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Portfolio Trends among Mexican Intermediary Clients

What we do
At Vanguard, we are deeply committed to empowering our clients and giving them the best
chance for investment success. As part of this mission, we are providing intermediary clients
in Mexico with insights on how their peers are constructing portfolios based on our Portfolio
Consulting Client engagements. The peers assessed included asset managers, registered
investment advisors and private banks, all based in Mexico. The current allocations were
provided by our clients before our portfolio consulting engagements for the 2022 calendar year.

Our goal
Our Portfolio Consulting service strives to help our clients achieve better investment outcomes.
We analyze client portfolios to assess potential opportunities and risks, uncover hidden biases
and discuss portfolio construction and implementation considerations to help them achieve
their investment objectives.

What to expect
In this article, we highlight and dissect some of the major portfolio construction trends we
witnessed in the portfolios we analyzed, and provide insights on portfolio construction best
practices. Although our clients´business models vary and we cannot group all intermediary
clients homogeneously, understanding some of these trends and insights may help you
better manage your client portfolios.
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In this article we highlighted some of the major trends among 
intermediary investors in Mexico. Chief among them are a preference 
for global equity over Mexican equity. We also observed that clients 
were avoiding duration risk and changing the strategic asset allocation to 
increase exposure to equities. We also shared some insights on current 
portfolio construction trends and highlighted some best practices for our 

Executive Summary
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clients to help them achieve better outcomes and avoid taking 
unnecessary risks. At Vanguard we are committed to helping clients 
successfully reach their goals. Please reach out to your sales contact 
in Mexico if you are interested in a portfolio consultation. Our 
consultants can identify unintended biases and risks in a portfolio 
and work with you to determine potential solutions.

Note: The anchor points for the above categories are based on the FTSE All World Index for global equity categories and Bloomberg-Barclays Global Aggregate Index for global fixed income 
categories; for Mexican Equities and Bonds, we used optimal allocations for Mexican Investors based on Vanguard’s historical returns analysis.

Market Weight
Mexican client preference
(Overweight = +)
(Underweight = -)

U.S. Equities 58.9% =

U.S. Growth 36.7% -

U.S. Value 35.3% +

Small Caps 5.3% +

Duration
(Global Aggregate Average) 7.58 years -

Average Credit Quality 
(Global Aggregate) A -

Gov. and gov. related Bonds
(% in Global Aggregate) 66% -

Mexican equities 
(Optimal Home-Bias) 20% -

Mexican bonds 
(Optimal Home-Bias) 75% -

Key PortfolioTrends Summary
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Vanguard’s principles for investment success recommend that our
clients focus on investment factors within their control, set clear and
appropriate investment goals, develop an appropriate strategic asset
allocation, minimize costs, and maintain discipline over the long term.

We recommend our clients to adhere to a strategic asset allocation that
aligns to their long-term goals, and to not adjust it based on short-term
market trends.

During conversations with clients, we have observed that some of
them do not have an appropriately defined strategic asset allocation,
including clearly defined investment limits which dictate their dynamic
asset allocation policy.

Portfolio Construction

According to Vanguard research, the strategic asset allocation is
responsible for approximately 90% of the variability of returns,
making it the most important investment decision one can make to
help achieve its long-term goals. Having a clearly defined strategic
asset allocation and investment policy is of paramount importance for
investment success.

We have continued to observe that select clients, despite a significantly
improved outlook for fixed income, permanently adjust or consider
modifying their strategic asset allocation more towards equities to
achieve their desired outcome. During 2022, 60/40 portfolios had a 5%
overweight to equities and within the fixed income sleeve we’ve seen an
allocation of 25% to cash.

Vanguardʼs Principles for Investing Success

An appropriate investment goal should be measurable and attainable 

Success should not depend upon outsize investment return

Develop a suitable asset allocation using broadly diversified funds 

Have realistic return assumptions, not hopes

Higher costs can significantly depress portfolios’ growth over time

The lower the costs, the greater the share of an investment’s return, 
and the greater the impact of compounding

Enforce an asset allocation through periodic rebalancing to help 
manage portfolio risk

Spontaneous departures from such an asset allocation can be costly

Balance

Costs

Discipline

Goals

Source: Vanguard
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Equity Home Bias
A common preference within the equity portion is a low allocation or
home-bias to Mexican equities. Investors prefer global portfolios due to
local political and economic concerns. We believe that Mexican investors
seeking to take advantage of diversification benefits from a global
portfolio can still balance a strategic allocation to local securities larger
than the weighted global market capitalization for Mexico. Our research

shows risk reduction for portfolios with a 10-30% Mexico equity home 
bias, although this can vary based on individual portfolio objectives.

