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About Your Portfolio’s 



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 portf



Communications 18.1%

Consumer Discretionary 16.7

Consumer Staples  3.4

Energy 10.0

Financials  9.3

Health Care 11.0

Industrials  7.2

Materials  9.0

Real Estate  1.3

Technology 12.1

Utilities  1.9

The table reflects the portfolio’s investments, except for short-term
investments, derivatives and other financial instruments.
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Coupon
Maturity

Date

Face
Amount

($000)

Market
Value•

($000)
1 Ashton Woods USA LLC / Ashton

Woods Finance Co.  4.625%   4/1/30    460     332
 Bath & Body Works Inc.  6.694%  1/15/27    504     467
1 Bath & Body Works Inc.  6.625%  10/1/30  2,130   1,840
1 Beacon Roofing Supply Inc.  4.125%  5/15/29    490     402
 Boyd Gaming Corp.  4.750%  12/1/27  3,725   3,372
1 Boyd Gaming Corp.  4.750%  6/15/31    165     140
1 Builders Firstsource Inc.  4.250%   2/1/32  1,000     764
1 Caesars Entertainment Inc.  6.250%   7/1/25  1,810   1,744
1 Caesars Entertainment Inc.  8.125%   7/1/27  2,094   2,019
1 Caesars Entertainment Inc.  4.625% 10/15/29  1,200     936
1 Caesars Resort Collection LLC / CRC

Finco Inc.  5.750%   7/1/25    610     585
1 Carniv.0o9  3.2821 Td
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Coupon
Maturity

Date

Face
Amount

($000)

Market
Value•

($000)
1 Continental Resources Inc.  5.750%  1/15/31    960     927
 Continental Resources Inc.  4.900%   6/1/44  2,355   1,853
 DCP Midstream Operating LP  3.875%  3/15/23    801     794
 DCP Midstream Operating LP  5.125%  5/15/29    205     185
1 DT Midstream Inc.  4.125%  6/15/29  2,290   1,947
1 DT Midstream Inc.  4.375%  6/15/31  3,271   2,734
1 Earthstone Energy Holdings LLC  8.000%  4/15/27    635     601
1 EnLink Midstream LLC  5.625%  1/15/28    720     664
 EnLink Midstream LLC  5.375%   6/1/29    720     631
 EnLink Midstream Partners LP  4.150%   6/1/25    750     699
 EnLink Midstream Partners LP  4.850%  7/15/26    636     588
 EnLink Midstream Partners LP  5.050%   4/1/45    906     616
 EnLink Midstream Partners LP  5.450%   6/1/47    663     470
 EQM Midstream Partners LP  4.000%   8/1/24    158     149
1 EQM Midstream Partners LP  6.000%   7/1/25  1,580   1,520
 EQM Midstream Partners LP  4.125%  12/1/26    100      87
1 EQM Midstream Partners LP  7.500%   6/1/27     95      92
1 EQM Midstream Partners LP  6.500%   7/1/27  1,710   1,591
 EQM Midstream Partners LP  5.500%  7/15/28    641     555
1 EQM Midstream Partners LP  4.500%  1/15/29    990     804
1 EQM Midstream Partners LP  7.500%   6/1/30    100      96
1 EQM Midstream Partners LP  4.750%  1/15/31  2,175   1,735
 EQT Corp.  6.625%   2/1/25    145     149
1 EQT Corp.  3.625%  5/15/31    392     342
1 Hess Midstream Operations LP  4.250%  2/15/30     20      17
 Occidental Petroleum Corp.  3.400%  4/15/26    365     334
 Occidental Petroleum Corp.  3.200%  8/15/26    230     207
 Occidental Petroleum Corp.  3.000%  2/15/27    250     225
 Occidental Petroleum Corp.  6.375%   9/1/28    240     243
 Occidental Petroleum Corp.  6.125%   1/1/31    676     686
 Occidental Petroleum Corp.  4.400%  4/15/46    225     182
 Ovintiv Inc.  7.200%  11/1/31    140     152
 Ovintiv Inc.  7.375%  11/1/31  1,344   1,483
 Ovintiv Inc.  6.500%  8/15/34    397     413
 Ovintiv Inc.  6.500%   2/1/38    715     742
 Range Resources Corp.  8.250%  1/15/29    675     691
1 Range Resources Corp.  4.750%  2/15/30    280     252
1 Rockies Express Pipeline LLC  4.950%  7/15/29    207     177
1 Rockies Express Pipeline LLC  4.800%  5/15/30    166     138
1 Rockies Express Pipeline LLC  7.500%  7/15/38    322     287
 Southwestern Energy Co.  5.375%   2/1/29    747     694
 Southwestern Energy Co.  5.375%  3/15/30  1,813   1,668
 Southwestern Energy Co.  4.750%   2/1/32    385     329
 Sunoco LP / Sunoco Finance Corp.  6.000%  4/15/27  2,265   2,160
 Sunoco LP / Sunoco Finance Corp.  5.875%  3/15/28    725     666
 Sunoco LP / Sunoco Finance Corp.  4.500%  5/15/29    805     664
1 Sunoco LP / Sunoco Finance Corp.  4.500%  4/30/30  1,150     935
 Targa Resources Partners LP / Targa

