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The rebalancing edge: Optimizing 
target-date fund rebalancing  
through threshold-based strategies

● Target-date funds (TDFs) are professionally managed multiasset portfolios
designed to have a suitable amount of growth assets and defensive assets for
investors saving for retirement. TDFs can differ in various dimensions such as
glide-path construction, sub-asset allocation, and rebalancing methodology.

● In this paper we focus on rebalancing approaches—monthly, quarterly, and
threshold-based—commonly used by TDF providers. We propose an optimal
rebalancing policy that is focused on helping improve long-term investor
outcomes by balancing the tradeoff between transaction costs and deviation
from the target asset allocation over time.

● For a 60% stock/40% bond portfolio (a “60/40” portfolio), Vanguard’s threshold-
based rebalancing methodology is expected to generate higher annual returns
relative to calendar-based rebalancing approaches due to reduced transaction
costs. Similarly, allocation deviations over a 1-year period are lower for threshold-
based rebalancing compared with calendar-based approaches, resulting in better
risk control.

● For a TDF investor, the expected annual benefit of a threshold-based
rebalancing policy is 15–22 basis points (bps) during accumulation years and
22–25 bps during decumulation years compared with a monthly rebalancing
approach, and 5–8 bps during accumulation years and 6–10 bps during
decumulation years compared with quarterly rebalancing. (A basis point
is one-hundredth of a percentage point.)
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Introduction to target-date funds
Target-date funds (TDFs) are professionally 
managed multiasset portfolios designed to 
provide retirement savers with a suitable amount 
of risky and defensive assets based on their time 
horizon, retirement goals, and other considerations. 
TDFs are widely adopted in employer-sponsored 
401(k) plans as well as IRAs. The investment 
design and management of TDFs differ in a 
variety of ways, including the risk level of the  
glide path, the allocation to sub-asset classes, 
and the rebalancing methodology. 

Previous research detailing Vanguard’s approach 
to TDFs (Daga et al., 2022) discusses our design 
methodology, including our approach to glide-
path construction and sub-asset allocation. In 
this paper we focus on common rebalancing 
approaches—monthly, quarterly, and threshold-
based—used by various TDF providers, and we 
expand on previous Vanguard research with a 
focus on how threshold-based rebalancing can 
help generate higher returns compared with 
calendar-based approaches.

Why rebalancing matters
The primary function of portfolio rebalancing  
is to keep portfolio risk in alignment with the 
fund’s target risk exposure. Without rebalancing, 
over time portfolio allocations drift from their 
intended target as the returns of the underlying 
assets diverge, which is expected among equities 
and fixed income investments. While numerous 
portfolio rebalancing strategies can be used,  
two approaches are most common in the 
TDF industry:

1. Calendar-based rebalancing: In this approach,
portfolios are rebalanced back to their target
allocation at predetermined intervals, usually
monthly or quarterly. A 60/40 portfolio with
monthly rebalancing, for instance, is rebalanced
back to the 60% stock/40% bond target at the
end of each month no matter how much drift
has occurred. Calendar-based rebalancing is
prevalent among TDF providers due to its ease
of implementation, but it can be susceptible
to periods of heightened volatility in a given
interval, which can lead to large allocation
drifts. This approach can also require larger
trades, leading to higher transaction costs.

2. Threshold-based rebalancing: In this approach,
portfolios are monitored daily and rebalanced
when the asset allocation has drifted from the
target by a predetermined threshold, such
as 100 or 200 bps. Unlike a calendar-based
approach, this approach allows asset
allocations to drift within a controlled range.
When the threshold is triggered, the asset
allocations are rebalanced back to a set
destination point, which could be the target
allocation itself or a point between the target
and the threshold. For example, for a 60/40
portfolio with “200/175” rebalancing—a
threshold of 200 bps and a destination of
175 bps—breaching a threshold of 62% equities
(200 bps from the target allocation) leads to
a rebalancing to the destination of 61.75%
(175 bps from target allocation). Selecting a
destination closer to the threshold can help
reduce the size of rebalancing trades and lower
the associated transaction costs relative to
other approaches. Based on our analysis, the
need for daily monitoring is well worth the
advantages in long-term investment outcomes.
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To demonstrate how these two approaches  
work, in Figure 1 we show asset allocation 
deviations of a hypothetical 60/40 portfolio 
during the market volatility seen at the onset  
of the COVID-19 pandemic in March 2020. With 
monthly rebalancing, the portfolio could have 
drifted up to 7% from its target allocation, while 
with quarterly rebalancing it could have drifted 

