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KEY TAKEAWAYS
• Vanguard’s medium-term outlook for inflation in the United States hasn’t materially changed despite a stronger-thanexpected reading in October, although near-term inflation is likely to be pressured higher. The Bureau of Labor Statistics
reported on November 10 that the Consumer Price Index climbed by 0.9% on a seasonally adjusted basis in October
compared with September and by 6.2% compared with a year earlier.
• Positive health developments lead Vanguard to hold an above-consensus view on 2022 growth in emerging markets. We
foresee growth of around 5.5% in 2022. We anticipate that Latin America and emerging Asia, regions with high vaccine
acceptance, will have vaccinated almost all eligible individuals who want to be vaccinated by the end of 2021, surpassing
developed market vaccination rates and mitigating any lingering reluctance to engage in activity.

Economic growth

• The economy in the United States grew at an annual rate of 2.0% in the third quarter, down
from 6.7% in the second quarter as labor and non-labor supply constraints took their toll.
Growth appears to have stabilized in the fourth quarter as COVID-19 cases have come down
from their third-quarter peaks, and we continue to see fourth quarter growth around 5.5%. We
expect economic recovery to continue in 2022, though at a naturally slower pace as the
easiest gains will already have been captured. We foresee growth of around 4% for 2022.
According to the Global Macro Matters research A shot in the arm: Reopening, inflation, and
the Fed, conditions for continuing U.S. growth look favorable, even relative to pre-pandemic
conditions. Consumer balance sheets are healthy, as households broadly de-levered during
the pandemic, and employment and earnings prospects remain strong. The second estimate of
third-quarter GDP is scheduled to be released Wednesday, November 24.
• The economy in the euro area grew by 2.2% in the third quarter compared with the second
quarter, the European Union’s statistical agency said on November 16, and by 3.7% compared
with the third quarter of 2020. Vanguard expects the pace of growth to moderate from here, a
natural slowing at this stage of economic recovery from the pandemic. Sentiment rose in
October, unsurprising as the economy settles into a healthier mode. Risks are skewed to the
downside, however, as COVID-19 continues to be a concern—new cases topped 50,000 in
Germany for the first time on November 11—and as high energy prices weigh on household
finances. But a rapid unwinding of supply bottlenecks that would boost manufacturing
represents a risk to the upside, one especially pertinent to the euro area, where manufacturing
accounts for a greater portion of the economy than in the United States. Vanguard continues to
see full-year 2021 euro area growth around 5% and 2022 growth around 4%. The next reading
of the euro area’s third quarter GDP is scheduled to be released Tuesday, December 7.
• Gross domestic product increased by 1.3% in the third quarter in the United Kingdom
compared with the second quarter, according to the Office for National Statistics’ first estimate,
slightly lower than expected as GDP for both July and August were revised downward.
Vanguard continues to anticipate full-year 2021 growth around 7%, supported by continued
recovery in the services sector. Output in the services sector rose by 0.7% in September.
Although output in consumer-facing services remains 5.5% below its pre-pandemic level, it is
above pre-pandemic levels for all other services.
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The broader economy is now 0.6% below its pre-pandemic level; Vanguard anticipates that
ground will be made up around the turn of the year. We foresee full-year 2022 growth
around 5.5%, which would still leave the United Kingdom shy of its pre-pandemic growth
trajectory—the level of GDP we would have anticipated in the absence of the pandemic. The
next reading of third-quarter GDP is scheduled to be released Wednesday, December 22.