In the portfolios assessed for 2022, we found a small home bias for
Mexican equities. Mexican equities comprise 0.3% of global market cap
and portfolios on average had a 2% allocation to Mexican equities.

Equity Trends
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11.0%

10.5%

10.0%

9.5%
12% 13% 14% 15% 16% 17%

Average annual standard deviation

19%18% 20%

100% Mexico Equity

100% Global Equity

During the assessed time period between 1999-2020, a 10%–30% 
allocation to Mexican equities resulted in the strongest risk-reduction

Source: Morningstar Global Equity: FTSE All World Index TR USD (converted to MXN at spot rates) Mexico Equity: S&P/BMV IRT Index TR MXN
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Vanguard has developed its own Vanguard Capital Markets Model®
(VCMM), to incorporate a rigorous and thoughtful forecasting
framework to aid in making portfolio construction decisions. Currently,

Geographic Allocation
In terms of geographic allocation, in 2021 we had seen clients tilt their 
portfolios significantly towards US equities, often averaging 
70-80% of total equity portfolio allocation. In 2022, on average,
our clients had 61% allocated to US equities, marginally more than
its market capitalization weight of 59%. US equities is an asset class
that has significantly outpaced other major equity regions since the
global financial crisis.

“Treat history with the respect it deserves,"
the late Vanguard founder John C. "Jack" Bogle said. 
"Neither too much nor too little.”

VCMM conveys that the last decade of U.S. outperformance is likely
sowing the seeds for the next decade of underperformance; the
valuation-driven outperformance in the U.S. is unsustainable. The
valuation reversion component of our outlook has narrowed since
the original publication of this work. That is largely due to the rise in
developed market ex-U.S. valuations in 2022 and the more recent decline
in U.S. valuations. U.S. companies will need to realize rich earnings in
the years ahead for recent investor optimism to be similarly rewarded.
Therefore, we caution our clients not to over allocate to US equities
simply because the asset class has done well over the last decade.

VCMM projects U.S. equities to have relatively lower returns in US dollar
terms. Our 10-year annualized, nominal return projection, ranges
between 4.4-6.4% for US equities and between 6.7% - 8.7% for Global
equities ex-US. The figures are based on a 1.0-point range around the
rounded 50th percentile of the distribution of return outcomes.

IMPORTANT: The project ions and ot her informat ion generat ed by t he VCMM regarding t he likelihood of various invest ment out comes are hypot het ical in nat ure, do not reflect act ual  invest ment result s, and are not 
guarant ees of fut ure result s. Dist ribut ion of ret urn out comes from VCMM are derived from 10 ,0 0 0  simulat ions for each modeled asset class. Simulat ions as of December 31, 20 22. Result s from t he model may vary wit h 
each use and over t ime. For more informat ion, please see t he “Import ant informat ion” sect ion.
Not es: Forward-looking return estimates are from the VCMM, as of December 31, 2022, for the period January 1, 2023, through December 31, 2032. The U.S. equity return is represented by the MSCI USA Index return; the international 
equity return is represented by the MSCI ACWI ex USA Index return. Returns do not take into account management fees and expenses, nor do they reflect the effect of taxes. Returns do reflect reinvestment of dividends and capital 
gains. The two end bars representing U.S. and international expected returns are median expectations. As a result, this comparison does not account for the correlation between U.S. and international equities. The sum of 
the individual bars in the middle may not equal the difference between the two end bars because of rounding.

Source: Vanguard calculations, based on data from Refinitiv and Global Financial Data.

We expect International equities to outperform U.S. equities by about 2.3% per year
Currency and dividends are expected to drive most of the excess returns internationally over the next 10 years

Valuation 
Index  
expansion

Earnings
growth

Dividend
yield

MSCI ACWI ex
USA Index return
(2023-2032)

