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KEY TAKEAWAYS
• Signs of slower growth than we had originally expected amid supply constraints and a
COVID-19 resurgence through the Delta variant have led Vanguard to lower our third-quarter and, thus, full-year
growth forecasts for the United States.
• COVID-19 continued to tell a divergent story in emerging markets in August. Emerging Asia, which we had anticipated
at the start of the year to be the strongest emerging region for growth, has been beset by low vaccination rates and—
given its many zero-COVID lockdown approaches—a low rate of infection-acquired immunity as well.

Economic growth

• Signs of slower growth than we had originally expected amid supply constraints and a
COVID-19 resurgence through the Delta variant have led Vanguard to lower our third-quarter and,
thus, full-year growth forecasts for the United States. We foresee GDP growth coming in around
5.5% for the third quarter, lower than our previous view of 8.5%, when the Bureau of Economic
Analysis releases its advance estimate on Thursday, October 28. The current slowdown coupled
with a weaker-than-originally-expected annual growth rate of 6.6% in the second quarter leads us
to revise downward our forecast for full-year growth to around 6% from our previous expectation
around 7.5%. We maintain our view, however, for fourth-quarter growth at an annual rate around
5.5%, and for full-year 2022 growth around 3.5% to 4%. Under our revised forecasts, the United
States would reach its pre-pandemic growth trend in the first quarter of 2022, rather than the
fourth quarter of 2021. The BEA’s third and final estimate of second-quarter GDP is scheduled to
be released Thursday, September 30.
• Daily new cases of COVID-19 have fallen recently in previous hot spots including Spain and
France, and hospitalizations appear to have peaked across the euro area. We maintain our view
of full-year GDP growth around 5%, which we expect to be supported by increased consumption
in the third quarter. (The European Central Bank revised its full-year euro area growth forecast on
September 9 from 4.6% to 5%, bringing its view in line with ours.) Gross domestic product grew
by a seasonally adjusted 2.2% in the second quarter, compared with the first quarter, according to
the most recent estimate by Eurostat, the European Union’s statistical agency. The gain reversed
a first-quarter decline of – 0.3%. Compared with the year-earlier quarter, euro area GDP was up
14.3%. Household final consumption expenditure accounted for the bulk of the quarterly gain, or
1.9 percentage points. The final accounting of second-quarter GDP is scheduled to be released on
Monday, October 18.
• Vanguard continues to expect GDP to grow by around 7% for all of 2021 in the United
Kingdom, with activity unconstrained by significant COVID-19 restrictions for the first time since
the start of the pandemic. GDP rebounded in the second quarter compared with the first, up by
4.8%. On a monthly basis, GDP grew by 0.1% in July, after a 1.0% gain in June. Purchasing
managers’ index data suggest a continued slowdown in momentum in August, with the service
sector responsible for most of the drag. But mobility indicators suggest an August pickup in
activity to near pandemic-era highs. The next reading of second-quarter GDP is scheduled for
Thursday, September 30. August GDP data are scheduled to be released Wednesday, October 13.
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• Risks to economic growth remain tilted to the downside in China, though the most recent
outbreak of the COVID-19 Delta variant appears to be under control. Given the highly contagious
nature of the Delta variant and the relatively low efficacy of China’s vaccine, the risk of further
