 

and healthy debate. It has a relatively flat management structure, and 

one which separates investment management functions from business/

operations functions, allowing investment professionals to focus on 

delivering investment returns.

Fund Objectives & Targets
'The fund is designed to meet the following objective:

z The fund seeks to provide an increase in the value of investments over 

the long-term (more than 5 years). 

The fund’s benchmark is the FTSE Developed Index, and it has a target 

tracking error of between 2.5 and 4.5%. The fund’s active share will be in 

the region of 85 -90%.
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Investment Philosophy & Process 
The fund pairs two traditional, bottom-up complementary managers – one 

growth orientated, and one value orientated – to deliver a core global equity 

mandate. Vanguard seek deep, committed relationships with investment 

managers to focus on long-term returns.

Baillie Gifford

Baillie Gifford’s core investment philosophy is that share prices ultimately 

follow earnings. They therefore look to make long term investments in well-

managed businesses which enjoy sustainable, competitive advantages.

Baillie Gifford’s Global Alpha strategy is a long-term equity growth 

proposition. The key source of long-term outperformance is stock selection. 

A thorough fundamental analysis is carried out on all stocks that are 

considered for inclusion in the portfolio and the main focus is to establish 

whether each company has a sustainable competitive advantage that 

will allow management to deliver above average growth in earnings and 

cashflow. Geographic and sector exposures are a function of this selection 

process and not an overt expression of any strong macro-economic views. 

This approach leads to a portfolio which looks very different from the index 

and an active share (defined as a percentage of the portfolio that does not 

directly overlap the index) of around 90%. As long-term investors, another 

characteristic of the portfolio is that turnover will normally be low, in the 

range of 20-33% (since inception, it has been towards the lower end of this 

range), implying an average stock holding period of 3-5 years.

Baillie Gifford believe that companies can grow at different rates for several 

reasons, with some being more cyclical than others and many being at 

different stages in their corporate life cycles. By looking to capture growth 

from several sources, Baillie Gifford will consider companies in a range of 

industries that other growth investors may overlook, differentiating them 

from their peers. They categorise stocks into one of four types: stalwart 

growth, rapid growth, cyclical growth and latent growth.

Stalwart growth companies have durable franchises which deliver robust 

profitability in most macroeconomic environments. Their competitive 

advantages include dominance in particular markets, customer loyalty and 

strong brands.

Rapid growth companies are early-stage businesses with vast growth 

potential. They tend to be innovators attacking existing profit pools or 

creating new markets.

Cyclical growth companies are subject to macroeconomic and capital 

cycles with significant structural growth prospects. In this category they 

look for strong management teams who are highly skilled and disciplined at 

allocating capital.

Latent growth comes from companies which have specific catalysts that 

will drive above average earnings in future. They are typically out of favour 

because recent operational performance has been unspectacular or poor 

with many market participants placing significant emphasis on near term 

considerations rather than long-term growth potential.

The portfolio typically has a high weighting of around 70% to the first two 

‘buckets’ of stalwart and rapid growth.

The Global Alpha team spend the majority of their time analysing stock 

ideas and they draw on the experience the wider Baillie Gifford regional 

equity teams and global sector research specialists, taking into account 

stock ideas generated by these teams. Ideas are debated in a global 

context, and if more work is required, it is carried out by the Global Alpha 

team themselves or the regional investment team/global sector research 

specialist, whichever is most appropriate.

All research at Baillie Gifford is done internally, using a wide range of 

sources, including the companies themselves. They undertake an extensive 

programme of company meetings, and they aim to see all their major 

holdings at least once a year. The global universe of around 10,000 stocks 

is screened for liquidity and market capitalisation (c. $2bn) which reduces 

the universe down to around 3,000 stocks. The discovery part of the 

process involving the wider Baillie Gifford team reduces the universe to a 

more focused list of 750 stocks. There then follows ongoing fundamental 

research and debate which eventually generates buy and sell ideas.
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Typically, there are three broad groups of holding size: c.0.5% holdings, 

c.1% holdings and c.2% holdings, based on levels of conviction and risk. 

There will typically be between 70 and 120 stocks in the portfolio.

Sell decisions are based on the results of a frequent re-examination of 

existing holdings. Particular attention is paid to any adverse changes in 

fundamentals, a loss of confidence in management or valuations where 

the managers believe the market fully reflects their long-term view. Their 

analysis enables them to question whether a company is performing in line 

with their expectations and, if not, whether a sale is appropriate.

