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FROM MY NEW BOOK
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Takeaways from a year spent researching…



WHY DID I WRITE THIS BOOK?
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My Dictaphone kept bothering me…



AN ABNORMAL GUY
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2016



TAKEAWAY #1
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Indexing Needed Vanguard 

Way More Than Vanguard 

Needed Indexing



INDEXING GOT LUCKY
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Only 4-5% as Big with No Vanguard/Bogle 



THE STRUCTURE IS THE REAL DISRUPTER
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Two Years Before Vanguard Launched First Index Fund…

“If you create a mutual structure, you 

will destroy this industry”

– Jonathan Lovelace, Capital Group, July 1974 



THE INDUSTRY’S FEES VS VANGUARD’S FEES
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Only Vanguard Lowered Fees on Purpose



HIGH-COST INDEX FUNDS
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Most Expensive Index Funds



BIGGEST ACTIVE FUND COMPANIES
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Vanguard is 3rd with $1.1T…



LOWER FEES = MORE OUTPERFORMANCE
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Morningstar Study Shows Correlation Between Fees and Outperformance 



WELLINGTON BIGGEST OF 90+ YR OLD FUNDS
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20x Bigger Than Any Other Early-Era Fund



TAKEAWAY #2
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Bogle’s “Mission” Not Yet 

Realized



BOGLE’S DREAM NOT YET REALIZED
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“The first sign that Vanguard’s mission 
has created a better world for the 
investor will be when our market share 
begins to erode.” 

-Bogle in speech to crew in 1991



VANGUARD MARKET SHARE NOT ERODING
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While Its Revenue Share Remains The Same



KING OF FLOWS
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Nearly a Billion a Day for a Decade



TOP 15 BIGGEST FUNDS IN THE US
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Top 10 Are All Cheap Index Funds



THE NEW ‘BOND KING’ 
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Top 5 Biggest Bond Fund Shops



TAKEAWAY #3
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Vanguard Wouldn’t Exist if not 

for a Ton of Serendipity



FORTUNATE TO PICK UP FORTUNE
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December 1949



LOW-COST HOTELS?
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Time Magazine, Dec 1949



NOT HIS FIRST CHOICE
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Bogle Looked for ‘Middle of the Road’ Partner

1. Capital Group 

2. Incorporated Investors

3. Franklin Funds

4. Thorndike, Doran, Paine & Lewis

“(Thorndike) was my best opportunity but not my most desired 

opportunity. I wanted to do something with a more middle of 

the road fund, but we had to act we were dying.” 

– Bogle on the Bogleheads Podcast



PERFECT TIMING
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Dr Samuelson in Journal of Portfolio Management 1974

“At the least, some large foundation should set up an 
in-house portfolio that tracks the S&P 500 Index—if 
only for the purpose of setting up a naïve model 
against which their in-house gunslingers can 
measure their prowess.”



TAKEAWAY #4
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Bogle Shared Many Traits 

with Punk Rock



BOGLE ON FINANCIAL TV
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Here comes the cold water..  

“Trading is a loser’s game”

“There is no there there”

“There’s no way around the 

fact the index fund wins”
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The birth of punk rock… 

ADDITION BY SUBTRACTION

“What we did was take out everything that we 
didn’t like about rock & roll and use the rest, so 
there would be no blues influence, no long 
guitar solos, nothing that would get in the way 
of the songs.” 

– Johnny Ramone



NOTHING TO GET IN THE WAY OF THE RETURNS

27



BOGLE TO BROKERS: 
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THE BAD TIMES
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Vanguard’s Flows in First Years



VANGUARD ASSETS BY CEO TENURE
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97% of Aum Came After Bogle Stepped Down

Bogle steps 

down as CEO



TAKEAWAY #5
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Active Funds’ Root Problem 

Isn’t Underperformance



SHARING ECONOMIES OF SCALE
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Should Have Shared the Gravy More 



PERCENT FEES VS DOLLAR FEES
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Should Have Lowered Fees 



THE STEVE JOBS RULE
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“If you don’t cannibalize 
yourself, someone else will.”