Resources Partners Finance Corp.  6.875%  1/15/29  1,200   1,225
 Targa Resources Partners LP / Targa

Resources Partners Finance Corp.  4.875%   2/1/31  1,640   1,496
1,6 Transocean Guardian Ltd.  5.875%  1/15/24    714     662
1,6 Transocean Phoenix 2 Ltd.  7.750% 10/15/24    459     444
1,6 Transocean Pontus Ltd.  6.125%   8/1/25    526     483
1,6 Transocean Proteus Ltd.  6.250%  12/1/24    538     508
1 Venture Global Calcasieu Pass LLC  3.875%  8/15/29  1,295   1,135
1 Venture Global Calcasieu Pass LLC  4.125%  8/15/31  1,635   1,404
1 Venture Global Calcasieu Pass LLC  3.875%  11/1/33  2,110   1,740
1 Vine Energy Holdings LLC  6.750%  4/15/29     15      15
 Western Midstream Operating LP  3.600%   2/1/25    105      97
 Western Midstream Operating LP  3.950%   6/1/25    430     406
 Western Midstream Operating LP  4.650%   7/1/26  1,150   1,082
 Western Midstream Operating LP  4.500%   3/1/28    100      90
 Western Midstream Operating LP  4.750%  8/15/28    215     197
 Western Midstream Operating LP  4.550%   2/1/30     95      82
 Western Midstream Operating LP  5.450%   4/1/44    595       8(3 T3 Tc
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 Centene Corp.  4.625% 12/15/29    735     685
 Centene Corp.  3.375%  2/15/30    810     687
 Centene Corp.  3.000% 10/15/30    590     489
1 Charles River Laboratories

