Dimensional Fund Advisors
Putting Financial Science to Work for You
Data as at 31 March 2016

This information is provided for financial advisers and their clients and wholesale investors.

Dimensional Fund Advisors
ABOUT THE FIRM

Dimensional is a global investment firm that has been
serving investors for more than 30 years.

A DIFFERENT APPROACH TO INVESTING

A strong belief in markets frees us to think differently
about investing.

PUTTING RESEARCH INTO PRACTICE

We identify compelling research and apply it to
practical investing.

A CLEAR VIEW OF EXPECTED RETURNS

Decades of research and rigorous testing underpin
our approach to pursuing higher expected returns.

A DYNAMIC INVESTMENT PROCESS

Our goal is to add value over benchmarks and peers
through an integrated and robust process.

OUR TRACK RECORD

We have a long history managing time-tested
investment strategies for clients.

“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities are Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., DFA Australia Limited,
Dimensional Fund Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., and Dimensional Japan Ltd. Past performance is no guarantee of future results. Strategies may not be successful.
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About the Firm
Dimensional is a global investment firm that has been serving investors for more than 30 years

• Dimensional offers investment
solutions across asset classes,
including global equities,
fixed interest, and REITs.

Investment Personnel
Client Service

Vancouver
Santa
Monica

Founded in 1981

Toronto London
Charlotte
Austin

• We manage $531 billion for
investors worldwide.

Amsterdam
Berlin
Tokyo

Singapore

$531B in global AUM
Melbourne

With offices positioned around
the world, we manage portfolios
across time zones and provide
responsive service to our clients.

Sydney

More than 1000 employees globally

Dimensional Fund Advisors LP founded in 1981. Global AUM (in AUD) and number of employees as at 31 March 2016. Locations with offices operated by Dimensional. “Dimensional” refers to the Dimensional entities generally, rather than to one
particular entity. These entities are Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., DFA Australia Limited, Dimensional Fund Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., and Dimensional Japan Ltd.
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A Different Approach to Investing
A strong belief in markets frees us to think differently about investing
WHERE DO RETURNS COME FROM?

Dimensional’s View
The market drives returns, and portfolio structure
and implementation determine performance.

At Dimensional, we believe
the best way to invest is to
identify differences in expected
returns and balance the tradeoffs
among competing premiums,
diversification, and costs.

Conventional Manager’s View
Performance comes from identifying “mispriced”
securities or accurately predicting economic and
market conditions.

Our consistent philosophy
has guided the investment
solutions we have offered
clients since our founding.

Index Manager’s View
Commercial indices attempt to represent asset
class returns, requiring index funds to follow the
portfolio construction and rebalancing decisions
of the index provider.
Investing involves risks such as fluctuating value and potential loss of principal value. There is no guarantee strategies will be successful.
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Putting Research into Practice
Dimensional identifies compelling research and applies it to practical investing

• Many of the greatest
advancements in finance
have come from the
academic community.

Clients
PRACTICAL
STRATEGIES

INVESTMENT
NEEDS

Dimensional
NEW
RESEARCH

COLLABORATION

Academics

• Dimensional works closely
with leading financial
academics to identify new
ideas and research that may
benefit investors.
Advancements in research
and technology inform our
investment strategies and
keep us responsive to evolving
markets and client needs.
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Dimensions of Expected Returns
Expected returns are driven by prices investors pay and cash flows they expect to receive
DIMENSIONS POINT TO SYSTEMATIC DIFFERENCES IN EXPECTED RETURNS

Market

EQUITIES

Equity premium – stocks vs bonds

To be considered a
dimension of expected return,
a premium must be:

Company Size

• Sensible

Market Cap (Small Cap Premium)

Company Size

• Persistent across time periods

Small cap premium – small vs. large companies

• Pervasive across markets

Relative Price
Price-to-Book (Value Premium)
Relative Price1
Value premium – value vs. growth companies

Profitability
2
Profitability
(Profitability Premium)
Profitability
1

• Robust to alternative
specifications
• Cost-effective to capture in
well-diversified portfolios

FIXED INTEREST

Profitability premium – high vs. low profitability companies

Term
Term premium – longer vs. shorter maturity bonds

Credit
Credit premium – lower vs. higher credit quality bonds

Diversification does not eliminate the risk of market loss.
1. Relative price as measured by the price-to-book ratio; value stocks are those with lower price-to-book ratios.
2. Profitability is a measure of current profitability, based on information from individual companies’ income statements.
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Dynamic Investment Process
An integrated approach to adding value

• The Market
Use information in prices and
fundamental data to pursue
higher expected returns.
• Portfolio Structure
Identify the dimensions
of expected returns and
consider the interactions
among premiums,
diversification, and costs.
• Implementation
Maintain strategy focus
while balancing tradeoffs
between competing premiums
and use a flexible process to
help control costs.
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Disclosure & Disclaimer
The issuer of this document is DFA Australia
Limited (AFS License No.238093, ABN 46
065 937 671). This material is provided for
information only. No account has been taken
of the objectives, financial situation, or
needs of any particular person. Accordingly,
to the extent this material constitutes
general financial product advice, investors
should, before acting on the advice,
consider the appropriateness of the advice,
having regard to the investor’s objectives,
financial situation, and needs.

This is not an offer or recommendation to
buy or sell securities or other financial
products, nor a solicitation for deposits or
other business, whether directly
or indirectly. Any opinions expressed in this
publication reflect our judgment at the date
of publication and are subject to change.
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