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Global equities unpacked

Investment case, index selection and implementation

Designed for portfolio constructors, this publication
is part of a series that aims to provide analysis and
insights on targeted index and ETF exposures that
can be used as building blocks for portfolios.
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Global equity beta isn't what it used to be

Global equities remain one of the most powerful portfolio building
blocks available. By providing exposure to companies across regions,
sectors and business models, a global allocation allows portfolios to
participate in the growth of the worldwide economy while avoiding
excessive dependence on any single market. But times are changing.

While the rationale for global investing remains intact, the structure of global equity markets

has shifted materially. Over the past decade, a relatively small number of US mega-cap technology
companies have become an increasingly dominant component of broad market-cap-weighted indices.
As a result, today's global beta looks very different from the diversified market exposure many
investors assume they own.

The change can be seen through two related lenses: stock concentration and industry leadership.
For example, just 144 stocks account for 50% of the weight of the FTSE Global All Cap Index —
despite the index containing more than 10,000 constituents!. By contrast, more than 500 stocks
are required to account for 50% of the weight of the FTSE Global Small Cap Index. Concentration
is therefore no longer simply a US equity phenomenon; it has become embedded within many broad
global benchmarks, where market-cap weighting has tilted exposures disproportionately to the US.

Stock concentration differences across global equity exposures
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largest to smallest by weight in the FTSE Global All Cap Index. Moving from left to right shows how quickly an index's total weight accumulates as
progressively smaller companies are added.

1 Source: FTSE Russell, as at 26 June 2026.



The same dynamic is visible at the industry level.
Technology has become the dominant sector
within global benchmarks, driven primarily by the
rise of a small number of US Al-hyperscalers.
This has created a situation in which broad global
equity allocations are increasingly dependent on

a narrow group of earnings drivers and valuation
assumptions. Investors who believe they own
broad market diversification may, in reality,
have substantial exposure to a small number

of companies and a single dominant industry
leadership regime.

Industry leadership across global equity exposures

Cumulative weight by industry
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Source: FTSE Russell, Vanguard, based on 26 June 2026 reconstitution files for Russell indices.

This distinction matters because different global
equity exposures solve different portfolio
construction challenges, for example:

¢ Investors seeking the broadest possible market
representation may prioritise all-cap exposure.

e Investors seeking to reduce dependence on US
market leadership may prefer global equities
excluding US companies.

¢ Investors seeking broader participation across
sectors and economic activities may favour
global small caps.

The challenge is not choosing the "best” global
equity exposure. The challenge is selecting the
exposure that most effectively aligns with the
role global equities are intended to play within
a portfolio.



Index selection: Accessing global equities

To address concentration risk, investors can lead to meaningfully different portfolio

choose from several forms of global equity outcomes. In this context, the exposures examined
exposure. Differences in market-cap coverage, here should be viewed as complementary tools
regional construction and sector composition can rather than competing solutions.

Global all cap: Extending exposure across the market-cap spectrum

For investors seeking broad global equity In this way, the all-cap index offers greater
exposure, the first index-selection decision is how market breadth versus the all-world exposure
far down the market-cap spectrum to go. The — rather than an entirely different source of
FTSE All-World Index, a widely adopted global global equity exposure. As the chart shows, the
benchmark, provides exposure to large- and addition of small caps significantly increases the
mid-cap companies across developed and number of securities represented within the
emerging markets. The FTSE Global All Cap index, by nearly 6,000 constituents — although
Index builds on this foundation by adding small- they represent only 10% of the total market cap
cap companies from the same developed and of the FTSE Global All-Cap Index.

emerging-market universe, taking the overall
constituent count to more than 10,0002

Including small caps adds depth and expands the drivers of returns

Index constituents: FTSE Global All-Cap Index

Small-cap stocks,
by market cap: $15,344bn, 10%

Large- and mid-cap stocks,
by count: 4,264, 42%

FTSE Global All Cap

and share of small caps

Small-cap stocks,
by count: 5,871, 58%

Large- and mid-cap stocks,
by market cap: $135,577bn, 90%

Source: FactSet. Data as at 31 July 2026.