International Inc.  4.250%   5/1/28  1,550   1,394
1 Charles River Laboratories

International Inc.  3.750%  3/15/29    640     555
1 Charles River Laboratories

International Inc.  4.000%  3/15/31    650     557
1 CHS/Community Health

Systems Inc.  5.625%  3/15/27  1,940   1,642
1 CHS/Community Health

Systems Inc.  6.000%  1/15/29    770     635
1 CHS/Community Health

Systems Inc.  5.250%  5/15/30  1,025     782
1 CHS/Community Health

Systems Inc.  4.750%  2/15
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 Graphic Packaging International LLC  4.125%  8/15/24  1,045   1,026
1 Graphic Packaging International LLC  4.750%  7/15/27    205     194
1 Graphic Packaging International LLC  3.500%  3/15/28  1,990   1,721
1 Graphic Packaging International LLC  3.500%   3/1/29    540     458
1 Graphic Packaging International LLC  3.750%   2/1/30    485     413
1 NOVA Chemicals Corp.  5.250%   6/1/27  1,409   1,211
1 Novelis Corp.  3.250% 11/15/26    635     538
1 Novelis Corp.  4.750%  1/30/30  1,369   1,138
1 Novelis Corp.  3.875%  8/15/31    970     747
1 OCI NV  4.625% 10/15/25    555     539
 Olin Corp.  5.125%  9/15/27  1,406   1,294
 Olin Corp.  5.625%   8/1/29    705     628
 Olin Corp.  5.000%   2/1/30    687     595
1 Owens-Brockway Glass

Container Inc.  5.875%  8/15/23  1,471   1,457
1 Owens-Brockway Glass

Container Inc.  5.375%  1/15/25    640     604
1 Owens-Brockway Glass

Container Inc.  6.375%  8/15/25  1,245   1,187
1 Owens-Brockway Glass

Container Inc.  6.625%  5/13/27  1,180   1,101
1 Sealed Air Corp.  4.000%  12/1/27    424     382
 Silgan Holdings Inc.  4.125%   2/1/28  1,045     938
2 Silgan Holdings Inc.  2.250%   6/1/28  1,320   1,083
1 Standard Industries Inc.  5.000%  2/15/27    700     635
1 Standard Industries Inc.  4.750%  1/15/28  1,160     992
1 Standard Industries Inc.  4.375%  7/15/30  2,560   2,025
1 Standard Industries Inc.  3.375%  1/15/31  2,955   2,169
2 Trivium Packaging Finance BV  3.750%  8/15/26  1,000     959
1,2 Trivium Packaging Finance BV  3.750%  8/15/26    480     460
1 Trivium Packaging Finance BV  5.500%  8/15/26    745     702
1 Tronox Inc.  4.625%  3/15/29  2,455   1,984

                              5 3,647

Real Estate (1 .2%)
1 Iron Mountain Inc.  4.875%  9/15/27    595     538
1 Iron Mountain Inc.  4.875%  9/15/29    782     655
1 Park Intermediate Holdings LLC / PK

Domestic Property LLC / PK
Finance Co-Issuer  4.875%  5/15/29    265     228

 Service Properties Trust  7.500%  9/15/25    128     118
 Service Properties Trust  5.250%  2/15/26    175     135
 Service Properties Trust  4.750%  10/1/26    893     651
 Service Properties Trust  4.950%  2/15/27    200     147
 Service Properties Trust  5.500% 12/15/27  1,007     815
 Service Properties Trust  3.950%  1/15/28    485     337
 Service Properties Trust  4.950%  10/1/29     76      52
 Service Properties Trust  4.375%  2/15/30    467     315
1 VICI Properties LP / VICI Note Co

Inc.  5.625%   5/1/24    150     148
1 VICI Properties LP / VICI Note Co.

Inc.  4.250%  12/1/26  2,465   2,263
1 VICI Properties LP / VICI Note Co.

Inc.  3.750%  2/15/27    458     402
1 VICI Properties LP / VICI Note Co.

Inc.  4.625%  12/1/29    820     737

                               7,541

Tec hnol o g y (9.9%)
1 Black Knight InfoServ LLC  3.625%   9/1/28  2,147   1,865
1 Booz Allen Hamilton Inc.  3.875%   9/1/28    415     367
1 Booz Allen Hamilton Inc.  4.000%   7/1/29    405     358
 CD
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D e r i v a t i v e Financial Instrument s Outstandin g as of Period End
 

Forward Currency Contracts

Contract
Settlement

Date

Contract Amount (000)
Unrealized

Appreciation
($000)

Unrealized
Depreciation

($000)Counterparty Receive Deliver

UBS AG 7/29/22 USD 1,992 CAD 2,565 — (1)

BNP Paribas 7/29/22 USD 24,957 EUR 23,688 84 —

Toronto-Dominion Bank 7/29/22 USD 1,430 GBP 1,174 1 —

85 (1)
 

CAD„Canadian dollar.
EUR„euro.
GBP„British pound.
USD„U.S. dollar. 