up to 10% from the target. With a 200/175 
threshold-based approach, the portfolio would 
have never drifted by more than about 2%.  
This historical example shows how 200/175 
threshold-based rebalancing can better manage 
a portfolio’s allocation deviations and risk control 
relative to its strategic asset allocation.

FIGURE 1
Calendar-based versus threshold-based rebalancing around March 2020

The initial allocation consists of 60% stocks and 40% bonds.

Threshold rebalancing is monitored daily. The deviation will not move more than 2% from target.

Under calendar-based rebalancing, the allocation can drift significantly from the target between rebalancing events.

On March 23, 2020, the allocation deviation would have been as large as 7% for monthly rebalancing and 10% for quarterly rebalancing.
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Notes: This chart is for illustrative purposes only and is not indicative of any specific investment. It is based on a hypothetical 60% global equity and 40% global 
fixed income portfolio using daily returns from July 1, 2019, to June 30, 2020. The analysis assumes no cash flows or use of futures. U.S. equities are represented 
by the CRSP US Total Market Index (36%), non-U.S. equities by the FTSE Global All Cap ex US Index (24%), U.S. bonds by the Bloomberg U.S. Aggregate Float 
Adjusted Index (28%), and non-U.S. bonds by the Bloomberg Global Aggregate ex-USD Float-Adjusted RIC Capped USD Hedged lndex (12%). 
Source: Vanguard.
Past performance is not a guarantee of future returns. The performance of an index is not an exact representation of any particular investment, as you cannot 
invest directly in an index.

For institutional and sophisticated investors only. Not for public distributio



4

Vanguard’s approach to TDF rebalancing
The goal of Vanguard’s TDF rebalancing policy  
is to provide investors with the best long-term 
retirement outcomes. Minimizing transaction 
costs, which are a drag on returns, helps achieve 
this, as does limiting risk from large allocation 
drifts between rebalancing events. While  
any number of thresholds could be used for 
rebalancing TDFs, our research has shown  
that a threshold of 200 bps is suitable across 
vintages (Vanguard, 2024). Our research has  
also determined that a destination of 175 bps 
results in further transaction cost savings 
compared with other destinations. 

Our research consists of three parts, as illustrated 
in Figure 2. In the first part, we outline our model 
for forecasting returns and transaction costs,  
as described in Zhang and Ahluwalia (2024).  
The second part compares monthly and quarterly 
rebalancing with our 200/175 threshold-based 
approach, with a focus on transaction costs, 
returns, the overall benefit to investors, and 
allocation deviation analytics. In the third part, 
we take a deeper dive into why we chose the 
200/175 approach over other threshold/
destination combinations. 

FIGURE 2
Three steps to evaluating different rebalancing strategies

STEP 1

Inputs

STEP 2

Insights

STEP 3

Threshold and destination selection

• Asset return forecasts
• Transaction cost estimates

• Transaction costs
• Expected returns
• Overall benefit
• Risk control

• Test combinations
• Threshold: 200 bps
• Destination: 175 bps

Source: Vanguard.
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The inputs to our forecasting model 
When it comes to forecasting daily asset returns 
and transaction costs, we take a probabilistic 
approach as described in Zhang et al. (2022).  
In doing so, we leverage research from the 
Vanguard Capital Markets Model® (VCMM),  
our proprietary asset return forecasting model. 
Figure 3 illustrates 10,000 simulations of daily 
returns as well as over 30 years’ worth of actual 
historical daily returns. 