2 Source: FTSE Russell, as at 31 August 2026. Note: the Vanguard FTSE Global All-Cap UCITS ETF uses a sampling approach to tracking the parent index and
would typically hold fewer companies than the parent index. Rather than buying every security in an index, a sampling approach selects a representative
group of holdings designed to mirror the index’s risk and return profile, helping to reduce trading costs and improve efficiency while maintaining close
benchmark tracking.
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Adding small caps provides access to a wider
range of companies, business models and
economic activities, but it does not fundamentally
recast the main drivers of the allocation. The US
remains the largest market, technology remains
influential and market-cap weighting means that
large and mid-sized companies continue to
account for most of the index by value.

At the margin, the addition of small-cap
companies expands the opportunity set by
introducing exposure to a segment of the market

Portfolio role

that has historically been associated with a size
premium over long investment horizons. Investors
gain access to return drivers that are largely
absent from large- and mid-cap-only allocations.

The choice between the two indices is therefore
not between a diversified and an undiversified
approach. Rather, it is a choice between broad
global large- and mid-cap exposure and a more
complete representation of the investable
market that includes small-cap companies.

Global all-cap exposure may appeal to investors seeking:

e Maximum market coverage

A single global equity allocation

A strategic long-term core holding

Exposure across the full market-cap spectrum

Global small caps: Growth beyond the mega caps

Global small-cap equities represent a distinct
segment of the market that behaves differently
from large-cap global beta. While often
discussed as a size allocation, small caps can
equally be viewed as a diversification allocation.

The defining feature of global small caps is not
simply the number of companies included, but
the distribution of returns across those
companies. Unlike traditional global benchmarks,
where a relatively small group of securities
accounts for a large share of index weight, global
small-cap indices exhibit a much more balanced
concentration profile. No mega-cap technology

cohort exists, resulting in broader participation
across sectors and companies.

Sector exposures differ considerably as well.
Relative to broad global equity benchmarks,
global small caps exhibit greater representation
in industrials, materials and other cyclical
sectors, and significantly lower exposure to
technology - as the table below illustrates
through over/underweights at the country and
industry level. This sector composition could offer
a way to access growth opportunities beyond the
narrow set of companies currently dominating
global equity benchmarks.



Global small caps shift bias towards US cyclicals

FTSE Global Small Cap Index net of FTSE All-World Index
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Switzerland 007 006 -0.01 -0.64 -010 000 -019 -019 004 007 -0.89
Japan -001 008 032 -016 -013 -0.02 004 007 -030 -020 -0.61 -091
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Korea 006 002 011 028 007 -001 000 001 -007 -1.02 -0.69 -1.24

Total 888N 486 417 172 085 076 o2 -038 -079 -0.82 [JECEEN -0.28

Source: FactSet, data as at 30 June 2026.

Global small caps also provide exposure to different economic sensitivities. Many smaller companies
derive a larger share of revenues from domestic economic activity and may benefit from cyclical and
industrial trends that are less visible within large-cap benchmarks. This creates exposure to a broader
range of return drivers than those associated with Al-related market leadership.

Portfolio role

Global small-cap exposure may appeal to investors seeking:
e Broader diversification

e Exposure beyond mega-cap technology

e Greater cyclical and industrial representation

e Additional sources of return within equities



Global equities ex-US: Reducing dependence on US market leadership

One of the most significant consequences of Exposure shifts away from US technology
today's market structure is the growing influence companies and towards developed-market
of US mega-cap technology companies on broad financials, international cyclicals and a larger
global benchmarks. A global equity allocation allocation to emerging markets. The resulting
that excludes the US can offer investors an exposure continues to emphasise technology,
option to separate the US from the rest of the but through a more geographically diversified
global opportunity set. set of companies including semiconductor

manufacturers, hardware suppliers and

Removing the US has a much larger impact regional technology leaders.

than simply reducing geographic concentration
- sector composition changes greatly as well.

Developed market financials and tech drive global ex-US exposure

FTSE All-World ex US Index net of FTSE All-World Index
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France 046 019 108 006 023 012 013 005 028 062 004  3.26
Germany 064 015 071 0l 022 001 0l 004 020 024 045 29
India 073 017 037 OM 023 014 012 004 018 030 019 258
Australia 092 061 017 002 013 012 004 015 0N 019 005 251
Netherlands 027 007 008  0.03 0.14 000 003 003 137 202
Spain 0.66 013 005 004 032 001 001 0M 005 137
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Other 083 OM 016 006 016 010 012 004 004 010 001 174
United States 07 X 131 189 21 145 107 |67
Total 313 224 218 104 0.82 060 004 -099 238 0.00

Source: FactSet, data as at 30 June 2026.