outbreaks and lockdowns remains elevated. We continue to anticipate full-year economic growth
just below 8.5%. Chinese government data released today, September 15, showed slowing growth
in both industrial production and retail sales. Industrial production increased by 5.4% on a two-year
compound annual growth (CAGR) basis in August, down from 5.6% in July. Retail sales grew by
just 1.5% on a two-year CAGR basis, well below the 3.6% rate in July and the August consensus of
3.7%; it was the weakest rise since the depths of the pandemic last year. Purchasing managers’
indexes for August were mostly weaker, with the services index falling to a level that indicates
contraction and the manufacturing index sitting just above that level. But we anticipate stronger
readings in September. August export data were stronger than expected, helped by a temporary
diversion of orders from Southeast Asian nations dealing with COVID-19, and with resilient
demand from developed markets for tech and capital goods.
• COVID-19 lockdowns in New South Wales and Victoria that have persisted longer than our
downside scenario anticipated have led us to further lower our full-year growth forecast for
Australia from a range of 4.5% to 5% to a range of 3.5% to 4%, with risks skewed to the
downside. We now assume a third-quarter contraction in GDP in a range of – 2.5% to – 3%, from
our previous view of a contraction of – 1.5% to – 2%. We anticipate a rebound in growth to around
1.5% in the fourth quarter, assuming restrictions remain in place through October, the expected
timeline for roughly 70% to 80% of the population to have been vaccinated. We expect some of
the lost activity to be recovered in 2022, and we’ve upgraded our full-year 2022 growth forecast by
about a half percentage point, to a range of 4% to 4.5%. Real GDP grew 0.7% in the quarter ended
June 30 compared with the previous quarter, and by 9.6% compared with a year earlier. GDP data
for the third quarter are scheduled to be released Wednesday, December 1.
• Real GDP in Canada contracted by – 0.3%, an annualized rate of – 1.1%, in the second quarter
compared with the first, ending a string of three quarters of growth that followed an initial sharp hit
to economic activity at the start of the COVID-19 pandemic. A 4% decline in export values and a
17.7% fall in home ownership transfer costs dragged down an economy that registered gains in
business inventories, investments in machinery and quipment, and home construction and
renovation. The weakness in economic activity in the second quarter, combined with signs of
softening labor market momentum, has Vanguard watching closely for the potential need to
downgrade our current full-year growth forecast of around 7%. Statistics Canada, the
government’s statistical agency, is scheduled to release third-quarter GDP data on Tuesday,
November 30.
• COVID-19 continued to tell a divergent story in emerging markets in August. Emerging Asia,
which we had anticipated at the start of the year to be the strongest emerging region for growth,
has been beset by low vaccination rates and—given its many zero-COVID lockdown approaches—
a low rate of infection-acquired immunity as well. It struggled with rising case counts for much of
the month. Latin America, meanwhile, which had been hit hard by the virus around midyear, has
continued to see case counts fall in recent weeks. We’re watching for the degree to which some of
the world’s more developed emerging markets, such as South Korea, might be able to use their
relatively higher vaccination rates to move away from zero-COVID lockdown approaches that can
weigh on growth. GDP in Mexico rose by a slightly less than expected 1.5% on a seasonally
adjusted basis in the second quarter compared with the first, and by 19.7% compared with the
second quarter of 2020 (linked content in Spanish).

