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Vanguard Canadian Aggregate Bond Index ETF

Management Discussion of Fund Performance
Investment Objective and Strategies

Risk

The investment objective of Vanguard Canadian Aggregate
Bond Index ETF (the “ETF”) is to track, to the extent reasonably
possible and before fees and expenses, the performance of
the Bloomberg Barclays Global Aggregate Canadian Float
Adjusted Bond Index (the “Index”). The Index is a market
capitalization-weighted index that represents a wide spectrum
of public, investment-grade fixed income securities issued in
Canada—including government, government-related and
corporate products—all with maturities of more than one year.

The risks associated with an investment in the ETF remain
as discussed in the ETF’s most recent prospectus. During the
period that began January 1, 2018, and ended December 31,
2018, there were no changes to the ETF that materially affected
the overall risk level associated with an investment in the ETF.

To achieve its investment objective, the ETF employs a
“passive management,” or “indexing,” investment approach
designed to track the performance of the Index by holding a
broadly diversified subset of securities that, in the aggregate,
approximate the full Index in terms of primary risk factors,
including duration, yield, quality, sector distribution and issue
exposure, as well as other key characteristics of the Index.
The ETF maintains a dollar-weighted average maturity
consistent with that of the Index, which generally ranges
between five and ten years.

Results of Operations
For the 12 months ended December 31, 2018, Vanguard
Canadian Aggregate Bond Index ETF returned 1.34%,
compared with the 1.32% return of its benchmark, the
Bloomberg Barclays Global Aggregate Canadian Float
Adjusted Bond Index. The ETF’s management fees and
other operating expenses reduced performance relative
to the Index by 0.09 percentage point. Other miscellaneous
factors made a slightly positive contribution.

Recent Developments
There are no recent developments to report.

This annual management report of fund performance contains financial highlights but does not contain the complete annual financial
statements of the ETF. You can obtain a copy of the annual financial statements at your request, and at no cost, by calling 1-877-410-7275,
by writing to us at 22 Adelaide Street West, Suite 2500, Toronto, ON M5H 4E3 or by visiting our website at vanguardcanada.ca or SEDAR
at sedar.com. You may also contact us using one of these methods to request a copy of the ETF’s proxy voting policies and procedures,
proxy voting disclosure record and/or quarterly portfolio disclosure.
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Related Party Transactions
Vanguard Investments Canada Inc. (the “Manager”) is the
manager, trustee, portfolio manager and promoter of the ETF,
and is entitled to receive a management fee for its services
that is paid by the ETF to the Manager (see “Management
Fees” below).
From time to time, the Manager may, on behalf of the ETF,
enter into transactions or arrangements with or involving
certain persons or companies that are related to the Manager
when, in the discretion of the Manager, it would be in the best
interests of the ETF to do so. The purpose of this section is to
provide a brief description of any transaction or arrangement
with or involving the ETF and a related party.

Sub-Advisor
The Vanguard Group, Inc. (“VGI”), the indirect parent of
the Manager, has been retained by the Manager to act as
sub-advisor to the Manager in connection with the ETF.
As sub-advisor, VGI manages the investment portfolio of
the ETF, provides analysis and makes investment decisions,
subject to continuing oversight by the Manager. VGI is a
registered investment advisor in the United States with offices
based in Valley Forge, Pennsylvania. As compensation for its
services as sub-advisor, VGI is entitled to receive a portion of
the management fee that is paid by the ETF to the Manager.
With respect to the continuing oversight of VGI by the Manager,
the Manager has relied on a positive recommendation and
standing instruction that it has received from the ETF’s
Independent Review Committee (“IRC”). The standing
instruction requires the Manager to comply with its current
policy and procedures on monitoring services provided by the
sub-advisor of the ETF and to report periodically to the IRC,
describing each instance in which the Manager relied on
the standing instruction and its compliance with the policy
and procedures.

Inter-Fund Trades
During the 12 months ended December 31, 2018, the Manager
relied on an approval and standing instruction provided by the
ETF’s IRC to conduct an inter-fund trade. In accordance with
the IRC’s approval and standing instruction, in making a decision
to cause the ETF to make an inter-fund trade, the Manager and
the sub-advisor are required to comply with the Manager’s
written policies and procedures governing inter-fund trades (the
“Policies”) and provide a written report to the IRC on an annual
basis describing the Manager’s compliance with the Policies,
the sub-advisor’s compliance with the Policies, the sub-advisor’s
rationale for conducting the inter-fund trade, and such further
information as the IRC may reasonably request.
The Policies are designed to ensure, among other things,
that the inter-fund trade is made free from any influence of
the Manager or sub-advisor and without taking into account
any considerations relevant to the Manager or sub-advisor,
represents the business judgment of the Manager or sub-advisor
or both, uninfluenced by considerations other than the best
interests of the ETF, and achieves a fair and reasonable result
for the ETF.

