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INDEX FUND

Index Funds

Advantages

1. Lower Cost

2. Automatic Rebalance
3. Diversification

4. Easy to Manage

5. Passive Management

Disadvantages

1. Downside Correlation with the
Market

2. Limited Exposure to Strategies

3. Mo Big Gains

4. Lack of Flexibility
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To view month-end investment performance, select a link under the type of investor you are. We selected the best Vanguard mutual funds for our list to address the needs of long-term investors contributing to tax-advantaged retirement plans and taxable brokerage accounts. We began with a master list of Vanguard’s passive index funds and actively
managed funds, including both single-asset and balanced funds. We narrowed the selection by eliminating long-term bond and sector-specific funds and only retained funds that offered Vanguard’s $3,000 minimum investment threshold. Finally, we considered the investors with a Vanguard managed 401 (k) or 403(b) and offered selections appropriate
to that cohort. Our final list included funds that concentrated on U.S. and international equities, bonds, balanced allocations and active management. Due to their popularity among investors, a dividend achievers fund and a sustainable investing index fund were included. Our best Vanguard mutual funds list includes both actively managed funds and
passive index funds. So what’s the difference between active vs. passive funds? Passive index funds aim to duplicate the returns and performance of a market index, such as the S&P 500 or the Russell 3000. Costs to operate the fund are lower, as management only needs to track the composition of the index, rather than research and pick investments.
They tend to offer greater diversification and steadier returns. Managers run active funds by analyzing and picking assets in a never-ending attempt to outperform benchmark indexes or average market returns. Actively managed funds charge higher fees than passive index funds. Some active funds deliver consistent outperformance, but most tend to
underperform their benchmarks. The Vanguard Group is among the largest global managers of ETFs and mutual funds. Founded by investing legend Jack Bogle in 1974, the firm pioneered low-cost index fund investing when it launched the First Index Investment Trust, the first index fund available to the general public. “I rank this Bogle invention
along with the invention of the wheel, the alphabet, Gutenberg printing, and wine and cheese,” said Paul Samuelson, the legendary American economist and Nobel laureate. As of March 2022, BlackRock was the world’s largest mutual fund management company, with $10 trillion in assets under management (AUM). Vanguard is a close second, with
$8.1 trillion in AUM. Vanguard’s price-conscious approach to mutual funds has helped it climb into its dominant position in the industry. Information provided on Forbes Advisor is for educational purposes only. Your financial situation is unique and the products and services we review may not be right for your circumstances. We do not offer financial
advice, advisory or brokerage services, nor do we recommend or advise individuals or to buy or sell particular stocks or securities. Performance information may have changed since the time of publication. Past performance is not indicative of future results. Forbes Advisor adheres to strict editorial integrity standards. To the best of our knowledge,
all content is accurate as of the date posted, though offers contained herein may no longer be available. The opinions expressed are the author’s alone and have not been provided, approved, or otherwise endorsed by our partners. Was this article helpful? Vanguard index funds pioneered a whole new way of building wealth for the average
investor.Click here to jump to our list of best Vanguard index funds.Vanguard index funds are a type of mutual fund where thousands of investors pool their cash to purchase shares in a fund that mimics a benchmark index, such as the S&P 500 (hence the name “index fund”).That was a radically different investment approach when Vanguard founder
John Bogle launched the first publicly available index fund in 1976. At the time, active investing — where fund managers try to beat the market's returns — held sway. The index fund sought simply to match the rise and fall of broad market, industry or sector moves, and allowed everyday Americans more access to investing in stocks.This simpler
approach — known as passive investing — has proved more profitable for the average investor than active investing for two reasons: Markets tend to rise over time, and index funds charge lower fees, allowing investors to keep more of their money in the market. As a result, investors now flock to passive funds.And many of those investors turn to
Vanguard, the world’s No. 1 originator of mutual funds, with $8.1 trillion assets under management as of 2022.Vanguard. Facts and Figures. Accessed Apr 8, 2022.» Want more options? See our picks for the best brokers for funds.NerdWallet rating NerdWallet's ratings are determined by our editorial team. The scoring formula for online brokers and
robo-advisors takes into account over 15 factors, including account fees and minimums, investment choices, customer support and mobile app capabilities.NerdWallet rating NerdWallet's ratings are determined by our editorial team. The scoring formula for online brokers and robo-advisors takes into account over 15 factors, including account fees
and minimums, investment choices, customer support and mobile app capabilities.NerdWallet rating NerdWallet's ratings are determined by our editorial team. The scoring formula for online brokers and robo-advisors takes into account over 15 factors, including account fees and minimums, investment choices, customer support and mobile app
