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Performance:
The expected rise in longer maturity U.S. Treasury yields created a bear market for interest
rates and led to challenging conditions across fixed income. Credit spreads inched modestly
lower and remain rich by historical measures.
Looking ahead:
There are many positive signs across the global economy, but bond prices already reflect a
smooth transition back to normal. We’ll be watching for higher, and more persistent, realized
inflation—a key risk factor.
Approach:
We remain cautious and patient. Near-term opportunities exist in higher-quality financials and
some select mid-quality cyclical issuers. Inflation should surge this spring and early summer
as people get back to work and play following the pandemic. However, we don’t expect this
temporary surge to turn into runaway inflation over the medium term.
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A time for patience
Three months ago, we said that it would be all uphill from here the fixed income market. As if on cue, the long end of yield
curves across developed markets steepened significantly this past quarter, creating a bear market for interest rates. In the
U.S., the yield on the 10-year Treasury note increased more than 80 basis points over the quarter and more than 100 basis
points since the first quarter of last year.
The result was a broadly negative quarter for bonds, and we expect the volatility to continue. Credit spreads remain
historically tight, and inflation concerns are high. Yields may still rise and curves may get steeper, but we don’t foresee a 10year Treasury yield much above 2% in the near term, given current conditions.
We are focused on relative value and security selection as a means to generate outperformance. Valuations remain rich
across sectors. Markets are notoriously hard to predict, but there can be times to act decisively and times to be patient, and
it appears clear to us that this is a time for patience.

The role of fixed income
Nonetheless, we disagree with those who suggest abandoning fixed income, especially in exchange for more exotic—
and usually more expensive—alternatives. The path forward looks difficult, but we believe fixed income still provides
diversification against equity risk in client portfolios. We are confident that low-cost, sophisticated active fixed income can
uncover opportunities in this market environment through security selection and thoughtful portfolio construction. If the
roaring stock market stumbles, we expect that fixed income—as it did in 2020—will prove itself again.

Taxable fixed income sector returns (First quarter, 2021)
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Past performance is no guarantee of future returns. The performance of an index is not an exact representation of any particular investment, as you
cannot invest directly in an index.
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Section 01 | Rates and inflation

Rates and inflation

Near- and long-term inflation expectations

The U.S. Treasury sell-off was first driven by a rebound in
inflation expectations and then by an increase in real rates,
as markets priced in higher expected economic growth.
The surge brought back memories of 2013’s “taper
tantrum.” Positive COVID-19 news on most fronts since
early January helped economic data improve, with a steady
labor market recovery and continued strength in housing
and manufacturing.

Both forward-looking inflation expectations and realized
inflation have also increased. The FOMC’s Summary of
Economic Projections released in mid-March revised its core
inflation forecast upward to just above 2% for each year
through 2023. We expect the Fed to remain accommodative.
Consequently, we remain constructive on front-end
breakeven inflation exposure, which best captures any
further increase in near-term expectations.

Market pricing has pulled forward expectations for future
rate hikes, which are running well ahead of the Federal
Reserve’s forward guidance. Near the end of the quarter,
the market saw the next rate hike in the fourth quarter of
2022 and as many as three hikes in 2023. By comparison,
the Federal Open Market Committee (FOMC) does not
anticipate raising rates before 2024.

Nonetheless, we believe long-term inflation remains
anchored by well-established structural trends, such
as demographics, income inequality, globalization, and
technology. These forces have been decades in the making
and are not easily reversed.

Government rates first quarter yield change by maturity (In basis points)
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Mortgage-backed securities

Reduced exposure

Rising interest rates and rate volatility created headwinds for
mortgage-backed securities (MBS) in the quarter, though
the sector marginally outperformed duration-equivalent
Treasuries. Lower-coupon securities underperformed
because the increase in mortgage rates lowered the
attractiveness of refinancing and created duration-extension
risk for investors.

