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Vanguard economic and market
outlook for 2024: Global summary

The global outlook summary highlights the top-level findings of Vanguard's full

economic and market outlook, to be distributed in mid-December.

Higher interest rates are here to stay. Even
after policy rates recede from their cyclical
peaks, in the decade ahead rates will settle at
a higher level than we've grown accustomed
to since the 2008 global financial crisis (GFC).
This development ushers in a return to sound
money, and the implications for the global
economy and financial markets will be
profound. Borrowing and savings behavior will
reset, capital will be allocated more judiciously,
and asset class return expectations will be
recalibrated. Vanguard believes that a higher
interest rate environment will serve investors
well in achieving their long-term financial
goals, but the transition may be bumpy.

Monetary policy will bare
its teeth in 2024

The global economy has proven more resilient
than we expected in 2023. This is partly
because monetary policy has not been as
restrictive as initially thought. Fundamental
changes to the global economy have pushed
up the neutral rate of interest—the rate at
which policy is neither expansionary nor
contractionary. Various other factors have
blunted the normal channels of monetary
policy transmission, including the U.S. fiscal
impulse from debt-financed pandemic
support and industrial policies, improved
household and corporate balance sheets,
and tight labor markets that have resulted
in real wage growth. In the U.S., our analysis
suggests that these offsets almost entirely
counteracted the impact of higher policy
interest rates. Outside the U.S., this dynamic
is less pronounced. Europe's predominantly
bank-based economy is already flirting with
recession, and China's rebound from the end
of COVID-19-related shutdowns has been
weaker than expected.

The U.S. exceptionalism is set to fade in
2024. We expect monetary policy to become
increasingly restrictive as inflation falls and
offsetting forces wane. The economy wiill
experience a mild downturn as a result. This
is necessary to finish the job of returning
inflation to target. However, there are risks to
this view. A “soft landing,” in which inflation
returns to target without recession, remains
possible, as does a recession that is further
delayed. In Europe, we expect anemic growth
as restrictive monetary and fiscal policy
lingers, while in China, we expect additional
policy stimulus to sustain economic recovery
amid increasing external and structural
headwinds.

Zero rates are yesterday's news

Barring an immediate 1990s-style
productivity boom, a recession is likely a
necessary condition to bring down the rate
of inflation, through weakening demand for
labor and slower wage growth. As central
banks feel more confident in inflation's path
toward targets, we expect they will start to
cut policy rates in the second half of 2024.

That said, we expect policy rates to settle

at a higher level compared with after the
GFC and during the COVID-19 pandemic.
Vanguard research has found that the
equilibrium level of the real interest rate,

also known as r-star or r*, has increased,
driven primarily by demographics, long-term
productivity growth, and higher structural
fiscal deficits. This higher interest rate
environment will last not months, but years.
It is a structural shift that will endure beyond
the next business cycle and, in our view, is the
single most important financial development
since the GFC.
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Vanguard's 2024 economic forecasts

GDP growth Unemployment rate Core inflation Monetary policy
2024 2024 2024

Country/ Year-end Year-end Neutral
region Vanguard Consensus  Trend Vanguard Consensus NAIRU  Vanguard Consensus 2023 2024 rate
u.s. 0.5% 0.8% 1.8% 4.8% 44% 3.5%-4% 2.5% 2.5%  55%-575% 4%-4.5% 3%-3.5%
Euroarea 0.5%-1% 0.8% 1.2% 7%-7.5% 6.8% 6.5%-7% 2.1% 2.5% 4% 3.25%  2%-2.5%
U.K. 0.5%-1% 0.4% 1% 4.5%-5% 4.8% 3.5%-4% 2.8% N/A 5.25% 425%  3%-3.5%
China 4.5%-5% 4.5% 41% 4.8% 5% 5% 1%-1.5% N/A 23%-2.4% 22%  45%-5%

Notes: Forecasts are as of November 14, 2023. For the U.S., GDP growth is defined
regions, GDP growth is defined as the annual change in GDP in the forecast year col

as the year-over-year change in fourth-quarter GDP. For all other countries/
mpared with the previous year. Unemployment forecasts are the average for

the fourth quarter of 2024. NAIRU is the non-accelerating inflation rate of unemployment, a measure of labor market equilibrium. Core inflation excludes volatile

food and energy prices. For the U.S., euro area, and U.K., core inflation is defined as
year. For Ching, core inflation is defined as the average annual change compared wi

the year-over-year change in the fourth quarter compared with the previous
th the previous year. For the U.S., core inflation is based on the core Personal

Consumption Expenditures Index. For all other countries/regions, core inflation is based on the core Consumer Price Index. The neutral rate is the equilibrium policy
rate at which no easing or tightening pressures are being placed upon an economy or its financial markets.

