
The Bogleheads Guide To The Three Fund
Portfolio

The Bogleheads Guide to the Three Fund Portfolio offers a straightforward,
efficient investment strategy that aligns with the principles of legendary
investor John Bogle, founder of Vanguard Group. The essence of this approach
is to create a diversified portfolio with minimal complexity and effort. This
article will delve into the philosophy behind the Bogleheads' Three Fund
Portfolio, how to implement it, its benefits, and considerations for
investors.

Understanding the Bogleheads Philosophy

The Bogleheads community is built upon the investment principles espoused by
John Bogle, emphasizing simplicity, low costs, and long-term investing. The
primary tenets of the Bogleheads philosophy include:

1. Investing in Low-Cost Index Funds: Bogle advocated for the use of index
funds as they typically have lower expense ratios compared to actively
managed funds.
2. Asset Allocation: A well-diversified portfolio can help manage risk while
optimizing returns.
3. Tax Efficiency: Minimizing taxes on investments can lead to better long-
term results.
4. Staying the Course: Investors should maintain their investment strategy
during market fluctuations and avoid emotional decision-making.



The Three Fund Portfolio Explained

The Three Fund Portfolio is a simple yet effective investment strategy that
consists of three main components:

1. U.S. Total Stock Market Index Fund: This fund provides exposure to a wide
range of U.S. companies across various sectors.
2. International Total Stock Market Index Fund: This fund offers
diversification beyond U.S. markets, investing in foreign companies.
3. Total Bond Market Index Fund: This fund adds a layer of stability through
fixed-income investments, balancing the volatility of stocks.

Why Choose a Three Fund Portfolio?

The reasons behind opting for a Three Fund Portfolio include:

- Diversification: By investing in both domestic and international equities,
as well as bonds, investors can reduce the risk associated with any single
asset class.
- Simplicity: The Three Fund Portfolio is straightforward to manage and
understand, making it accessible to beginner investors.
- Cost Efficiency: Index funds generally have lower fees, which can
significantly enhance returns over time due to compounding.
- Automatic Rebalancing: With just three funds, rebalancing becomes easier
compared to more complex portfolios with many individual stocks and bonds.

Implementing the Three Fund Portfolio

To create your own Three Fund Portfolio, follow these steps:

Step 1: Determine Your Asset Allocation

Your asset allocation depends on your risk tolerance, investment horizon, and
financial goals. A common approach is:

- Aggressive: 80% stocks (60% U.S., 20% international) and 20% bonds.
- Moderate: 60% stocks (40% U.S., 20% international) and 40% bonds.
- Conservative: 40% stocks (30% U.S., 10% international) and 60% bonds.

Consider using a tool like a risk tolerance questionnaire to assess your
appropriate asset allocation.



Step 2: Select Your Funds

When choosing funds, look for:

- Low Expense Ratios: Aim for funds with an expense ratio of 0.1% or lower.
- Broad Market Coverage: Ensure the funds cover a wide range of companies in
each category.
- Reputable Providers: Consider funds from well-established companies like
Vanguard, Fidelity, or Schwab.

Here are some examples of popular funds for each category:

- U.S. Total Stock Market Index Fund: Vanguard Total Stock Market Index Fund
(VTSAX)
- International Total Stock Market Index Fund: Vanguard Total International
Stock Index Fund (VTIAX)
- Total Bond Market Index Fund: Vanguard Total Bond Market Index Fund (VBTLX)

Step 3: Open an Investment Account

You can invest in your Three Fund Portfolio through various types of
accounts:

- Brokerage Accounts: Flexible and suitable for individual investors.
- Retirement Accounts: Such as IRAs or 401(k)s, which offer tax advantages.
- Robo-Advisors: Some platforms automatically create and manage a Three Fund
Portfolio for you.

Choose the account type that aligns with your investment goals and tax
situation.

Step 4: Invest and Rebalance

Once your funds are selected, invest according to your asset allocation.
After that:

- Monitor Your Portfolio: Regularly check your portfolio performance, but
avoid overreacting to market fluctuations.
- Rebalance: Adjust your investments at least annually to maintain your
desired asset allocation. This may involve selling assets that have grown to
a larger percentage of your portfolio and buying more of those that have
decreased.