• Data released November 15 painted a mixed picture of the economy in China. Industrial
production grew by 3.5% in October compared with a year earlier, greater than expected,
though the figure shouldn’t be too surprising on the heels of weakness in September. Retail
sales rose by 4.9% year-on-year, greater than a 4.4% rise in September, though on a real
(inflation-adjusted) basis they were down by – 0.6%. An earlier release, on October 18,
showed that GDP increased by just 4.9% in the third quarter compared with a year earlier,
below market expectations. We foresee growth in the fourth quarter of around 1% compared
with the third quarter, below trend, and of around 5% for all of 2022, below market
expectations for growth around 5.5%. We expect consumption recovery to remain muted, the
property downturn to deepen, and infrastructure investment to accelerate only after the
National People’s Congress in March. We expect the government to target growth around
5.5% for 2022; as such, we anticipate that it will need to tolerate an undershoot of its target or
to introduce further stimulus measures.
• Third-quarter GDP data to be released Wednesday, December 1, are likely to present a
more pessimistic picture of the economy in Australia than current circumstances warrant. We
expect the numbers will reveal a third-quarter contraction in GDP in a range of – 2.5% to –
3%, but we anticipate a rebound in growth to around 1.5% in the fourth quarter and for some
of the lost activity to be recovered in 2022. Significant recent progress in COVID-19
vaccination rates and the government’s gradual shift away from a strict suppression strategy
to a “living with COVID” playbook lead us to anticipate improved social mobility and added
resilience to a reopening of the economy. For all of 2022, we foresee growth in a range of 4%
to 4.5%.
• Gross domestic product rose by 0.4% in August in Canada compared with July, but
preliminary data suggest that GDP was unchanged in September. The August gain was less
than a preliminary reading a month earlier of a 0.7% gain. The data suggest that a 1.9% thirdquarter GDP gain on an annualized basis will be reported in the government release for the
full third quarter scheduled for Tuesday, November 30. Such a number would put Vanguard’s
view for full-year GDP growth at the low end of our 4% to 5% range. Record-setting heat and
drought in Western Canada significantly affected the agriculture, forestry, and fishing sector,
which experienced its largest back-to-back monthly contractions since the data series began
in 1997.
• Positive health developments lead Vanguard to hold an above-consensus view on 2022
growth in emerging markets. We foresee growth of around 5.5% in 2022, higher than the 5%
consensus of economists surveyed by Bloomberg. We anticipate that Latin America and
emerging Asia, regions with high vaccine acceptance, will have vaccinated almost all eligible
individuals who want to be vaccinated by the end of 2021, surpassing developed market
vaccination rates and mitigating any lingering reluctance to engage in activity. But we expect
the percentage of the vaccinated population to lag significantly behind in emerging Europe,
where vaccine acceptance is low. Daily COVID-19 cases have been at all-time highs recently
in countries including Russia and Ukraine. We foresee vaccination rates in Africa, which have
consistently lagged those of other regions, surpassing those in emerging Europe in the first
half of 2022. Meanwhile, GDP in Mexico fell by – 0.2% in the third quarter compared with the
second (linked content in Spanish), the first quarterly decline since the recovery from the
pandemic began, as the COVID-19 Delta variant took hold and supply disruptions weighed on
automaking and the manufacturing sector more broadly. GDP rose by 4.8% in the third quarter
compared with the third quarter of 2020. The next reading of Mexican third-quarter GDP is
scheduled for Thursday, November 25.
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Monetary
policy

