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■

When trading exchange-traded funds (ETFs), there are multiple execution options available
to investors.

■

In this paper, we provide an overview of the ETF ecosystem as well as the key players
within it. We also set out a decision framework to help investors choose the most costeffective way to execute their ETF trades.

■

In all cases, the Vanguard ETF Capital Markets team is available to provide investors with
ETF trading guidance and consultative services in order to assist them in receiving the
best execution on their ETF trades.
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Introduction
As ETFs continue to gain popularity globally, a wider range
of investors are choosing to adopt them as part of their
investment strategies. On the Vanguard ETF Capital
Markets team, we receive many questions about ETF
trading, most commonly related to trading costs and best
practices during execution.
ETFs combine the features of traditional open-ended
mutual funds with those of closed-ended funds.
They are open-ended in the sense that—like mutual
funds—they do not have a fixed number of shares
outstanding and they are priced based on a diversified
basket of securities. However, as their name suggests—
and similar to a closed-ended fund or a stock—they trade
on-exchange throughout the course of the trading day.
Because they possess characteristics of both open- and
closed-ended fund structures, the total cost of ownership
for an ETF is composed of both direct and indirect costs,
the latter of which are incurred during execution.
Figure 1. Total cost of ownership for an ETF

ETF total cost of ownership

The spread can be thought of as the compensation a
market maker needs to cover their costs, and is paid on
each round-trip purchase and sale. The wider the spread
and the more frequently an investor trades, the greater
this indirect cost becomes.
The second potential indirect cost to consider comes from
changes in discounts and premiums to net asset value
(NAV) during the period an ETF is held. The NAV valuation
only takes place once per day and is based on the closing
prices of the securities in the underlying portfolio after
fees and expenses. The market price, on the other hand,
changes throughout the trading day and includes the
valuation price and cost of trading. An ETF is said to be
trading at a premium when its market price is higher than
its NAV and an ETF is said to be trading at a discount
when its market price is lower than its NAV.
Unlike the bid-ask spread, the impact of premiums and
discounts is uncertain. Premiums and discounts can either
boost investor returns (e.g. if buying at a discount and
selling at a premium), hurt the returns (e.g. if buying at a
premium and selling at a discount), or have no effect on
returns (e.g. if premium or discount remains unchanged).
In this paper, we discuss how investors should carefully
consider their options to help minimise these costs and
achieve their intended objectives. We highlight the key
components of ETF trading, including:
• The main players involved in trading ETFs

Direct costs
Trading commissions
Management fees

Indirect costs
Bid-ask spreads
Discounts/premiums to NAV

Source: Vanguard

• The venues where ETFs are traded
• The various order types that can be used
• Recommendations for the best way to approach the
market
• General trading best practices

At Vanguard, we believe that controlling cost supports
successful long-term investment outcomes.
Commissions and expense ratios are relatively
straightforward to understand, but ETF investors often
overlook indirect costs such as the bid-ask spread and the
premium/discount to NAV.
The “bid” is the highest price that buyers are willing to
pay for shares of an ETF at a given time. The “ask” (or
“offer”) is the lowest price at which sellers are willing to
sell those same shares. The difference between these
two prices is commonly known as the bid-ask spread.
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Overview of the ETF ecosystem
The provision of ETF liquidity typically involves the
participation of multiple firms together with the ETF issuer
(firms such as Vanguard), who interact to ensure the
primary and secondary ETF markets operate in an orderly
way. The number and type of firms involved depends on
how the trade is executed.

The key players

Authorised participants (APs) – These are firms that
have contracts with ETF issuers allowing them to create
and redeem ETF shares in the primary market.
ETF market makers – These are trading firms that post bid
and offer (also known as ask) quotes on exchange for ETF
shares throughout the day. These quotes are what
determine the ETF’s spread. Market makers have no
obligation to continually post bids and offers and are free to
step in and out of the market.
Lead/designated market makers – In certain regions,
some market makers are also chosen by the issuer to be
the lead market maker for an ETF. Depending on the
region, these firms may be obligated by the exchange or
the issuer to maintain quotes on the ETF for the majority of
the trading day, adhering to requirements such as
minimum quote size and maximum spread.
Once an ETF trade is placed, these firms have several
different options as to where they execute the trade.
These options are listed below.

