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What Affects a Stock’s Current Price?

All A company’s
e, equity, its
prospects _
Information for future Price
earnings, and
, perceived risk

Available

Given all information, a stock’s current price
reflects aggregate expectations about risk and return.


Presenter
Presentation Notes
Talking Points:
Think of the stock market as a large information processing machine that takes in all available information about a company. All this information impacts the price of a stock as buyers and sellers willingly transact. Thanks to the market’s processing power, we can treat the current price as a fair estimate of the stock’s actual value.



A IDA Bfiigir?;r;i(ﬁsers
Stock Prices Adjust Quickly

Heinz, 2/14/2013

“Heinz agrees to buyout by

Berkshire Hathaway, 3G” $80
—USA Today, February 14, 2013 576 -~
News travels quickly, and prices ) N e
can adjust in an instant. -
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The security identified is shown for illustrative purposes only to demonstrate the investment philosophy described herein. These materials are not, and should not be construed as, a recommendation to purchase or sell the security
identified or any other securities. Actual holdings will vary for each client, and there is no guarantee that any client will hold the security identified. 2


Presenter
Presentation Notes
Talking Points:
We can see an example of how new information is quickly embedded into security prices by looking at an announcement of an acquisition and the change in price of the acquisition target.
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The Market’s Response to Crisis

Performance of a Balanced Strategy: 60% Stocks, 40% Bonds
Cumulative Total Return
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Stock Market Crash US Savings and Asian Contagion Dot-Com Crash Terrorist Attack Bankruptcy of US Debt
Loan Crisis Russian Crisis Lehman Brothers Downgrade

LTCM Collapse

In US dollars.

Represents cumulative total returns of a balanced strategy invested on the first day of the following calendar month of the event noted. Balanced Strategy: 12% S&P 500 Index, 12% Dimensional US Large Cap Value Index, 6% Dow Jones
US Select REIT Index, 6% Dimensional International Value Index, 6% Dimensional US Small Cap Index, 6% Dimensional US Small Cap Value Index, 3% Dimensional International Small Cap Index, 3% Dimensional International Small
Cap Value Index, 2.4% Dimensional Emerging Markets Small Index, 1.8% Dimensional Emerging Markets Value Index, 1.8% Dimensional Emerging Markets Index, 10% Bloomberg Barclays Treasury Bond Index 1-5 Years, 10% FTSE
World Government Bond Index 1-5 Years (hedged), 10% FTSE World Government Bond Index 1-3 Years (hedged), 10% ICE BofA 1-Year US Treasury Note Index. Assumes monthly rebalancing. For illustrative purposes only. S&P and
Dow Jones data © 2019 S&P Dow Jones Indices LLC, a division of S&P Global. Al rights reserved. ICE BofA index data © 2019 ICE Data Indices, LLC. FTSE fixed income indices © 2019 FTSE Fixed Income LLC. All rights reserved.
Bloomberg Barclays data provided by Bloomberg. Dimensional indices use CRSP and Compustat data.

Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is not a
guarantee of future results. Not to be construed as investment advice. Returns of model portfolios are based on back-tested model allocation mixes designed with the benefit of

hindsight and do not represent actual investment performance. See “Balanced Strategy Disclosure and Index Descriptions” pages in the Appendix for additional information. 3


Presenter
Presentation Notes
Talking Points: 
This slide shows performance of a balanced investment strategy following a few historical crises. Each crisis is labeled with the month and year that it occurred or peaked. The subsequent one-, three-, and five-year annualized returns start from the first day of the month following each crisis. 
Although a global investment strategy would have suffered losses immediately following most of these events, the financial markets recovered over time, as indicated by the positive five-year cumulative returns. 
Negative events such as these may tempt investors to flee the financial markets. But diversification and a long-term perspective can help investors apply discipline to ride out the storm.


A History of Market Ups and Downs

S&P 500 Index total returns in USD, January 1926—-December 2019

Using a 10% threshold for downturns
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Chart end date is 12/31/2019, the last trough to peak return of 31% represents the return through December 2019.
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63% 31%

24 months 12 months
355% 385%
months 115 months
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61 months

Bear markets are defined as downturns of 10% of greater from new index highs. Bull markets are subsequent rises following the bear market trough through the next new market high. The chart shows bear markets and bull markets, the

number of months they lasted and the associated cumulative performance for each market period. Results for different time periods could differ from the results shown.