Management Fees
As set out under Related Party Transactions, the Manager is
the manager, trustee, portfolio manager and promoter of the
ETF. As compensation for its services, the Manager is entitled
to receive a maximum annual management fee of 0.08%,
payable monthly, calculated based on the daily net asset
value of the ETF.
The major services paid for out of the management fee include
fees payable to the custodian, registrar and transfer agent, as
well as fees payable to other service providers, including the
index providers, retained by the Manager.
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Financial Highlights
The following tables show selected key financial information about the ETF and are intended to help readers understand the
ETF’s financial performance for the periods indicated.

The ETF’s Net Assets Per Unit1
		
		
Financial Years Ended December 31,
		2018
Net assets, beginning of period		

$25.22

2017

2016

2015

2014

$25.35

$25.70

$25.54

$24.17

Increase (decrease) from operations		
Total investment income		

0.73

0.74

0.76

0.79

0.84

Total expenses		

(0.02)

(0.03)

(0.03)

(0.03)

(0.05)
(0.01)

Realized gains (losses) for the period		

(0.32)

(0.17)

(0.01)

0.01

Unrealized gains (losses) for the period		

(0.01)

(0.01)

(0.76)

(0.19)

1.26

Total increase (decrease) from operations2		

0.38

0.53

(0.04)

0.58

2.04

(0.70)

(0.70)

(0.74)

Distributions
From income (excluding dividends)		
From capital gains		
Total annual distributions 3		
Net assets at end of period		

—
(0.70)
$24.85

—
(0.70)
$25.22

(0.70)

(0.72)

(0.01)

(0.01)

(0.71)

(0.73)

$25.35

$25.70

—
(0.74)
$25.54

1 The financial highlights are derived from the financial statements prepared in accordance with IFRS. IFRS allows net assets to be calculated based on the last traded market price for financial assets
and financial liabilities where the last traded price falls within the day’s bid-ask spread. There may be differences between the net assets calculated for the purpose of processing unitholder transactions
and the net assets attributable to holders of redeemable units used for financial statement reporting purposes as at December 31, 2018, December 31, 2017, December 31, 2016, December 31, 2015, and
December 31, 2014.
2 Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase (decrease) from operations is based on the weighted average number of units outstanding
over the financial period.
3 Distributions were paid in cash or certain distributions were reinvested in additional units of the ETF. Immediately following such reinvestment, the number of units outstanding was consolidated so that the
net asset value per unit following the distribution and reinvestment is the same as it would have been if the distribution had not been paid. Actual distributions may vary slightly owing to rounding.

Ratios and Supplemental Data
		
		
Financial Years Ended December 31,
2017

2016

2015

2014

Total net asset value (000’s)1		

		2018
$1,587,746

$1,321,346

$1,123,122

$521,755

$194,072

Number of units outstanding (000’s)1		

63,900

52,400

44,300

20,300

7,600

Management expense ratio2		0.09%

0.13%

0.13%

0.13%

0.19%

Management expense ratio before waivers or absorptions		

0.09%

0.13%

0.13%

0.14%

0.20%

Portfolio turnover rate 3		60.27%

31.63%

28.05%

32.71%

28.38%

Trading expense ratio 4		0.00%

0.00%

0.00%

0.00%

0.00%

Net asset value per unit1		

$24.85

$25.22

$25.35

$25.70

$25.54

Closing market price		

$24.88

$25.30

$25.43

$25.80

$25.61

1 This information is provided as at December 31 of the year shown.
2 Management expense ratio (“MER”) is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated period and is expressed as a percentage of daily average net
asset value during the period.
3 The ETF’s portfolio turnover rate indicates how actively the ETF’s sub-advisor manages its portfolio investments. A portfolio turnover rate of 100% is equivalent to the ETF buying and selling all of the
securities in its portfolio once in the course of the year. The higher a portfolio’s turnover rate in a year, the greater the trading costs payable by the ETF in the year, and the greater the chance of an investor
receiving taxable capital gains in the year. There is not necessarily a relationship between a high turnover rate and the performance of the ETF.
4 The trading expense ratio represents total commissions and other portfolio transaction costs expressed as a percentage of daily average net assets during the period. If, during the period, the ETF charged a
fee to designated broker/dealers to offset the impact of certain transaction costs associated with a purchase or redemption of units of the ETF, the transaction costs used in the trading expense ratio would
have been reduced by those fees.
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Past Performance