Wellington Management

Wellington use a value-orientated approach focused on longer term 

fundamentals. They aim to create a portfolio that generates an attractive 

total return through income and capital growth. Wellington favour shares 

trading at a deep discount to the market where they believe there is 

significant upside. 

The Global Opportunistic Value team selects stocks from a broad universe 

of equity securities with market capitalisations typically greater than 

US$500 million. The main criteria for evaluating stocks within the Global 

Opportunistic Value universe is based on determining a company’s 

normalised long-term earnings power and relative PE ratio based upon the 

team’s assessment of long-term earnings growth, cash flow, dividend yield, 

financial strength and other qualitative characteristics. This evaluation is 

supplemented by additional valuation measures in order to identify stocks 

priced at a significant discount to their total return potential.

Proprietary, bottom-up fundamental research is the cornerstone of the 

Global Opportunistic Value investment process. Equity research is divided 

along industry lines with each team member responsible for providing 

fundamental research and stock recommendations on companies within 

his/her defined industries. David Palmer, the fund manager, is responsible 

for buy and sell decisions and portfolio construction.

Wellington Management encourages a team-orientated approach across 

its investment management teams, through a collegial and transparent 

investment culture. The Global Opportunistic Value team supplements their 

research efforts with support from the broader investment team, including 

the firm’s global industry analysts, who are more specialised with respect 

to industry coverage and are able to offer a more granular perspective. The 

collaborative dialogue between the portfolio manager, global opportunistic 

value analysts, global industry analysts, and other portfolio managers 

and team analysts in other investment groups in the firm, provides the 

opportunity for the team’s view to be pressure tested and regularly 

challenged.

Direct contact with company management (in Wellington’s offices or on 

site), suppliers, customers, and competitors are also an important part of 

the research process. 

The portfolio will typically hold 85 to 120 stocks and individual stocks are 

conviction-weighted based upon upside potential relative to downside risk. 

Market capitalisations are unconstrained but will generally be greater than 

US$500 million. Regional weights are unconstrained and sector weights 

may be as much as 15% above or below the benchmark position.

External Manager Selection Process
Vanguard’s sub-adviser selection and monitoring process is led by 

Vanguard’s Chief Executive Tim Buckley, with all appointments individually 

approved by the Vanguard board of directors.

Vanguard’s Portfolio Review Department (PRD) identifies investment 

managers who it believes are able to deliver strong long-term investment 

returns for clients and with whom they can develop and maintain long-term 

relationships. In doing this, they look for firms which have a similar culture 

to Vanguard. A number of tools are used to identify manager candidates, 

including the PRD’s proprietary database, external databases and 

Vanguard’s existing network of sub-advisers. Each year, Vanguard conducts 

hundreds of meetings with potential investment advisers from around the 

world. 
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The factors taken into account include:

z The Firm – Is it stable? What is the ownership structure? Does this align 

with client interests? What are its financial and asset trends? How does it 

incentivise its employees?

z The People – What is the firm’s staff tenure and experience? Does it have 

depth and stability of talent?

z The Investment Philosophy – Does it have an enduring, easily articulated 

philosophy shared by its investment professionals?

z The Investment Process – Is it stable/proven? Does it generate a portfolio 

consistent with stated philosophy?

z The Investment Portfolio – Does the investment portfolio clearly reflect its 

philosophy and process? Does it have consistent characteristics over time?

z Performance – Does the firm have a history of competitive results versus 

benchmarks and peers over the long term? Has it demonstrated success in 

different market environments?

If an investment manager is worth pursuing as a candidate to run a 

mandate, PRD members meet the firm’s executives, portfolio managers, 

traders and other essential personnel to gather more data and insight. The 

information they seek includes organisational and ownership structure, 

succession plans, history, code of ethics, written compliance practices and 

trading-allocation procedures.

The PRD analyses the data on all the candidates and narrows down the 

list, summarising the pros and cons of each choice. One more level of 

evaluation takes place – a final candidate review by the Global Investment 

Committee (GIC) chaired by Tim Buckley and including a number of 

Vanguard managing directors. The GIC meets with each candidate and then 

selects the manager(s) to recommend to the Vanguard Board of Directors.