Past performance is no guarantee of future results. Indices are not available for direct investment; therefore, their performance does not reflect the expenses associated with the management of an actual portfolio.

Source: S&P data © 2020 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved.
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Presenter
Presentation Notes
Investors may become concerned during periods of sustained strong market performance, fearing a downturn must be eminent. But history suggests that a surging market and new index highs do not necessarily portend a subsequent plunge. 
The chart illustrates the historical performance of the S&P 500 Index, highlighting periods when the market was rising and falling. Bear markets are defined as peak-to-trough downturns of 10% or greater from new index highs, while bull markets are rises from the trough through the next new index high. 
We can see from the chart that good times for the market have been disproportionately longer than the bad times, and the duration of the bull run is not a useful indicator of future performance. We expect positive returns every day, and while there is no consistent way to predict when realized performance will be positive or negative, investors staying the course have been rewarded over the long term. 
Data Series Details: S&P 500 Index total returns in USD, January 1926 - December 2019. Bear markets are downturns of 10% of greater from new index highs. Bull markets are subsequent rises following the bear market trough through the next new market high. 
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A History of Market Ups and Downs

S&P 500 Index total returns in USD, January 1926—-December 2019

Using a 20% threshold for downturns
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Chart end date is 12/31/2019, the last trough to peak return of 451% represents the return through December 2019.

Bear markets are defined as downturns of 20% of greater from new index highs. Bull markets are subsequent rises following the bear market trough through the next new market high. The chart shows bear markets and bull markets, the

number of months they lasted and the associated cumulative performance for each market period. Results for different time periods could differ from the results shown.

Past performance is no guarantee of future results. Indices are not available for direct investment; therefore, their performance does not reflect the expenses associated with the management of an actual portfolio.

Source: S&P data © 2020 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. 5
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Presenter
Presentation Notes
Investors may become concerned during periods of sustained strong market performance, fearing a downturn must be eminent. But history suggests that a surging market and new index highs do not necessarily portend a subsequent plunge. 
The chart illustrates the historical performance of the S&P 500 Index, highlighting periods when the market was rising and falling. Bear markets are defined as peak-to-trough downturns of 20% or greater from new index highs, while bull markets are rises from the trough through the next new index high. 
We can see from the chart that good times for the market have been disproportionately longer than the bad times, and the duration of the bull run is not a useful indicator of future performance. We expect positive returns every day, and while there is no consistent way to predict when realized performance will be positive or negative, investors staying the course have been rewarded over the long term. 
Data Series Details: S&P 500 Index total returns in USD, January 1926 - December 2019. Bear markets are downturns of 20% of greater from new index highs. Bull markets are subsequent rises following the bear market trough through the next new market high. 
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Average Annualized Returns
after New Market Highs

S&P 500, 1/1926-12/2019
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Past performance is no guarantee of future results. New market highs are defined as months ending with the market above all previous levels for the sample period. Annualized compound returns are computed for the relevant time periods
subsequent to new market highs and averaged across all new market high observations. There were 1,127 observation months in the sample. January 1990—present: S&P 500 Total Returns Index. S&P data © 2020 S&P Dow Jones

Indices LLC, a division of S&P Global. All rights reserved. January 1926-December 1989; S&P 500 Total Return Index, Stocks, Bonds, Bills and Inflation Yearbook™, Ibbotson Assaciates, Chicago. For illustrative purposes only. Index is

not available for direct investment; therefore, its performance does not reflect the expenses associated with the management of an actual portfolio. There is always a risk that an investor may lose money. 6


