
Vanguard Core Bond Fund
VCOBX  |  Admiral Shares

A true testing period to evaluate your bond funds

Since its launch in March 2016, Vanguard Core Bond 

Fund has been quietly climbing to the top decile of 

its Morningstar peer group. Given the volatility of the 

period, it's a testament to the merits of the fund's 

design, process, and management team. 

Overall Morningstar rating: 

 

Based on its risk-adjusted performance compared  
with the 375 peers in Morningstar's intermediate  
core bond category as of June 30, 2020

Benchmark: Bloomberg Barclays U.S. 
Aggregate Float Adjusted Index

Inception date: March 28, 2016

Fund net assets: $3.07 billion  
as of July 31, 2020

Expense ratio: 0.10%

OBJECTIVE

Provide the opportunity to outperform  
the broad U.S. taxable investment-grade 
bond market with a similar level of volatility.  
Serve as the centerpiece of a fixed income 
portfolio.

Vanguard percentile rankings 
TOTAL RETURNS

Vanguard percentile rankings 
SHARPE RATIO

95%

1 YEAR
94%

3 YEARS
89%

1 YEAR
93%

3 YEARS

Sources: Vanguard and Morningstar data, as of June 30, 2020. Peer group had 411 funds over one year and 394 funds over three years. 

Past performance is no guarantee of future results. 

FOR INSTITUTIONAL USE ONLY. NOT FOR RETAIL INVESTORS.
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Vanguard Core Bond Fund

High-yield credit Maximum 5%

Duration +/– 0.5 years relative to the 
fund’s benchmark

Currency Maximum 10% non-USD,  
partially to fully hedged

Design

Vanguard Core Bond Fund leverages the benefits you expect from Vanguard’s active fixed income franchise

True-to-label

Our consistent, transparent approach means you  
know what drives our risk and return. No surprises.

Diversified sources of alpha

Top-down macro analysis supplements, not 
supplants, bottom-up security selection, reducing 
the risk of concentrated bets or individual biases.

Investment-grade focus

The fund seeks the best opportunities across a  
diverse range of investment-grade sectors allowing  
it to serve as the core of your fixed income portfolio.

Liquidity 

The fund's Treasury allocation enhances liquidity 
while providing “dry powder” to invest in riskier 
assets when valuation levels become attractive.

Low-cost advantage 

The fund's bottom-decile expense ratio allows 
investors to keep more of their returns and 
affords our investment team more flexibility when 
deploying risk.

Top-down macroeconomic outlook Risk allocation

Optimal deployment of risk 
across market sectors

Thoughtful portfolio 

construction

Focused on diversified 
sources of alpha

Assessment of economic cycle, 
monetary policy, and security 

valuations determines portfolio risk 
tolerances

Bottom-up specialist expertise

Subsector allocation

Issuer/security selection

Selective duration  
positioning

Process

Forty years of experience have honed a time-tested 
process. Vanguard does not hitch its success to  
a single star portfolio manager. Instead, we take a  
disciplined, collaborative approach across roles 
and teams that reduces individual biases; fosters 
a consistent, repeatable process; and ensures 
continuity should a manager leave.

Vanguard Investment Committee provides oversight,  
governance, and a top-down macro outlook. Portfolio  
managers determine strategy, risk allocation, and the  
best relative value opportunities. Sector teams provide  
bottom-up expertise and security selection. Risk  
management is integrated throughout the process. 

Approximate sector exposures

Corporates 30%–50%

Securitized 30%–50%

Government 10%–40%

Cash and cash equivalents 0%–10%
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As portfolio managers, we try to be nimble with the gas and brakes, 
adding or reducing risk when appropriate, helping our investors through 
a dynamic and sometimes volatile market.  —Arvind Narayanan

"

GLOBAL CREDIT TEAM, 60+

10  TRADERS

38  RESEARCH ANALYSTS

GLOBAL RATES TEAM, 20+ 

13  TRADERS

  8  QUANTITATIVE ANALYSTS

GLOBAL RISK MANAGEMENT GROUP, 70+

29  INVESTMENT RISK ANALYSTS

37  OPERATIONAL RISK ANALYSTS

Management

The four portfolio managers are backed by the 
scale, resources, and expertise of the world's 
leading fixed income manager, with $1.8 trillion  
in assets, nearly half in actively managed fixed 
income portfolios.*

* Assets as of June 30, 2020.

Arvind Narayanan, CFA

18 years' experience

Senior portfolio manager and co-head of the Investment-Grade Corporate Debt Team. 
Member of the Global Credit Team which develops portfolio allocation strategy for active 
bond funds. Formerly managing director at State Street Global Advisors and senior VP at 
GE Asset Management. 

Daniel Shaykevich

19 years' experience

Principal and senior portfolio manager and co-head of the Emerging Market and 
Sovereign Debt Team. Member of the Global Credit Team. Formerly a portfolio 
manager and risk manager at BlackRock. 

Brian Quigley, CFA

15 years' experience

Portfolio manager of mortgage, agency, and volatility sectors. Member of the 
Global Rates Team, which develops rate strategy for active bond funds. 