Summary of Investment Portfolio

The ETF’s performance information assumes that all
distributions made by the ETF in the periods shown were
reinvested in additional units of the ETF. The performance
information does not take into account sales, redemption,
distribution or other optional charges that, if applicable,
would have reduced returns or performance. How the ETF
has performed in the past does not necessarily indicate how
it will perform in the future.

Sector Allocation

Year-by-Year Returns

3.48

3.00

1.34

–4

2.24

1.34

–1.82
20111

2012

2013

2014

2015

2016

2017

2018

1 Return from November 30, 2011 (the ETF’s commencement date), to December 31, 2011.

Annual Compound Returns
The following table compares the historical annual compound
returns of the ETF with those of its benchmark.
The relative performance of the ETF compared with that of its
benchmark is discussed in the Results of Operations section
of this report. The benchmark is described in the Investment
Objective and Strategies section.

Annual Compound Returns
Periods Ended December 31, 2018
One
Year

Three
Years

Five
Since
Years Inception1

Vanguard Canadian Aggregate
Bond Index ETF

1.34%

1.64%

3.40%

2.82%

Bloomberg Barclays Global
Aggregate Canadian Float
Adjusted Bond Index

1.32

1.73

3.54

3.00

1 November 30, 2011.

Financial

11.4

Government-Related Agencies

10.7

Industrial

9.0

Utilities

2.0

Government-Related Supranational

0.6
0.6
100.0

% of
Net Asset Value

0
–2

28.3

As at December 31, 2018

8.79

1.86

37.4%

Government

Top 25 Holdings

6
2

Provincials/Municipals

Other assets and liabilities (net)

8
4

% of
Net Asset Value

Total

The following bar chart shows in percentage terms how
much an investment made on the first day of each period
would have increased or decreased by the last day of
the period.
10%

As at December 31, 2018

Government of Canada 0.75% Sep 01/20

1.6%

Government of Canada 0.75% Mar 01/21

1.5

Government of Canada 1.00% Sep 01/22

1.4

Government of Canada 1.50% Mar 01/20

1.3

Government of Canada 2.00% Nov 01/20

1.3

Government of Canada 4.00% Jun 01/41

1.2

Government of Canada 3.50% Dec 01/45

1.2

Government of Canada 1.75% Mar 01/23

1.1

Government of Canada 1.50% Jun 01/23

1.1

Government of Canada 5.75% Jun 01/33

1.1

Government of Canada 5.75% Jun 01/29

1.1

Government of Canada 5.00% Jun 01/37

1.0

Government of Canada 2.75% Dec 01/48

1.0

Province of Ontario 3.45% Jun 02/45

1.0

Canada Housing Trust No. 1 2.40% Dec 15/22

0.9

Government of Canada 2.00% Sep 01/23

0.9

Government of Canada 2.00% Jun 01/28

0.9

Province of Ontario 4.65% Jun 02/41

0.9

Government of Canada 1.00% Jun 01/27

0.9

Government of Canada 0.50% Mar 01/22

0.8

Province of Ontario 2.60% Jun 02/25

0.8

Government of Canada 1.50% Jun 01/26

0.8

Government of Canada 1.75% May 01/20

0.8

Province of Ontario 2.90% Dec 02/46

0.8

Province of Ontario 3.15% Jun 02/22
Top holdings as a percentage of net asset value
Total net asset value