Longer durations, higher interest rate volatility, and a steeper
Treasury curve keep us less constructive on MBS broadly,
and we have reduced our exposure. We believe the Fed is
unlikely to withdraw its support for MBS purchases because
they are a direct way for monetary policy stimulus to reach
households. The sector faces more risk, so we are focused
on security selection to drive performance, and we believe
actively managed MBS strategies can continue to produce
positive returns.

The Fed continues to purchase a net $40 billion of agency
MBS per month. Banks have also been a substantial buyer
this year, much more than in previous years. But valuations
are now in the fifth percentile for the last 10 years, so
the outlook for bank demand is less certain. With home
mortgage rates sitting about 50 basis points above their
recent lows, we expect a modest slowing of refinancing
activity and prepayments on MBS. Slower prepayments are
a positive for the sector.

Implications for Vanguard funds:
• We remain positioned for a modest move higher in
yields. But after such a large move in the first quarter,
we see rates more range-bound for now.
• We see value in front-end breakeven inflation
exposure as the fundamental backdrop remains
strong and inflation risks are skewed to the upside.
• The path ahead for MBS is challenging, but a
bottom-up focus on security selection can add
value in a more volatile market.
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Section 02 | Credit markets

Credit markets
Credit-sector spreads traded within a tight range during the quarter, doing little to help offset the negative impact of rising
interest rates. Apart from below-investment-grade corporates, which benefited from investors’ seeking refuge from rising
rates, most credit sectors posted negative returns.
We have limited our credit position and our outlook for credit returns because of the expensive valuations. We still see pockets
of value in cyclical sectors and mid-quality issuers, but we remain cautious on the lowest-credit-quality tiers. Price appreciation
in the months ahead should remain muted.

Credit spreads traded in a tight range over the quarter, after a dramatic compression last year
(in basis points, from March 31, 2020, through March 31, 2021)
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Investment-grade corporates

High-yield corporates

Because higher-quality credit typically comes with lower
coupons, it is the most sensitive sector to movements in
interest rates. The duration of the Bloomberg Barclays
U.S. Corporate Bond Index was greater than 8.5 years at
quarter-end, its longest ever, so it should be no surprise
that the sector’s aggregate return (–4.65%) was negative
for the quarter.

Investor demand for attractive yield overwhelmed a record
$140 billion in issuance in the quarter, surpassing the
previous high. Spreads over the period compressed 50 basis
points at the index level, driven by lower-quality bonds.

High-grade corporate spreads proved resilient, narrowing
slightly. Cyclicals fared the best, but the cushion from spread
returns was minimal against such a large move in rates.

Silver lining

A new mix of CCC issuers
CCC rated securities have outperformed their higher-quality
peers for several months, and the gap widened further over
the quarter because CCCs’ lower duration and higher credit
risk make the bonds less sensitive to a rise in Treasury rates.
Of the $200 billion of CCC bonds outstanding, only 35%
were in the CCC portion of the benchmark just one year ago.

It could have been a worse quarter for credit, considering
that starting valuations were in the first percentile for the 10
years ended December 31, 2020, and a glut of new issuance
arrived to start 2021. Still, investor flows into the sector
soaked up supply. Improving corporate fundamentals and
strong policy support for risk assets also helped.

Most of these new CCC rated companies are using their
cash reserves due to the pandemic, but are otherwise
decent businesses with stronger long-term prospects than
typical CCC issuers.

Our positions still favor larger-cap BBB rated issuers that have
better-than-average valuations and less room to increase
leverage. We see near-term opportunities in financials and
cyclical issuers with improving fundamentals.

Nonetheless, we are cautious on high yield. The extra
compensation for going down in quality in high yield is
unattractive, though the recent underperformance of BBs
presents some new opportunities. We are being careful and
are focused on relative value opportunities across the creditquality spectrum.
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Cautious on high yield

Section 02 | Credit markets

Emerging markets

Households and CMBS are resilient

Rising long-end rates took a similar toll as both hard- and
local-currency emerging markets (EM) securities produced
negative returns over the quarter. Spreads on dollardenominated securities were flat, hiding the dispersion in
performance seen at the country level. Both EM rates and
currencies markets performed poorly in response to higher
U.S. Treasury yields.