Source: Vanguard.

A return to sound money

For households and businesses, higher interest
rates will limit borrowing, increase the cost of
capital, and encourage saving. For governments,
higher rates will force a reassessment of fiscal
outlooks sooner rather than later. The vicious
circle of rising deficits and higher interest rates
will accelerate concerns about fiscal sustainability.
Vanguard's research suggests the window for
governments to act on this is closing fast—it is
an issue that must be tackled by this generation,
not the next.

For well-diversified investors, the permanence
of higher real interest rates is a welcome
development. It provides a solid foundation for
long-term risk-adjusted returns. However, as the
transition to higher rates is not yet complete,
near-term financial market volatility is likely to
remain elevated.

Bonds are back!

Global bond markets have repriced significantly
over the last two years because of the transition
to the new era of higher rates. In our view, bond
valuations are now close to fair, with higher
long-term rates more aligned with secularly
higher neutral rates. Meanwhile, term premia
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have increased as well, driven by elevated
inflation and fiscal and monetary outlook
uncertainty.

Despite the potential for near-term volatility,

we believe this rise in interest rates is the single
best economic and financial development in

20 years for long-term investors. Our bond
return expectations have increased substantially.
We now expect U.S. bonds to return a nominal
annualized 4.8%-5.8% over the next decade,
compared with the 1.5%-2.5% annualized returns
we expected before the rate-hiking cycle began.
Similarly, for international bonds, we expect
annualized returns of 4.7%-5.7% over the next
decade, compared with a forecast of 1.3%-2.3%
when policy rates were low or, in some cases,
negative.

If reinvested, the income component of bond
returns at this level of rates will eventually more
than offset the capital losses experienced over
the last two years. By the end of the decade,
bond portfolio values are expected to be higher
than if rates had not increased in the first place.

Similarly, the case for the 60/40 portfolio is
stronger than in recent memory. Long-term
investors in balanced portfolios have seen a
dramatic rise in the probability of achieving



a 10-year annualized return of at least 7%, the
post-1990 average, from an 8% likelihood in 2021
to 40% today.

Moving up the risk spectrum, credit valuations
appear fair in the investment-grade space but
relatively rich in high-yield. What's more, the
growing likelihood of recession and declining
profit margins skew the risks toward wider
spreads.

Higher rates leave equities overvalued

A higher-rate environment depresses asset price
valuations across global markets while squeezing
profit margins as corporations find it more
expensive to issue and refinance debt.

Valuations are most stretched in the U.S. As

a result, we have downgraded our U.S. equity
return expectations to an annualized 4.2%-6.2%
over the next 10 years from 4.4%-6.4% heading
into 2023. Within the U.S. market, value stocks
are more attractive than they have been since
late 2021, and small-capitalization stocks also
appear attractive for the long term.

U.S. equities have continued to outperform

their international peers. The key drivers of this
performance gap over the last two years have
been valuation expansion and U.S. dollar strength
beyond our fair-value estimates, both of which
are likely to reverse. Indeed, our Vanguard Capital
Markets Model® (VCMM) projections suggest an
increasing likelihood of greater opportunities
outside the U.S. from a U.S. dollar investor's
perspective. We project 10-year annualized
returns of 7.0%-9.0% for non-U.S. developed
markets and 6.6%-8.6% for emerging markets.

The global equity risk premium that emerges
from current stock and bond market valuations
is the lowest since the 1999-2009 “lost decade.”
The spread between global equity and global
bond returns is expected to be O to 2 percentage
points annualized over the next 10 years. In
contrast to the last decade, we expect return
outcomes for diversified investors to be more
balanced. For those with an appropriate risk
tolerance, a more defensive risk posture may

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

be appropriate given higher expected fixed
income returns and an equity market that is yet
to fully reflect the implications of the return to
sound money.