Foreign
exchange

Annualized
percentreturn

Valuation
expansion

Earnings
growth

Dividend
yield

Foreign
exchange
return

Total
return

USA –1.30% 5.0% 1.8% — 5.4%

ACWI ex
USA –0.80% 4.3% 3.2% 1.1% 7.7%

5 . 4 %

7.7%

1.4%
1.1%

-0.7%0.5%
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Equity Style Factor
We have observed that clients have moved away from an overallocation
to the growth factor in 2022. On average, clients hold a 34% allocation
to the growth factor, relative to 36% allocation in a global market-
cap weighted portfolio. Over the last 10 years, U.S. growth stocks
outperformed U.S. value stocks by an average of 2.86% per year.
Vanguard’s research suggests that the low interest rate and high-
growth environment, coupled with subdued inflation, explains some of
the growth stock’s decade long boom. As the discount rate has risen due
to a rise in inflation and higher Fed funds rate, the value of nearer term
cash flows has risen and that has been a tailwind for value stocks. Growth

stocks’ valuations are still stretched despite their 2022 selloff, 
allowing room for value to continue its outperformance. We have also 
noticed clients holding almost 6% in small cap firms, slightly higher 
than their market cap of 5%. Vanguard projects a slight positive 
return to small-cap over large-cap in the next decade given small-cap 
is undervalued while large-cap is slightly overvalued relative to the U.S. 
broad market.

Based on our fair-value model, we expect value to slightly outperform 
growth over the next 10-year period. We also expect small-caps to 
outperform large caps marginally (refer to page 16 ).

Further gains to value are likely to come from higher rates and trend inflation

Notes: The valuation ratio is projected based on a vector error correction model and using a five-lag vector autoregression model to project the systematic drivers. The arrow signifies that we expect the actual 
ratio to converge to our estimate of fair value.
Sources: Vanguard calculations, based on data from FactSet, the U.S. Bureau of Labor Statistics, the Federal Reserve Board, Refinitiv, and Global Financial Data, as of November 30, 2022.

2 https://www.im.natixis.com/resources/esg-investing-survey-2019

8For institutional and sophisticated investors only. Not for public distribution.

http://www.im.natixis.com/resources/esg-investing-survey-2019


Thematic Investments
We have also seen a lower preference for thematic ETFs in 2022 
versus 2021. Overall, less than 5% of the portfolios were comprised 
of these investments. These investments are characterized as less 
diversified exposures in specialized growth oriented sub-asset classes 
that may be dependent on the materialization of a few unpredictable 
events. Some of the most popular exposures include cybersecurity 
and clean energy. We have not seen any allocations to cryptocurrency. 
The trend towards thematic investments has been lower in 2022 in 
comparison to 2021.

These ETFs in particular carry a high degree of concentration risk, 
with a smaller-cap bias and higher relative valuations. This can 
result in higher volatility for clients, and liquidity concerns during risk-
off events. While some thematic investments may have done well 
in the recent past, performance leadership is quick to change, and a 
portfolio that diversifies across markets is less vulnerable to the 
impact of significant swings in performance by any one segment. 
Thematic investments can add volatility to the portfolio and has the 
potential to dampen future portfolio returns as they tend to be 
concentrated within one asset class.

ESG Investments
In 2021 we observed that Mexican investors showed an increased 
interest in allocating to environmental, social, and governance 
(ESG) products to help satisfy their personal investment values 
towards sustainable investments. Asset managers had a higher 
tendency to incorporate ESG in their portfolios than Registered 
Investment Advisors.

However, ESG equity investments overall have a tilt to the growth factor 
and given that factor was out of favor amid rising rates in 2022, 
that negatively impacted interest in ESG investments.

When exploring ESG funds and ETFs, we advise our client to focus on 
diversification, low-cost and conduct thorough due diligence on the 
fund manager firm, its people, the fund’s philosophy and the investment 
process.

2 https://www.spglobal.com/marketintelligence/en/mi/research-analysis/esg-and-exclusionary-policies-affecting-latin-america-.html
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Source: Calculations based on data from Morningstar

ESG funds produce mixed risk and return results versus the broad
market

Vanguard’s Investment Strategy team looked at ESG mutual funds and ETFs
focused on U.S.-listed stocks and investigated differences in their gross
returns and volatility (standard deviation of returns) over a 15-year period
compared with the FTSE USA All Cap Index. Overall, our findings suggest
that ESG funds have neither systematically higher nor systematically lower
raw returns or risk than the broader market. Therefore, we do not believe
there is a performance price for ESG investing.

For institutional and sophisticated investors only. Not for public distribution.
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Credit Quality Exposure
A fixed income trend we have observed is clients' preference to allocate
to below-investment grade bonds, similar to what they did in 2021. The
average allocation to high yield in 2022 was 16%. At Vanguard, we
believe that investment-grade and treasury bonds provide a strong
ballast to equities. High yield has a strong correlation to equities, and
we believe that high yield should generally be funded from the equity
component of the asset mix as it exhibits more similarities with equities
from a correlation and risk standpoint.