• The gradual removal of pandemic-era monetary policy accommodation in the United States
has begun with the Federal Reserve’s announcement on November 3 that it would start to
scale back its bond-buying program. The Fed said it would reduce its purchases of Treasury
securities by $10 billion per month and of agency mortgage-backed securities by $5 billion per
month so that November purchases total $70 billion and $35 billion, respectively, with a similar
monthly reduction in purchases thereafter. At such a pace, the Fed’s asset-purchase program
will have wound down by the middle of 2022. The Fed said it was prepared to adjust the pace of
purchases—up or down—as the economic outlook warranted. The move sets the stage for what
Vanguard believes will be a late 2022 interest rate hike. If inflation evolves as Vanguard
forecasts, it likely has already met its lift-off test and the Fed will turn its attention to the labor
market to gauge the appropriate time for its first post-pandemic hike, as these Strategic
Communications Fed talking points discuss. The Fed’s next policy announcement, which will
include new Fed economic projections, is scheduled for Wednesday, December 15.
• The European Central Bank (ECB) left its main deposit rate unchanged at negative 0.50% at
its October 28 meeting and said it would stick to a moderately lower pace of asset purchases
under the Pandemic Emergency Purchase Programme (PEPP) in the fourth quarter compared
with the second and third quarters. The bank said it would continue making purchases under
the PEPP until at least March 2022, albeit at a slower pace than in the past, and continue
purchases of €20 billion per month under the Asset Purchase Programme. Markets have
brought forward their expectation for the ECB’s first post-pandemic rate hike to occur in late
2022. Vanguard believes markets have gotten ahead of themselves; we don’t expect an ECB
rate hike in the next 24 months, a view we believe is justified by the ECB’s below 2% mediumterm inflation outlook. We believe that the inflationary pressures (or lack thereof) prevalent
before the pandemic will reassert themselves. We expect both headline and core inflation to fall
back to around 1.5% by the end of 2022 as tax changes wash out of calculations and rises in
input prices decelerate. The ECB’s next policy update, scheduled for Thursday, December 16,
will come alongside the bank’s updated economic projections. We also expect an
announcement on the future of the PEPP and other quantitative easing programs.
• The Bank of England (BOE) voted at its November 4 meeting to keep its bank rate at 0.1%
and maintain its asset-purchase program at current levels. Holding the bank rate at its current
level was in line with Vanguard’s view but surprised markets, which had fully priced in a hike to
0.25%. The BOE’s vote to leave the target for the bank’s stock of government bonds at £875
billion ensures that the expansion of the bank’s balance sheet will continue through December
as planned. The bank’s next move will depend significantly on the strength of the labor market,
particularly as reflected in the government’s labor report for the three months through October.
The report, the first that will fully reflect the winding down of the government’s pandemic
furlough scheme, is scheduled to be released Tuesday, December 14, two days before the
BOE’s next Monetary Policy Committee meeting. Vanguard believes the labor market recovery
will be sufficiently advanced to lead the BOE to raise the bank rate by 15 basis points, to
0.25%, at its December 16 meeting, followed by an additional 25-basis-point hike at its
subsequent meeting. But with unanticipated weakness in the labor report, we’d foresee a delay
in the bank’s first rate hike until its February 3, 2022, meeting.
• The Reserve Bank of Australia (RBA) left its cash rate intact at 0.1% at its policy meeting on
November 2 and said it would maintain purchases of government securities at a rate of AUD 4
billion (about USD 3 billion) per week until at least mid-February 2022. But it also said it would
discontinue its 0.1% target for the April 2024 government bond, a first step in the removal of
pandemic-era policy settings and a signaling that the RBA could be poised to raise the cash
rate before 2024 amid signs of growing inflationary pressures. Although the recent inflation
spike leaves some market participants anticipating a 2022 rate hike, Vanguard believes that
inflation won’t spiral to the point that it would prompt the RBA to move on rates in 2022. We do
foresee a first post-pandemic rate hike in 2023, sooner than our most recent assessment of a
2024 first hike. The RBA’s next policy announcement is scheduled for Tuesday, December 7.
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• Vanguard sees heightened near-term risk as policy transitions in China. Micro policy
remains tight through regulations in the property and energy sectors, while macro policy
easing has been underwhelming in its pace and magnitude. Targeted easing is more likely
for companies facing liquidity challenges, particularly among small and medium enterprises.
We anticipate infrastructure spending to pick up more noticeably only after the National
People’s Congress in March, when the People’s Bank of China is likely to release more
liquidity to support corporate and local government bond issuance.
• The Bank of Canada (BOC) said on October 27 that it would end its quantitative easing
program and enter a “reinvestment phase” during which its government bond purchases
would be limited to replacement of maturing bonds. The bank kept the target for its overnight
rate at 0.25% and left other key rates intact. But it said it anticipated that conditions that
would lead it to raise its policy interest rate—a reduction in economic slack to the point that
the bank’s 2% inflation target is sustainably achieved—would materialize by “the middle
quarters of 2022,” consistent with Vanguard’s view. The BOC began government bond
purchases of around CAD 5 billion (about USD 4 billion) per week at the outset of the
COVID-19 pandemic but had pared back the pace of purchases in recent months, most
recently to CAD 2 billion per week. We additionally expect the bank to keep a close watch on
an already tight labor market. The BOC’s next monetary policy announcement is scheduled
for Wednesday, December 8.
• Aggressive rate-hiking has taken hold in emerging markets as central banks try to keep
inflation at bay even as they acknowledge the potential implications for growth. After a
“dovish” hike of 25 basis points in September, kept minimal so as not to stifle economic
recovery, the Bank of Russia increased its key interest rate by 75 basis points, to 7.5%, on
October 22, noting that the “balance of risks for inflation is markedly titled to the upside.”
Narodowy Bank Polski, the central bank of Poland, raised its reference rate by 75 basis
points, to 1.25%, on November 3, citing inflation that in October reached 6.8% compared with
a year earlier. And Banco Central do Brasil, Brazil’s central bank, raised its benchmark
Selic rate by 150 basis points to 7.75% on October 27, noting that discussions of expanded
fiscal spending risked de-anchoring inflation expectations. The bank said it was considering
“another adjustment of the same magnitude” at its next meeting, with an announcement
scheduled for Wednesday, December 8. Banco de Mexico, meanwhile, announced a more
modest increase of 25 basis points to its target for the overnight interbank rate, to 5%, at its
November 11 meeting, citing uncertainty around when heightened inflation concerns may
subside. The bank’s next policy announcement is scheduled for Thursday, December 16.