Using qualitative and quantitative metrics, Vanguard aim to combine 

managers who offer different investment styles and characteristics, such 

as combining small firms with large firms, and concentrated portfolios with 

diversified portfolios. Each individual manager must possess a different 

investment process and source of long-term outperformance. They combine 

managers who complement one another in style and seek to reduce short-

term volatility whilst still capturing the outperformance of each sub-adviser. 

Vanguard has been employing a multimanager approach since 1987. 

All funds, whether managed internally or externally, are entirely under 

Vanguard’s control. Having conducted extensive due diligence on the sub-

adviser and mandated them to run the funds, Vanguard are not involved in 

the day to day decision making (e.g. stock selection) on the fund.

Vanguard’s oversight operations aim to ensure that each fund stays true to 

its mandate, and that each external manager continues to have the traits 

and processes that prompted Vanguard to hire them in the first place. With 

several layers of scrutiny, they monitor all fund portfolios across multiple 

criteria. 

Three Vanguard bodies perform fund / portfolio monitoring:

z Vanguard Board of Directors (which provides fiduciary oversight of funds 

and final approval of decisions about funds and advisers)

z Global Investment Committee (which undertakes ongoing fund oversight 

and decision making)

z Portfolio Review Department (which has full time responsibility for fund 

oversight and manager research)

Risk Management
Risk management responsibilities for the traditional active funds lie both 

with Vanguard, and with the external sub-advisers. Ultimately, Vanguard 

assumes the responsibility for the risk management of the fund but the 

combination of the Vanguard risk management team and those of the 

external fund managers provides more than one level of risk control.

Within Vanguard’s Portfolio Review Department (PRD), the Oversight & 

Manager Search team is primarily responsible for adviser oversight and for 

ensuring that a fund’s managers maintain their stated strategy on behalf 
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of Vanguard’s Board and Global Investment Committee (GIC). The team 

comprises over 20 experienced investment professionals with academic 

and professional investment experience including 10 CFA Charterholders. 

The PRD applies the same oversight to Vanguard’s internally managed 

mandates as it does to those managed by third parties. The PRD meets 

weekly and their work is reviewed by the GIC and the Board.   

Baillie Gifford

Bailie Gifford’s dedicated Investment Risk Team is entirely independent 

of the global equity investment managers. The team uses a range of 

tools and measures to analyse the risk within portfolios including ‘active 

share’, delivered tracking error and the spread of stock specific risk. 

Importantly, their investment risk team is also experienced in assessing 

the methodology and limitations of the different tools, and how to interpret 

their output in different market conditions. Overall, Baillie Gifford believes 

that these tools can add value to the investment monitoring process if used 

intelligently and pragmatically. The Investment Risk Team reports formally 

every quarter to the investment managers, client service team and Baillie 

Gifford’s Investment Risk Committee (chaired by an investment partner).

Wellington Management

Responsibility for analysing and managing risk in individual client portfolios 

rests with the portfolio manager, together with oversight by functional 

line management. Portfolio managers report to line management in each 

investment area and are further subject to the oversight provided by 

the firm’s investment review groups.  Review groups are organised by 

investment approach and are supported by analytics relating to portfolio 

composition, product integrity, performance, and risk characteristics. 

It is the responsibility of the global relationship group to ensure that the 

expectations of each client are being met in the management of the client’s 

account and to provide the client with regular reporting on its portfolio.

From an investment standpoint, risk is monitored and managed at the 

security, sector and total portfolio levels. For each portfolio position, the 

Global Opportunistic Value team assesses company specific risks, including 

but not limited to: balance-sheet risks, debt ratios and debt maturity, 

volatility, industry concentration and factor risks. Supplementing the 

portfolio team’s work, portfolio level analysis and performance attribution 

is performed by the product management group and reviewed with the 

portfolio manager on a regular basis, generally quarterly. This analysis is an 

integral part of the investment management process and allows the team 

to understand the marginal contribution to risk, style characteristics and the 

proportion of risk attributed to different factors.

The team look to understand the key performance drivers for each stock 

and overlay this with sector and industry insights in order to fully grasp the 

impact of any changes at company, industry and country level, as well any 

macroeconomic factors. 

While the product management group works closely with the portfolio 

manager, they are an independent resource with an objective of monitoring 

and maintaining the integrity of each investment approach.