Global ex-US exposure also embeds materially
different expectations than US equities. Earnings
growth outlooks for US technology companies
are considerably higher than those for markets
outside the US, while valuation multiples also

remain materially elevated relative to ex-US
equities. This creates a different balance
between expected growth, concentration risk
and valuation risk than is available through broad
US-focused allocations.

Removing the US also eliminates the mega-cap tech premium

Forward earnings valuation multiples
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Source: FactSet, data from 30 June 1996 to 30 June 2026.

Global ex-US exposure can also serve as a useful
portfolio-construction building block. Rather
than implementing the regional weights
embedded in a broad global benchmark,
investors can separate the US allocation decision
from the rest of the global opportunity set.

This building-block approach allows portfolio
constructors to determine explicitly how much

Portfolio role

2012 2014 2016 2018 2020 2022 2024 2026

exposure they want to allocate to US equities,
while retaining access to developed and emerging
markets outside the US through a single
allocation. In practice, this can provide greater
flexibility when combining regional, style or
factor exposures within a portfolio, as investors
are no longer reliant on market-cap-weighted
benchmarks to determine the balance between
US and international equities.

Global ex-US exposure may appeal to investors seeking:

e Diversification away from US concentration
e A dedicated international building block

e Greater emerging-market representation

e A different mix of sector and regional return drivers.



Implementation considerations

The question for investors to address is, which
exposure best aligns with the role global equities
are intended to play within a portfolio? Different

implementation approaches can help investors
address different objectives, risk preferences and
portfolio construction challenges.

Matching the exposure to the objective

The three global equity exposures discussed here can be viewed as potential solutions to three distinct
portfolio challenges.

Investor objective Implementation

Own the broadest possible equity market Vanguard FTSE Global All-Cap UCITS ETF

Increase diversification beyond mega caps Vanguard FTSE Global Small-Cap UCITS ETF

Reduce dependence on US market leadership Vanguard FTSE All-World ex-U.S. UCITS ETF

Own the broadest possible equity market: As a
single strategic allocation, global all-cap exposure
offers the broadest representation of the
investable market in a single portfolio. It captures
developed and emerging markets across the
entire market-cap spectrum and may appeal to
investors who prefer a neutral starting point that
closely approximates the global market.

Increase diversification beyond mega caps:
Global small caps can serve either as a
standalone allocation or as a complement to
broad global equity exposure. Global small caps
provide lower concentration, broader sector

Go global - your way

participation and different economic sensitivities
than traditional global benchmarks, making
them a potentially useful tool for broadening
sources of return within a portfolio.

Reduce dependence on US market leadership:
Global ex-US exposure can function as a building
block alongside a dedicated US allocation. This
approach separates the regional allocation
decision, allowing portfolio builders to actively
determine the balance between US and non-US
equities — rather than relying on the weights
embedded in market-cap-weighted

global benchmarks.

The debate is no longer simply whether to invest globally. Investors now have a choice over how they

access global markets.

For some, the priority will be owning the broadest possible representation of the investable equity
universe. For others, the focus may be reducing dependence on US market leadership or broadening
diversification beyond today's mega-cap technology companies. These are distinct portfolio
objectives and may justify different implementation choices.

Understanding the structural differences between global all-cap, global small-cap and global ex-US
exposures can help ensure that global equity allocations better reflect portfolio objectives rather
than simply market capitalisation. In an environment where concentration risk and industry
leadership have become increasingly important considerations, choosing the right version of global
equity exposure may prove just as important as choosing to invest globally in the first place.
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Global equity ETFs from Vanguard