Centrally Cleared Credit Default Swaps

Reference Entity
Termination

Date
Notional Amount

(000)

Periodic
Premium
Received

(Paid)1

(%)
Value
($000)

Unrealized
Appreciation

(Depreciation)
($000)

Credit Protection Sold

CDX-NA-HY-S38-V2 6/21/27 USD 11,410 5.000 (325) (214)
 

1 Periodic premium received/paid quarterly.
USD„U.S. dollar.

The notional amount represents the maximum potential amount the fund could be required to pay as
a seller of credit protection if the reference entity was subject to a credit event.

At June 30, 2022, the counterparties had deposited in segregated accounts securities with a value of
$530,000 in connection with open forward currency contracts.
 

H i g h Yield Bond Por tfolio

See accompanying Notes, which are an integral part of the Financial Statements.
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($000s, except shares and per-share amounts) Amount

A s s e t s

Investments in Securities, at Value—Unaffiliated Issuers (Cost $695,108) 610,024

Investment in Vanguard  24

Cash  18

Cash Collateral Pledged—Centrally Cleared Swap Contracts  1,050

Foreign Currency, at Value (Cost $241)  242

Receivables for Investment Securities Sold  3,472

Receivables for Accrued Income  8,770

Receivables for Capital Shares Issued  187

Unrealized Appreciation—Forward Currency Contracts  85

To t a l Assets 623,872

Liabilit i e s

Payables for Investment Securities Purchased  273

Payables to Investment Advisor  101

Payables for Capital Shares Redeemed  256

Payables to Vanguard  53

Unrealized Depreciation - Floating Rate Loan Commitments  11

Unrealized Depreciation—Forward Currency Contracts  1

Variation Margin Payable—Centrally Cleared Swap Contracts  54

To t a l Liabilities  749

Net Assets 623,123

At June 30, 2022, net assets consisted of:

Paid-in Capital 705,190

Total Distributable Earnings (Loss)  (82,067)

N e t Assets 623,123

Net Assets

Appl i c a b l e to 93,102,263 outstandin g $.0 01 par value shares of
benefici a l interest (unlimited authorizat i o n) 623,123

Net Asset Value P er Share  $6.69
 

See accompanying Notes, which are an integral part of the Financial Statements.

H i g h Yield Bond Por tfolio

Statement of Assets and Liabilities
A s of June 30, 2022
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Statement of Operations 

Six Months Ended
June 30, 2022

($000)

I nv e s t m e n t Income

Inco m e

Interest1  16,605

Total Income  16,605

E x p e n s e s

Investment Advisory Fees—Note B  210

The Vanguard Group—Note C

Management and Administrative  633

Marketing and Distribution  31

Custodian Fees  7

Shareholders’ Reports  17

Trustees’ Fees and Expenses  —

Other Expenses  6

Total Expenses  904

N e t Investment Income  15,70 1

Realiz e d Net Gain (Loss)

Investment Securities Sold  (2,851)

Swap Contracts  (311)

Forward Currency Contracts  2,309

Foreign Currencies  (34)

Re a l i z e d Net Gain (Loss)  (887)

Change in Unrealized Appreciati o n
(Depreciati o n)

Investment Securities (109,600)

Floating Rate Loan Commitments  (11)

Swap Contracts  (214)

Forward Currency Contracts  467

Foreign Currencies  (8)

C h a n g e in Unrealized Appreciati o n
(Depreciati o n) (109,366)

Net Increase (Decrease) in Net Assets
Resu l t i n g from Operations  (94,552)