Presenter
Presentation Notes
Talking Points:
This chart reports the performance of markets subsequent to new market highs. New market highs are defined as months in which the market is above all previous levels for the sample period. Results are shown for US large caps over one-, three-, and five-year annualized periods. Annualized compound returns are computed for the relevant investment periods after each new market high observed and averaged across all new market high observations. Occurrences of new market highs have not been a reliable indicator of future subsequent market returns. Since 1926, returns have been positive for US large caps over one-, three-, and five-year periods on average following both new market highs and market declines of at least 10% (as shown on the next slide).
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Average Annualized Returns

after Market Decline of More than 10%
S&P 500, 1/1926-12/2019
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Past performance is no guarantee of future results. Declines are defined as months ending with the market below the previous market high by at least 10%. Annualized compound returns are computed for the relevant time periods after
each decline observed and averaged across all declines for the cutoff. There were 1,127 observation months in the sample. January 1990-present: S&P 500 Total Returns Index. S&P data © 2020 S&P Dow Jones Indices LLC, a division
of S&P Global. All rights reserved. January 1926-December 1989; S&P 500 Total Return Index, Stocks, Bonds, Bills and Inflation Yearbook™, Ibbotson Associates, Chicago. For illustrative purposes only. Index is not available for direct
investment; therefore, its performance does not reflect the expenses associated with the management of an actual portfolio. There is always a risk that an investor may lose money.


Presenter
Presentation Notes
Talking Points:
This chart reports the performance of markets subsequent to declines of 10%. Declines are defined as months in which the market is below the previous market high by at least 10%. Results are shown for US large caps over one-, three-, and five-year annualized periods. Annualized compound returns are computed for the relevant investment periods after each decline observed and averaged across all declines. Occurrences of such drops have not been a reliable indicator of future subsequent market returns. Since 1926, returns have been positive for US large caps over one-, three-, and five-year periods on average following both new market highs (as shown on the previous slide) and market declines of at least 10%.
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S&P 500 Total Return Index Highs

Percent of cases where index is higher after monthly closing high vs. any monthly closing level

January 1926—-December 2019

Percent of Cases Percent of Cases Avg.
Look- Ahead Where Index Was Higher Avg. Return Where Index Was Higher Annualized Return
Period (after new high) (after new high) (after any previous level) (after any previous level)
1 year 81.3% 13.9% 75.4% 12.3%
3 years 84.7% 10.5% 83.9% 10.6%
5 years 85.2% 9.9% 87.8% 10.1%

» 30% of monthly observations were new closing highs.

» Average returns were similar after a new monthly closing high or
any previous monthly closing level.

» The percent of cases where the index was higher was similar
after a new monthly closing high and after any previous monthly
closing level.

In US dollars.

Annualized compound returns are computed for the relevant time periods subsequent to new market highs and averaged across all new market highs observations. There were 1,127 observation months in the sample.

January 1990-Present: S&P 500 Total Return Index, S&P data © 2020 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved.

January 1926-December 1989: S&P 500 Total Return Index, Stocks, Bonds, Bills and Inflation Yearbook™, Ibbotson Associates, Chicago.

For illustrative purposes only. Index is not available for direct investment; therefore, its performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is no guarantee of future results. 8


Presenter
Presentation Notes
Talking Points:
Some investors may think that a monthly market high will result in higher returns. Others may consider it a signal that the market is “over-valued.” However, as you can see from the data, the average return following a new market high is similar to the average return after all other months over various investment horizons.
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Many Investors Follow Their Emotions

Elation

Optimism

Nervousness

Optimism

People may struggle to separate their emotions
from their investment decisions.

Following a reactive cycle of excessive optimism and
fear may lead to poor decisions at the worst times.


Presenter
Presentation Notes
Talking Points:
The idea behind investing is to buy low and sell high. Yet, following an emotional investment cycle sparked by reactive decisions may bring the opposite effect: buying at higher prices and selling at lower prices. It is also extremely difficult to accurately time the market on a consistent basis – investors are better served in sticking with their agreed upon investment plan.
The 2008–09 global financial crisis offers an example of how an emotional cycle can affect an investor’s decisions. After experiencing fear during the 2008 downturn, some investors fled the market in early 2009, just before the rebound began. They locked in their losses and then experienced the stress of watching the markets climb.
Staying disciplined through rising and falling markets can pose a challenge, but it increases the chances for long-term success.
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January Return vs. Subsequent 11-Month Return
of the S&P 500 Index
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In US dollars. Returns are of the S&P 500 Index. © 2020 S&P Dow Jones Indices LLC, a division of S&P Global. Al rights reserved.
Past performance is not a guarantee of future results. Indices are not available for direct investment; therefore, their performance does not reflect the expenses associated with the

management of an actual portfolio. Values change frequently and past performance may not be repeated. There is always the risk that an investor may lose money. Even a long-term investment approach cannot guarantee a profit.
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Presenter
Presentation Notes
Talking Points:
Some investors may wonder whether the returns in January have some predictive power for the returns during the remainder of the year. This graph shows the returns of the S&P 500 Index for the month of January compared with the subsequent 11-month return (i.e., February through December). A negative January was followed by a subsequent 11-month return that was positive about 60% of the time, with an average return of 7%, indicating a negative January does not predict poor market returns for the rest of the year.