The different layers of ETF liquidity
Since ETFs are open-ended funds where shares are
created or redeemed based on an underlying basket
of securities, they have multiple layers of liquidity.
The first layer, known as the “lit” liquidity, is posted
on the exchange and is visible to investors when
viewing the bid and ask prices. The second layer,
which is not displayed on the exchange order book,
is the “hidden” liquidity. This liquidity is ready to be
deployed on-exchange, over the counter or on other
multilateral trading facilities (described below) when
demand for the liquidity goes beyond what is
displayed on the order book. The third layer is the
liquidity of the underlying basket of securities. This
is illustrated in Figure 2.

Figure 2. Visualising the different layers of ETF
liquidity
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Exchange – All ETFs are required to be listed on an
exchange. There are currently over 50 primary listing
exchanges for ETFs globally1. On-exchange bid-ask quotes
are reflective of the liquidity that market makers post in the
on-exchange order book, which is visible to all market
participants. Approximately 60%2. of ETF trading volume
globally occurs on-exchange, with the rest occurring offexchange, or “over-the-counter” (OTC). However, owing to
regional nuances, the percentage occurring on-exchange
can vary quite significantly around the globe.
Over-the-counter (OTC)3 – OTC trading refers to firms
buying and selling ETF shares by negotiating directly with
one another. These trades are conducted off-exchange
and generally use platforms such as multilateral trading
facilities or alternative trading systems for the firms to
connect to one another. This is where the “hidden”
liquidity of ETFs is found.
• Multilateral trading facilities (MTFs) – These venues
are primarily used for matching large buy and sell
orders. They are not regulated in the same way as
exchanges, but account for much of the liquidity found
in ETFs and their underlying assets. Request-for-quote
(RFQ) platforms fall into this category.
In order to access these venues, investors have at least
one, if not a combination of, the following options.
• Fund platforms: Some fund platforms allow for ETF
execution in a straight-through processing capacity. The
platforms may offer different order types and access to
multiple ETF liquidity providers.

1 Bloomberg data, as at 30 June 2020, based on the primary share class of all ETFs globally.
2 ETF trading volume on-exchange varies greatly by region. The US is the largest ETF market, where 60% of ETF volume occurs on-exchange; however, this contrasts with Europe, where it
is approximately 40%, and Canada, where 100% of ETF volume occurs on-exchange. Source: Bloomberg data as at 31 December 2020.
3 Vanguard Research, ‘Choosing between ETFs and mutual funds: Strategy, then structure’; Joel M. Dickson, Ph.D., David T. Kwon, CFA, James J. Rowley Jr., CFA, October 2015.
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• Direct broker access: Investors may also access ETF
liquidity bilaterally by engaging directly with their broker.
• Custodian execution service: These offer investors
efficiency in handling their investments by negotiating a
bundled service agreement for managing settlements,
custody of assets and execution needs. Usually, a
custodian execution desk has access to a variety of
liquidity providers as well.
• Direct Access to MTF venues: More sophisticated
investors looking to execute larger trade sizes may
have direct access to multilateral trading venues and
RFQ platforms. Investors need to have trading lines
established with the executing broker(s) in order to
enable them to respond to requests and execute ETF
orders.