capabilities.$0per trade for online U.S. stocks and ETFsVanguard creates index funds by buying securities that represent companies across an entire stock index, or that are targeted to specific groups (for example, an industry sector, similarly sized companies or firms in the same part of the world). Individual investors purchase shares of the fund
that interests them, claiming a slice of its returns.“Vanguard creates an index fund by buying securities that represent companies across an entire stock index.”Vanguard also offers index funds that mirror the bond markets, which buy and sell government and corporate debt, and are considered safer investments but with smaller returns.» Ready to
get started? See how to invest in index funds for beginnersAll investments carry risk, and Vanguard index funds are no exception. But Vanguard has a long history of strong performance — and passively investing in index funds is so popular because most actively managed funds fail to consistently outperform the market. In fact, Morningstar found
that only 26% of all active funds beat the average of their passive counterparts over the last ten years.“Investing in index funds is so popular because most actively managed funds fail to consistently outperform the market.”As with all mutual funds, a key benefit of Vanguard index funds is instant diversification, spreading out risk and dulling the
impact of volatility, as broader stock market swings are less bumpy than the rise and fall of any one company's shares.» Learn more: Understand the different types of mutual fundsInvestors make an initial minimum investment — typically around $3,000 — and pay annual costs to maintain the fund, known as an expense ratio, based on a small
percentage of your cash invested in the fund.» Related: Understand Vanguard mutual fundsThere are two types of Vanguard index fund shares available to individual investors, and which one you choose will determine how much you pay up front and how much you’ll pay in annual fees:Minimum investment: $3,000Expense ratio range: 0.09% to
1.80%Note: Most Vanguard index funds no longer offer access to Investor Shares to new investors.Minimum investment: $3,000Expense ratio range: 0.04% to 0.45%Another way investors can get a piece of index fund action is by buying Vanguard exchange-traded funds, which carry no minimum investment and can be bought and sold throughout the
day like stocks.» Learn more: What is an ETF?There are a variety of per-share prices, depending on the ETF, up to a few hundred dollars. These funds can be good for investors who like to keep a hands-on approach to investing (and have the time to maintain their portfolio, as you can’t make automatic payments or withdrawals with Vanguard
ETFs).Besides investing through your 401 (k) provider, there are two ways to purchase index fund shares: directly from Vanguard or by opening a brokerage account.You’ll need to choose the type of account you’d like to open, such as a traditional or Roth IRA, or a taxable account.Finally, decide which index fund shares you’d like to purchase
depending on how much you have to invest, and whether to make monthly additional share purchases in the fund.»What’s the difference? Index funds vs. mutual fundsVanguard has a lot of index funds and ETFs to choose from. Which fund is best for you depends on your portfolio mix and what you can afford based on account minimum and fees.»
Examine the cost: Calculate the impact of fees on mutual fund returnsYou can also check the fund’s historical performance — with the standard caveat that past performance does not guarantee future results.Some popular Vanguard index funds include:Also known as the Vanguard S&P 500 Index fund, this is the one that started them all, giving
investors exposure to 500 of the largest U.S. companies, which make up 75% of the U.S. stock market’s total value.Minimum investment: $3,000Three-quarters of the U.S. stock market not enough? This fund covers the entire U.S. equity market, including small-, mid- and large-cap growth and value stocks.Minimum investment: $3,000This fund gives
wide exposure to U.S. investment-grade bonds, investing about 30% in corporate bonds and 70% in U.S. government bonds.Minimum investment: $3,000As the name suggests, this fund mixes its investments between stocks (roughly 60%) and bonds (about 40%) to balance growth through exposure to equities with stability through fixed-income
investments.Minimum investment: $3,000This fund has a buy-and-hold approach for stocks in large U.S. companies in sectors that have larger growth potential, such as technology, consumer services and financial services.Minimum investment: $3,000Big companies aren’t the only potentially profitable players in the stock market. This fund targets
smaller publicly held companies, for investors who want to diversify investments away from larger public companies.Minimum investment: $3,000Total U.S. market not enough? This fund takes on the world, tracking stock indexes in both developed and emerging markets across the globe.Minimum investment: $3,000This fund tracks the performance
of non-U.S. investment-grade bonds from corporations and governments in developed and emerging markets.Minimum investment: $3,000Data current as of April 8, 2022.If you're ready to purchase Vanguard index funds, our Vanguard brokerage review can help you decide whether to buy directly from the company or through another broker (many
of which also sell Vanguard index funds). Still unsure? Read more about investing with index funds.Neither the author nor editor held positions in the aforementioned investments at the time of publication.