The Importance of Long-Term Discipline

Annualized Compound Returns (%)

1926-2018 1965-1981

Driven Advisers

1982-2018

S&P 500 Index 9.99 6.33

One-Month US Treasury Bills 3.34 6.66

In US dollars.

11.30

3.83

S&P data © 2019 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. 1-Month Treasury Bills Index is the IA SBBI US 30 Day TBill TR USD. Treasury Index data sourced from Ibbotson Associates, via Morningstar
Direct. For illustrative purposes only. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is not a guarantee of future 11

results. Values change frequently, and past performance may not be repeated. There is always the risk that an investor may lose money.


Presenter
Presentation Notes
Talking Points:
Equities can reward investors who maintain a long-term outlook. But over shorter periods, the market can perform inconsistently, which may test one’s commitment to a long-term strategy. 
This slide reveals how such temptations may arise—and the dangers of yielding to them. Since 1926, the S&P 500 Index has offered an annualized compound return far above the return on one-month Treasury bills. This long term record provides evidence in support of an equity premium. 
However, during the 17-year sub-period between 1965 and 1981, T-bills slightly outperformed stocks, illustrating that the equity premium may not show up over different periods of time. Over the subsequent period (since1982), stocks delivered a higher return than T-Bills. This subsequent outcome would have been missed by an investor who left the stock market in 1981 after experiencing a disappointing period for the equity premium since 1965.
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Picking the Fastest Lane Is

a Stressful Guessing Game .,

Likewise, trying to anticipate the
movement of the market adds
anxiety and undue risk. ’



Presenter
Presentation Notes
Talking Points:
Many people think they need to predict where prices are going to get ahead, but this is not required to outperform markets.
How many times have you been stuck in traffic and switched to a faster lane only to come to a standstill. Doing this adds anxiety and increases the risk of an accident and you may or may not have improved your situation.
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US Large Cap Market Intra-year Gains and Declines

vS. Calendar Year Returns
1990-2019
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In US dollars. Data is calculated off rounded daily returns. US Large Cap is the S&P 500 Index; S&P data © 2020 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Largest Intra-Year Gain refers to the largest

market increase from trough to peak during the year. Largest Intra-Year Decline refers to the largest market decrease from peak to trough during the year. Indices are not available for direct investment. Their performance does not reflect

the expenses associated with the management of an actual portfolio. Past performance is not a guarantee of future results. Values change frequently and past performance may not be repeated. There is always the risk that an investor

may lose money. Even a long-term investment approach cannot guarantee a profit. 13


Presenter
Presentation Notes
Talking Points:
The performance of stock markets can be wildly different from day to day and year to year. Investors would do well to consider volatility to be normal. This graph displays returns of the S&P 500 Index since 1990. The blue bars show the return for the entire calendar year. The black and red whiskers show the largest gain and decline within each year. 
Even in years with high calendar-year returns, a large intra-year decline may have occurred. The performance for any given time period does not need to prompt action. A long-term focus can help block out the noise. 
Intra-year gains measure the largest increase within a calendar year using daily total return data. Intra-year declines measure the largest decline within a calendar year using daily total return data. For each day of the year, the return from that day to the highest and lowest points in the remainder of the calendar year is calculated. The intra-year gain is the highest of these returns. The intra-year decline is the lowest of these returns. For example, in 2009 the S&P 500 had a calendar year return of 26.46% and the largest intra-year decline was 27.19% (from January 7 to March 9) while the largest intra-year gain was 69.66% (from March 10 to December 28).


