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Vanguard Group has had discussions with a handful of private-equity firms as the indexing giant weighs 

whether to push further into alternative investments. 

The firm held exploratory talks with Boston firm HarbourVest Partners, London-based Pantheon and at 

least one other firm, said people familiar with the matter. Those talks took place in the past year. 

Vanguard is evaluating partnerships to make a mix of private-equity funds available to Vanguard clients, 

the people said. 

Talks are in early stages, and a final decision hasn’t been made. It is possible Vanguard may not offer a 

private-equity product in the end. 

But the recent discussions show the pull of private markets on all types of asset-management firms as 

the public markets continue to shrink. Large investors, from sovereign-wealth funds to ultra-rich 

individuals, have poured trillions of dollars into private equity in recent years. 

For many money managers, private-equity funds are a chance to lock in institutions’ money—and 

capture fees—for the longer haul than stock-and-bond strategies. 

Vanguard’s weighing such a move marks a striking change for the $5.6 trillion behemoth that became a 

household brand on the back of low-cost funds for everyday investors. The Malvern, Pa.-based firm 

currently offers only stock-and-bond-type strategies. 

Many firms that invest in the public markets have faced heightened pressure lately as a price war 

between managers is pulling the prices of the most commonly offered stock-and-bond strategies near 

zero. At the same time, major brokerage platforms are making it more difficult for many managers to 

distribute products through them. 

Vanguard has told private-equity executives it is considering offering private-markets strategies to 

clients of its advisory services, two people said. Its focus would likely be institutions and high-net-worth 

clients it advises, one person said. Vanguard’s review of private equity is the latest sign of how Chief 

Executive Tim Buckley is leaving his mark. The Vanguard veteran took the helm atop the firm last year. 

Among a series of changes, he is looking to make the firm a bigger provider of advice. 

“I’d never say never,” Mr. Buckley said at a May press briefing, about whether Vanguard would go 

bigger into alternatives. “In the alts space there’s some great people, and there are also some crazy 

strategies. We have to make sure we find the right space there.” 

The firm considered the business case for offering individual private-market-fund strategies for clients, 

but decided it would rather find ways to offer a more diversified mix of different fund strategies 

packaged in a single offering, said one of the people familiar with the matter. 



Among the questions Vanguard typically works through when it evaluates new products: Can the firm 

provide a differentiated product? And can it provide these products at a lower cost? Finding new ways 

to structure, cheaply price and distribute illiquid alternatives for individuals has been a challenge for 

many private-equity firms. 

Any push to find new sources of returns beyond the stock-and-bonds offerings could help Vanguard 

become a bigger provider of financial advice to retail and institutional clients, a major priority for the 

firm’s executives. 

The firm currently advises institutions with a combined $50 billion of assets and advises high-net-worth 

and other retail clients with a collective $130 billion. These clients pay an additional fee for the firm to 

assemble portfolios for them with Vanguard products, which include some liquid alternatives. Vanguard 

has no illiquid alternatives products to offer these clients now. 

In a decade marked by historically low interest rates, return-starved pensions and sovereign wealth 

funds have poured money into private markets. The move is reshaping capital markets with the number 

of initial public offerings in the U.S. down sharply from a high in the 1990s. The diminishing public 

markets raises questions about whether smaller institutions and everyday investors are getting left out 

of a burgeoning source of wealth. 

Other traditional asset managers have attempted to break into private markets more aggressively, but 

have so far struggled to find private-equity funds that scale in the same way as stock-and-bond funds. 

Being able to scale up is particularly crucial for Vanguard given its unusual ownership structure: 

Vanguard is owned by its fund investors. Any benefits of scale can lower costs for investors or be 

reinvested in its business. 

Vanguard has over the years explored the idea of private equity. In 2001 it announced it struck a deal 

with Bala Cynwyd, Pa.-based Hamilton Lane to launch a private-equity offering. The firm struggled to hit 

fundraising targets in the aftermath of the dot-com bust. Vanguard conceded in 2002 that it would be 

difficult to raise enough to be cost-effective. 

“If everyone else is going there just because it’s profitable doesn’t mean we should go there,” Mr. 

Buckley said in an interview earlier this year. “We will only go somewhere if we think we can do it better 

for your portfolio.” 
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