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Fidelity International Index Fund: A Smart Way to Diversify Your Portfolio

fidelity international index fund offers investors a compelling opportunity to access global markets beyond
the U.S. borders with the convenience and cost-efficiency of index investing. If you’ve been exploring ways to
diversify your portfolio internationally, this fund could be a valuable addition. It combines Fidelity’s expertise
with a strategy designed to mirror the performance of a broad international equity index, making it an
attractive option for both novice and seasoned investors.

Understanding the Fidelity International Index Fund

Before diving into the specifics, it’s helpful to understand what an international index fund actually is. Unlike
actively managed funds that rely on fund managers making stock picks, an index fund aims to replicate the
performance of a specific market index. The Fidelity International Index Fund typically tracks an established
index that represents large and mid-cap stocks from developed markets outside the U.S., such as the MSCI EAFE
Index.

What Makes This Fund Stand Out?

Fidelity’s international index fund focuses on providing investors with broad exposure to developed
international markets, including countries like Japan, the United Kingdom, France, and Germany. The goal is to
capture the performance of these markets collectively without the higher fees or risks associated with active
management. This fund is particularly appealing because:

- It offers diversification across multiple countries and industries.
- It maintains relatively low expense ratios compared to actively managed international funds.
- It provides a passive investment strategy that aligns closely with the global market performance.

The Benefits of Investing in Fidelity International Index Fund

Investing in an international index fund like Fidelity’s comes with several advantages that can enhance your
portfolio’s overall health.

Global Diversification

One of the primary benefits of the Fidelity International Index Fund is its ability to diversify your holdings
geographically. U.S. markets often behave differently than international markets, so adding global equities can
reduce volatility and smooth out returns over time.

Cost Efficiency

Index funds generally have lower expense ratios because they don’t require active management. Fidelity’s
international index fund is no exception, often boasting fees that are significantly lower than many actively
managed international funds. Lower fees mean more of your money stays invested and compounds over time.



Transparency and Simplicity

Because the fund tracks a specific index, investors have a clear understanding of what they own. The
composition of the fund mirrors the underlying index, making it easier to predict performance relative to the
global market and reducing uncertainty.

Key Features of the Fidelity International Index Fund

To get a better grasp of what you’re investing in, here are some of the key characteristics of this fund:

Index Tracked: Typically the MSCI EAFE Index, which covers Europe, Australasia, and the Far East.

Expense Ratio: Generally low, often ranging between 0.06% to 0.15%, which is competitive in the
international fund category.

Holdings: Includes large and mid-cap stocks across various sectors such as technology, healthcare,
consumer goods, and financials.

Dividend Yield: Provides some income through dividends paid by constituent companies, though
international yields may vary.

Minimum Investment: Fidelity funds usually have accessible minimums, making it easier for retail investors
to participate.

How Does Fidelity International Index Fund Compare to Other
Investment Options?

When considering international exposure, investors often weigh index funds against actively managed funds or
ETFs (exchange-traded funds). Here’s how the Fidelity International Index Fund stacks up:

Index Fund vs. Actively Managed International Funds

Actively managed international funds try to outperform the market by selecting stocks based on research and
predictions. While this can lead to higher returns, it often comes with higher fees and the risk of
underperformance. The Fidelity International Index Fund offers steadier performance that closely tracks the
market at a fraction of the cost.

Index Fund vs. ETFs

ETFs are similar to index funds but trade like stocks on an exchange. Fidelity’s international index fund may not
trade intraday like an ETF, but it offers the advantage of automatic dividend reinvestment and often doesn’t
require brokerage commissions. For investors who prefer a buy-and-hold approach with regular contributions,
a mutual fund like Fidelity’s can be more convenient.



Tips for Investing in the Fidelity International Index Fund

If you decide to add the Fidelity International Index Fund to your portfolio, here are some tips to maximize your
investment:

Consider Your Overall Asset Allocation: International stocks complement U.S. equities well, but it’s1.
important to maintain a balanced allocation based on your risk tolerance and investment goals.

Invest Regularly: Dollar-cost averaging by investing a fixed amount regularly can help mitigate market2.
timing risks.

Be Patient: International markets can be volatile. Staying invested for the long term generally helps3.
smooth out short-term fluctuations.

