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cover the period throughthe date onthefront of this report. Of course, the risksof investing in your portfolio are spelledout in the prospectus.



• Despite some relief in midsummer and late fall, the 12 months ended December 31,
2022, were a volatile, challenging period for financial markets. The Capital Growth Portfolio
returned –15.48%, better than the –18.11% return of its benchmark, the Standard &
Poor’s 500 Index.

• Overall, the economic backdrop deteriorated as inflation soared to multidecade highs,
driven by government spending during the pandemic as well as higher energy and food
prices in the wake of Russia’s in
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years of excessive money supply growth,
unleashed the worst inflation in 40 years.

The hallmarks of the prior
paradigm—inflation, growth, and low
interest rates—bred a certain type of
winner. Growth stocks, for instance,
dominated value stocks, and
large-company stocks trumped
small-company stocks; in the 13 calendar
years from 2009 through 2021, growth
and large outperformed their counterparts
10 times each. Growth outperformed
value by 6.5 percentage points annually
(the respective Russell 3000 indexes
returned 19.1% and 12.6%), while
large-caps outpaced small-caps by 2.3
percentage points annually (the Russell
1000 and Russell 2000 returned 16.1%
and 13.8%, respectively). The ultimate
winners were Big Tech stocks; the
ascendance of Apple, Amazon, Alphabet,
Meta, and Netflix (the so-called FAANG
stocks) explains much of this large growth
stock phenomenon.

A new paradigm would upend this
dynamic, as investors migrate from
yesterday’s darlings to fresh leadership.
During the year, FAANG stocks indeed
struggled; Meta (–64%), Netflix (–51%),
Amazon (–50%), Alphabet (–39%), and
Apple (–26%) all



As a shareholder of the portfolio, you incur ongoing costs, which include costs for portfolio
management, administrative services, and shareholder reports (like this one), among others.
Operating expenses, which are deducted from a portfolio's gross income, directly reduce the
investment return of the portfolio.

A portfolio's expenses are expressed as a percentage of its average net assets. This figure is known
as the expense ratio. The following examples are intended to help you understand the ongoing costs
(in dollars) of investing in your portfolio and to compare these costs with those of other mutual
funds. The examples are based on an investment of $1,000 made at the beginning of the period
shown and held for the entire period.

The accompanying table illustrates your portfolio's costs in two ways:



All of the returns in this report represent past performance, which is not a guarantee of future

results that may be achieved by the portfolio. (Current performance may be lower or higher

than the performance data cited. For performance data current to the most recent month-end,

visit our website at vanguard.com/performance.) Note, too, that both investment returns and

principal value can fluctuate widely, so an investor’s shares, when sold, could be worth more

or less than their original



Communication Services 5.4%

Consumer Discretionary 10.4

Consumer Staples 0.1

Energy 2.5

Financials 6.9

Health Care 33.5

Industrials 13.7

Information Technology 26.0

Materials 1.5

The table reflects the portfolio’s investments, except for short-term
investments. Sector categories are based on the Global Industry
Classification Standard (“GICS”), except for the “Other” category (if
applicable), which includes securities that have not been provided
a GICS classification as of the effective reporting period.

Global Industry Classification Standard (“GICS”) was developed by and is the exclusive property and a service mark of MSCI Inc. (“MSCI”) and Standard and Poor’s, a division of McGraw-Hill
Companies, Inc. (“S&P”), and is licensed for use by Vanguard. Neither MSCI, S&P nor any third party involved in making or compiling the GICS or any GICS classification makes any express
or implied warranties or representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all
warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any such standard or classification. Without limiting any of the foregoing,
in no event shall MSCI, S&P, any of its affiliates or any third party involved in making or compiling the GICS or any GICS classification have any liability for any direct, indirect, special,
punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.
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The portfolio files its complete schedule of portfolio holdings with the Securities and Exchange
Commission (SEC) for the first and third quarters of each fiscal year as an exhibit to its reports on
Form N-PORT. The portfolio’s Form N-PORT reports are available on



($000s, except shares, footnotes, and per-share amounts) Amount

Assets

Investments in Securities, at Value

Unaffiliated Issuers (Cost $921,280) 1,354,580

Affiliated Issuers (Cost $63,111) 63,109

Total Investments in Securities 1,417,689
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Statement of Operations