Portfolio risk is also measured by comparing a portfolio to its benchmark 

and universe of peers, specifically in the form of risk characteristics 

including tracking risk, standard deviation, Sharpe ratio and information 

ratio. Key financial ratios and Barra risk factor exposures are also 

monitored. Importantly, multiple technologies are employed – both in-house 

software and third-party programs – thereby ensuring a more holistic 

approach is taken.  

ESG Integration and Engagement

Baillie Gifford 

Baillie Gifford became signatories of the UN Principles for Responsible 

Investing in 2007 and ESG considerations are built into the investment 

process to ensure the long-term investment case remains robust in the 

face of an ever-changing background. Baillie Gifford actively engage with 

their investee companies on issues such as sustainability, board structure 

and environmental impact. There is also a dedicated Governance and 

Sustainability team who work alongside the fund managers on these issues 

and assist them in utilising proxy voting to effect change.
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Wellington

The team do not screen out stocks based on their ESG score and it is 

sometimes the case that controversy surrounding one of these factors 

contributes to a share price fall and an attractive entry point. The team 

seeks to understand the ESG issues surrounding a stock and believe that 

value can be added by picking up stocks that have an improving ESG 

profile, rather than those at the end of the journey. Wellington’s dedicated 

ESG team help the managers to identify issues but also to engage with 

investee companies.

Page 13



PAST & CURRENT POSITIONING/STRATEGY

At fund level the sector exposure is relatively similar to the benchmark 

due to the differing strategies employed in each half of the portfolio. At 

the end of September 2021, the fund had overweights in healthcare, and 

consumer services, with underweights in consumer goods, industrials and 

technology. However, the largest deviation to the benchmark is around 6%, 

meaning that a lot of the long-term outperformance can be attributed to 

stock selection.

Baillie Gifford 
Baillie Gifford manage 50% of the fund and look to make long term 

investments in well-managed businesses which enjoy sustainable, 

competitive advantages. They are growth orientated investors but 

categorise different types of growth with a view to investing in stocks that 

more traditional growth orientated investors could miss.

The long-term nature of the investment philosophy at Baillie Gifford 

means that overall positioning is unlikely to change drastically from 

year to year. Individual names are bought on the basis of strength in the 

underlying fundamentals and typically only sold due to a weakening in 

these fundamentals rather than as a direct reaction to macro-economic 

changes.

In the short term, allocation to emerging market technology has been 

a detractor, with names such as Alibaba and Naspers falling due to 

issues in China relating to regulatory changes. The bulk of Naspers fall is 

attributable to Tencent, which fell partly due to regulatory issues but also 

due to a commitment to increased capital spending which will supress 

profit margins. The team believe that Tencent is a world class business 

and retain conviction in the holding.

Alibaba held up relatively well during the coronavirus outbreak as a 

company which could benefit from the global lockdown. It falls into the 

‘rapid growth’ bucket and is an extremely high growth ecommerce firm 

which has been central to China’s transition to a consumer led economy. 

The company is ambitious and is investing heavily its own growth. China 

has over one billion internet users, who use the internet in a far more 

intensive way than most of their western peers. In a country where more 

than 150 cities have over one million inhabitants – the US has 10 – urban 

densities cut the costs of delivering physical goods to China’s citizens. 

The sheer amount of data that this produces is allowing China to build 

competitive advantages in other areas, such as cloud computing, to which 

Alibaba is also central. Further to this, mobile payments are also likely 

to be increasingly important to the future growth of Alibaba. There are 

over 500m active users of Alipay and it does ten times the number of 

transactions of PayPal. In fact, Chinese mobile payments as a business is 

fifty times the size of the equivalent in the US. It is conceivable that online 

payments could be a $5trn market and Alipay is also the gateway to other 

financial services products such as wealth management and insurance.

Developed market technology remains a key area and holdings like 

Microsoft, Alphabet and Amazon feature highly in the portfolio. Amazon 

is one of the most dynamic and innovative companies in Baillie Gifford’s 

investment universe. It is a global e-commerce company, as well as having 

significant market share in cloud computing, advertising, hardware and 

media in areas such as gaming, video, and music. It also serves as an 

online platform for third party retailers leveraging Amazon’s considerable 

logistics infrastructure and as a significant player in the Internet of 

Things through its Alexa devices. Amazon dominates several areas and 

has continued to take market share in e-commerce which Bank of Am   

erica recently estimated to be as much as 44% in the US. This level of 

competitive advantage aligns with the core investment philosophy of 

Baillie Gifford as a driver of long-term returns. Amazon performed very 

strongly as the coronavirus pandemic played out in markets and was a 

contributing factor to the outperformance of the fund over this period, as 

well as over the long-term.  