Simulating a wide range of possible asset returns, 
volatilities, and correlations allows for deeper 
assessment compared with forecasting using 
data from a given historical period. Simulations 
allow us to extract insights that would not be 
otherwise visible due to a random historical 
period which may not be representative of the 
market at large. Even one year’s worth of return 
simulations encompasses decades’ worth of 
historical data, showcasing the robustness our 
model can add.

Our model incorporates volatility clustering for 
equities because periods of high volatility tend to 
be clustered together. We forecast returns and 
transaction costs jointly via a regression-based 
Monte Carlo approach, thereby preserving  
cross-correlations. Asset return forecasts are a 
function of forecasted macroeconomic variables 
including interest rates and inflation as well as 
valuations based on a vector autoregression 
model that implicitly captures autocorrelation.

FIGURE 3
Robust asset return simulations encompass 
real-life returns
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Notes: The simulation data include U.S. equities, which are represented by 
the MSCI Broad Market Index, and U.S. bonds, which are represented by the 
Bloomberg Barclays U.S. Aggregate Index. The historical returns are daily and 
include U.S. equities, which are represented by the Russell 3000 Index, and 
U.S. bonds, which are represented by the Bloomberg Barclays U.S. Aggregate 
Index. Data use both steady-state simulations and historical daily returns 
from January 1989 to March 2023.
Source: Vanguard. 

Note on risk

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 the VCMM are derived from 
10,000 simulations for each modeled asset class. Simulations are as of March 2024. Results from the 
model may vary with each use and over time. For more information, please see “About the Vanguard 
Capital Markets Model” on page 13. 
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Transaction cost estimates are modeled as a 
function of market volatility and trade size. As 
shown in Figure 4, transaction costs are expected 
to be higher when markets are more volatile and 
when larger trades are executed. Since a 200/175 
approach can reduce the size and frequency of 
transactions, the cost advantage relative to a 
monthly approach can be clearly observed.

FIGURE 4
Transaction cost advantages of 200/175 
rebalancing across volatility regimes
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Notes: This figure is based on a global 60% equity and 40% fixed income 
portfolio using 10,000 simulations of daily returns and transaction costs  
over a 1-year period. U.S. equities are represented by the MSCI Broad Market 
Index (36%), non-U.S. equities by the MSCI ACWI ex USA Index (24%), U.S. 
bonds by the Bloomberg Barclays U.S. Aggregate Index (28%), and non-U.S. 
bonds by the Bloomberg Barclays Global Aggregate ex-USD Index (12%). 
The analysis assumes no cash flows or use of futures. Transaction costs are a 
function of underlying market volatility and transaction size. Transaction costs 
also account for simultaneous rebalancing across all target-date vintages. 
Data use steady-state simulations.
Source: Vanguard.
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Insights 
Using our dynamic simulations of returns  
and transaction costs, we compare 200/175 
rebalancing with monthly and quarterly methods 
commonly used by other TDF providers. The 
starting portfolio in the simulations is assumed 
to be a global 60% stock/40% bond portfolio 
where the only difference in the comparisons is 
the rebalancing approach. The results extend  
to other asset allocation mixes without loss of 
generality. (To see the benefits of 200/175 
rebalancing for other asset allocations, see 
Appendix 2 on page 13.) 

For each rebalancing approach, our research 
yields four valuable insights:

• Estimated transaction costs.

• Expected returns.

• Overall benefit to investors.

• Risk control.

Estimated transaction costs
The expected transaction costs for 200/175 
rebalancing are about 13–17 bps lower relative  
to quarterly and monthly approaches, as shown 
in Figure 5. In other words, 200/175 rebalancing 
incurs roughly one-third the average transaction 
cost of quarterly rebalancing and roughly one-
fourth that of monthly rebalancing. Analysis  
in Vanguard’s Approach to Target-Date Fund 
Rebalancing (2024) supports these findings  
using historical daily return data.