U.S. Government
funding

• The threat of a U.S. government shutdown, a U.S. debt default, or both could arise in
early December. On September 30, Congress passed and the President signed a
continuing resolution to fund the government through December 3. Annual appropriations
bills need to be signed each fiscal year beginning October 1 to fund the approximately onethird of the federal budget classified as discretionary. To avoid a shutdown in December, an
omnibus appropriations bill funding the discretionary portion of the budget for the remainder
of the fiscal year or another continuing resolution would need to be signed. Meanwhile,
Congress passed and the President on October 14 signed legislation to raise the U.S. debt
ceiling by 4 0 billion, an amount expected to allow the government to pay its bills until at
least December 3, though, according to some estimates, the date could be as late as
January. The debt ceiling is the statutory limit on the amount of debt that the U.S. Treasury
can have outstanding. With the latest increase, the debt ceiling stands ust below 29
trillion. The consequences of a U.S. debt default would be enormous, as these Strategic
Communications talking points discuss. Although Vanguard believes a U.S. debt default is
unlikely, investors may want to ask themselves ahead of time how they might respond
should the value of their investments fall significantly in such an event. Vanguard’s
Principles for Investing Success are intended to help investors prepare for such occasions.
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Inflation

• Vanguard’s medium-term outlook for inflation in the United States hasn’t materially
changed despite a stronger-than-expected reading in October, although near-term inflation is
likely to be pressured higher. The Bureau of Labor Statistics reported on November 10 that
the Consumer Price Index climbed by 0.9% on a seasonally adjusted basis in October
compared with September and by 6.2% compared with a year earlier. Energy prices, which
rose 4.8% in the month, drove the broad-based increase. Core CPI, which excludes volatile
food and energy prices, reached 0.6% in October and 4.6% year-on-year. Strong readings
over recent months have increased the possibility that supply constraints, labor shortages,
and the effects of the economy’s reopening will take further time to normalize. We foresee
inflation persisting above 2% toward the end of 2022. A risk that inflation persists at or above
3% by year-end 2022 would depend on broad wage gains taking hold. Whereas Vanguard
sees the likelihood of strong wage gains in certain pandemic-affected sectors such as leisure
and hospitality, we see the risk of such strong gains across all industries as low. The core
Personal Consumption Expenditures Index (PCE), the Federal Reserve’s preferred inflation
measure, rose 0.2% in September compared with August, and by 3.6% compared with a yearearlier. The CPI reading for November is scheduled to be released Friday, November 10; the
October PCE reading is due Wednesday, November 24.
• The consumer price index in Canada rose to 4.7% in October compared with October
2020, the largest gain since February 2003, having risen by 4.4% year-on-year in September
and 4.1% in August. Transportation prices, up 10.1% year-on-year, accounted for the greatest
share of the gain. Core inflation, which excludes volatile food and energy prices, rose 3.2%.
Vanguard expects headline inflation to end the year in a 4.5% to 5% range, higher than our
expectation a month ago, as supply shortages, especially of semiconductors for the auto
industry, take a toll. But we expect core inflation to settle back toward 2% by the end of 2022,
especially considering the anticipated start of a Bank of Canada rate-hiking cycle. The CPI
data release for November is scheduled for Wednesday, December 15.
• Headline inflation in the euro area climbed to 4.1% in October compared with a year
earlier, up from a 3.4% reading in September. Core inflation, which excludes volatile food and
energy prices, reached 2.1% compared with a year earlier. Energy prices, up 23.7%compared
with October 2020 (higher than a 17.6% year-on-year reading in September), again provided
the greatest impetus for the increase. Vanguard anticipates that inflation will fall back to