Year Ended
December 31, 2022

($000)
Investment Income

Income

Dividends1 21,176
Interest2 987
Securities Lending—Net 6
Total Income 22,169
Expenses

Investment Advisory Fees—Note B 2,263
The Vanguard Group—Note C

Management and Administrative 2,673
Marketing and Distribution 85

Custodian Fees 17
Auditing Fees 27
Shareholders’ Reports 50
Trustees’ Fees and Expenses 1
Other Expenses 8
Total Expenses 5,124
Net Investment Income 17,045

Realized Net Gain (Loss)

Investment Securities Sold2 80,141
Foreign Currencies 3
Realized Net Gain (Loss) 80,144

Change in Unrealized Appreciation
(Depreciation)

Investment Securities2 (365,792)
Foreign Currencies (25)
Change in Unrealized Appreciation
(Depreciation) (365,817)

Net Increase (Decrease) in Net Assets
Resulting from Operations (268,628)

1 Dividends are net of foreign withholding taxes of $414,000.
2 Interest income, realized net gain (loss), capital gain

distributions received, and change in unrealized appreciation
(depreciation) from an affiliated company of the portfolio were
$987,000, less than $1,000, less than $1,000, and $3,000,
respectively. Purchases and sales are for temporary cash
investment purposes.

Statement of Changes in Net Assets

Year Ended December 31,
2022



For a Share Outstanding
Throughout Each Period

Year Ended December 31,
2022 2021 2020 2019 2018

Net Asset Value, Beginning of Period $50.69 $45.21 $40.76 $33.49 $35.12

Investment Operations

Net Investment Income1 .468 .356 .478 .503 .429
Net Realized and Unrealized Gain (Loss) on
Investments (7.744) 8.959 5.768 8.182 (.754)
Total from Investment Operations (7.276) 9.315 6.246 8.685 (.325)
Distributions

Dividends from Net Investment Income (.390) (.480) (.574) (.411) (.315)
Distributions from Realized Capital Gains (4.214) (3.355) (1.222) (1.004) (.990)
Total Distributions (4.604) (3.835) (1.796) (1.415) (1.305)
Net Asset Value, End of Period $38.81 $50.69 $45.21 $40.76 $33.49

Total Return -15.48% 21.54% 17.47% 26.50% -1.18%

Ratios/Supplemental Data

Net Assets, End of Period (Millions) $1,419 $1,775 $2,092 $1,976 $1,596
Ratio of Total Expenses to Average Net Assets 0.34% 0.34% 0.34% 0.34% 0.34%
Ratio of Net Investment Income to
Average Net Assets 1.13% 0.73% 1.25% 1.37% 1.18%
Portfolio Turnover Rate 3% 5%2 6% 5% 6%

1 Calculated based on average shares outstanding.
2 Excludes the value of portfolio securities received or



The Capital Growth Portfolio, a portfolio of Vanguard Variable Insurance Funds, is registered under the
Investment Company Act of 1940 as an open-end investment company. The portfolio's shares are
only available for purchase by separate accounts of insurance companies as investments for variable
annuity plans, variable life insurance contracts, or other variable benefit insurance contracts.
Significant market disruptions, such as those caused by pandemics (e.g., COVID-1



income represents fees charged to borrowers plus income earned on invested cash collateral, less
expenses associated with the loan. During the term of the loan, the portfolio is entitled to all
distributions made on or in respect of the loaned securities.

6. Credit Facilities and Interfund Lending Program:The portfolio and certain other funds managed by
The Vanguard Group("Vanguard") participate in a $4.4 billioncommitted credit facility provided by a
syndicate of lenders pursuant to a credit agreement and an uncommitted credit facility provided by
Vanguard.Both facilities may be renewed annually. Each fund is individually liable for its borrowings,
if any, under the credit facilities. Borrowings may be utilized for temporary or emergency purposes
and are subject to the portf olio•s regulatory and contractual borrowing restrictions. With respect to
the commit ted credit facility, the participating funds are charged administrative fees and an annual
commitment fee of 0.10% of the undrawn committed amount of the facility, which are allocated to
the funds based on a method approved by the portfolio•s board of trustees and included in
Management and Administrativ e expenses on the portfolio•s Statement of Operations. Any
borrowings under either facility bear interest at an agreed-upon spread plus the higher of the federal
funds effective rate, the overnight bank funding rate, or the Daily Simple Secured Overnight
Financing Rate inclusive of an additional agreed-upon spread. However, borrowings under the
uncommitted credit facility may bear interest based upon an alternate rate agreed to by the portfolio
and Vanguard.