FIGURE 5
Expected transaction costs are lowest for 
200/175 rebalancing
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Notes: This figure is based on a global 60% equity and 40% fixed income 
portfolio using 10,000 simulations of daily returns and transaction costs over 
a 10-year period. The analysis assumes no cash flows or use of futures. U.S. 
equities are represented by the MSCI Broad Market Index (36%), non-U.S. 
equities by the MSCI ACWI ex USA Index (24%), U.S. bonds by the Bloomberg 
Barclays U.S. Aggregate Index (28%), and non-U.S. bonds by the Bloomberg 
Barclays Global Aggregate ex-USD Index (12%). Transaction costs are a 
function of the underlying market volatility and transaction size. Transaction 
costs also account for simultaneous rebalancing across all target-date 
vintages. Data use steady-state simulations. For each distribution, Q1 is the 
first quartile (25th percentile), Q3 is the third quartile (75th percentile), and 
IQR is the difference between them. The upper limit of each distribution is 
calculated by adding 1.5 times the IQR to the Q3 figure, and the lower limit  
is calculated by subtracting 1.5 times the IQR from the Q1 figure.
Source: Vanguard.
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Figure 6 breaks down transaction costs over 10 
years into the number of rebalancing events and 
the transaction cost per rebalancing event; the 
average transaction cost is the product of the 
two. Compared with monthly and quarterly 
rebalancing, a 200/175 policy has the lowest 
transaction cost per rebalancing event as well  
as the lowest average transaction cost. 

Quarterly rebalancing has the highest 
transaction cost per rebalancing event but the 
lowest number of rebalancing events, resulting in 
an lower average transaction cost than monthly 
rebalancing, whose average transaction cost is 
increased due to having the most rebalancing 
events. Intuitively, a larger trade size leads to a 
larger transaction cost per rebalancing event.

FIGURE 6
Decomposition of transaction costs 
over 10 years

200/175 Monthly Quarterly

Rebalancing events 92 120 40

Transaction cost per 
rebalancing event

0.0006% 0.002% 0.005%

Average  
transaction cost

0.05% 0.22% 0.18%

Trade size 0.88% 2.00% 3.68%

Notes: This figure is based on a global 60% equity and 40% fixed income 
portfolio using 10,000 simulations of daily returns and transaction costs over 
a 10-year period. The analysis assumes no cash flows or use of futures. U.S. 
equities are represented by the MSCI Broad Market Index (36%), non-U.S. 
equities by the MSCI ACWI ex USA Index (24%), U.S. bonds by the Bloomberg 
Barclays U.S. Aggregate Index (28%), and non-U.S. bonds by the Bloomberg 
Barclays Global Aggregate ex-USD Index (12%). Transaction costs are a 
function of the underlying market volatility and transaction size. Transaction 
costs also account for simultaneous rebalancing across all target-date 
vintages. Data use steady-state simulations. Trade size is the amount of 
trading (both buying and selling) across all underlying asset classes in the 
rebalancing.
Source: Vanguard.

The relative returns of a portfolio with 200/175 
rebalancing are 11–18 bps per year higher 
compared with calendar-based approaches, as 
shown in Figure 7. This is primarily due to the 
reduced average transaction costs of threshold-
based rebalancing, which leads to greater 
expected returns.

FIGURE 7
A 200/175 rebalancing policy has higher 
relative returns than calendar-based 
approaches
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Notes: This figure is based on a global 60% equity and 40% fixed income 
portfolio using 10,000 simulations of daily returns and transaction costs over 
a 10-year period. The analysis assumes no cash flows or use of futures. U.S. 
equities are represented by the MSCI Broad Market Index (36%), non-U.S. 
equities by the MSCI ACWI ex USA Index (24%), U.S. bonds by the Bloomberg 
Barclays U.S. Aggregate Index (28%), and non-U.S. bonds by the Bloomberg 
Barclays Global Aggregate ex-USD Index (12%). Transaction costs are a 
function of the underlying market volatility and transaction size. Transaction 
costs also account for simultaneous rebalancing across all target-date 
vintages. Data use steady-state simulations. For each distribution, Q1 is the 
first quartile (25th percentile), Q3 is the third quartile (75th percentile), and 
IQR is the difference between them. The upper limit of each distribution is 
calculated by adding 1.5 times the IQR to the Q3 figure, and the lower limit 
is calculated by subtracting 1.5 times the IQR from the Q1 figure.
Source: Vanguard.