around 2% by the end of 2022 and toward 1.5% over 2023 as tax changes wash out of the
comparison period and input price rises decelerate. With less in accumulated household
savings, among other things, the euro area faces less inflationary pressure than the United
Kingdom or the United States. As in other regions, a risk exists that higher inflation could spur
wage increases that fuel more persistent price increases. Long-term euro area inflation
expectations have risen by about 30 basis points since September. A flash estimate of
November inflation is scheduled for Tuesday, November 30, followed by full inflation data for
November on Friday, December 17.
• Headline inflation rose to 4.2% in October in the United Kingdom compared with a year
earlier, higher than the 3.1% year-on-year increase in September and the quickest rise since
November 2011. Headline inflation was up 1.1% compared with a month earlier. Most of the
increase was driven by energy price inflation, which surged to 22.3% compared with a year
earlier, largely due to an electricity cap increase alongside rising petrol (gasoline) prices. Core
inflation, which excludes volatile food and energy prices, reached 3.4% compared with a year
earlier, higher than a 2.9% rise in September. Vanguard expects headline inflation to peak
around 5% in the second quarter of 2022 as a domestic energy price cap is expected to be
raised significantly. Surging natural gas prices are being felt in the production chain, causing
a recent acceleration of factory price inflation. These increases, alongside the effect of
shortages in non-energy industrial goods, are likely to manifest themselves in higher
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consumer prices. We foresee core inflation peaking around 4% toward the end of 2021. As
supply bottlenecks ease and comparisons to high year-earlier prices unwind, we expect both
headline and core inflation to fall below 3% by the end of 2022. November inflation figures
are scheduled to be released Wednesday, December 15.
• The Consumer Price Index rose by 0.8% in Australia in the quarter ended September 30,
and by 3% compared with a year earlier, slower than the 3.8% year-on-year rise in the June
quarter. But trimmed mean CPI, a measure of core inflation that excludes large, one-off
price impacts, rose by 2.1% compared with a year earlier, up from a 1.6% gain in the June
quarter and the strongest gain in nearly six years. Although this pushes inflation within the
Reserve Bank of Australia’s 2% to 3% target band for the first time since 2015 and
increases prospects for an earlier-than-expected rate hike, we take a more dovish view.
Transport and household goods prices were the greatest contributors to inflation in the
quarter, but they were pressured by supply constraints that we don’t believe will be
sustained on a permanent basis. Australia’s fourth-quarter inflation report is scheduled to be
released Tuesday, January 25.
• Producer prices in China rose by 13.5% in October compared with a year earlier, the
sharpest gain in the 25 years that the National Bureau of Statistics has tracked the measure,
amid power shortages and rising commodities prices. Vanguard continues to see limited
pass-through to consumer prices, with each 10% rise in producer prices lifting consumer
prices by only 0.4 percentage points. The Consumer Price Index rose by 1.5% in October
compared with October 2020, and by 0.7% compared with September.
• Inflation has accelerated in emerging markets, with energy and commodities responsible
for much of the increase. The main inflation measure in Brazil increased to 1.25% in October
and is up by 10.67% compared with a year earlier. Consumer price inflation in Mexico
climbed to 6.24% compared with a year earlier in October, while core inflation, which
excludes volatile food and energy prices, reached 5.19% compared with a year earlier, an
11th straight month of faster price appreciation. Mexico’s next inflation reading is scheduled
for Wednesday, November 24. Meanwhile, producer prices in China that have risen 13.5%
year-on-year could be a harbinger for a faster pace of inflation in emerging Asia, despite
their limited pass-through to domestic consumer prices.