THE MP3 CUT MUSIC REVENUE IN HALF
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Fund Industries Mirrors Music Industry



THE BULL MARKET SUBSIDY
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Pie Growth Makes Up for Slice Shrinkage



CONSOLIDATION COMING… 
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Fund Industry Likely to Resemble Banks



TAKEAWAY #6
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The Bigger Passive Gets the 

More Active Active Will 

Become



THE PORTFOLIOS ARE A CHANGIN’
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Hot Sauce Compliments Cheap Vanilla



THE “MIDDLE” IS IN TROUBLE
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Flows Show You Need to Be Cheap or Shiny



CONCENTRATION IS RISING IN NEW ETFS
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Number of Holdings In New Equity ETFs



THE THREE’S C’S FOR ETF SUCCESS
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Number of Holdings In New Equity ETFs



TAKEAWAY #7
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Bogle’s Relationship with 

ETFs was Complicated



SPY COPIED VANGUARD 500 FEE IN 1993
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SPY Came to Market with Fee of 0.20%

Source: Bloomberg, Vanguard



ETFS ARE NOW BIGGER THAN INDEX FUNDS
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ETF vs ‘TIF’ Assets

Source: Bloomberg, Vanguard



ETFS GROWING FAST INSIDE VANGUARD
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Vanguard ETF vs ‘TIF’ Assets



VANGUARD’S ETF MARKET SHARE
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Due to Pass BlackRock by 2025 

Source: Bloomberg, Vanguard



TRADING WAS HIS BIG PROBLEM
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“The average turnover for an ETF is 400 percent a 

year. And SPDR is 3,000 percent. And here you are 

talking to a guy who thinks 3 percent turnover is 

pushing the envelope.” 

- Bogle (in 2014 interview)



SOME ETFS ARE TRADED, OTHERS ARE NOT
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Annual Turnover Over Popular ETFs



ETF LAUNCH-FEST
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ETF Launches and Closures by Year



HE ALSO DIDN’T LIKE THE “INNOVATION” 
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“I’m afraid that the new jazzed-up iterations (largely ETFs) 
of the simple index fund that I spawned all those years ago 
are helping to lead the way. No wonder I wake up some 
mornings feeling like Dr. Frankenstein. What have I 
created?” 

- Bogle in Enough



BOGLE’S FAVORITE ETF TICKER
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CRZY



TAKEAWAY #8
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(Most) Passive Worries Are 

Overblown



FUNDS OWN LESS THAN HALF STOCK MARKET
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Households are Biggest Owner of Stocks



STOCKS STILL TRADE ON FUNDAMENTALS 
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GE Got Killed Despite Passive Inflows



THE S&P 500 INDEX ISN’T TRULY “PASSIVE”
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Stocks That Were Kicked Out of the S&P 500 in 2020 



VANGUARD BIGGEST OWNER OF MOST COS
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Top Holders of Microsoft



BUFFETT’S TAKE

58

Public Policy Issue



TAKEAWAY #9
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A Cheap Index Fund is Way 

Under-credited for Improving 

Investor Behavior



NAVY SEALS-LEVEL DISCIPLINE
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Passive Inflows Regardless Market Conditions



VANGUARD’S FLOWS DURING 2008
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Navy Seals-level Discipline



THE KNOCK-ON EFFECT
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“I always thought the index fund had this other knock-on effect in 
the value it had for people’s lives because they could just stop 
thinking about this stuff… It’s enabled me to be a much better writer 
because I’m not worrying about that.” 

- Michael Lewis



THERE’S ALWAYS A REASON TO SELL
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S&P 500 Largely Plows Upward Through Bad News



MEDIA LOVES TO CAUSE FOMO
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THROWN IN “FREE” TRADING
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Cost to Trade Has Come Down to Nothing



THE RISE AND FALL OF RETAIL TRADING 
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The Robinhood Army



YOUNG PEOPLE WILL FIND ‘BOGLE’S HACK’
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The ‘War Games’ Approach to Investing



TAKEAWAY #10
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The Bogle Effect is Much 

Bigger Than Vanguard (and 

it’s only just beginning)



EQUITY FUNDS FIRST VICTIM OF BOGLE EFFECT
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A $2 Trillion Swing



BOND FUNDS COULD BE NEXT
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First Tough Market in Ages



BOND MANAGERS NEXT
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How Advisor View Bond Managers    vs     How they View Equity Managers



THE FINANCIAL ADVISOR 
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Assets in Vanguard’s PAS



REST OF WORLD IN EARLY INNINGS
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Low-Cost Passive Wave Just Beginning to Break Overseas



BOGLEHEADS
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Bogle on the Bogleheads:

The Bogleheads have not only helped one 
another but they are also independent and have 
nothing to do with us. They have nothing to sell 
but good grace and good advice. So the 
Bogleheads stand alone in being a huge asset to 
Vanguard and a huge asset to indexing.



HALF THE COUNTRY IS NOT INVESTING
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Who Owns the Stock Market



THANK YOU FOR YOUR TIME! 
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