Share class TER/OCF Inceptiondate ISIN Listing currency Ticker Listing exchange
usb VALU London Stock Exchange
usD VALL SIX Swiss Exchange
. o EUR VALL NYSE Euronext
Accumulating 0.07% 18-Aug-26 IEOOOVAHTSTO EUR VALL Borsa ltaliang
\é?:t?;(}/-{ﬁ '(::LSE EUR VGLA Deutsche Boerse
UCITS ETF P GBP VALL London Stock Exchange
usD VACD London Stock Exchange
o o usb VALLD SIX Swiss Exchange
Distributing 0.07% 18-Aug-26 IEOOOCVUM3N6 EUR VALLD  NYSE Euronext
EUR VGLD Deutsche Boerse
usb VWRA  London Stock Exchange
CHF VWRA  SIX Swiss Exchange
EUR VWCE Borsa Italiana
A lati 14% 23-Jul-19 IEOOBKSBQT
ccumulating  0.14% 3 00BKSBATEO EUR VWCE Deutsche Boerse
EUR VWCE NYSE Euronext
Xﬁ”\?v‘;‘;[j FTSE GBP VWRP  London Stock Exchange
UCITS ETF usb VWRD  London Stock Exchange
CHF VWRL SIX Swiss Exchange
EUR VWRL Borsa Italiana
Distributi 0.14% 22-May-12 IEOOB3RBWM25
ISErIbUHING v EUR VGWL Deutsche Boerse
EUR VWRL NYSE Euronext
GBP VWRL  London Stock Exchange
usb VSMU London Stock Exchange
usD VSML SIX Swiss Exchange
. o EUR VSML NYSE Euronext
Accumulating  0.22% 18-Aug-26 IEOOO7TPRF31 EUR VSML Borsa ltaliang
\é?:t?qur:qzll—sgq EUR VGSA Deutsche Boerse
UCITS ETF P GBP VSML London Stock Exchange
usD VSMD London Stock Exchange
o o usb VSMLD  SIX Swiss Exchange
Distributing 0.22% 18-Aug-26 IEOOOF8RXD33 EUR VSMLD  NYSE Euronext
EUR VGSD Deutsche Boerse
usb VXUA London Stock Exchange
usb VXUS SIX Swiss Exchange
EUR VXUS NYSE Euronext
A lati 12% 18-Aug-2 IE 9ASADV9
ccumulating - 012% 8-Aug-26 0009A5 EUR VXUS  Borsa Italiana
Xﬁn\?VL:J?‘Irj :JaES EUR VXUS Deutsche Boerse
UCITS ETF o GBP VXUS London Stock Exchange
usb VXUD London Stock Exchange
usD VXUD SIX Swiss Exchange
Distributi 0.12% 18-Aug-26 IEO00G1TH70CO
ISHbUting Y9 EUR VXUD  NYSE Euronext
EUR VXUD Deutsche Boerse
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Investment risk information
The value of investments, and the income from them, may fall or rise and investors may get back less than they invested.

Past performance is not a reliable indicator of future results. The performance data does not take account of the
commissions and costs incurred in the issue and redemption of shares.

Performance figures shown may be calculated in a currency that differs from the currency of the share class that you are
invested in. As a result, returns may decrease or increase due to currency fluctuations.

Investments in smaller companies may be more volatile than investments in well-established blue chip companies.

ETF shares can be bought or sold only through a broker. Investing in ETFs entails stockbroker commission and a bid-offer
spread which should be considered fully before investing.

The Funds may use derivatives in order to reduce risk or cost and/or generate extra income or growth. The use of
derivatives could increase or reduce exposure to underlying assets and result in greater fluctuations of the Fund's net
asset value. A derivative is a financial contract whose value is based on the value of a financial asset (such as a share,
bond, or currency) or a market index.

Some funds invest in securities which are denominated in different currencies. Movements in currency exchange rates can
affect the return of investments.

For further information on risks please see the "Risk Factors" section of the prospectus on our website.
Important information
This is a marketing communication.

For professional investors only (as defined under the MiFID Il Directive) investing for their own account (including
management companies (fund of funds) and professional clients investing on behalf of their discretionary clients).
In Switzerland for professional investors only. Not to be distributed to the public.

For further information on the fund's investment policies and risks, please refer to the prospectus of the UCITS and
to the KIID (for UK, Channel Islands, Isle of Man investors) and to the KID (for European investors) before making any
final investment decisions. The KIID and KID for this fund are available in local languages, alongside the prospectus,
which is available in English only, via Vanguard's website https://global.vanguard.com/.
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The information contained herein is not to be regarded as an offer to buy or sell or the solicitation of any offer to buy
or sell securities in any jurisdiction where such an offer or solicitation is against the law, or to anyone to whom it is
unlawful to make such an offer or solicitation, or if the person making the offer or solicitation is not qualified to do so.
The information is general in nature and does not constitute legal, tax, or investment advice. Potential investors are
urged to consult their professional advisers on the implications of making an investment in, holding or disposing of
shares and /or units of, and the receipt of distribution from any investment.

For Swiss professional investors: Potential investors will not benefit from the protection of the FinSA on assessing
appropriateness and suitability.