Samuel C. Martinez, CFA

10 years' experience

Portfolio manager of investment-grade corporate debt. Member of the Global 
Credit Team.
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Annualized total return Risk characteristics over 3 years

Ticker Fund
Inception  

date
Expense 

ratio
Year-to-

date
One  
year

Three 
years

Five 
years

Ten 
 years

Since 
inception

Standard 
deviation

Sharpe  
ratio

Information  
ratio

Tracking 
error

VCOBX Vanguard Core Bond Admiral 3/28/2016 0.10% 7.71% 10.38% 5.85% — — 4.79% 3.52% 1.16 0.74 0.65%

WACSX Western Asset Core Bond IS 8/29/2008 0.42 5.42 8.55 5.71 5.04 4.94 6.10 3.80 1.04 0.21 1.84

BAGIX Baird Aggregate Bond Inst 9/29/2000 0.30 6.36 9.25 5.60 4.69 4.68 5.53 3.70 1.04 0.25 1.07

JCBUX JPMorgan Core Bond R6 2/22/2005 0.34 5.95 8.45 5.36 4.35 4.04 4.82 3.49 1.04 0.04 0.78

Intermediate Core Bond Average 0.66 5.56 7.89 4.84 3.90 3.66 — 3.66 0.83 –0.54 –1.38

BloomBarc US Agg Float Adj Index* — 6.30 8.92 5.40 4.37 3.87 — 3.36 1.09 — —

The performance data shown represent past performance, which is not a guarantee of future results. Investment returns and principal value will fluctuate, so investors’ shares, when sold, may be worth more or less 
than their original cost. Current performance may be lower or higher than the performance data cited. Performance data for periods of less than one year do not reflect the deduction of purchase and redemption fees. 
Maintenance, low-balance, and service fees may be assessed by some funds. None of these fees are reflected in the performance figures. If these fees were included, the performance would be lower. All other 
performance data are adjusted for purchase and redemption fees, where applicable. The performance of an index is not an exact representation of any particular investment, as you cannot invest directly in an index. 
Benchmark comparative indexes represent unmanaged or average returns on various financial assets, which can be compared with funds' total returns for the purpose of measuring relative performance. There may 
be other material differences between products that must be considered prior to investing.

* For comparison, the benchmark index had a 4.38% return since Vanguard Core Bond Fund's inception. 

Sources: Vanguard and Morningstar, Inc., as of June 30, 2020.

Performance 

Over the longest common comparable time period, Vanguard Core Bond Fund comes out ahead of select 
peers and peer-group averages for relevant risk and return measures, and offers a compelling expense ratio  
advantage. The three individual funds were selected as the closest peers based on assets under management  
and prevalence in investor portfolios.
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Caveat emptor: Core vs. core-plus
Last year, Morningstar reclassified the funds in its  
intermediate-term bond fund category as either  
“intermediate core” or “intermediate core-plus.” 

While both categories invest primarily in U.S. 
investment-grade bonds, core-plus funds allocate 
more of their portfolio to higher-yield assets, though 
with correspondingly higher risk. Those securities 
might include lower-rated bonds, bank loans, and 
emerging-markets debt.

The decision between core and core-plus depends,  
in part, on whether the client prefers upside 
potential in favorable markets or more protection 
against downside risk when markets go south.

The past three years are a good litmus test for 
how well these two bond fund categories fared in 
various market conditions. From the beginning of 
2018 through early 2020, the U.S. equity market 
experienced both highs and lows, with at least 
three market corrections ranging from –10% to 
almost –34% for the S&P 500 Index. 

Core bond funds generated better results by 
protecting investors during these bouts of volatility  
over one and three years. When stretching the 
analysis over five and ten years, core-plus funds 
compensated investors for taking on more risk. 
Adjusted for risk, however, core strategies can 
still be a compelling option for investors.

Sources: Vanguard and Morningstar data, as of June 30, 2020. Core bond peer group had 411 funds over one year and 394 funds over three 
years. Core-plus group had 601 funds over one year and 570 funds over three years. Vanguard Core Bond Fund is in the core category and 
has been included here for context.
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For more information about Vanguard funds, call 
800-523-1036 to obtain a prospectus or, if available, 
a summary prospectus. Investment objectives, risks, 
charges, expenses, and other important information 
about a fund are contained in the prospectus;  
read and consider it carefully before investing. 

There may be other material differences between products 
that must be considered prior to investing.

All investing is subject to risk, including possible loss  
of principal. Diversification does not ensure a profit or 
protect against loss.

Bond funds are subject to interest rate risk, which is the 
chance bond prices overall will decline because of rising 
interest rates, and credit risk, which is the chance a bond 
issuer will fail to pay interest and principal in a timely 
manner or that negative perceptions of the issuer's ability  
to make such payments will cause the price of that bond  
to decline.

Connect with Vanguard®  >  institutional.vanguard.com  >  800-523-1036

© 2020 The Vanguard Group, Inc. 
All rights reserved.

Vanguard Marketing Corporation, 
Distributor of the Vanguard Funds.

CBPSTY  082020

CFA® is a registered trademark owned by CFA Institute.

The Overall Morningstar Rating™ for a fund is derived from 
a weighted average of the performance figures associated 
with its 3-, 5-, and 10-year (if applicable) Morningstar Rating 
metrics, which are based on the risk-adjusted returns, as of 
the date stated.

Morningstar data ©2020 Morningstar, Inc. All rights reserved. 
The information contained herein: (1) is proprietary to 
Morningstar and/or its content providers; (2) may not be copied  
or distributed; and (3) is not warranted to be accurate, 
complete, or timely. Neither Morningstar nor its content 
providers are responsible for any damages or losses arising 
from any use of this information. Past performance is  
no guarantee of future results.