For institutional and sophisticated investors only. Not for public distribution.

Monetary policy
• Minutes of the U.S. Federal Open Market Committee’s (FOMC’s) July 27-28 meeting suggest the
Federal Reserve plans to start to reduce the pace of its asset purchases this year. We’ve moved up
our view on when such asset-purchase tapering will begin from the first quarter of 2022 to the fourth
quarter of 2021. We don’t expect any grand announcement about tapering at the Fed’s September
21-22 meeting; we believe the Fed will want to see further strong labor market reports before
formalizing a tapering plan. (A strong jobs report for July was followed by a relatively weak August
report.) The July meeting minutes show that most FOMC participants believe the Fed’s price-stability
goal has already been met concerning when to start to remove policy accommodations, but its
maximum-employment goal hasn’t. The FOMC voted on July 28 to leave the target range for its
federal funds rate unchanged at 0%–0.25% and its bond-buying program unchanged. As these
Strategic Communications talking points discuss, Chairman Jerome Powell acknowledged that the
two components of the Fed’s dual mandate had been “in tension” recently.
• The European Central Bank (ECB) said on September 9 that it would moderately slow the pace of
asset purchases under the Pandemic Emergency Purchase Programme
(PEPP) from the current €80 billion per month beginning in the fourth quarter. With about €500 billion
still available under the €1.85 trillion PEPP, we foresee fourth-quarter purchases slowing toward €50
billion per month, the pace during this year’s first quarter. The program is scheduled to run at least
through March 2022. ECB President Christine Lagarde characterized the slowdown in purchases not
as a “true taper,” but as a
“recalibration of the PEPP for the next three months.” The change came alongside the ECB’s upgrade
to its outlooks for both GDP growth and inflation, in both cases moving toward Vanguard’s views.
The bank left its main deposit rate unchanged at negative 0.50%. The ECB said net purchases under
the Asset Purchase Programme (APP) would continue at a pace of €20 billion per month. Our base
case remains that the APP will be expanded to smooth the transition upon the PEPP’s completion,
with purchases likely to continue until at least 2023 and rates rising in 2024 at the earliest. The ECB
meets next on Thursday, October 28.
• The Bank of England (BOE) maintained the bank rate at 0.1% at its August 5 Monetary Policy
Committee (MPC) meeting, but delivered a hawkish tone, leading Vanguard to bring forward its
projection for rate liftoff. We now expect the BOE to begin to raise the bank rate in the second half of
2022, compared with our previous projection of the first half of 2023. The hawkish tone is related to
the bank’s revised inflation predictions. The bank foresees inflation peaking at 4% by year’s end, and
it upgraded its third-quarter 2022 inflation forecast to 3.3%. The MPC voted to leave the target for the
bank’s stock of asset purchases at £895 billion, including £875 billion of government bonds and £20
billion of investment grade corporate bonds. Vanguard continues to foresee the bank purchasing
bonds until around the end of the year. The bank additionally confirmed that its traditional “exit
sequencing” strategy remained intact—that it would raise interest rates before it begins to reduce its
balance sheet. But it lowered its threshold interest rate at which the balance sheet run-off could start,
from 1.5% to 0.5%. The lower threshold and the consequent earlier balance sheet reduction would
give the bank more headroom to act forcefully in the event of future liquidity events. The BOE meets
next on Thursday, September 23.
• The Reserve Bank of Australia (RBA) left its cash rate intact at 0.10% at its policy meeting on
September 7. The bank also said it would slow purchases of government securities to a rate of AUD
4 billion (about USD 3 billion) per week, as previously announced, but would continue purchases at
that pace until at least mid-February 2022. The new timetable was extended from mid-November
2021 to reflect “the delay in the economic recovery and the increased uncertainty associated with the
(COVID-19) Delta outbreak.” The RBA’s next policy announcement is scheduled for Tuesday, October
5.
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• Vanguard continues to anticipate a macroeconomic policy pivot toward a modestly easy
stance in China—compared with tightening in the first half of the year—given an uneven
growth backdrop. We expect policy to support sectors in need, such as small and mediumsize enterprises. But we foresee ongoing regulation for sectors where financial stability is a
consideration, such as the property market. We expect local government bond issuance and
infrastructure investment to pick up the rest of the year, with signs of a rebound in the former
emerging in August. We expect credit growth to pick up modestly in the fourth quarter as
liquidity released by the People’s Bank of China’s recent 50-basis-point reserve ratio
requirement cut supports corporate and local government bond issuance.
• The Bank of Canada (BOC) kept the target for its overnight rate at 0.25% and left other key
rates unchanged at its policy meeting on September 8. The bank additionally said it would
maintain the pace of its purchases of government bonds at CAD 2 billion per week (about
USD 1.6 billion), having reduced the pace from CAD 3 billion at its previous meeting.
Vanguard continues to expect the BOC to further slow the pace of purchases at its October
and December meetings, ahead of eventually starting to raise interest rates by the middle of
2022. The bank’s next policy announcement is scheduled for Wednesday, October 27.
• A case of “classic emerging market central bank behavior” is afoot, with Peru and South
Korea initiating their first hikes of the post-COVID-19 cycle in August, joining Chile, Hungary,
Russia, Mexico, Brazil, and Turkey, which had already started their hiking cycles. The Bank of
Russia’s rate hike on September 10, from 6.5% to 6.75%, was its fifth straight, and may not
be its last. Although concerns about inflation are typically behind rate hikes to some extent,
hikes may also be a function of central banks’ desire to protect local currencies by getting
ahead of developed-market hiking cycles. Banco de México, Mexico’s central bank, also
known as Banxico, raised the target for its overnight interbank rate by 25 basis points on
August 12, to 4.5%, just seven weeks after a surprise hike to 4.25%. Banxico’s next monetary
policy decision is scheduled for Thursday, September 30.