Keep an Eye on Currency Risks: Since the fund invests in foreign securities, currency fluctuations can4.
impact returns. However, this can also provide additional diversification benefits.

Rebalance Periodically: Over time, your portfolio’s international allocation may drift. Rebalancing5.
ensures you maintain your desired exposure.

Who Should Consider the Fidelity International Index Fund?

This fund is ideal for investors who want broad international exposure without the complexities of individual
stock picking or the higher fees of actively managed funds. It suits those looking to:

- Diversify their portfolio beyond U.S. markets.
- Access developed markets with a passive investment approach.
- Minimize investment costs.
- Build a foundation for a globally diversified retirement portfolio.

Potential Considerations

While the Fidelity International Index Fund has many benefits, investors should also be aware of factors such
as:

- The fund does not usually include emerging markets, which can offer higher growth but come with more risk.
- Market downturns in international regions can affect short-term performance.
- Currency risk, as mentioned earlier, can both positively and negatively influence returns.

Exploring your personal financial situation and goals can help determine if this fund fits your investment
strategy.

Investing in the Fidelity International Index Fund can be a straightforward and effective way to gain
international equity exposure with the security of a well-established fund manager. By understanding how the
fund works and where it fits in your portfolio, you can make informed decisions that help you build a diversified
and resilient investment portfolio over time.



Frequently Asked Questions

What is the Fidelity International Index Fund?

The Fidelity International Index Fund is a mutual fund that aims to track the performance of a broad
international equity index, providing investors with diversified exposure to global markets outside the United
States.

How does the Fidelity International Index Fund differ from other
international funds?

The Fidelity International Index Fund specifically tracks a benchmark index of international stocks, often aiming
to replicate its performance with low tracking error, whereas other international funds may be actively
managed and seek to outperform the market.

What regions does the Fidelity International Index Fund typically invest in?

The fund generally invests in developed markets outside the U.S., including Europe, Japan, Australia, and other
developed countries, though exact regional allocations depend on the underlying index it tracks.

What are the benefits of investing in the Fidelity International Index Fund?

Benefits include broad international diversification, low-cost exposure to developed markets, reduced single-
country risk, and the potential for long-term growth by capturing global economic opportunities.

What is the expense ratio of the Fidelity International Index Fund?

The expense ratio varies by share class and share type, but Fidelity International Index Funds typically have
low expense ratios, often around 0.1% to 0.3%, making them cost-effective for investors.

Is the Fidelity International Index Fund suitable for long-term investors?

Yes, it is suitable for long-term investors seeking international diversification and growth, as it provides
broad exposure to developed international equity markets with a passive investment approach.

How can I invest in the Fidelity International Index Fund?

You can invest through Fidelity's platform directly, via a brokerage account, or through financial advisors
who offer Fidelity funds as part of their investment products.

Does the Fidelity International Index Fund pay dividends?

Yes, the fund typically pays dividends received from the underlying stocks in the index, which are distributed to
investors periodically, often quarterly or semi-annually.

What risks are associated with the Fidelity International Index Fund?

Risks include market risk, currency risk, geopolitical risk, and sector concentration risk, as well as the general
risks associated with investing in international equities.



How has the Fidelity International Index Fund performed historically?

Historically, the fund's performance closely tracks its benchmark index for international equities, delivering
returns consistent with global developed markets outside the U.S., though past performance does not
guarantee future results.

Additional Resources
Fidelity International Index Fund: A Detailed Review and Analysis

fidelity international index fund stands as a notable option for investors seeking broad exposure to global
markets outside the United States. As globalization continues to influence investment strategies,
international index funds have become integral for diversification and risk management. Fidelity’s offering in this
category promises competitive fees, extensive market coverage, and a passive investment approach aligned with
the performance of international equity benchmarks.

Understanding the Fidelity International Index Fund

The Fidelity International Index Fund is designed to track a specific international equity index, often targeting
developed markets outside the U.S., such as Europe, Japan, and other key global economies. By replicating the
composition of an established index, the fund aims to deliver returns that closely mirror the overall market
performance rather than attempting to outperform it through active management.

This fund provides investors with a cost-effective way to gain exposure to a diversified basket of
international equities. The underlying index typically consists of large- and mid-cap companies, offering broad
market representation. Fidelity’s reputation as a global asset manager adds a layer of confidence for investors
considering this fund as part of their portfolio.