0.8
26.2
$1,587,745,729

The Summary of Investment Portfolio may change because of the ETF’s ongoing portfolio
transactions. Updates are available quarterly.
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Vanguard Canadian Aggregate Bond Index ETF is not sponsored, endorsed, issued, sold or promoted by Barclays Risk Analytics and Index Solutions Limited or any of its affiliates
(“Barclays”). Barclays makes no representation or warranty, express or implied, to the owners or purchasers of Vanguard Canadian Aggregate Bond Index ETF or any member of the
public regarding the advisability of investing in securities generally or in Vanguard Canadian Aggregate Bond Index ETF particularly or the ability of the Barclays Index to track general
bond market performance. Barclays has not passed on the legality or suitability of Vanguard Canadian Aggregate Bond Index ETF with respect to any person or entity. Barclays’ only
relationship to Vanguard and Vanguard Canadian Aggregate Bond Index ETF is the licensing of the Barclays Index, which is determined, composed and calculated by Barclays without
regard to Vanguard or Vanguard Canadian Aggregate Bond Index ETF or any owners or purchasers of Vanguard Canadian Aggregate Bond Index ETF. Barclays has no obligation to
take the needs of Vanguard, Vanguard Canadian Aggregate Bond Index ETF or the owners of Vanguard Canadian Aggregate Bond Index ETF into consideration in determining,
composing or calculating the Barclays Index. Barclays is not responsible for and has not participated in the determination of the timing of, prices at, or quantities of Vanguard
Canadian Aggregate Bond Index ETF to be issued. Barclays has no obligation or liability in connection with the administration, marketing or trading of Vanguard Canadian Aggregate
Bond Index ETF.
BARCLAYS SHALL HAVE NO LIABILITY TO THIRD PARTIES FOR THE QUALITY, ACCURACY AND/OR COMPLETENESS OF THE INDEX OR ANY DATA INCLUDED THEREIN OR FOR
INTERRUPTIONS IN THE DELIVERY OF THE INDEX. BARCLAYS MAKES NO WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY OWNERS OF VANGUARD
CANADIAN AGGREGATE BOND INDEX ETF OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE INDEX OR ANY DATA INCLUDED THEREIN IN CONNECTION WITH THE
RIGHTS LICENSED HEREUNDER OR FOR ANY OTHER USE. BARCLAYS RESERVES THE RIGHT TO CHANGE THE METHODS OF CALCULATION OR PUBLICATION, OR TO CEASE THE
CALCULATION OR PUBLICATION OF THE BLOOMBERG BARCLAYS GLOBAL AGGREGATE CANADIAN FLOAT ADJUSTED BOND INDEX, AND BARCLAYS SHALL NOT BE LIABLE FOR
ANY MISCALCULATION OF OR ANY INCORRECT, DELAYED OR INTERRUPTED PUBLICATION WITH RESPECT TO THE BLOOMBERG BARCLAYS GLOBAL AGGREGATE CANADIAN
FLOAT ADJUSTED BOND INDEX. BARCLAYS MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND HEREBY EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE OR USE WITH RESPECT TO THE INDEX OR ANY DATA INCLUDED THEREIN. BARCLAYS SHALL NOT BE LIABLE FOR ANY DAMAGES,
INCLUDING, WITHOUT LIMITATION, ANY INDIRECT OR CONSEQUENTIAL DAMAGES RESULTING FROM THE USE OF THE INDEX OR ANY DATA INCLUDED THEREIN.
© 2019 Barclays. Used with Permission.
Source: Barclays Global Family of Indices. Copyright 2019, Barclays. All rights reserved.

Vanguard Investments Canada Inc.
22 Adelaide Street West
Suite 2500
Toronto, ON M5H 4E3

This report may contain forward-looking statements
relating to anticipated future events, results,
circumstances, performance or expectations that
are not historical facts but instead represent certain
beliefs regarding future events. By their nature,
forward-looking statements involve assumptions and
are subject to inherent risks and uncertainties. There
is significant risk that predictions and other forwardlooking statements will not prove to be accurate.
Readers of this document are cautioned not to place
undue reliance on any forward-looking statements
contained in this report as a number of factors could
cause actual future results, conditions, actions or
events to differ materially from the targets, expectations, estimates or intentions expressed or implied in
the forward-looking statements. Actual results may
differ materially from management expectations as
projected in such forward-looking statements for a
variety of reasons, including but not limited to market
and general economic conditions, interest rates,
regulatory and statutory developments, the effects
of competition in the geographic and business areas
in which the ETF may invest and the risks detailed
from time to time in the ETF’s prospectus. We caution
that the foregoing list of factors is not exhaustive and
that when relying on forward-looking statements to
make decisions with respect to investing in the ETF,
investors and others should carefully consider these
factors, as well as other uncertainties and potential
events, and the inherent uncertainty of forwardlooking statements. Because of the potential impact
of these factors, Vanguard Investments Canada Inc.
does not undertake, and specifically disclaims,
any intention or obligation to update or revise any
forward-looking statements, whether as a result of
new information, future events or otherwise, unless
required by applicable law.

© 2019 Vanguard Investments Canada Inc.
All rights reserved.
VAB 032019