Inflation

• As discussed in the recently released ISG paper The inflation machine: How it works and
where it’s going, the inflation environment is likely to be more volatile in coming years than
we’ve come to expect recently. A key takeaway from the model discussed in the paper is that
the consensus is too sanguine about inflation in the United States settling into its prepandemic trend of 2% in 2022. In our base case, the core Consumer Price Index (CPI) will come
in around or above 3% through the first quarter of 2022, settle back just below 2% for some
time, and end 2022 above the Federal Reserve’s target of 2%. Risks to inflation include the
potential that current supply-and-demand dislocations could prove less transitory than
expected, and that inflation expectations could become dislodged and put upward pressure on
actual inflation. The CPI rose by 5.3% in August compared with August 2020, the Bureau of
Labor Statistics reported Tuesday, September 14, while core CPI, which excludes volatile food
and energy prices rose by 4.0% compared with August 2020. The core Personal Consumption
Expenditures Index (PCE), the Federal Reserve’s preferred inflation measure in considering
interest rate targets, rose 0.3% in July compared with June and by 3.6% compared with July
2020, the same as June’s year-on-year increase and just slightly above May’s 3.5% rise. August
PCE readings are scheduled for release Friday, October 1; CPI for September is scheduled to be
released Wednesday, October 13.
• The consumer price index in Canada rose by 4.1% in August compared with August 2020,
the fastest pace since March 2003, up from a 3.7% year-on-year gain in July. The increase
mainly stems from durable goods components such as vehicles and household furnishings, as
well as an accumulation of recent price pressures and from lower comparative price levels in
2020. Trimmed mean inflation, a measure of core inflation that excludes outliers from the
calculation, rose by 3.3% compared with a year earlier, up from 3.1% in July. Inflation trends in
Canada frequently mirror those of the United States, on a lagged basis, illustrated by higher
prices for auto parts in Canada recently amid other indications that price gains go beyond the
effects of energy prices. The CPI data release for September is scheduled for Wednesday,
October 20
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• Headline inflation in the euro area is likely to have reached 3.0% in August, according to an
August 31 flash estimate by the European Union’s statistical agency. The increase was partly driven
by a rise in energy prices, although underlying price pressures also increased. Core inflation, which
excludes volatile food and energy prices, was estimated at 1.6% compared with a year earlier,
higher than the 0.7% reading for July. Germany estimated that its headline inflation is likely to have
reached 3.9% in August, up from 3.8% in July, driven by higher energy prices. With persistent
shortages in industrial inputs and the potential for continued run-ups in energy prices, we foresee
euro area headline inflation peaking in a range of 3% to 3.5% over the second half of 2021. But 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 year-on-year calculations and input prices decelerate. We don’t expect as
large or as persistent an inflation overshoot in the euro area as in the United States, as accumulated
household savings are lower in Europe and inflation expectations are well-anchored below 2%. A
full reading of August inflation data for the euro area is scheduled for Friday, September 17.
• Headline inflation reached 3.2% in August in the United Kingdom compared with a year earlier,