MasterCard is an example of a company that falls into the ‘stalwart 

growth’ bucket. It is the world’s second largest electronic payment 

network after Visa (also held in the Global Alpha portfolio) and is capital 

light, has strong returns and a scalable business model. Growth is wholly 

self-funded and is driven by 3 factors: the continued shift from paper to 

electronic payments, the expansion of cross-border transactions and the 
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surge in e-commerce. Visa and MasterCard operate payment processing 

networks that facilitate the authorisation, clearing and settlement of 

payment transactions. Both companies have been highly successful 

long-term holdings for Global Alpha. This share price performance reflects 

both extremely strong and consistent operational performance as well as a 

broader reappraisal by the market of the quality of these businesses.  

A stalwart growth company in the portfolio is Moody’s, a global leader in 

the market for credit ratings research in Moody’s Investor Services (c.60% 

revenues) and risk analysis in Moody’s Analytics (c.40% revenues). The 

oligopolistic position with S&P and Fitch in the Investor Services business 

has proved durable and new entrants have failed to emerge and Moody’s 

Analytics is a high-quality business with recurring revenues of around 

75%. Baillie Gifford believe there is further scope to improve profitability as 

the analytics business builds scale.

Moderna was the strongest contributor to performance over the 12 months 

to September 2021 due in large part to its sales associated with Covid-19. 

With the Delta variant still proving troublesome to quell, the stock is likely 

to continue posting good sales numbers in the coming months.

Wellington
Wellington manage the other 50% of the fund, and they aim to provide 

better returns than the broader market over the long-term by investing in 

companies they believe are relatively undervalued.

The manager employs an opportunistic approach to value investing and 

typically looks to purchase companies that would otherwise be regarded 

as high quality but have a depressed share price due to the market 

focusing on short-term concerns. The style is differentiated from the 

majority of peers as the manager’s entry point into stocks is typically other 

investors’ exit point.

An example of the process in action is Carter’s, the US market leader 

for children’s clothing. When trade tensions between China and the US 

began many investors were nervous over the potential impact to supply 

chains and the share price fell heavily. Wellington carried out research 

and discovered that Carter’s had already moved some of their production 

outside of China and were not likely to be as affected as the share price 

suggested. This provided an opportunity to add a quality name to the 

portfolio at an attractive entry price.

The Wellington team initiated a new position in biotechnology company 

Seagen in the third quarter of 2021. The company is engaged in the 

development and commercialisation of antibody-based therapies for the 

treatment of cancer. The team is excited about Seagen’s current portfolio 

of three approved oncology drugs along with their pipeline of drugs in trial. 

Another holding in China is Sands China, the casino and resort operator 

based in Macau. This has come under a little pressure in recent months 

due to continued Covid-19 restrictions as well as announcements from 

the Chinese government regarding the renewal of gaming licenses. David 

Palmer, the lead manager on the strategy, feels that the share price 

reflected a worst-case scenario that he does not believe will come to pass. 

As such he used the recent share price weakness to add to the position. 

The portfolio is constructed through bottom-up stock selection and at 

present this has resulted in an underweight position to the US and an 

overweight to Europe and the Asia Pacific region. Opportunities have 

presented themselves in financials which makes up a significant portion of 

the portfolio whereas the relatively high valuation of large cap technology 

stocks mean the portfolio is underweight to these names. The value 

style will also typically move the portfolio down the market capitalisation 

spectrum and at present the average market cap is around $15bn against 

the benchmark which is around $48bn.
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PERFORMANCE

Performance over 3 years to 31 October 2021

The fund was launched in May 2016 and so has just passed its five-year 

anniversary. The underlying portfolio managers have long-term track 

records managing global equity mandates, albeit in very different styles.

For the most part, the fund has outperformed the IA Global sector average 

and performed in-line with its benchmark. It has done so over a period 

when the growth style of investing has had a greater degree of success 

than the value style which has lagged significantly.