We also observed that our clients have slightly more exposure to corporate
bonds than treasuries. Government and government related bonds
comprise approximately 66% of the global bond market, and the average
portfolio had 47% in government bonds. In 2022, clients increased
exposure to government bonds as interest rate rose in most regions.
Despite their lower yields, high-quality government bonds provide
superior protection to portfolios against equity drawdowns. If over-
allocated to corporate bonds, consider maintaining credit quality to
maintain adequate diversification at the portfolio level.

Past performance is no guarantee of future returns. The performance of an index is not an exact representation of any particular investment, as you cannot invest in an index. 
Sources: Vanguard calculations based on data from Bloomberg Barclays, MSCI, FTSE, CRSP, ICE BAML, S&P and Dow Jones
Not es: U.S. stocks represented by Dow Jones U.S. Total Stock Market Index (formerly known as the Dow Jones Wilshire 5000 Index) through April 22, 2005; MSCI US Broad Market Index through June 2, 2013; annd CRSP U.S. Total Market Index 
thereafter. International equities represented by Total International Composite Index through August 31, 2006; MSCI EAFE + Emerging Markets Index through December 15, 2010; MSCI ACWI ex USA IMI Index through June 2, 2013; and FTSE 
Global All Cap ex U.S. Index thereafter. REITS represented by Dow Jones U.S. Select REIT Index. High Yield bonds represented by Bloomberg Barclays U.S: Corp High Yield Index. Commodities represented by Bloomberg Commodity Index TR. 
EM bonds represented by JP Morgan EMBI Global Diversified Index. Corporate bonds represented by Bloomberg Barclays US Corporate Bond Index. Unhedged Non-U.S. bonds represented by Bloomberg Barclays Global Agg Index ex USD. 
Hedged non-U.S. bonds represented by Bloomberg Barclays Global Agg Index Hedged USD. Muni bonds represented by Bloomberg Barclays Municipal Bond Index. TIPS represented by Bloomberg Barclays U.S. Treasury Inflation Protected Index. 
Treasury bonds represented by ICE BofAML U.S. Treasury Index. Unhedged non-U.S. bond data starts in January of 1990, Hedged non-U.S. bond data begins in February of 1990, Unhedged emerging market bond data begins in January of 
1994, U.S. corporate bond index data begins in January of 1989. TIPS data begins March of 1997. All data is through December 31, 2022.

Bonds provide ballast in an equity bear market

Median return of various asset classes during the worst decile of monthly equity returns 1988 - 2022

Fixed Income Trends
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Duration Exposure
An additional trend we have observed is towards shorter duration 
allocations, typically between 0-5 year duration, higher than 0-3 year 
duration in 2021.

Duration exposure produced negative returns in 2022 and bonds didn’t 
provide the ballast to equities that investors are used to. However, we 
advice our client to be disciplined and not focus on short-term stock/bond 
correlations. 

As we see in the chart below, the market and professional investors 
alike have generally not been successful in timing duration. The 
effective rate is the actual U.S. funds rate whereas the forward rate is 
what the market predicted. As you will observe, the divergence is 
significant. In fact, Vanguard’s Oversight and Manager 
Research (OMR) found that fixed income managers who 
focused predominantly on duration-focused strategies were 
associated with lower realized alpha.

Making the right call on rates has proven difficult 
U.S. federal funds effective rate and forward rates

Notes: Monthly data are from January 31, 2008, to February 28, 2022. The federal funds effective rate is annualized. Forward rates are based on futures contracts with tenor up to two 
years. Sources: Bloomberg

For institutional and sophisticated investors only. Not for public distribution. 11



Duration Exposure (continued)
We also advise our clients to focus on longer-term stock/bond correlation.
As evident in the chart below, stock and bond returns have at times moved
in the same direction in the short term and thus have been positively
correlated. But these positive correlations have happened for relatively
brief periods. The 60-day rolling correlation is erratic. It has moved positive
and negative since 1999. The pre-1999 period going back to 1992 had
high inflation. However, the 24-month rolling correlation has almost
always been negative thus providing good diversification benefits. As
with any investment performance, looking solely at short periods will tell
you only so much. We expect the pattern of longer-term correlations to
remain negative.