Key Features and Investment Strategy

Unlike actively managed international equity funds, the Fidelity International Index Fund follows a passive
investment strategy. It aims to replicate the weightings and holdings of its benchmark index as closely as
possible. This approach generally leads to lower expense ratios compared to actively managed funds, which
can significantly impact long-term returns.

Important features include:

Broad Market Exposure: The fund typically covers multiple sectors and countries, reducing single-
market risk.

Low Expense Ratio: Passive management allows Fidelity to offer competitive fees.

Dividend Reinvestment: Investors often have the option to reinvest dividends, compounding returns over
time.

Currency Exposure: Since the fund invests internationally, fluctuations in currency exchange rates can
affect returns.



Performance Metrics and Benchmark Comparison

When evaluating the Fidelity International Index Fund, it is critical to assess its performance relative to its
benchmark index and peer funds. Over recent years, international markets have experienced varied growth rates,
influenced by geopolitical events, economic cycles, and currency shifts.

Historically, the fund’s performance closely aligns with its chosen index, reflecting its passive strategy.
However, it tends to underperform actively managed international equity funds during periods when skilled fund
managers capitalize on market inefficiencies. Conversely, during volatile markets, the lower fees and broad
diversification of the Fidelity International Index Fund can offer a more stable investment profile.

Comparing expense ratios, Fidelity’s international index fund often features fees below the average for
international equity funds, sometimes as low as 0.06% annually. This cost advantage can compound
meaningfully over time, especially when compared to actively managed counterparts charging upwards of
0.80%.

Advantages and Potential Drawbacks

Investing in a Fidelity International Index Fund offers several advantages, but it is not without limitations. A
balanced perspective is essential for investors considering this vehicle.

Advantages

Diversification: Access to a wide range of international markets reduces dependence on any single
economy or sector.

Cost Efficiency: Lower expense ratios compared to actively managed funds enhance net returns.

Transparency: The fund’s holdings mirror a publicly known index, providing clarity for investors.

Passive Management: Minimizes the risk of manager underperformance and reduces turnover costs.

Potential Drawbacks

Currency Risk: Exposure to foreign currencies can introduce volatility unrelated to the underlying
equities.

Lack of Flexibility: The passive nature means the fund cannot adjust holdings in response to market
opportunities or risks.

Market-Specific Risks: Certain international regions may carry geopolitical or economic risks that
impact performance.



Comparing Fidelity International Index Fund with Other Options

In the landscape of international index funds, Fidelity’s offering competes with products from Vanguard,
iShares, and Schwab, among others. Each fund varies slightly in index tracking, expense ratios, and sector or
country weightings.

For instance, Vanguard’s FTSE Developed Markets ETF (VEA) also targets developed international markets
with a similarly low expense ratio. Investors might compare the Fidelity fund’s tracking error, dividend yields,
and historical volatility against these alternatives to inform their choice.

Additionally, some funds include emerging markets exposure, while others, like Fidelity’s fund, may limit holdings
to developed markets. This distinction impacts risk and return profiles significantly and should align with the
investor’s strategy.

Who Should Consider the Fidelity International Index Fund?

The Fidelity International Index Fund is particularly suited for:

Investors seeking passive international equity exposure to complement a U.S.-focused portfolio.

Those prioritizing cost efficiency and transparency over active management potential.

Long-term investors aiming to diversify globally to manage risk and capture growth outside domestic
markets.

Conversely, investors looking for targeted country bets or active management advantages may find other
funds more aligned with their objectives.

Final Thoughts on Fidelity International Index Fund

As international markets grow increasingly relevant in global portfolios, funds like the Fidelity International
Index Fund offer a pragmatic solution for broad, cost-effective exposure. The fund’s alignment with a major
international index, combined with Fidelity’s operational expertise, provides a compelling choice for investors
valuing diversification and low fees.

While no investment is without risk—particularly concerning currency fluctuations and geopolitical
events—the fund’s passive approach ensures predictable alignment with global equity market trends outside
the U.S. For investors seeking to balance their portfolio with international holdings without incurring high
management fees, this fund remains a noteworthy candidate in the international index fund category.
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