following a 2% year-on-year rise in July. The U.K. Office for National Statistics noted in its data
release today, September 15, that the 1.2-percentage-point one-month increase was the largest in
the history of the series dating to 1997; it also said such a rise was likely to be temporary.
Underlying price pressures showed similar strength, with core inflation jumping to 3.1% compared
with a year earlier, from 1.8% in July. The Eat Out to Help Out scheme, which offered restaurant
discounts to support businesses emerging from COVID-19 lockdowns, helped drive the August
inflation increase. The faster price rises in August relative to July were expected, as July inflation
was constrained by comparisons to prices in July 2020, when the lifting of some COVID-19
restrictions accelerated price rises, limiting base effects. With the continued run-up in global
industrial prices, combined with the coming reversal of a value-added-tax cut this month and a
stronger consumer demand impulse, we expect headline and core inflation to peak around 4% and
3.5%, respectively, on year-on-year bases in the fourth quarter. We then expect both core and
headline inflation to ease over 2022 as these temporary factors unwind, both ending the year just
above 2%. September inflation data are scheduled to be released on Wednesday, October 20.
• The Consumer Price Index rose by 0.8% in Australia in the quarter ended June 30, and by 3.8%
compared with a year earlier, the latter largely attributable to base effects, or low year-earlier prices
particularly for energy near the outset of the COVID-19 pandemic. Trimmed mean CPI, a measure of
core inflation that excludes large, one-off price impacts, was 1.6% compared with a year earlier, up
from 1.1% in the quarter ended March 31. Vanguard expects that, given spare capacity in the
economy, core CPI will undershoot the RBA’s 2% target in 2021, ending the year around 1.6%.
Third-quarter inflation data is scheduled to be released on Wednesday, October 27.
• Growth in consumer prices continued to slow in China, with the Consumer Price Index rising
0.8% year-on-year in August, a third straight month of slowing gains. Compared with a month
earlier, consumer prices rose by just 0.1%. We expect full-year headline inflation in a range of 1% to
1.5%, well below China’s 3% target. Producer prices, meanwhile, surprised to the upside, rising
9.5% on a year-on-year basis and 0.7% compared with July, largely reflecting stronger demand for
commodities amid tight supply. Imports of coal and iron ore rose amid policy support for
infrastructure spending. We expect the pass-through from producer to consumer prices to remain
limited, with every 10% increase in producer prices raising headline CPI only by around 0.4
percentage points.
• Rising agricultural commodity prices are driving inflation in emerging markets. Food and
beverage prices rose 1.39% in August compared with July in Brazil, accounting for a third of an
overall 0.87% one-month inflation rate. Inflation was 9.7% compared with August 2020, higher than
the 8.9% year-on-year inflation in July. . We’re watching inflation in Southeast Asia for signs that
supply-chain issues may linger for longer than we had expected, which could feed inflation in
developed markets. Consumer price increases moderated for a fourth straight month in Mexico in
August compared with July, rising 5.59% from a year earlier.
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The July year-on-year increase had come in at 5.81%. Core inflation, however, which excludes
volatile food and energy prices, rose by 4.78% in August compared with a year earlier, a ninth
consecutive month of faster price appreciation. Mexico’s September inflation reading is scheduled
for Thursday, October 7.