A IDA Intelligence
Driven Advisers

US Market Intra-year Gains and Declines

vSs. Calendar Year Returns
1979-2019
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In US dollars. Data is calculated off rounded daily returns. US Market is the Russell 3000 Index. Largest Intra-Year Gain refers to the largest market increase from trough to peak during the year. Largest Intra-Year Decline refers to the

largest market decrease from peak to trough during the year. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell Indexes.

Past performance is not a guarantee of future results. Values change frequently and past performance may not be repeated. There is always the risk that an investor may lose money. Indices are not available for direct investment. Their

performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is not a guarantee of future results. Values change frequently and past performance may not be repeated. There is

always the risk that an investor may lose money. Even a long-term investment approach cannot guarantee a profit. 14


Presenter
Presentation Notes
Talking Points:
The performance of stock markets can be wildly different from day to day and year to year. Investors would do well to consider volatility to be normal. This graph displays returns of the Russell 3000 Index since 1979. The blue bars show the return for the entire calendar year. The black and red whiskers show the largest gain and decline within each year. 
Even in years with high calendar-year returns, a large intra-year decline may have occurred. The performance for any given time period does not need to prompt action. A long-term focus can help block out the noise. 
Intra-year gains measure the largest increase within a calendar year using daily total return data. Intra-year declines measure the largest decline within a calendar year using daily total return data. For each day of the year, the return from that day to the highest and lowest points in the remainder of the calendar year is calculated. The intra-year gain is the highest of these returns. The intra-year decline is the lowest of these returns. For example, in 2009 the Russell 3000 had a calendar year return of 28.34% and the largest intra-year decline was 27.42% (from January 7 to March 9) while the largest intra-year gain was 72.50% (from March 10 to December 28).
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Reacting Can Hurt Performance
Performance of the S&P 500 Index, 1990-2018

Missing only a few days
of strong returns can
drastically impact

° overall performance.
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Total Missed Missed Missed Missed One-
Period 1 Best 5 Best 15 Best 25 Best Month
Day Single Single Single UsS T-Bills
Days Days Days
Annualized
Compound Return 9.29% 8.87% 7.75% 5.79% 4.18% 2.74%

In US dollars. For illustrative purposes. The missed best day(s) examples assume that the hypothetical portfolio fully divested its holdings at the end of the day before the missed best day(s), held cash for the missed best day(s), and

reinvested the entire portfolio in the S&P 500 at the end of the missed best day(s). Annualized returns for the missed best day(s) were calculated by substituting actual returns for the missed best day(s) with zero.

S&P data © 2019 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. “One-Month US T- Bills” is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Data is calculated off

rounded daily index values. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. Past performance is not a guarantee of future results. 15


Presenter
Presentation Notes
This chart illustrates the importance of staying invested in order to capture the equity premium. Missing out on even a few of the market’s best days each year can have a significant impact on cumulative returns.
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The Capital Markets Have Rewarded

Long-Term Investors
Monthly growth of wealth ($1), 1926-2018
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US Small Cap Index is the CRSP 6-10 Index; US Large Cap Index is the S&P 500 Index; Long-Term Government Bonds Index is 20-year US government bonds; Treasury Bills are One-Month US Treasury bills; 1-Month Treasury Bills

Index is the IA SBBI US 30 Day TBill TR USD. Treasury Index data sourced from Ibbotson Associates, via Morningstar. Direct Inflation is the Consumer Price Index. CRSP data provided by the Center for Research in Security Prices, S&P

data © 2019 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Bonds, T-bills, and inflation data provided by Morningstar.

Past performance is no guarantee of future results. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. 16


Presenter
Presentation Notes
Talking Points:
Most people look to the financial markets as their main investment avenue—and the good news is that the capital markets have rewarded long-term investors. The markets represent capitalism at work in the economy—and historically, free markets have provided a long-term return that has more than offset inflation. 
This is documented in the growth of wealth graph, which shows monthly performance of various indices and inflation since 1926. These indices represent different areas of the US financial markets, such as stocks and bonds. 
The data illustrates the beneficial role of stocks in creating real wealth over time. 
T-bills have barely covered inflation, while longer-term bonds have provided higher returns over inflation. US stock returns have far exceeded inflation and significantly outperformed bonds. 
Another key point is that not all stocks or bonds are the same. For example, consider the performance of US small cap stocks vs. large cap stocks over this time period and the cumulative difference in $1 invested in each index in 1926. 
Keep in mind that there’s risk and uncertainty in the markets. Historical results may not be repeated in the future. Nevertheless, the market is constantly pricing securities to reflect a positive expected return going forward. Otherwise, people would not invest their capital.
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Distribution of US Market Returns