Overview of common order types
As discussed earlier, an ETF’s total cost of ownership is a
function of direct and indirect costs.
As direct costs—such as expense ratios—continue to
compress globally, one of the most effective ways to
reduce total cost of ownership is by limiting indirect costs.
Whether an investor is purchasing 100 shares of a
domestic equity ETF or selling $500 million of an
international fixed income ETF, choosing the appropriate
order type for that ETF exposure can greatly influence
transaction costs.
While there are some general best practices that can be
applied to ETF trading, each trade may require a
customised strategy depending on both external factors
and investor preferences.
Just as a carpenter has unique tools in their toolbox for
specific jobs, an investor has different order types at their
disposal for different transactions. Trades can essentially
be classified into two main categories: low-touch and
high-touch orders.
Low-touch orders involve little (or no) human interaction.
These orders are typically used for trades that are small
relative to the ETF’s average daily volume (ADV). ADV
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refers to the volume of an ETF that is traded on-exchange
on a given day. While market orders are popular among
individual investors who want to purchase or sell without
delay, limit orders offer greater price control and can help
investors protect themselves from unexpected market
volatility. The most common low-touch order types take
place intraday on-exchange and can be placed using
market or limit order instructions.

Low-touch orders
• Market order - An order to buy or sell a security
immediately at the best available current price. The
priorities for this type of order are speed and execution,
not price. These are popular among individual investors
who want to buy or sell ETFs without delay. The
primary risk associated with this order type is that in
volatile markets, the price may move away from the
investor.
• Limit order - An order to buy or sell a security at no
more or less than a specified price, respectively. This
gives the investor some control over the price at which
the trade is executed and can protect against
unexpected market volatility, but may prevent the
order from being completed in full. With this type of
order, the investor must weigh the likelihood that their
trade will be fully completed versus achieving their
desired price.

More information on these order types can be found in
the Vanguard research paper Choosing between ETFs and
mutual funds: Strategy, then Structure3.
Alternatively, high-touch orders are typically used when
the trade size is large relative to an ETF’s on-exchange
ADV. These order types require more human interaction
and are often traded away from the main exchanges via
OTC or RFQ. These execution venues all provide the
investor with a choice between intraday or market-close
exposure.

High-touch orders
• NAV (net asset value) trade - An order type that
provides execution based on the closing NAV of the
ETF, providing the investor with end-of-day exposure.
The execution price will usually include a premium or
discount to Nav (quote in basis points) depending on
market conditions and the type of ETF being traded.
• Risk trade - This is an alternative to NAV trading based
on real-time price quotes throughout the day, which
provides the investor with intraday exposure. In a risk
trade, the market maker commits capital to facilitate
the client’s immediate trading needs, providing greater
cost transparency. Generally, trades occur at a slight
premium or discount to the quoted spread at the time
of the trade.

the market. Examples include volume-weighted average
price (VWAP), time-weighted average price (TWAP) and
percent of volume (POV).

Decision framework to assess the approach to
execution
Given the different order types available, investors have a
decision to make when it comes to the execution of their
trades. One of our key pillars of service as a Global ETF
Capital Markets team is to serve investors with an optimal
trading experience by helping them make the bestinformed decisions possible with regard to their execution
strategy. After completing the due diligence around
product selection and order type, the same level of
discipline should be applied to consciously identify and
evaluate execution needs. We encourage investors to
consider two key questions:

The primary objective of a high-touch order is to minimise
market impact on orders that could be large enough to
influence the price of the security in the secondary
market.

1) What is the trade execution strategy benchmark (i.e.
market close or intraday)?

Another trading strategy not mentioned above is
algorithmic trading (‘algos’). Algorithmic trading is based
on pre-programmed instructions to achieve specific
execution outcomes. Generally, trades are executed over
a period of time and intended to minimise price impact in

To draw a parallel, this is similar to the portfolio
construction decision of selecting between an ETF and a
mutual fund. Arguably, the most important decision is
based on what the most appropriate portfolioimplementation tool is, rather than the choice of
investment strategy3.

2) What execution options are available?