Benefits of the Three Fund Portfolio

The Three Fund Portfolio has numerous advantages:

- Low Maintenance: With only three funds to manage, the portfolio requires
minimal oversight and adjustments.
- Reduced Risk: The diversification across asset classes can lead to a more
stable investment experience.
- Long-Term Focus: The simplicity of the strategy encourages investors to
focus on long-term growth rather than short-term market movements.
- Accessibility: The approach is suitable for all investors, regardless of
experience level.

Considerations and Potential Downsides

While the Three Fund Portfolio is a robust investment strategy, it’s
essential to consider a few potential downsides:

- Market Risk: As with any stock investment, there is exposure to market
fluctuations. A downturn can impact the value of your portfolio.
- Inflation Risk: Bonds may not keep pace with inflation over the long term,
potentially reducing purchasing power.
- Lack of Customization: Some investors may prefer a more tailored approach
with specific sectors or individual stocks.

Conclusion

The Bogleheads Guide to the Three Fund Portfolio is an effective investment
strategy for those looking to simplify their investment journey while still
achieving diversification and growth. By focusing on low-cost index funds,
maintaining a balanced asset allocation, and adhering to the principles of
long-term investing, individuals can build a robust portfolio that can
weather market fluctuations. Whether you are a novice investor or a seasoned
pro, the Three Fund Portfolio is worth considering as a foundational piece of
your investment strategy. Embrace the simplicity, stay disciplined, and let
the power of compounding work for you over time.

Frequently Asked Questions

What is the core principle of the Three-Fund



Portfolio?
The core principle is to invest in three low-cost index funds that cover the
total U.S. stock market, total international stock market, and total bond
market, providing broad diversification.

Why is simplicity important in the Three-Fund
Portfolio?
Simplicity is important because it makes managing investments easier for
individuals, reduces costs associated with trading and fund management, and
minimizes emotional decision-making.

What types of funds are typically included in the
Three-Fund Portfolio?
Typically, the Three-Fund Portfolio includes a U.S. total stock market index
fund, an international total stock market index fund, and a total bond market
index fund.

How does the Three-Fund Portfolio help with risk
management?
By diversifying across different asset classes and geographical regions, the
Three-Fund Portfolio spreads risk, reducing the impact of volatility in any
single market or sector.

What is the recommended allocation for a typical
Three-Fund Portfolio?
A common allocation is 60% in stocks (40% U.S. and 20% international) and 40%
in bonds, but this can vary based on individual risk tolerance and investment
goals.

How often should one rebalance the Three-Fund
Portfolio?
It's generally recommended to rebalance the portfolio at least once a year or
when asset allocations deviate significantly from your target percentages.

Can the Three-Fund Portfolio be adjusted for
retirement?
Yes, as you approach retirement, you might gradually shift your allocation
towards more bonds and fewer stocks to reduce risk and preserve capital.

What are the tax advantages of using the Three-Fund



Portfolio strategy?
The strategy often involves holding funds in tax-advantaged accounts, which
can minimize capital gains taxes and allow for tax-efficient growth over
time.
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Norman | Van's Pig Stand
Van’s Pig Stands, with 5 locations in Oklahoma, has been doing Bar-B-Q right since 1930, and has
been an Oklahoma tradition for decades. Famous for their hickory-smoked ribs, brisket and Pig
Sandwiches, customers consider Van’s among the nation’s top barbecue restaurants.

Van's Pig Stands - Norman Norman, OK 73071 - Restaurantji
Latest reviews, photos and ��ratings for Van's Pig Stands - Norman at 320 N Porter Ave in Norman -
view the menu, ⏰hours, ☎️phone number, ☝address and map.

Van's Pig Stand - Norman, OK - Yelp
It was a small little store serving barbecue such as the Pig Sandwich® and Ribs. The menu also
included other types of sandwiches such as Liverwurst, Pimento, Chicken Salad, and Cream Cheese.

Van's Pig Stand - Norman 320 North Porter Avenue - Toast Tab
Chopped Brisket Sandwich: Savory, slow-smoked chopped brisket served on a toasted bun, with your
choice of our five signature BBQ sauces on the side. 2 Meat Combo - your choice of 2 meats and 2
side items.

Van's Pig Stand menu - Norman OK 73071 - (405) 703-3000 - Allmenus
Restaurant menu, map for Van's Pig Stand located in 73071, Norman OK, 320 N Porter Ave.

Discover the Bogleheads Guide to the Three Fund Portfolio and learn how to simplify your investing
strategy for long-term success. Learn more today!
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