CRSP 1-10 Index returns by year
1926-2019
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In US dollars. CRSP data provided by the Center for Research in Security Prices, University of Chicago. The CRSP 1-10 Index measures the performance of the total US stock market, which it defines as the aggregate capitalization of all
securities listed on the NYSE, AMEX, and NASDAQ exchanges. Indices are not available for direct investment; therefore, their performance does not reflect the expenses associated with the management of an actual portfolio. Past
performance is not a guarantee of future results.
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Presentation Notes
Talking Points:
The above chart shows the historical distribution of US market returns since 1926. The performance years are stacked in order of return range. 
The graphic highlights that, over a long horizon, the market’s positive return years have outnumbered the negative return years, with positive performance more concentrated in the higher ranges of returns.
History shows that the stock market has rewarded investors who can bear the risk of stocks and stay committed through various periods of performance.
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Historical Distribution of US Large Cap Market’s Daily Returns

Daily Total Returns: January 1990—-December 2018

500 . . . .
Proportion of daily returns below: Proportion of daily returns above:
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Gray lines show two standard deviations from mean (-2.17%, 2.26%), which is a statistical measurement of historical volatility that represents 95% of all outcomes.
A volatile stock tends to have a higher standard deviation from the mean.
In US dollars.
US Large Capis the S&P 500 Index. S&P data © 2019 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. The information shown here is derived from the index.
Past performance is not a guarantee of future results. Indices are not available for direct investment; therefore, their performance does not reflect the expenses associated with the management of 18

an actual portfolio. Values change frequently and past performance may not be repeated. There is always the risk that an investor may lose money.
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Presentation Notes
Talking Points:
This chart shows a histogram of daily return observations for the S&P 500 since 1990. Each bar represents the number of days the S&P 500 had a return of that magnitude within the specified date range. The S&P 500 has had daily returns of greater than +3% or below -3% but it has been significantly fewer times than daily returns between -3% and +3%. Daily returns of +/-5%, +/-7% and +/-10% have been observed even fewer times during this time period. 
The gray lines mark two standard deviations from the mean, which is a statistical measurement of historical volatility that represents approximately 95% of all outcomes. A volatile stock tends to have a higher standard deviation from the mean. While single daily returns outside of these bounds are rare, they are not unheard of.


AIDA
Driven Advisers

The Impact of Volatility

Impact on a Hypothetical $100,000 Portfolio

Year 1 Year 2 Average Compound Value at End
Return Return Return Return of Year 2
Portfolio 1 50% -50% 0% -13.4% $75,000
Portfolio 2 10% -10% 0% -0.5% $99,000

19

For illustrative purposes only.
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Presentation Notes
Talking Points:
As shown in the illustration, lower volatility can result in a higher compound return and greater terminal wealth.
Although Portfolio 1 experiences a strong gain in the first year, this gain is more than eliminated in year two. Portfolio 2 experiences a much smaller gain and loss during the two-year period, but the lower volatility of returns produces a higher compound return and preserves more portfolio value. 
Managing volatility is particularly crucial during a market downturn. After experiencing a loss, a portfolio must earn an even higher return in future periods to fully recover to its previous level.
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Markets Have Rewarded Discipline
Growth of a dollar—MSCI World Index (net dividends), 1970-2019
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A disciplined investor looks beyond the
concerns of today to the long-term growth
potential of markets.
In US dollars. MSCI data © MSCI 2020, all rights reserved. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio. 20

Past performance is no guarantee of future results.


Presenter
Presentation Notes
Talking Points:
News and financial commentary can influence people’s view of investing. Without a strong investment philosophy to guide them, people also may follow the advice of friends, neighbors, or family, especially if the “insight” promises a fast, easy return. 
But growing wealth has no shortcuts. Success requires a solid investment approach, a long-term perspective, and discipline to stay the course.