Employment
• The labor market in the United States took a pause in July, with growth in job creation
slowing to a seven-month low of 235,000. Vanguard believes the number belies the strength in
the U.S. labor market, as these Strategic Communications talking points discuss. Three-month
average job growth stands at 750,000, and we anticipate average monthly job growth of around
700,000 for the rest of the year given businesses’ significant need for labor and as potential
workers face the imminent expiration of pandemic-related unemployment insurance benefits. The
U.S. September jobs report is scheduled to be released Friday, October 8.
• The unemployment rate in Canada fell to 7.1% in August from 7.5% in July, a third straight
monthly decline that is the lowest jobless rate since the onset of the pandemic. Employment grew
by 90,000, a third straight monthly increase, with accommodations and food services leading the
way. But the pace of job gains was slower than in both June and July. Vanguard believes that
Canada’s labor market could recover quickly as the year progresses given a steady pace of
vaccinations and as labor force participation, at a rate of 65.1% in August, has bounced back to
near pre-pandemic levels. We foresee Canada’s unemployment rate falling to a range around 6%
by year’s end. Canada’s September jobs report is scheduled to be released Friday, October 8.
• Unemployment in the euro area fell to 7.6% in July from a revised 7.8% in June on a
seasonally adjusted basis and from 8.4% in July 2020. Employment figures for August are
scheduled to be released Thursday, September 30. The unemployment rate in the United
Kingdom, meanwhile, fell to 4.6% in the three months to July, from 4.7% in June, the Office for
National Statistics reported Tuesday, September 14. The next unemployment reading is
scheduled to be released Tuesday, October 12.
• COVID-19 restrictions could mean a temporarily rising unemployment rate in Australia,
Vanguard believes. The August Labor Force survey reading, to be released tomorrow
(Thursday, September 16), could register an increase in unemployment from a rate of 4.6% in
July. We expect the unemployment rate to peak around 5.2% in October before gradually falling
to around 4.5% by the end of 2022.

U.S. government
funding
• Vanguard is watching two important developments in Washington related to U.S. government
funding. The government is required to authorize spending each fiscal year for the
approximately one-third of the federal budget that isn’t authorized automatically. When it
doesn’t do so, certain government operations must be shut down. Funding is set to expire on
September 30, the end of the current fiscal year. Congress additionally will soon need to raise
or suspend the U.S. debt ceiling. The administration is estimated to be able to pay the nation’s
debt obligations only until an unspecified date in October in the absence of a higher or
suspended debt ceiling. Vanguard believes that the likelihood of a default on U.S. debt
obligations is extremely low, but we’re watching closely given the magnitude of potential
consequences of such an event.
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Asset class return outlooks
• Vanguard’s 10-year annualized outlooks for equity and fixed income returns are unchanged since the
August 2021 economic and market update. The probabilistic return assumptions depend on market
conditions at the time of the running of the Vanguard Capital Markets Model® (VCMM) and, as such,
can change with each running over time.
• ISG updates these numbers quarterly. Projections based on the September 30, 2021, running of the
VCMM will be communicated through the November 2021 economic and market update.
• 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 0.5-point range around the 50th percentile for fixed income. Numbers in parentheses reflect
median volatility.

U.S. dollar investors

Mexican peso investors

Asset Classes

Return projection

Median volatility

Asset Classes

Return projection

Median volatility

U.S. equities

2.3%-4.3%

16.7%

Mexican equities

5.4%-7.4%

28.3%

5.1%-7.1%

18.7%

6.3%-8.3%

22.0%

2.9%-4.9%

18.9%

9.4%-11.4%

22.4%

U.S. growth

-0.6%-1.4%

17.7%

U.S. large-cap

2.2%-4.2%

16.3%

6.6%-7.6%

11.8%

U.S. small-cap

2.1%-4.1%

21.8%

U.S. REITs

2.2%-4.2%

19.3%

6.8%-7.8%

7.1%

1.3%-2.3%

4.5%

1.1%-2.1%

4.6%

1.2%-2.2%

3.8%

1.5%-2.5%

4.6%

1.9%-2.9%

10.4%

1.9%-2.9%

10.2%

U.S. TIPS

0.9%-1.9%

7.0%

U.S. cash

1.2%-2.2%

1.2%

U.S. inflation

1.4%-2.4%

2.3%

Global equities exU.S. (unhedged)
U.S. value

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

U.S. equities
(unhedged)
Global ex-U.S.
developed market
equities (unhedged)
Mexican
sovereign bonds
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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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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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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.

For institutional and sophisticated investors only. Not for public distribution.

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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