With much of the structured products market linked to
the U.S. consumer, we are paying close attention to the
underlying fundamentals of borrowers. A concern is the
unemployment rate in the U.S., which remains a key
measure for the Fed to evaluate the strength of the recovery.
It is roughly double where it was this time last year.
However, consumer financial health appears to be positive.
The financial obligations ratio, a broad measure of household
liabilities, is near its all-time low. The personal savings rate
has increased, and consumers had $1.7 trillion more in
savings at the end of 2020 than they did at the same time a
year prior.

EM central banks pivoted toward tighter monetary policy,
with both Brazil’s and Russia’s central banks raising interest
rates as a response to high inflation. Local rates exposure
could offer better value later as other central banks follow
suit. That value will be realized only if real rates are positive,
if rates are attractive relative to developed markets, and if
local inflation comes under control.

Careful on risk
We’ve reduced our overall EM risk across strategies, but we
remain optimistic about its value add over the long-term and
its near-term prospects when compared with other credit
sectors. Investor demand for yield is likely to support the
asset class. We prefer credits that have already repriced on
the back of recent issuance, and we are mindful of names
that still have large issuance needs this year.

Structured products
The shorter duration characteristics of the asset-backed
securities (ABS) sector provided insulation against rising
rates and produced flat returns for the first quarter.
Commercial mortgage-backed securities (CMBS) felt more
pressure and generated larger negative returns because of
their longer duration characteristics.
A lower amount of new-issue supply and light inventory on
dealer balance sheets continue to be the main story line
for both ABS and CMBS. Strong investor demand on top of
that has created a supportive technical environment and has
kept new-issue deals oversubscribed multiple times. Creditspread levels are pinned near historically low levels.
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Helping support CMBS is the substantial price appreciation
that much of the commercial property market has enjoyed.
For the 10 years ended December 31, 2020, the RCA
US National All-Property Index increased 122%. While
the COVID-19 pandemic did have a substantial negative
impact on short-term cash flows for many property types,
the widespread increase in property values should help
borrowers as they refinance.

Implications for Vanguard funds:
• In investment-grade corporates, spreads are likely
to remain range-bound in the near term. We see
the best opportunities across corporate bonds in
cyclically exposed BBB and BB issuers with strong
fundamentals, but we expect security selection
to drive performance.
• EM bonds may face challenges over the short-term,
but idiosyncratic opportunities are present across
the quality spectrum and the long-term attributes
of the asset class remain compelling.
• It’s time to be restrained in credit. Spreads are
compressed and the lowest-quality segments
are most exposed to a shift in risk sentiment
and/or a setback in the economic recovery.

5

Section 03 | Municipal bonds

Municipal yields

Municipal credit

The double-edged sword of stimulus

Credit fundamentals should continue to improve throughout
2021, bolstered by the vaccine-driven economic reopening
and augmented significantly by stimulus funds. Budget
gaps have turned into surpluses, colleges are striving for
a more normal fall semester, and travel activity is picking
up. Certain issuers may still face downgrades as a result
of the pandemic’s weakening of their financial metrics, but
we’ve seen rating agencies change their sector outlooks
from negative to stable. Internally, our analyst team rates
every issuer we own, and we see broad-based credit
strengthening ahead.