12

The average client portfolio duration for 2022 was 3.48 years and our
clients generally had a risk aversion towards intermediate-long duration.
This preference mainly stems from client fears of rising rates and
client preference for little or no volatility from the fixed income sleeve.
However, in the context of a total portfolio, taking on duration risk can
result in significant diversification benefits, particularly during periods
of market stress.

Notes: Long-term stock/bond correlations were largely positive during much of the 1990s but have mostly been negative since about 2000. It is not uncommon for the correlation to turn positive over 
the shorter term, but this has not altered the longer-term negative relationship..
Source: Vanguard, based on data from Refinitiv from January 1, 1990, through July 26, 2021. Data appear on chart only at the start of 1992 to reflect the end of the first 24-month rolling correlation.
Past performance is no guarantee of future returns.

The important point is that credit risk and equity risk are generally
positively correlated whereas duration risk and equity risk tend to have
a negative correlation and thus dampen risk.

In an attempt to avoid duration, we have also continued to witness a bias
towards floating-rate bonds. Some considerations worth highlighting
are that floating-rate bonds tend to be less liquid (they account for ~4%
of the US corporate bond universe), which can be evidenced in times of
market stress. During March 2020, some floating-rate bond ETFs traded
at a max discount to NAV of 12.3%, compared to 5.5% for short-term
corporate bonds. Adding to the risks of floating-rate bonds is the fact
that ETFs with such exposures tend to have higher concentration in the
financial sector (~53% of the index), making it difficult to get sufficient
sector diversification which will likely be beneficial during periods of
market volatility.

Short-term trends can vary; long-term positive or negative correlations can last decades

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



Home Bias
For local portfolios in MXN, we have seen a moderate bias of 7% toward
local fixed income; however, we have witnessed a growing trend in
diversifying towards global (ex-Mexico) fixed income. As part of this
trend towards global fixed income, clients have noted the benefits of
currency hedging to eliminate unnecessary currency volatility from
international fixed income investing.

MXN-hedged fixed income ETFs have grown in popularity. They can help
clients diversify local sovereign risk, while still earning local-like returns.
While unique investor objectives and circumstances should dictate the
level of home bias, from a historical risk and return period over the last
20 years, we have observed risk-reduction from allocating 60-90% in
Mexican sovereign bonds.

During the assessed time period, between 2001-2020, a 60%–90% 
allocation to Mexican sovereign bonds resulted in risk-reduction
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Source: Morningstar. For Global Bonds, the Bloomberg Barclays Global Aggregate TR (converted to MXN at spot rates) was used and for Mexico Bonds the S&P/BMV 
Sovereign MBONOS Bond 24 TR MXN Index
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Portfolio Implementation

Active vs. Passive
In the portfolios we analyzed, we witnessed several actively managed
portfolios that used passive products such as ETFs for international
exposure within equities and fixed income. The reverse is true for local
asset classes, Mexican equities and fixed income, where we observed
a strong preference for stock and bond picking. This can be mainly
attributed to manager skill and local knowledge of Mexican equity and

Fund Structure – US-domiciled vs. UCITS
In terms of fund structure, many of our clients have a split between
US-domiciled ETFs and UCITS ETFs. In our portfolio consulting
engagements, we have generally seen clients moving away from
US-domiciled ETFs and toward UCITS ETFs although the absolute
percentage split between the two structures is about 60/40 in favor of
US-domiciled ETFs. UCITS generally provide a stronger tax advantage,

fixed income markets, along with the tax advantages from using passive
exposure for international allocations. At Vanguard we employ a model
four key variables — gross alpha expectation, cost, active risk3, active
risk tolerance4 — to establish active and passive investment allocation
targets for a range of investor types.

3 The uncertainty of future manager performance
4 Active risk tolerance is defined as the willingness with which an investor would take on active risk in return for an uncertain benefit of positive alpha.

given that they do not face withholding tax, which can be as high as
30%, on fund-level distributions. They also have the ability to accumulate
income and defer gains until the sale of shares. However, the decision to
use UCITS ETFs from a tax-efficiency perspective must also be weighed
against the total cost of ownership, including the ETF management fees
and trading costs, along with client preferences.

Source: Vanguard

Characteristics leading to a higher passive allocation Characteristics leading to a higher active allocation

Gross alpha expectation

Cost of active management

Level of active risk

Level of risk tolerance

Low/negative High/positive

Lower

Lower

Higher

Higher

Higher

Lower
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Number of Holdings
Our portfolio consulting clients have had a wide dispersion in the
number of holdings such as ETFs, Funds and underlying securities they
hold. Overall, the tendency has been to have a large number of holdings,
some of which have a very low weight, often lower than 1%. Some of
the benefits of reducing the number of holdings include operational
efficiency, increased transparency, having a better understanding of
portfolio exposures, reducing the variability of outcomes, lower trading
costs and improved portfolio stability.