Figure 3. ETF execution decision framework
Execution benchmark
Market close

High-touch

Investor exposed to potential market risk
Typically quoted as +/- Xbps relative to the agreed
NAV date

Risk trade:
Immediate price valid at time quoted
Quote will typically be relative to the on-screen bid-offer

Be mindful that the NAV may be for a
future date

ETF
Achieving ETF closing on-exchange:
Low-touch

Execution route

Nav trade:

Intraday

Closing price formation depends on exchange
regulations (e.g is there a closing auction?)
The secondary market, where the ETF is listed,
may close before or after the primary market

	Limit orders: Placing limit order in the order
book either for the full notional value or
smaller-sized increments

Market orders: Placing a market order for full notional
value or smaller-sized increments

Algorithmic trades: Broker agrees to match the
benchmark selected by the client e.g. VWAP, TWAP
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In this scenario, the important question is whether there
is alignment between an investor’s execution benchmark
(e.g. market close) and the execution strategy (e.g. NAV).
To help answer this question, we have provided a basic
framework to allow ETF investors to assess against these
two components.
The table above highlights some of the most common
execution benchmarks we see investors targeting, while
providing corresponding execution routes that could be
employed to achieve them.
Applying the framework
The following scenarios illustrate how the framework
could be applied with regard to some specific execution
strategies:
Scenario 1: NAV trade
An asset manager has decided to make a $30 million
allocation to the S&P 500 index through a UCITS ETF.
They would like their execution to be aligned with the
closing prices of the underlying index. Not fully
understanding how to align their execution, the investor
instructs their broker to execute at the ETF’s closing price
on the London Stock Exchange. In this scenario, the
investor encountered a four-and-a-half-hour mismatch
between the London close relative to the US close.
To mitigate against this type of mismatch, the investor
could have reviewed their strategy relative to their
objective and identified a more appropriate course of
action. In this case, the optimal strategy would have been
to place a NAV order with their chosen ETF liquidity
provider. Using this execution strategy, it would have
been possible to purchase their desired notional amount
without taking on execution risk and in turn, execute in
line with the NAV calculation, which is based on the
closing prices of all the fund’s holdings. This would
ensure that the performance of the investor’s position will
track the index as closely as possible, net of costs.
Scenario 2: Risk trade
A wealth manager has decided to make a $15 million
allocation to an Australia-domiciled MSCI Australia Large
Cap ETF. Based on their observation of a rally in Australian
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equities on the day of the trade, as well as the fact that
the ETF’s 30-day ADV is around USD $200,000, the
investor decides that their execution priority is immediacy
of exposure for the entire notional value. On this basis,
they decide to lock in a competitive risk price relative to
the on-screen offer and execute with their liquidity
provider of choice.
While in this scenario the investor had several options
available to them, they did not have the comfort of placing
limit orders in the order book or entering a market order
due to concerns surrounding the quality of the overall
execution and potential market impact, respectively.
These are valid concerns, but they are by no means
insurmountable. This would have been an ideal
opportunity for the investor to work with the Vanguard
Global ETF Capital Markets team or their liquidity provider
to better understand how they could access and benefit
from the ETF’s underlying liquidity.
Scenario 3: Switching between ETFs
When investors approach us about making an ETF
switch—that is, selling one ETF and buying another
simultaneously—they strive to limit information leakage.
However, solely focusing on this objective can increase
the cost of executing as it can translate to executing both
the buy order and the sell order independently with
different liquidity providers, thus incurring two sets of
trading costs. By placing the entire ETF order with the
same liquidity provider, this allows the investor to have
more certainty about their objective and identify execution
efficiencies, driven by an overlap in risk exposures
between the two ETFs, which should translate to a more
competitive switch level and therefore lower cost.
Considering the decision framework in Figure 3, ETF-toETF switches are often executed on a NAV-to-NAV basis
when there is considerable overlap between the
underlying securities of the ETF being sold and the one
being bought. Under these circumstances, this execution
strategy can be effective since both ETFs follow the same
NAV valuation methodology. This is not always the case.
For example, when switching between ETFs which
combine developed and emerging markets, the NAV may
not be known for at least another 24 hours. Timing
differences between when the NAV is known relative to
when the order was placed can lead to sub-optimal

execution, not to mention investor uncertainty. In this
instance, executing the switch using a risk trade may be a
more efficient strategy. This also holds true during periods
of volatility, where executing at risk may provide more
flexibility and mitigate against unexpected market
movements reflected in the NAV. NAV mismatches may
still occur when one product is fairly valued and the other
is not, even if they are providing the same exposure.