In accordance with an exemptive order (the •OrderŽ) from the SEC, the portfolio may participate in a
joint lending and borrowing program that allows registered open-end Vanguard funds to borrow
money from and lend money to each other for temporary or emergency purposes (the •Interfund
Lending ProgramŽ),subject to compliance with the terms and conditions of the Order, and to the
extent permitted by the portfolio•s investment objective and investment policies. Interfund loans and
borrowings normally extend overnight but can have a maximum duration of seven days. Loans may
be called on one business day•s notice. The interest rate to be charged is governed by the conditions
of the Order and internal procedures adopted by the board of trustees. The board of trustees is
responsible for overseeing the Interfund Lending Program.

For the year ended December 31, 2022, the portfolio did not utilize the credit facilities or the
Interfund Lending Program.

7. Other: Dividend income is recorded on the ex-dividend date. Non-cash dividends includedin
income, if any, are recorded at the fair value of the securities received. Interest income includes
income distributions received from Vanguard Market Liquidity Fund and is accrued daily. Security
transactions are accounted for on the date securities are bought or sold. Costs used to determine
realized gains (losses) on the sale ofinvestment securities are those of the specific securities sold.

B. PRIMECAP Management Company provides investment advisory services to the portfolio for a
fee calculated at an annual percentage rate of averagenet assets. For the year ended December 31,
2022, the investment advisory fee represented an effective annual basic rate of 0.15% of the
portfolio•s average net assets.

C. In accordance with the terms of a Funds' Service Agreement �8.of distributions received0r



The following table summarizes the market value of the portfolio’s investments as of December 31,
2022, based on the inputs used to value them:

Level 1
($000)

Level 2
($000)

Level 3
($000)

Total
($000)

Investments

Assets
Common Stocks 1,296,274 58,306 — 1,354,580
Temporary Cash Investments 63,109 — — 63,109
Total 1,359,383 58,306 — 1,417,689

E. Permanent differences between book-basis and tax-basis components of net assets are
reclassified among capital accounts in the financial statements to reflect their tax character. These
reclassifications have no effect on net assets or net asset value per share. As of period end,
permanent differences primarily attributable to the accounting for applicable foreign currency
transactions were reclassified between the individual components of total distributable earnings
(loss).

Temporary differences between book-basis and tax-basis components of total distributable earnings
(loss) arise when certain items of income, gain, or loss are recognized in different periods for
financial statement and tax purposes; these differences if any, will reverse at some time in the
future. As of period end, the tax-basis components of total distributable earnings (loss) are detailed in
the table as follows:

Amount
($000)

Undistributed Ordinary Income 15,841
Undistributed Long-Term Gains 80,139
Capital Loss Carryforwards —
Qualified Late-Year Losses —
Net Unrealized Gains (Losses) 433,309

The tax character of distributions paid was as follows:

Year Ended December 31,
2022

Amount
($000)

2021
Amount

($000)
Ordinary Income* 13,352 21,857
Long-Term Capital Gains 144,325 153,666
Total 157,677 175,523
* Includes short-term capital gains, if any.

As of December 31, 2022, gross unrealized appreciation and depreciation for investments based on
cost for U.S. federal income tax purposes were as follows:

Amount
($000)

Tax Cost 984,391
Gross Unrealized Appreciation 559,635
Gross Unrealized Depreciation (126,337)
Net Unrealized Appreciation (Depreciation) 433,298

F. During the year ended December 31, 2022, the portfolio purchased $41,255,000 of investment
securities and sold $127,311,000 of investment securities, other than temporary cash investments.