Employment
• The economy in the United States created 531,000 jobs in October, a reading that
confirmed the labor market’s strength. With inflation likely to have already met the Federal
Reserve’s criterion for an interest rate hike, we expect labor market developments to command
attention in the coming months. The unemployment rate fell from 4.8% to 4.6%, but don’t
expect the Fed to rely solely on that indicator in determining when to raise interest rates, as
these Strategic Communications talking points discuss. Vanguard expects the unemployment
rate to continue to fall, to just above 3% by the end of 2022, with labor-force participation
peaking perhaps a full percentage point below its pre-pandemic level. The labor market report
for November is scheduled to be released Friday, December 3.
• The unemployment rate in Canada fell to 6.7% in October from 6.9% in September, a 20month low that is just a percentage point above the February 2020 pre-pandemic rate of 5.7%.
The Canadian economy created 31,000 jobs, with a gain of 70,000 in the private sector partly
offset by a decline of 38,000 in self-employment. Wages were up 5.1% compared with two
years earlier, before the pandemic, after adjusting for changes in employment composition,
particularly pandemic-induced variations in lower-wage positions. Without controlling for these
changes, wages were up 7.5% in the two-year period. Vanguard expects Canada’s tight labor
market to continue to apply upward pressure on wages. Canada’s November jobs report is
scheduled to be released Friday, December 3.
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• Unemployment in the euro area continued a slow but steady 2021 decline in September,
inching down to 7.4% on a seasonally adjusted basis compared with 7.5% in August.
Employment figures for October are scheduled to be released Thursday, December 2.
• The unemployment rate in the United Kingdom fell to 4.3% in the three months to
September, from 4.5% in August, the Office for National Statistics reported November 16.
Strength in the labor market was driven by an increase of 247,000 in the number of employed
individuals in the three-month period. The timing of the report doesn’t account for the
September 30 end to the furlough scheme, which is expected to provide additional workers to
meet rising job vacancies, and early payroll indicators suggest the labor market strength has
continued into October. Vanguard expects that the labor market report for the three months
through October, to be released Tuesday, December 14, will have significant implications for
the Bank of England’s next policy announcement. (See the United Kingdom entry under
“Monetary policy.”)
• The unemployment rate in Australia rose to 5.2% in October, a sharp increase from a 4.6%
rate in September as employment decreased on the back of COVID-19-related lockdowns
while labor force participation rose. We foresee the unemployment rate gradually falling back
to around 4.5% by the end of 2022. The November labor market report is scheduled to be
released Thursday, December 16.
• The urban unemployment rate in China remained steady at 4.9% in October and was down
from 5.3% a year earlier.
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Asset class return outlooks
• Vanguard has updated its 10-year annualized outlooks for broad asset class returns through the most
recent running of the Vanguard Capital Markets Model® (VCMM), based on data as of September 30,
2021. The probabilistic return assumptions depend on market conditions at the time of the running of the
VCMM and, as such, can change with each running over time.
• ISG updates these numbers quarterly. The projections listed below are based on the September 30, 2021,
running of the VCMM. Projections based on the December 31, 2021, running of the VCMM will be
communicated through the February 2022 economic and market update.
• The greatest change in our outlooks from the June 30 running of the VCMM was in emerging markets
equities. Large price declines in the intervening months lowered valuations, which are reflected in a 10year forecast range that is 60 basis points higher in the September 30 running. In fixed income, yields
increased marginally in the third quarter, allowing for a marginal rise in forecasts for many fixed income
sub-asset classes.
• Our 10-year annualized nominal return projections are as follows. Please note that the figures are based
on a 1-point range around the 50th percentile of the distribution of return outcomes for equities and a 0.5point range around the 50th percentile for fixed income. Numbers in parentheses reflect median volatility.