Federal lawmakers forged a double-edged sword for
municipal bonds during the first quarter through two
stimulus packages. The American Rescue Plan Act, as
well as the December 2020 COVID-19 relief bill, provide
tremendous financial support to the municipal market and
significantly buttress municipal creditworthiness. But the
aid will also help spur an economic recovery, which can
potentially create upward pressure on muni yields. The
forthcoming deliberations on infrastructure and tax-policy
changes, and expected investor fixation on inflation, should
further sharpen interest rate volatility in 2021.
Despite the move higher in muni rates in the first quarter,
investor demand remained strong while supply came in
softer than expectations, bestowing municipal bonds with
a positive technical backdrop. Muni ratios sit at richer-thanaverage levels, and we believe this aligns with improved
credit fundamentals and advantageous supply and demand
dynamics that may only intensify if policy changes are
passed later this year.
We continue to be mindful of overall interest rate risk in
this environment. Since the New Year, we have modestly
shortened durations across our funds while staying true to
each fund’s respective mandate. This leaves us with ample
dry powder to capitalize on opportunities if an outflow cycle
ensues. We expect an improving economy to guide interest
rates and inflation higher and to steepen the municipal yield
curve. But higher rates should garner even stronger demand
for munis, likely keeping material rate increases in check.
We encourage municipal investors to ignore the noise of
interest rate volatility and stay disciplined to their investment
horizons.
Muni/Treasury ratio
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With this sanguine credit backdrop, we continue to view
overall credit risk as attractive. Even though spreads, on
average, are near their pre-COVID levels, there is still
considerable spread dispersion around that average, which
provides room for our selectivity to add value. We will
continue to add to opportunities that our analysts and traders
find relatively attractive, particularly in sectors tied to higher
education and travel.

Spotlight on the American Jobs Plan
The White House’s proposed American Jobs Plan is
an extensive and ambitious package that will draw
innumerable headlines in the coming months. While
much negotiation and potential for alteration remain
across the multifaceted measure, as well as the
promised American Families Plan, we are focusing
our attention on certain items that have the potential
to affect the municipal bond market:
Infrastructure: How, and if,
transportation investments will affect
tax-exempt issuance.
Tax: How possible changes to tax
policy for corporations and households
may affect muni demand. Additionally,
how the potential reinstatement of
tax-exempt advanced refundings could
affect muni supply.
Climate: How projects could reduce the
long-term environmental risks of climate
disasters to municipal issuers.

Section 04 | Vanguard active bond funds

Vanguard active bond funds or ETF
Admiral™ Shares
or ETF ticker symbol

Active fixed income
leadership team
Expense ratio1

Chris Alwine, CFA
Global Head of Credit
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T REASURY/AGENCY
GNMA2

VFIJX
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Joe Davis, Ph.D.
Global Chief Economist
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INVESTMENT-GRADE CO RPO RATE
Core Bond
Intermediate-Term Investment-Grade
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VFIDX

2

Long-Term Investment-Grade

VWETX

0.12

Short-Term Investment-Grade

VFSUX

0.10

Ultra-Short-Term Bond

VUSFX

0.10

VUSB

0.10

Ultra-Short Bond ETF

Sara Devereux
Global Head of Rates
29 years’ experience

0.10%

VCOBX

John Hollyer, CFA
Global Head of
Fixed Income Group
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High-Yield Corporate2
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VWEAX

Paul Malloy, CFA
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Municipals
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Vanguard active municipal bond funds
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Global Head of Risk
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New Jersey Long-Term Tax-Exempt

VNJUX

0.09
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Active fixed income at Vanguard
Municipal bond

Taxable bond

$273B

14 FUNDS*
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$216B
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5 NATIONAL FUNDS / 7 STATE-SPECIFIC FUNDS