General trading best practices
As outlined above, a variety of trading strategies can be
used to execute an order. After choosing the best
execution strategy to deliver their intended objective,
investors should also consider the following best
practices to help minimise market impact and reduce
transaction costs.

Low-touch orders
• Place limit orders. Limit orders allow the
investor to select a price limit at which they are
comfortable to execute, offering increased price
control and protection relative to a market order.
The key consideration is where to set the limit,
based on the balance of priorities between price
and execution certainty.
• Be mindful of the time of day. Global ETFs
typically trade with narrower bid-ask spreads
when their underlying markets are open and
overlap with US trading hours. In addition, avoid
trading near the open or close as bid-ask spreads
tend to be wider around these times.
• Watch out for spikes in volatility. Key earnings
reports and economic releases (such as non-farm
payrolls and central bank rate decisions) can
cause heightened market volatility. It’s best to
avoid placing trades during these times.
• Keep an eye on liquidity. ETFs with substantial
trading volume may appear to offer superior
liquidity. However, an ETF’s bid-ask spread may
provide a much better indication of liquidity. This
is because the spread reflects the liquidity in the
underlying securities as well as the associated
costs for authorised participants to engage in the

creation and redemption process. Tighter ETF
premiums and discounts can also provide an
indication of greater liquidity.
• Ask for help. Rather than go it alone, investors
should consider reaching out to the Vanguard
Global ETF Capital Markets team for assistance.
We can offer on-demand analysis of spreads,
market liquidity and trading activity as well as pretrade guidance and post-trade evaluations.

High-touch orders
• Conduct analysis of the most active market
makers. The market makers who are most active
in an ETF are often the ones who can offer the
most competitive price for the trade.
• Encourage competition between liquidity
providers. Putting brokers in competition with
each other can help to improve the
competitiveness of the quote received.
• Provide clear instructions. Providing brokers
with clear parameters up front (such as time
frame for execution, valuation point and price
ceilings or floors) can help to ensure the
execution strategy achieves its objective.
• Consider a post-trade evaluation. This can help
investors to understand the market impact of the
trade and assess whether their chosen execution
strategy delivered their objective.
• Consider the market risk in global ETFs. If an
investor places a NAV trade in a global ETF, they
may be exposed to price risk for more than 24
hours. For example, a global ETF traded on
Wednesday morning UK time would receive
Thursday’s closing price with the NAV not
published until Friday morning.
• Ask for help. Rather than go it alone, investors
should consider reaching out to the Vanguard
Global ETF Capital Markets team for assistance.
We can offer on-demand analysis of spreads,
market liquidity and trading activity as well as pretrade guidance and post-trade evaluations.
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Conclusion
As investors continue to adopt ETFs as an investment tool,
they need to be aware of the factors that can impact
execution as well as the different strategies—as outlined in
this paper—that they can use to accomplish their
investment objectives. Vanguard’s ETF Capital Markets
team is available to assist in trading and execution
throughout the decision-making process, increasing the
likelihood of a successful outcome.
Our experienced and knowledgeable global team can
perform due diligence and provide support for investors in
the following areas:
• Assessing the liquidity profile of a Vanguard ETF and
identifying the most active liquidity providers
• Connecting investors with a competitive panel of ETF
liquidity providers
• Engaging with a mix of asset-class specialists
• Performing due diligence on the costs and spreads
associated with an order
• Guidance on time-sensitive, complex or high-value
trades by simultaneously assessing real-time market
conditions
• Pre- and post-ETF trade analysis.
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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.
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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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