For institutional and sophisticated investors only. Not for public distributio



9

Overall benefit to investors
Another way of measuring the relative benefit of 
rebalancing approaches is by using the certainty 
fee equivalent (CFE), which can be thought of as 
the overall benefit of one rebalancing approach 
over another or, conversely, as the fee an investor 
would be willing to pay relative to another 
rebalancing method. 

With 200/175 rebalancing, investors can obtain  
a relative benefit ranging from 5–21 bps versus 
calendar-based approaches, as shown in Figure 8. 
Importantly, CFE is measured using results from 
all 10,000 simulations, whereas our other insights 
focus on the median of the distribution. (The 
benefit is directionally similar for other target 
asset allocations; see Appendix 2 on page 13 
for details.)

For a TDF investor, the annual relative benefit  
of 200/175 rebalancing over monthly rebalancing 
is 15–22 bps during accumulation years and 
22–25 bps during decumulation years; compared 
with quarterly rebalancing, the relative benefit of 
a 200/175 policy is 5–8 bps during accumulation 
years and 6–10 bps during decumulation years. 
(Note that these calculations do not include the 
impact of cash flows.)

FIGURE 8
The relative benefit of 200/175 rebalancing 
compared with monthly and quarterly 
rebalancing

200/175 versus:

Monthly

Quarterly

0.21%

0.05%

Notes: This figure is based on a global 60% equity and 40% fixed income 
portfolio using 10,000 simulations of daily returns and transaction costs over 
a 10-year period. The analysis assumes no cash flows or use of futures. U.S. 
equities are represented by the MSCI Broad Market Index (36%), non-U.S. 
equities by the MSCI ACWI ex USA Index (24%), U.S. bonds by the Bloomberg 
Barclays U.S. Aggregate Index (28%), and non-U.S. bonds by the Bloomberg 
Barclays Global Aggregate ex-USD Index (12%). Transaction costs are a 
function of the underlying market volatility and transaction size. Transaction 
costs also account for simultaneous rebalancing across all target-date 
vintages. Data use steady-state simulations.
Source: Vanguard.
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Risk control
In the time between rebalancing events, a 
portfolio’s asset allocation drifts from its target 
as daily asset returns differ. Periods of heightened 
volatility can lead to particularly large allocation 
drifts, which can necessitate larger trades, which 
can lead to higher transaction costs. Threshold-
based rebalancing by design rebalances only 
when asset allocations drift beyond the threshold. 

Based on our simulations, the expected allocation 
deviations over a 1-year period are the smallest 
for 200/175 rebalancing, at 198 bps, compared  
to 241 bps for monthly rebalancing and 333 bps 
for quarterly rebalancing, as shown in Figure 9. 
Said another way, a 200/175 policy is expected  
to result in 43 bps less allocation deviation per 
year relative to monthly rebalancing and 135 bps 
less deviation per year relative to quarterly 
rebalancing. As we saw in March 2020, allocation 
deviations for calendar-based rebalancing can be 
much more extreme during tail events, whereas 
threshold-based approaches are designed with 
better risk control.