Vanguard Funds plc has been authorised by the Central Bank of Ireland as a UCITS and has been registered for public
distribution in certain EEA countries and the UK. Prospective investors are referred to the Funds' prospectus for further
information. Prospective investors are also urged to consult their own professional advisers on the implications of
making an investment in, and holding or disposing shares of the Funds and the receipt of distributions with respect to
such shares under the law of the countries in which they are liable to taxation.

The Manager of Vanguard Funds plc is Vanguard Group (Ireland) Limited. Vanguard Asset Management, Limited is a
distributor for Vanguard Funds plc.

For Swiss professional investors: The Manager of Vanguard Funds plc is Vanguard Group (Ireland) Limited. Vanguard
Investments Switzerland GmbH is a financial services provider, providing services in the form of purchase and sales
according to Art. 3 (c)(1) FinSA . Vanguard Investments Switzerland GmbH will not perform any appropriateness

or suitability assessment. Furthermore, Vanguard Investments Switzerland GmbH does not provide any services in
the form of advice. Vanguard Funds plc has been authorised by the Central Bank of Ireland as a UCITS. Prospective
investors are referred to the Funds' prospectus for further information. Prospective investors are also urged to consult
their own professional advisors on the implications of making an investment in, and holding or disposing shares of the
Funds and the receipt of distributions with respect to such shares under the law of the countries in which they are
liable to taxation.

For Swiss professional investors: Vanguard Funds plc has been approved for offer in Switzerland by the Swiss
Financial Market Supervisory Authority. The information provided herein does not constitute an offer of Vanguard
Funds plc in Switzerland pursuant to FinSA and its implementing ordinance. This is solely an advertisement pursuant to
FinSA and its implementing ordinance for Vanguard Funds plc. The Representative and the Paying Agent in Switzerland
is BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich. Copies of the Articles of
Incorporation, KID, Prospectus, Declaration of Trust, By-Laws, Annual Report and Semiannual Report for these funds
can be obtained free of charge from the Swiss Representative or from Vanguard Investments Switzerland GmbH via
our website https://global.vanguard.com/.

The Manager of the Ireland domiciled funds may determine to terminate any arrangements made for marketing the
shares in one or more jurisdictions in accordance with the UCITS Directive, as may be amended from time-to-time.

The Indicative Net Asset Value (“iINAV") for Vanguard's ETFs is published on Bloomberg or Reuters. Refer to the
Portfolio Holdings Policy at https://fund-docs.vanguard.com/portfolio-holdings-disclosure-policy.pdf

For investors in Ireland domiciled funds, a summary of investor rights can be obtained via https:/www.ie.vanguard/
content/dam/intl/europe/documents/en/vanquard-investors-rights-summary-irish-funds-jan22.pdf and is available in
English, German, French, Spanish, Dutch and Italian.

London Stock Exchange Group companies include FTSE International Limited (“FTSE"), Frank Russell Company
("Russell”), MTS Next Limited ("MTS"), and FTSE TMX Global Debt Capital Markets Inc. ("FTSE TMX"). All rights
reserved. "FTSE®", "Russell®”, "MTS®" "FTSE TMX®" and “FTSE Russell" and other service marks and trademarks
related to the FTSE or Russell indexes are trademarks of the London Stock Exchange Group companies and are used
by FTSE, MTS, FTSE TMX and Russell under licence. All information is provided for information purposes only. No
responsibility or liability can be accepted by the London Stock Exchange Group companies nor its licensors for any
errors or for any loss from use of this publication. Neither the London Stock Exchange Group companies nor any of its
licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to the
results to be obtained from the use of the FTSE or Russell indexes or the fitness or suitability of the indexes for any
particular purpose to which they might be put.

For Dutch investors only: The fund(s) referred to herein are listed in the AFM register as defined in section 1:107 Dutch
Financial Supervision Act (Wet op het financieel toezicht).For details of the Risk indicator for each fund listed, please see
the fact sheet(s) which are available from Vanguard via our website https://www.nl.vanguard/professional/product.

Issued in EEA by Vanguard Group (Ireland) Limited which is regulated in Ireland by the Central Bank of Ireland.
Issued in Switzerland by Vanguard Investments Switzerland GmbH.

Issued by Vanguard Asset Management, Limited which is authorised and regulated in the UK by the Financial Conduct
Authority.

© 2026 Vanguard Group (Ireland) Limited. All rights reserved. Connect with Vanguard®
© 2026 Vanguard Investments Switzerland GmbH. All rights reserved. global.vanguard.com
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