Annual Total Return (%) History. Year VFINX Category. 2022 N/AN/A. 2021 28.53%N/A. 2020 18.25%15.83%. 2019 31.33%28.78%. 2018 -4.52%-6.27%. 2017 21.67%20.44%. 2016 ... Sources: Vanguard and Morningstar, Inc., as of December 31, 2021. 3 For the 10-year period ended June 30, 2020, 26 of 34 Vanguard bond index funds, 16 of 17
Vanguard balanced index funds, and 85 of 103 Vanguard stock index funds—for a total of 127 of 154 Vanguard index funds—outperformed their Lipper peer-group averages. All other performance data are adjusted for purchase and redemption fees, where applicable. Vanguard funds apply a $20 annual account service fee to all funds with balances
below $10,000 in many types of accounts, unless an exception applies, which is not reflected in the figures. 30/6/2022 - Spliced Mega Cap Value Index -7.31% -9.82% -8.92% -1.12%: 8.88%: 9.63%: 11.88%: Spliced Mid Cap Growth Idx -8.07% -21.18% -30.89% -25.41%: 6.18%: 9.09%: 11.40%: Spliced Mid Cap Index -9.40% -16.95% -22.19% -
15.98%: 7.20%: 8.30%: 11.52%: Spliced Mid Cap Value Index -10.50% -13.04% -12.98% -5.98%: 7.55%: 7.13%: 11.35%: Spliced Pacific ... 11.70% 3-Year Daily Total Return. Trailing Returns (%) Vs. Benchmarks. Monthly Total Returns VOO Category. YID -16.19%7.50%. 1-Month 5.48%-0.25%. 3-Month -6.88%3.20%. 1-Year ... Fund Performance. The
fund has returned -0.35 percent over the past year, 16.40 percent over the past three years, 13.35 percent over the past five ... Vanguard 500 Index Investor VFINX. Vanguard 500 Index Investor. VFINX. Morningstar Analyst Rating. Analyst rating as of Feb 7,. The Hypothetical Growth of $10,000 chart reflects a hypothetical $10,000 investment and
assumes reinvestment of dividends and capital gains. Fund expenses, including management fees and other expenses were deducted. Vanguard fund performance. To view month-end investment performance, select a link under the type of investor you are. Personal investors. I have individual accounts with Vanguard that I opened myself. View
Vanguard ® mutual fund performance. View ETF performance. View variable annuity fund performance. View 529 plan performance. Vanguard 500 Index Fund Admiral Shares, VFIAX performance - FT.com Funds Vanguard 500 Index Fund Admiral Shares + Add to watchlist VFIAX Actions Price (USD) 365.90 Today's Change -3.45 /-0.93% 1.
Standard & Poor's 500 Index that measures the investment return of large-capitalization stocks. 26/1/2022 - 10. Vanguard FTSE Social Index Fund Admiral Shares (VFTAX) Expense Ratio: 0.14%; Five-Year Return: Not available (24.04% since inception on Feb. 19, 2019) Risk Potential: 4; Vanguard FTSE Social Index Fund Admiral Shares (VFTAX) is a
socially responsible (ESG) mutual fund designed to track the performance of the FTSE4Good US Select Index.
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