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n 	Sixteen percent of Vanguard plans offer a self-directed brokerage option. Larger plans are
somewhat more likely to offer the feature. In 2014, 28% of Vanguard plan participants had
access to the option.
n

 ew participants use the self-directed brokerage feature—only 1% of participants whose plans
F
offered it in 2014.

Introduction
In this paper we examine the self-directed brokerage
feature in defined contribution plans at Vanguard. In
2014, 16% of Vanguard plans offered a self-directed
brokerage option (Figure 1). Larger plans were somewhat
more likely to offer the feature and 28% of Vanguard
plan participants had access to the option. Twenty-two
percent of plans with a brokerage option were law
firms—and on average 7% of law firm plan assets were
invested in brokerage.
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Vanguard directly provides recordkeeping services for
more than 3.6 million participants in 1,900 plans.1 Fewer
than 10,000 participants on our proprietary recordkeeping
platform use the brokerage option. In fact, 10% of plans
offering the brokerage option have no participants using
the feature.
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Source: Vanguard 2015.

1 Through our Vanguard Retirement Plan Access TM (VRPA) partnership, we provide recordkeeping services for an additional 125,000 participants in 2,600 plans. Fourteen percent of
VRPA plans offer brokerage and 2% of participants offered the self-directed brokerage option use it.
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Demographics

Brokerage holdings

Participants using brokerage differ from all Vanguard
participants on a number of attributes (Figure 2).
Brokerage participants are 6 years older, have more
than twice the tenure, and are disproportionately
male, compared with the Vanguard universe. Brokerage
participants contacted Vanguard much more frequently
than all participants did—with a median contact rate of
66 times in 2014, compared with only 2 contacts in 2014
for all participants. The most striking difference between
brokerage participants and all participants is their account
balances. The median brokerage account balance was
$262,000—more than 8 times larger than the median
Vanguard account balance of $30,000.

On average, brokerage participants invest 45% of
their account balance in the brokerage option (Figure 4).
The allocation to brokerage varies from 10% or less
(18% of brokerage participants) to more than 90%
(15% of participants). Larger plans are somewhat more
likely to offer the brokerage option. However, smaller
firms have a higher proportion of plan assets invested
in the brokerage option (Figure 5).

Brokerage option design
Eight in 10 plans offering participants a brokerage feature
permit participants to invest in any investment option
(Figure 3). One in 5 plans restricts the brokerage feature
to mutual funds only. Half of the plans do not limit or
cap the proportion of the participant account balance that
can be invested in the brokerage option while half of the
plans do impose a limit or cap. The most common cap is
50% of the participant account balance.

What do brokerage participants invest in? Nearly all
brokerage participants (94%) hold some cash in their
brokerage account (Figure 6). The most common
holding—more than half of brokerage participants and
assets—is a mutual fund, followed by stocks. One in 5
brokerage participants holds an exchange-traded fund
(ETF). The most commonly held mutual fund is Vanguard
Health Care Fund, followed by Vanguard Dividend Growth
Fund and Vanguard Short-Term Investment-Grade Fund.
The most commonly held individual stock is Apple Inc.,
followed by Berkshire Hathaway and Bank America
Corporation. The most commonly held ETF is Vanguard
Dividend Appreciation ETF, followed by Vanguard
Total Stock Market ETF and Vanguard S&P 500 ETF.
Participants are also able to choose non-Vanguard
mutual funds and ETFs.

Figure 2. Participant demographics, 2014

Figure 3. Brokerage option design
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Figure 4. Distribution of participant brokerage exposure, 2014
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Figure 5. Distribution of plan brokerage exposure, 2014

Figure 6. Brokerage investment options used, 2014
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For more information about Vanguard funds, visit institutional.vanguard.com or call
800-523-1036 to obtain a 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.
Vanguard ETF Shares are not redeemable with the issuing fund other than in very large
aggregations worth millions of dollars. Instead, investors must buy and sell Vanguard ETF
Shares in the secondary market and hold those shares in a brokerage account. In doing so, the
investor may incur brokerage commissions and may pay more than net asset value when buying
and receive less than net asset value when selling.
All investing is subject to risk, including the possible loss of the money you invest.
The S&P 500 Index is a product of S&P Dow Jones Indices LLC (“SPDJI”), and has been licensed for use by
Vanguard. Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services
LLC (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”);
S&P® and S&P 500 ® are trademarks of S&P; and these trademarks have been licensed for use by SPDJI and
sublicensed for certain purposes by Vanguard. Vanguard’s S&P 500 ETF is not sponsored, endorsed, sold, or
promoted by SPDJI, Dow Jones, S&P, or their respective affiliates, and none of such parties make any
representation regarding the advisability of investing in such product(s) nor do they have any liability for any
errors, omissions, or interruptions of the S&P 500 Index.
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