FIGURE 9
Allocation deviations are lower and better 
controlled with 200/175 rebalancing
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Notes: This figure is based on a global 60% equity and 40% fixed income 
portfolio using 10,000 simulations of daily returns and transaction costs over 
a 10-year period. The analysis assumes no cash flows or use of futures. U.S. 
equities are represented by the MSCI Broad Market Index (36%), non-U.S. 
equities by the MSCI ACWI ex USA Index (24%), U.S. bonds by the Bloomberg 
Barclays U.S. Aggregate Index (28%), and non-U.S. bonds by the Bloomberg 
Barclays Global Aggregate ex-USD Index (12%). Transaction costs are a 
function of the underlying market regime and transaction size. Transaction 
costs also account for simultaneous rebalancing across all target-date 
vintages. Data use steady-state simulations. For each distribution, Q1 is the 
first quartile (25th percentile), Q3 is the third quartile (75th percentile), and 
IQR is the difference between them. The upper limit of each distribution is 
calculated by adding 1.5 times the IQR to the Q3 figure, and the lower limit  
is calculated by subtracting 1.5 times the IQR from the Q1 figure.
Source: Vanguard.
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Threshold and destination selection
We have shown how threshold-based rebalancing 
can lead to better outcomes than calendar-based 
approaches, but the question remains: How do 
we select the threshold and destination of our 
rebalancing policy? 

Figure 10 shows the expected returns relative to 
daily rebalancing of policies with various thresholds 
and destinations. The highest expected return  
is observed for a 200/175 policy, at 28 bps. A 
destination closer to the threshold is preferred,  
as a 200/175 policy has a higher expected return 
compared with a 200/150 policy, due to lower 
average transaction size and lower transaction 
costs. The difference in expected return increases 
as the destination gets further from the threshold. 
Therefore, a destination 25 bps lower than the 
threshold is preferred.

Higher thresholds are preferred because they 
have lower transaction costs due to less frequent 
trading relative to a lower-threshold approach, 
such as a 50/25 policy, for instance. A threshold 
of 200 bps is selected to control the allocation 
drift within an acceptable level relative to our 
rebalancing objective. A 200/175 policy is 
preferred as it is expected to result in the best 
investment outcome while limiting allocation 
drifts. While this research focuses on a 60/40 
portfolio, similar trends hold true for other asset 
allocation mixes. At Vanguard, we review and 
refine this analysis periodically to ensure investors 
get the best chance for long-term outcomes. 

FIGURE 10
Expected relative return of threshold-based rebalancing policies for a 60/40 portfolio

Threshold (bps)

50 75 100 125 150 175 200

Destination 
(bps)

25 0.15% 0.16%

50 0.21% 0.19%

75 0.24% 0.21%

100 0.26% 0.23%

125 0.27% 0.24%

150 0.28% 0.26%

175 0.28%

Notes: This figure is based on a global 60% equity and 40% fixed income portfolio using 10,000 simulations of daily returns and transaction costs over a 10-year 
period. The analysis assumes no cash flows or use of futures. U.S. equities are represented by the MSCI Broad Market Index (36%), non-U.S. equities by the MSCI 
ACWI ex USA Index (24%), U.S. bonds by the Bloomberg Barclays U.S. Aggregate Index (28%), and non-U.S. bonds by the Bloomberg Barclays Global Aggregate 
ex-USD Index (12%). Transaction costs are a function of the underlying market volatility and transaction size. Transaction costs also account for simultaneous 
rebalancing across all target-date vintages. Data use steady-state simulations.
Source: Vanguard.
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Conclusion
Compared with common calendar-based 
rebalancing approaches, a 200/175 rebalancing 
policy is expected to generate higher annual 
returns while resulting in smaller deviations from 
the target allocation, with approximately one-
third and one-fourth the average transaction 
cost of quarterly and monthly rebalancing, 
respectively. 

For a TDF investor, the expected benefit of  
a 200/175 policy compared with monthly 
rebalancing is 15–22 bps during accumulation 
years and 22–25 bps during decumulation  
years, and the expected benefit compared  
with quarterly rebalancing is 5–8 bps during 
accumulation years and 6–10 bps during 
decumulation years.

Just as each investor’s circumstances differ, TDFs 
can differ in various dimensions, such as glide-path 
design, sub-asset allocation, and rebalancing 
methodology. When it comes to rebalancing, we 
believe a threshold-based approach, particularly 
a 200/175 policy, gives investors the best chance 
of investment success by reducing transaction 
costs while delivering the expected asset 
allocation experience.
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Appendix 1 

About the Vanguard Capital Markets Model
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. 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 importantly, the 
VCMM may be underestimating extreme 
negative scenarios unobserved in the historical 
period on which the model estimation is based.