U.S. dollar investors
Asset Classes

Mexican peso investors

Return projection

Median volatility

Asset Classes

Return projection

Median volatility

2.3%-4.3%

16.7%

Mexican equities

5.4%-7.4%

27.0%

5.2%-7.2%

18.4%

6.8%-8.8%

23.3%

5.3%-7.3%

16.4%

10.0%-12.0%

24.1%

7.0%-8.0%

11.6%

7.3%-8.3%

7.1%

U.S. equities
Global equities exU.S. (unhedged)
Global ex-U.S. developed
markets equities (unhedged)
Emerging markets
equities (unhedged)

4.26%- 6.2%

U.S. value

3.1%-5.1.9%

26.8%

Mexican

U.S. large-cap

2.2%-4.2%

16.3%

U.S. small-cap

2.2%-4.2%

22.5%

U.S. REITs

1.9%-3.9%

19.1%

1.4%-2.4%

4.6%

1.2%-2.2%

4.7%

1.3%-2.3%

3.8%

1.6%-2.6%

4.7%

2.2%-3.2%

10.4%

sovereign

2.3%-3.3%

10.1%

U.S. TIPS

1.0%-2.0%

7.0%

U.S. cash

1.2%-2.2%

1.2%

U.S. inflation

1.5%-2.5%

2.3%

Global bonds exU.S. (hedged)
U.S. credit
U.S. high-yield
corporate
Emerging market

equities

sovereign bonds

17.5%

U.S. Treasury bonds

Global ex-U.S.
developed market

19.2%

-0.9%-1.1%

bonds

(unhedged)

(unhedged)

U.S. growth

U.S. aggregate

U.S. equities
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Global bonds
(hedged)

IMPORTANT: The projections or other information generated by the
Vanguard Capital Markets Model regarding the likelihood of various
investment outcomes are hypothetical in nature, do not reflect actual
investment results, and are not guarantees of future results. Distribution of
return outcomes from the VCMM are derived from 10,000 simulations for
each modeled asset class. Simulations are as of June 30, 2021. Results
from the model may vary with each use and over time.
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investors in the United States. 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 to 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. Broker-dealers, advisers, and other intermediaries must determine whether
their clients are eligible for investment in the products discussed herein.
All investing is subject to risk, including possible loss of the money you invest.
a
or protect against a loss.
Investments in bonds are subject to interest rate, credit, and
International investments are subject to
especially high in emerging markets.

not ensure

risk.
and currency risk. These risks are

IMPORTANT: The projections and other information generated by the Vanguard Capital
Markets Model regarding the likelihood of various investment outcomes are hypothetical in nature, do not
actual investment results, and are not guarantees of future results.
VCMM results will vary with each use and over time.
The VCMM projections are based on a statistical analysis of historical data.
returns may behave
differently from the historical patterns captured in the VCMM. More important, the VCMM may be
negative scenarios unobserved in the historical period on which the model
underestimating
estimation is based.
is a
developed and maintained by
research and advice teams. The model forecasts distributions of future returns
for a wide array of broad asset classes. Those asset classes include U.S. and international equity markets,
income markets, international
income markets,
several maturities of the U.S.Treasury and corporate
U.S. money markets, commodities, and certain alternative investment strategies. The theoretical and empirical
foundation for the Vanguard Capital Markets Model is that the returns of various asset
the
compensation investors require for bearing different types of systematic risk
the core of the model
are estimates of the dynamic statistical relationship between risk factors and asset returns, obtained from
and economic data from as early as
statistical analysis based on available
a
system of estimated equations, the model then applies a Monte Carlo simulation method to project the
estimated interrelationships among risk factors and asset classes as well as uncertainty and randomness over
time. The model generates a large set of simulated outcomes for each asset class over several time
are obtained by computing measures of central tendency in these simulations. Results produced by
the tool will vary with each use and over time.
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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.
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.
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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 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 en Inversiones
Independiente in Mexico, to other parties takes responsibility for ensuring
compliance with applicable securities laws in connection with its distribution.

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 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.
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.
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.
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