 
1 Interest is net of foreign withholding taxes of $4,000. 

Statement of Changes in Net Assets 

Six Months Ended
June 30,

2022

Year Ended
December 31,

2021

($000) ($000)

I n c r e a s e (Decrease) in Net Assets

Oper a t i o n s

Net Investment Income  15,701  33,835

Realized Net Gain (Loss)  (887)  11,770

Change in Unrealized Appreciation (Depreciation) (109,366)  (17,094)

Net Increase (Decrease) in Net Assets Resulting from Operations  (94,552)  28,511

D i s t r i b u t i o n s

Total Distributions  (33,997)  (34,925)

C a p i t a l Share Transactio n s

Issued  64,527  118,974

Issued in Lieu of Cash Distributions  33,997  34,925

Redeemed (125,557) (199,987)

Net Increase (Decrease) from Capital Share Transactions  (27,033)  (46,088)

Total Increase (Decrease) (155,582)  (52,502)

N e t Assets

Begi n n i n g of Period 778,705 831,207

End of Period 623,123 778,705
 

High Yield Bond Por tfolio

See accompanying Notes, which are an integral part of the Financial Statements.
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For a Share Outstanding
Throughout Each Period 

Six Months
Ended

June 30,
2022

Year Ended December 31,

2021 2020 2019 2018 2017

N e t Asset Value, Beginning of Period $8.06 $8.12 $8.19 $7.53 $8.13 $7.99

Investmen t Operations

Net Investment Income1
 .166  .337  .353  .410  .420  .419

Net Realized and Unrealized Gain (Loss) on
Investments  (1.165)  (.053)  .021  .731  (.636)  .119

Total from Investment Operations  (.999)  .284  .374  1.141  (.216)  .538

D i s t r i b u t i o n s

Dividends from Net Investment Income  (.371)  (.344)  (.444)  (.481)  (.384)  (.398)

Distributions from Realized Capital Gains — — — — — —

Total Distributions  (.371)  (.344)  (.444)  (.481)  (.384)  (.398)

N e t Asset Value, End of Period $6.69 $8.06 $8.12 $8.19 $7.53 $8.13

Total Return -12.75% 3.68% 5.67% 15.67% -2.73% 7.00%

Ratios/Suppl e m e n t a l Data

Net Assets, End of Period (Millions) $623 $779 $831 $783 $704 $752

Ratio of Total Expenses to Average Net Assets 0.26% 0.26% 0.26% 0.26% 0.26% 0.28%

Ratio of Net Investment Income to
Average Net Assets 4.52% 4.22% 4.57% 5.21% 5.39% 5.22%

Portfolio Turnover Rate 12% 30% 41% 27% 23% 28%

The expense ratio and net investment income ratio for the current period have been annualized. 
1 Calculated based on average shares outstanding. 

H i g h Yield Bond Por tfolio

Financial Highlights

See accompanying Notes, which are an integral part of the Financial Statements.

12





entering into master netting arrangements with its counterparties, and requiring its counterparties to
transfer collateral as security f



Schedule of Investments. The value of collateral received or pledged is compared daily to the value of
the swap contracts exposure with each counterparty, and any difference, if in excess of a specified
minimum transfer amount, is adjusted and settled within two business days.

The notional amounts of swap contracts are not recorded in the Statement of Assets and Liabilities.
Swaps are valued daily based on market quotations received from independent pricing services or
recognized dealers and the change in value is recorded in the Statement of Assets and Liabilities as
an asset (liability) and in the Statement of Operations as unrealized appreciation (depreciation) until
periodic payments are made or the termination of the swap, at which time realized gain (loss) is
recorded.

During the six months ended June 30, 2022, the portfolio’s average amounts of investments in credit
protection sold and credit protection purchased represented 1% and 0% of net assets, respectively,
based on the average of the notional amounts at each quarter-end during the period.