A potential approach that provides a high degree of diversification, while
still employing active management, could involve using a core/satellite
approach. The core leverages low-cost, diversified global building blocks,
and the satellite would include the client’s active bets to implement their
own investment views within the portfolio.

The result can lead to a reduced variability of outcomes, lower costs, and
portfolio implementation benefits.

Asset Manager Concentration
We have noticed a number of our clients invest a high proportion of their
assets with one or few asset managers. Although this approach is not
inherently wrong, from a practice management standpoint manager
diversification provides several advantages. Working with various asset
managers can increase diversity of perspectives on the market, and
provide clients access to varied thought leadership and support in the
form of portfolio consulting and product implementation.

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



For institutional and sophisticated investors only. Not for public distribution. 16

Equity 10 Year Forecasts in USD
Nominal
Distribution of geometric returns as of December 2022

The Vanguard Capital Markets Model®(VCMM)5 is a powerful forecasting tool used for setting reasonable investment return expectations and 
evaluating the risk-and-return trade-offs inherent in portfolio decisions. 

The model presents a potential range of portfolio return outcomes and the probabilities of achieving return objectives or realizing downside-risk 
events across global asset classes. Our model provides you guidance on portfolio implementation.

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 December 31, 2022. Results from the model may vary with each 
use and over time. For more information, see the Notes section.
Source: Vanguard Group
* The figures are based on a 1.0 - point range around the rounded 50th percentile of the distribution of return outcomes.
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Fixed Income 10 Year Forecast in USD
Nominal
Distribution of geometric returns as of December 2022

The Vanguard Capital Markets Model®(VCMM) is a powerful forecasting tool used for setting reasonable investment return expectations and 
evaluating the risk-and-return trade-offs inherent in portfolio decisions. 

The model presents a potential range of portfolio return outcomes and the probabilities of achieving return objectives or realizing downside-
risk events across global asset classes. Our model provides you guidance on portfolio implementation.

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 December 31, 2022. Results from the model may vary with 
each use and over time. For more information, see the Notes section.
Source: Vanguard Group
* The figures are based on a 1.0 - point range around the rounded 50th percentile of the distribution of return outcomes.



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 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 recipient.

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/institutional/products/
en/list/overview 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.

ETFs 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 applies 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 large-
company 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 getting professional 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 the recipient’s 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
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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.

PROVIDED AT THE REQUEST OF AND FOR THE EXCLUSIVE USE OF THE
RECIPIENT. THE CONTENTS OF THIS DOCUMENT 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 THIS DOCUMENT TO INVEST IN SECURITIES
DESCRIBED HEREIN.

This document is provided at the request of and for the exclusive use of the
recipient and 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 financial products described herein are 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 such products
privately to its Colombian clients.

The distribution of this material and the offering of securities 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 securities to inform themselves
of, and to observe, all applicable laws and regulations of any relevant jurisdiction.
Prospective applicants for securities 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 car cter general No. 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.

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 (the “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.

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

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 financial products describe 
herein are 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.

Data provided by Morningstar is property of Morningstar and Morningstar’s data 
providers and it should therefore not be copied or distributed. Morningstar and 
its data providers are not responsible for any certification or representation with 
respect to data validity, certainty, or accuracy and are therefore not responsible 
for any losses derived from the use of such information.

“Bloomberg® and Bloomberg-Barclays Global Aggregate Index, Bloomberg 
Barclays U.S. Corp High Yield Index, Bloomberg Commodity Index TR, Bloomberg 
Barcalys US Corporate Bond Index, Bloomberg Barclays Global Agg Index ex USD, 
Bloomberg Barclays Global Agg Index Hedged USD, Bloomberg Barclays Municipal 
Bond Index, Bloomberg Barclays U.S. Treasury Inflation Protected Index are 
service marks of Bloomberg Finance LP and its affiliates, including Bloomberg 
Index Services Limited (“BISL”), the administrator of the index (collectively, 
“Bloomberg”) and have been licensed for use for certain purposes by Vanguard. 

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 described 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 financial 
products described herein in Bermuda to persons in Bermuda may be deemed to 
be carrying on business in Bermuda.

Vanguard does not intend, 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 described 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 
nonresident 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 solicitationor 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 
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