25+ 35+ 60+ 130+
PORTFOLIO
MANAGERS

TRADERS

CREDIT RESEARCH
ANALYSTS

DEDICATED
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1A
 s reported in each fund’s prospectus. A fund’s current expense ratio may be higher or lower than the figure shown.
2 Investment advisor: Wellington Management Company LLP.
3 Investor Shares available only. There is no minimum investment required for advised clients.
* Includes funds advised by Wellington Management Company LLP.
Note: Data as of March 31, 2021.
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For more information about active fixed income, speak with
your financial advisor.
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Important Information
VIGM, S.A. de C.V. Asesor en Inversiones Independiente (“Vanguard Mexico”)
registration number: 30119-001-(14831)-19/09/2018. The registration of
Vanguard Mexico before the Comisión Nacional Bancaria y de Valores (“CNBV”)
as an Asesor en Inversiones Independiente is not a certification of Vanguard
Mexico’s compliance with regulation applicable to Advisory Investment
Services (Servicios de Inversión Asesorados) nor a certification on the accuracy
of the information provided herein. The supervision scope of the CNBV is
limited to Advisory Investment Services only and not to all services provided by
Vanguard Mexico.
This material is solely for informational purposes and does not constitute an
offer or solicitation to sell or a solicitation of an offer to buy any security, nor
shall any such securities be offered or sold to any person, in any jurisdiction in
which an offer, solicitation, purchase or sale would be unlawful under the
securities law of that jurisdiction. Reliance upon information in this material is
at the sole discretion of the reader.
Securities information provided in this document must be reviewed together
with the offering information of each of the securities which may be found on
Vanguard’s website: https://www.vanguardmexico.com/web/cf/
mexicoinstitutional/en/home or www.vanguard.com
Vanguard Mexico may recommend products of The Vanguard Group Inc. and its
affiliates and such affiliates and their clients may maintain positions in the
securities recommended by Vanguard Mexico.
ETF Shares can be bought and sold only through a broker and cannot be
redeemed with the issuing fund other than in very large aggregations. Investing
in ETFs entails stockbroker commission and a bid-offer spread which should be
considered fully before investing. The market price of ETF Shares may be more
or less than net asset value.
All investments are subject to risk, including the possible loss of the money you
invest. Investments in bond funds are subject to interest rate, credit, and
inflation risk. Governmental backing of securities apply only to the underlying
securities and does not prevent share-price fluctuations. High-yield bonds
generally have medium- and lower-range credit quality ratings and are
therefore subject to a higher level of credit risk than bonds with higher credit
quality ratings.
There is no guarantee that any forecasts made will come to pass. Past
performance is no guarantee of future results.
Prices of mid- and small-cap stocks often fluctuate more than those of largecompany stocks. Funds that concentrate on a relatively narrow market sector
face the risk of higher share-price volatility. Stocks of companies are subject to
national and regional political and economic risks and to the risk of currency
fluctuations, these risks are especially high in emerging markets. Changes in
exchange rates may have an adverse effect on the value, price or income of a
fund.
The information contained in this material derived from third-party sources is
deemed reliable, however Vanguard Mexico and The Vanguard Group Inc. are
not responsible and do not guarantee the completeness or accuracy of such
information.
This document should not be considered as an investment recommendation, a
recommendation can only be provided by Vanguard Mexico upon completion of
the relevant profiling and legal processes.
This document is for educational purposes only and does not take into
consideration your background and specific circumstances nor any other
investment profiling circumstances that could be material for taking an
investment decision. We recommend to obtain professional investment advice
based on your individual circumstances before taking an investment decision.
These materials are intended for institutional and sophisticated investors use