The VCMM is a proprietary financial simulation 
tool developed and maintained by Vanguard’s 
primary investment 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, several maturities of the U.S. 
Treasury and corporate fixed income markets, 
international fixed income markets, U.S. money 
markets, commodities, and certain alternative 
investment strategies. The theoretical and 
empirical foundation for the VCMM is that the 
returns of various asset classes reflect the 
compensation investors require for bearing 
different types of systematic risk (beta). At the 
core of the model are estimates of the dynamic 
statistical relationship between risk factors and 
asset returns, obtained from statistical analysis 
based on available monthly financial and 
economic data from as early as 1960. Using 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 horizons. Forecasts are 
obtained by computing measures of central 
tendency in these simulations. Results produced 
by the tool will vary with each use and over time. 

Appendix 2
The relative benefit of 200/175 rebalancing 
compared with monthly and quarterly rebalancing 
is not limited to a 60/40 portfolio. It holds true  
for asset allocation mixes ranging from 30% 
stocks/70% bonds to 90% stocks/10% bonds,  
as shown below, where the benefit shown 
is the CFE.

FIGURE 11
The relative benefit of 200/175 rebalancing 
by asset allocation

Stock/bond  
asset allocation

Benefit of  
200/175 over 

monthly 
rebalancing

Benefit of  
200/175 over 

quarterly 
rebalancing

30%/70% 0.25% 0.10%

40%/60% 0.23% 0.07%

50%/50% 0.22% 0.06%

60%/40% 0.21% 0.05%

70%/30% 0.20% 0.05%

80%/20% 0.18% 0.06%

90%/10% 0.15% 0.08%

Source: Vanguard.
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Investments in Target Retirement Funds are subject to the risks of their underlying funds. The 
year in the Fund name refers to the approximate year (the target date) when an investor in the 
Fund would retire and leave the workforce. The Fund will gradually shift its emphasis from more 
aggressive investments to more conservative ones based on its target date. The Income Fund has 
a fixed investment allocation and is designed for investors who are already retired. An investment 
in a Target Retirement Fund is not guaranteed at any time, including on or after the target date.

All investing is subject to risk, including possible loss of principal.

Diversification does not ensure a profit or protect against a loss.

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.

CFA® is a registered trademark owned by CFA Institute.

© 2024 The Vanguard Group, Inc. 
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Corporation, Distributor. 
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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 DOCUMENT 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 document and its content should not be considered as an offer, if it 
were the case the offer of the securities described herein would be 
made in accordance with general rule No. 336 of the Financial Market 
Commission (Comisión para el Mercado Financiero). The securities 
described herein are 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. 

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.
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El presente documento y su contenido no deberá considerarse como 
una oferta, en su caso la oferta de los valores aquí descritos se 
realizaría conforme a la norma de carácter general No. 336 de la 
Comisión para el Mercado Financiero. Los valores aquí descritos, al ser 
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, 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. 
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 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 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.

Bloomberg® and Bloomberg Indexes mentioned herein 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. Bloomberg is not affiliated with Vanguard and 
Bloomberg does not approve, endorse, review, or recommend the 
Financial Products included in this document. Bloomberg does not 
guarantee the timeliness, accurateness or completeness of any data or 
information related to the Financial Products included in this 
document.

Vanguard Mexico is not responsible for and does not prepare, edit, or 
endorse the content, advertising, products, or other materials on or 
available from any website owned or operated by a third party that 
may be linked to this email/document via hyperlink.  The fact that 
Vanguard Mexico has provided a link to a third party's website does 
not constitute an implicit or explicit endorsement, authorization, 
sponsorship, or affiliation by Vanguard with respect to such website, its 
content, its owners, providers, or services.  You shall use any such third-
party content at your own risk and Vanguard Mexico is not liable for 
any loss or damage that you may suffer by using third party websites 
or any content, advertising, products, or other materials in connection 
therewith.
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