IMPORTANT: The projections and other
information generated by the VCMM 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 VCMM are derived from 10,000 simulations
for each modeled asset class. Simulations as of
September 30, 2023. Results from the model may
vary with each use and over time. For more
information, please see the Notes section.

Notes:

All investing is subject to risk, including the
possible loss of the money you invest. Be aware
that fluctuations in the financial markets and
other factors may cause declines in the value of
your account. There is no guarantee that any
particular asset allocation or mix of funds will
meet your investment objectives or provide you
with a given level of income. Diversification does
not ensure a profit or protect against a loss.

Investments in bonds are subject to interest rate,
credit, and inflation risk.

Investments in stocks and bonds issued by non-
U.S. companies are subject to risks including
country/regional risk and currency risk. These
risks are especially high in emerging markets.

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 reflect 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. Future returns may
behave differently from the historical patterns
captured in the VCMM. More important, the



VCMM may be underestimating extreme

bearing different types of systematic risk (beta).

negative scenarios unobserved in the historical At the core of the model are estimates of the
period on which the model estimation is based. dynamic statistical relationship between risk
factors and asset returns, obtained from

The Vanguard Capital Markets Model® is a

statistical analysis based on available monthly

proprietary financial simulation tool developed financial and economic data from as early as

and maintained by Vanguard's primary
investment research and advice teams. The

1960. Using a system of estimated equations,
the model then applies a Monte Carlo simulation

model forecasts distributions of future returns method to project the estimated interrelationships
for a wide array of broad asset classes. Those among risk factors and asset classes as well as
asset classes include U.S. and international equity uncertainty and randomness over time. The model
markets, several maturities of the U.S. Treasury generates a large set of simulated outcomes

and corporate fixed income markets, international for each asset class over several time horizons.

fixed income markets, U.S. money markets,

Forecasts are obtained by computing measures

commodities, and certain alternative investment of central tendency in these simulations. Results

strategies. The theoretical and empirical

Model is that the returns of various asset classes
reflect the compensation investors require for
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Important Information

VIGM, S.A. de C.V. Asesor en Inversiones Independiente (“Vanguard
Mexico") registration number: 30119-001-(14831)-19/09/2018. The
registration of Vanguard Mexico before the Comision 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 Inversién 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 aoffiliates and such aoffiliates 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.
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THESE MATERIALS ARE PROVIDED 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 MESSAGE WAS SENT BY VANGUARD SPECIFICALLY TO ITS
RECIPIENT AND CONTAINS HIGHLY CONFIDENTIAL INFORMATION,
WHICH SHALL NOT BE REPRODUCED OR TRANSMITTED TO ANY
THIRD PARTIES WITHOUT VANGUARD'S PRIOR AND WRITTEN
CONSENT. THE CONTENTS OF THIS MESSAGE SHALL NOT BE
UNDERSTOOD AS AN OFFER OR SOLICITATION TO BUY OR SELL
SECURITIES IN BRAZIL.

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 (Comisién 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 cardcter general No. 336 de la
Comisién 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 Comisiéon para el
Mercado Financiero, por lo que tales valores no estdn sujetos a la
fiscalizacién de ésta. Por tratarse de valores no inscritos, no existe la
obligacién por parte del emisor de entregar en Chile informacién
pUblica respecto de esos valores. Los valores no podrdn ser objeto de
oferta publica 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 Comisién para el Mercado Financiero,
por lo que no se encuentra sometido a la fiscalizacién de la Comision
para el Mercado financiero ni a las obligaciones de informacion
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 | 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 Publico 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 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 Mexico does not intend, and is not licensed or registered, to
conduct business in, from or within the Cayman lIslands, 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 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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Vanguard represents and agrees that it has not offered or sold, and
will not offer or sell, any ETFs or Mutual Funds to the public in Uruguay,
except in circumstances which do not constitute a public offering or
distribution under Uruguayan laws and regulations. Neither Vanguard
ETFs or Mutual Funds nor issuer are or will be registered with the
Superintendency of Financial Services of the Central Bank of Uruguay
to be publicly offered in Uruguay.

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.
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