only and not for public distribution.
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Materials are provided only for their exclusive use and shall not be distributed
to any other individual or entity. Broker-dealers, advisers, and other
intermediaries must determine whether their clients are eligible for investment
in the products discussed herein.
The information contained herein does not constitute an offer or solicitation and
may not be treated as such in any jurisdiction where such an offer or
solicitation is against the law, or to anyone for whom it is unlawful to make
such an offer or solicitation, or if the person making the offer or solicitation is
not qualified to do so.
THESE MATERIALS ARE PROVIDED AT THE REQUEST OF AND FOR THE
EXCLUSIVE USE OF RECIPIENT AND CONTAIN HIGHLY CONFIDENTIAL
INFORMATION, WHICH SHALL NOT BE REPRODUCED OR TRANSMITTED TO
ANY THIRD PARTIES WITHOUT VANGUARD’S PRIOR WRITTEN CONSENT. THE
CONTENTS OF THESE MATERIALS SHALL NOT BE UNDERSTOOD AS AN OFFER
OR SOLICITATION TO BUY OR SELL SECURITIES IN BRAZIL AND VANGUARD IS
NOT MAKING ANY REPRESENTATION WITH RESPECT TO THE ELIGIBILITY OF
ANY RECIPIENT OF THESE MATERIALS TO ACQUIRE THE INTERESTS IN THE
SECURITIES DESCRIBED HEREIN UNDER THE LAWS OF BRAZIL. SUCH
SECURITIES HAVE NOT BEEN REGISTERED IN BRAZIL AND NONE OF THE
INTERESTS IN SUCH SECURITIES MAY BE OFFERED, SOLD, OR DELIVERED,
DIRECTLY OR INDIRECTLY, IN BRAZIL OR TO ANY RESIDENT OF BRAZIL
EXCEPT PURSUANT TO THE APPLICABLE LAWS AND REGULATIONS OF
BRAZIL.
This document does not constitute, and is not intended to constitute, a public
offer in the Republic of Colombia, or an unlawful promotion of financial/capital
market products. The offer of the financial products described herein is
addressed to fewer than one hundred specifically identified investors. The
financial products described herein may not be promoted or marketed in
Colombia or to Colombian residents, unless such promotion and marketing is
made in compliance with Decree 2555/2010 and other applicable rules and
regulations related to the promotion of foreign financial/capital market products
in Colombia.
The Product is not and will not be registered before the Colombian National
Registry of Securities and Issuers (Registro Nacional de Valores y Emisores RNVE) maintained by the Colombian Financial Superintendency, or before the
Colombian Stock Exchange. Accordingly, the distribution of any documentation
in regard to the financial products described here in will not constitute a public
offering of securities in Colombia.
The financial products described herein may not be offered, sold or negotiated
in Colombia, except under circumstances which do not constitute a public
offering of securities under applicable Colombian securities laws and
regulations; provided that, any authorized person of a firm authorized to offer
foreign securities in Colombia must abide by the terms of Decree 2555/2010 to
offer the such products privately to its Colombian clients.
The distribution of this material and the offering of shares may be restricted in
certain jurisdictions. The information contained in this material is for general
guidance only, and it is the responsibility of any person or persons in
possession of this material and wishing to make application for shares to inform
themselves of, and to observe, all applicable laws and regulations of any
relevant jurisdiction. Prospective applicants for shares should inform
themselves of any applicable legal requirements, exchange control regulations
and applicable taxes in the countries of their respective citizenship, residence or
domicile.
This offer conforms to General Rule No. 336 of the Chilean Financial Market
Commission (Comisión para el Mercado Financiero). The offer deals with
securities not registered under Securities Market Law, nor in the Securities
Registry nor in the Foreign Securities Registry of the Chilean Financial Market
Commission, and therefore such securities are not subject to its oversight. Since
such securities are not registered in Chile, the issuer is not obligated to provide
public information in Chile regarding the securities. The securities shall not be
subject to public offering unless they are duly registered in the corresponding
Securities Registry in Chile. The issuer of the securities is not registered in the
Registries maintained by the Chilean Financial Market Commission, therefore it
is not subject to the supervision of the Chilean Financial Market Commission or
the obligations of continuous information.