7. Federal Income Taxes: The portfolio intends to continue to qualify as a regulated investment
company and distribute all of its taxable income. The portfolio’s tax returns are open to examination
by the relevant tax authorities until expiration of the applicable statute of limitations, which is
generally three years after the filing of the tax return. Management has analyzed the portfolio’s.





Realized net gain (loss) and the change in unrealized appreciation (depreciation) on derivatives for the
six months ended June 30, 2022, were:
 

Realized Net Gain (Loss) on Derivatives

Foreign
Exchange
Contracts

($000)

Credit
Contracts

($000)
Total

($000)

Swap Contracts — (311) (311)

Forward Currency Contracts 2,309 — 2,309

Realized Net Gain (Loss) on Derivatives 2,309 (311) 1,998

Change in Unrealized Appreciation (Depreciation) on Derivatives

Swap Contracts — (214) (214)

Forward Currency Contracts 467 — 467

Change in Unrealized Appreciation (Depreciation) on Derivatives 467 (214) 253

F. As of June 30, 2022, gross unrealized appreciation and depreciation for investments, other
financial instruments, and derivatives based on cost for U.S. federal income tax purposes were as
follows:
 

Amount
($000)

Tax Cost 695,018

Gross Unrealized Appreciation  1,316

Gross Unrealized Depreciation (86,451)

Net Unrealized Appreciation (Depreciation) (85,135)

The portfolio’s tax-basis capital gains and losses are determined only at the end of each fiscal year.
For tax purposes, at December 31, 2021, the portfolio had available capital losses totaling
$10,614,000 that may be carried forward indefinitely to offset future net capital gains. The portfolio
will use these capital losses to offset net taxable capital gains, if any, realized during the year ending
December 31, 2022; should the portfolio realize net capital losses for the year, the losses will be
added to the loss carryforward balance above.

G. During the six months ended June 30, 2022, the portfolio purchased $78,246,000 of investment
securities and sold $106,658,000 of investment securities, other than temporary cash investments.

H. Capital shares issued and redeemed were:
 

Six Months
Ended

June 30,
2022

Year EndedAmount
Amount



The board of trustees of Vanguard Variable Insurance Funds High Yield Bond Portfolio has renewed
the portfolio’s investment advisory arrangement with Wellington Management Company LLP

(Wellington Management). The board determined that renewing the portfolio’s advisory
arrangement was in the best interests of the portfolio and its shareholders.



Vanguard funds (except for the money market funds) have adopted and implemented a written
liquidity risk management program (the “Program”) as required by Rule 22e-4 under the
Investment Company Act of 1940. Rule 22e-4 requires that each fund adopt a program that is
reasonably designed to assess and manage the fund’s liquidity risk, which is the risk that the fund
could not meet redemption requests without significant dilution of remaining investors’ interests
in the fund.

Assessment and management of a fund’s liquidity risk under the Program take into consideration
certain factors, such as the fund’s investment strategy and the liquidity of its portfolio investments
during normal and reasonably foreseeable stressed conditions, its short- and long-term cash-flow
projections during both normal and reasonably foreseeable stressed conditions, and its cash and
cash-equivalent holdings and access to other funding sources. As required by the rule, the
Program includes policies and procedures for classification of fund portfolio holdings in four
liquidity categories, maintaining certain levels of highly liquid investments, and limiting holdings of
illiquid investments.

The board of trustees of Vanguard Variable Insurance Funds approved the appointment of liquidity
risk management program administrators responsible for administering the High Yield Bond
Portfolio's Program and for carrying out the specific responsibilities set forth in the Program,
including reporting to the board on at least an annual basis regarding the Program’s operation, its
adequacy, and the effectiveness of its implementation for the past year (the “Program
Administrator Report”). The board has reviewed the Program Administrator Report covering the
period from January 1, 2021, through December 31, 2021 (the “Review Period”). The Program
Administrator Report stated that during the Review Period the Program operated and was
implemented effectively to manage the portfolio’s liquidity risk.

Liquidity Risk Management
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