G. Capital shares issued and redeemed were:

Year Ended December 31,
2022

Shares
(000)

2021
Shares

(000)
Issued 3,146 4,068
Issued in Lieu of Cash Distributions 3,557 3,846
Redeemed (5,169) (19,180)
Net Increase (Decrease) in Shares Outstanding 1,534 (11,266)

At December 31, 2022, one shareholder (an insurance company separate account whose holdings in
the portfolio represent the indirect investment of Vanguard Variable Annuity contract holders) was the
record or beneficial owner of 55% of the portfolio’s net assets. If this shareholder were to redeem its

Capital Growth Portfolio
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investment in the portfolio, the redemption might





Tax information (unaudited)

For corporate shareholders, 100%, or if subsequently determined to be different, the maximum
percentage allowable by law, of ordinary income (dividend income plus short-term gains, if any) for
the fiscal year qualified for the dividends-received deduction.

The portfolio hereby designates $221,000, or if subsequently determined to be different, the
maximum amount allowable by law, of interest earned from obligations of the U.S. government
which is generally exempt from state income tax.

The portfolio distributed $144,325,000 as capital gain dividends
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The trustees of your mutual fund are there to see that the fund is operated and managed in your
best interests since, as a shareholder, you are a part owner of the fund. Your fund’s trustees also
serve on the board of directors of The Vanguard Group, Inc., which is owned by the Vanguard funds
and provides services to them.

A majority of Vanguard’s board members are independent, meaning that they have no affiliation with
Vanguard or the funds they oversee, apart from the sizable personal investments they have made as
private individuals. The independent board members have distinguished backgrounds in business,
academia, and public service. Each of the trustees and executive officers oversees 206 Vanguard
funds.

Information for each trustee and executive officer of the fund appears below. That information, as
well as the Vanguard fund count, is as of the date on the cover of this fund report. The mailing
address of the trustees and officers is P.O. Box 876, Valley Forge, PA 19482. More information about
the trustees is in the Statement of Additional Information, which can be obtained, without charge,
by contacting Vanguard at 800-662-7447, or online at vanguard.com.

InterestedTrustee1

Mortimer J. Buckley

Born in 1969. Trustee since January 2018. Principal
occupation(s) during the past five years and other
experience: chairman of the board (2019–present) of
Vanguard and of each of the investment companies
served by Vanguard; chief executive officer
(2018–present) of Vanguard; chief executive officer,
president, and trustee (2018–present) of each of the
investment companies served by Vanguard; president
and director (2017–present) of Vanguard; and president
(2018–present) of Vanguard Marketing Corporation.
Chief investment officer (2013–2017), managing
director (2002–2017), head of the Retail Investor Group
(2006–2012), and chief information officer (2001–2006)
of Vanguard. Member of the board of governors of the
Investment Company Institute and the board of
governors of FINRA. Trustee and vice chair of The
Shipley School.

Independent Trustees

Tara Bunch

Born in 1962. Trustee since November 2021. Principal
occupation(s) during the past five years and other
experience: head of global operations at Airbnb
(2020–present). Vice president of AppleCare
(2012–2020). Member of the board of directors of Out
& Equal (2002–2006), the advisory board of the
University of California, Berkeley School of Engineering
(2020–present), and the advisory board of Santa Clara
University’s Leavey School of Business
(2018–present).

Emerson U. Fullwood

Born in 1948. Trustee since January 2008. Principal
occupation(s) during the past five years and other
experience: executive chief staff and marketing officer
for North America and corporate vice president (retired
2008) of Xerox Corporation (document management
products and services). Former president of the
Worldwide Channels Group, Latin America, and
Worldwide Customer Service and executive chief staff
officer of Developing Markets of Xerox. Executive in
residence and 2009–2010 Distinguished Minett
Professor at the Rochester Institute of Technology.
Member of the board of directors of the University of
Rochester Medical Center, the Monroe Community
College Foundation, the United Way of Rochester,
North Carolina A&T University, Roberts Wesleyan
College, and the Rochester Philharmonic Orchestra.
Trustee of the University of Rochester.

F. Joseph Loughrey

Born in 1949. Trustee since October 2009. Principal
occupation(s) during the past five years and other
experience: president and chief operating officer
(retired 2009) and vice chairman of the board
(2008–2009) of Cummins Inc. (industrial machinery).
Chairman of the board of Hillenbrand, Inc. (specialized
consumer services). Director of the V Foundation.
Member of the advisory council for the College of Arts
and Letters at the University of Notre Dame. Chairman
of the board of Saint Anselm College.

Mark Loughridge

Born