Esta oferta se acoge a la norma de carácter general n° 336 de la Comisión para
el Mercado Financiero. La oferta versa sobre valores no inscritos bajo la Ley de
Mercado de Valores en el Registro de Valores o en el Registro de Valores
extranjeros que lleva la Comisión para el Mercado Financiero, por lo que tales
valores no están sujetos a la fiscalización de ésta. Por tratarse de valores no
inscritos, no existe la obligación por parte del emisor de entregar en Chile
información pública respecto de esos valores. Los valores no podrán ser objeto
de oferta pública mientras no sean inscritos en el Registro de Valores
correspondiente. El emisor de los valores no se encuentra inscrito en los
Registros que mantiene la Comisión para el Mercado Financiero, por lo que no
se encuentra sometido a la fiscalización de la Comisión para el Mercado
financiero ni a las obligaciones de información continua.

This document is not intended to be distributed to individuals that are members of
the public in the BVI or otherwise to individuals in the BVI. The funds are only
available to, and any invitation or offer to subscribe, purchase, or otherwise
acquire such funds will be made only to, persons outside the BVI, with the
exception of persons resident in the BVI solely by virtue of being a company
incorporated in the BVI or persons who are not considered to be “members of the
public” under the Securities and Investment Business Act, 2010 (“SIBA”). Any
person who receives this document in the BVI (other than a person who is not
considered a member of the public in the BVI for purposes of SIBA, or a person
resident in the BVI solely by virtue of being a company incorporated in the BVI and
this document is received at its registered office in the BVI) should not act or rely
on this document or any of its contents.

The securities described herein have not been registered under the Peruvian
Securities Market Law (Decreto Supremo No 093-2002-EF) or before the
Superintendencia del Mercado de Valores (SMV). There will be no public
offering of the securities in Peru and the securities may only be offered or sold
to institutional investors (as defined in Appendix I of the Institutional Investors
Market Regulation) in Peru by means of a private placement. The securities
offered and sold in Peru may not be sold or transferred to any person other than
an institutional investor unless such securities have been registered with the
Registro Público del Mercado de Valores kept by the SMV. The SMV has not
reviewed the information provided to the investor. This material is for the
exclusive use of institutional investors in Peru and is not for public distribution.

The sale of the product described herein qualifies as a private placement pursuant
to section 2 of Uruguayan law 18.627. Vanguard represents and agrees that it has
not offered or sold, and will not offer or sell, any product to the public in Uruguay,
except in circumstances which do not constitute a public offering or distribution
under Uruguayan laws and regulations. This product is not and will not be
registered with the Central Bank of Uruguay to be publicly offered in Uruguay. The
product or products described herein are not investment funds regulated by
Uruguayan law 16,774 dated 27 September 1996, as amended from time to time.

The financial products describe herein may be offered or sold in Bermuda only
in compliance with the provisions of the Investment Business Act 2003 of
Bermuda. Additionally, non-Bermudian persons may not carry on or engage in
any trade or business in Bermuda unless such persons are authorized to do so
under applicable Bermuda legislation. Engaging in the activity of offering or
marketing the Products in Bermuda to persons in Bermuda may be deemed to
be carrying on business in Bermuda.

This document does not constitute an offer or solicitation to invest in the
securities mentioned herein. It is directed at professional / sophisticated investors
in the United States for their use and information. The Fund is only available for
investment by non-U.S. investors, and this document should not be given to a
retail investor in the United States. Any entity responsible for forwarding this
material, which is produced by VIGM, S.A. de C.V., Asesor de Inversiones
Independiente in Mexico, to other parties takes responsibility for ensuring
compliance with applicable securities laws in connection with its distribution.

Vanguard is not intending, and is not licensed or registered, to conduct
business in, from or within the Cayman Islands, and the interests in the
financial products described herein shall not be offered to members of the
public in the Cayman Islands.
The financial products describe herein have not been and will not be registered
with the Securities Commission of The Bahamas. The financial products
described herein are offered to persons who are non-resident or otherwise
deemed non-resident for Bahamian Exchange Control purposes. The financial
products described herein are not intended for persons (natural persons or legal
entities) for which an offer or purchase would contravene the laws of their state
(on account of nationality or domicile/registered office of the person concerned
or for other reasons). Further, the offer constitutes an exempt distribution for
the purposes of the Securities Industry Act, 2011 and the Securities Industry
Regulations, 2012 of the Commonwealth of The Bahamas.
This document is not, and is not intended as, a public offer or advertisement of,
or solicitation in respect of, securities, investments, or other investment
business in the British Virgin Islands (“BVI”), and is not an offer to sell, or a
solicitation or invitation to make offers to purchase or subscribe for, any
securities, other investments, or services constituting investment business in
BVI. Neither the securities mentioned in this document nor any prospectus or
other document relating to them have been or are intended to be registered or
filed with the Financial Services Commission of BVI or any department thereof.
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