The fund has performed well, and it outperformed the benchmark during 

the highly volatile first quarter of 2020. More recently, the fund did 

underperform in the third quarter of 2021 but in the 12 months to end 

September it remained ahead of its benchmark and sector. 

All active funds experience periods of underperformance and despite its 

strong record so far, Vanguard Global Equity is of course no different. It is 

intended as a long-term core investment for those with a preference for 

active management. 

Source: Vanguard
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Vanguard Global Equity IA Global 
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SUMMARY & EVALUATION

Vanguard Global Equity is a low cost, core global equity fund with a long-

term focus, offering access to specialist external fund managers whose 

interests are aligned with their clients. 

The fund combines the skill set of Baillie Gifford’s Global Alpha team and 

Wellington’s Global Opportunistic Value team. Both firms are partnerships 

in which all of the partners work on a day-to-day basis. In addition, neither 

firm has any business interests other than investment management.

The combination of these two managers with contrasting but 

complementary investment styles helps widen the opportunity set and 

results in a well-diversified core holding for investors, offering good value 

for money. Both teams have established credible track records through the 

consistent application of their investment processes over time.

Baillie Gifford’s Global Alpha strategy is a long-term equity growth 

proposition. Stock selection, based on fundamental analysis, is the key 

source of outperformance and the management team focus on companies 

that can achieve sustainable levels of above average growth in earnings 

and cashflow. 

Wellington use a value-orientated approach focused on longer term 

fundamentals. They aim to create a portfolio that generates an attractive 

total return through income and capital growth by favouring shares trading 

at a deep discount to the market. 

The Ongoing Charges Figure of 0.48% ensures that the fund has a 

significantly lower changing structure than actively managed global 

equity funds which are typically 20 basis points (or more) higher. Through 

compounding, the effect of lower charges on performance can be 

significant in the longer-term. This fund will typically have an active share 

of 85-90%.

Vanguard Global Equity is designed to carefully manage the balance 

between value and growth. Both of the managers have demonstrated 

the ability to contribute long term outperformance through bottom-up 

fundamental analysis above and beyond that achieved simply by their style 

being in favour.

Page 17



ABOUT US

Established in 2004 RSMR provides research and analysis to firms working 

across the UK’s personal financial services marketplace. 

Our work is completed with total impartiality, without any conflict of 

interest and delivered to a high professional standard by a team of 

experienced and highly qualified people.

Working with advisers
We provide specialist research, analysis and support to a diverse range 

of financial advisers and planners helping them to deliver sound advice 

to their clients, backed by rigorous and structured research and due 

diligence.

The main regulatory body in the UK, the FCA, states that personal 

recommendations made by advisers should be ‘based on a comprehensive 

and fair analysis of the relevant market’ and this has led to closer scrutiny 

of the whole advice process. Our solutions are designed to help advisers 

meet these challenges whilst recognising that advisory firms require a 

range of flexible options that best meet their own business needs and 

those of their clients.

Working with providers
We work with all the leading fund groups, life and pension companies 

and platform operators across the financial services sector offering 

straight forward and pragmatic advice to help add value and improve their 

business performance and efficiency whilst treating customers fairly in line 

with FCA requirements.

Ratings
Our innovative ratings are now recognised as market leading and cover 

a broad area of investment solutions including single strategy funds, SRI 

funds, Multimanager and multi-asset funds, DFMs and investment trusts. 

Our familiar ‘R’ logo is now recognised as a trusted badge of quality by 

advisers and providers alike and a ‘must-have’ when selecting funds. Our 

ratings are founded on a strict methodology that considers performance 

and risk measures but places a greater emphasis on the ability of fund 

managers to continue to deliver performance in the years ahead. based on 

our in-depth face-to-face meetings with fund managers across the globe. 

We understand financial services and we will work alongside you to deliver 

tailored solutions that are right for your clients and your business. 

Our research. Your success.

The data and information in this document does not constitute advice 
or recommendation. We do not warrant that any data collected by us, 
or supplied by any third party is wholly accurate or complete and we 
will not be liable for any actions taken on the basis of the content or 
for any errors or omissions in the content supplied.

All opinions included in this document and/or associated documents 
constitute our judgement as at the date indicated and may be changed 
at any time without notice and do not establish suitability in any 
individual regard.

©RSMR 2021. All rights reserved.
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