Focus on What You Can Control

 Create an investment plan to fit
your needs and risk tolerance.

e  Structure a portfolio along the
dimensions of expected returns.

* Diversify globally.
« Manage expenses, turnover, and taxes.

o  Stay disciplined through market dips
and swings.

AID |rle||<~r| e
iven Advisers

A financial advisor can offer
expertise and guidance to

help you focus on actions that add
value. This can lead to a better
Investment experience.

Investing involves risks including possible loss of principal. International investing involves special risks such as currency fluctuation and political instability. Investing in emerging markets may accentuate these risks.
Diversification does not eliminate the risk of market loss. This is for informational purposes only and is not to be construed as investment or tax advice. Talk to your financial advisor prior to making an investment decision. 21
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Presentation Notes
To have a better investment experience, people should focus on the things they can control.
It starts with an advisor creating an investment plan based on market principles, informed by financial science, and tailored to a client’s specific needs and goals. Along the way, an advisor can help clients focus on actions that add investment value, such as managing expenses and portfolio turnover while maintaining broad diversification.
Equally important, an advisor can provide knowledge and encouragement to help investors stay disciplined through various market conditions.
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Balanced Strategy Disclosure and Index Descriptions

There is no guarantee investment strategies will be successful. Investing involves risks including possible loss of principal.

The model's performance does not reflect advisory fees or other expenses associated with the management of an actual portfolio. There are limitations inherent in model
allocations. In particular, model performance may not reflect the impact that economic and market factors may have had on the advisor's decision making if the advisor were
actually managing client money. The balanced strategies are not recommendations for an actual allocation.

International Value represented by Fama/French International Value Index for 1975-1993. Emerging Markets represented by MSCI Emerging Markets Index (gross dividends) for
1988-1993. Emerging Markets weighting allocated evenly between International Small Cap and International Value prior to January 1988 data inception. Emerging Markets Small
Cap represented by Fama/French Emerging Markets Small Cap Index for 1989-1993. Emerging Markets Value and Small Cap weighting allocated evenly between International

Small Cap and International Value prior to January 1989 data inception. Two-Year Global weighting allocated to One-Year prior to January 1990 data inception. Five-Year Global

weighting allocated to Five-Year Government prior to January 1990 data inception.

Dimensional US Large Cap Value Index is compiled by Dimensional from CRSP and
Compustat data. The index targets securities of US companies traded on the NYSE,
NYSE MKT (formerly AMEX), and Nasdaqg Global Market with market capitalizations
above the 1,000th-largest company whose relative price is in the bottom 30% of the
Dimensional US Large Cap Index after the exclusion of utilities, companies lacking
financial data, and companies with negative relative price. The index emphasizes
securities with higher profitability, lower relative price, and lower market capitalization.
Profitability is measured as operating income before depreciation and amortization
minus interest expense scaled by book. Exclusions: non-US companies, REITs, UITs,
and investment companies. The index has been retroactively calculated by
Dimensional and did not exist prior to March 2007. The calculation methodology was
amended in January 2014 to include profitability as a factor in selecting securities for
inclusion in the index.

Dimensional US Small Cap Index is compiled by Dimensional from CRSP and
Compustat data. Targets securities of US companies traded on the NYSE, NYSE MKT
(formerly AMEX), and Nasdaq Global Market whose market capitalization falls in the
lowest 8% of the total market capitalization of the eligible market. The index
emphasizes companies with higher profitability. Profitability is measured as operating
income before depreciation and amortization minus interest expense scaled by book.
Exclusions: non-US companies, REITs, UITs, and investment companies. The index
has been retroactively calculated by Dimensional Fund Advisors and did not exist prior
to March 2007. The calculation methodology was amended in January 2014 to include
profitability as a factor in selecting securities for inclusion in the index.

Information provided by Dimensional Fund Advisors LP.

Dimensional US Small Cap Value Index is compiled by Dimensional from CRSP and
Compustat data. Targets securities of US companies traded on the NYSE, NYSE MKT
(formerly AMEX), and Nasdaq Global Market whose relative price is in the bottom 35%
of the Dimensional US Small Cap Index after the exclusion of utilities, companies
lacking financial data, and companies with negative relative price. The index
emphasizes securities Sources and Descriptions of Data with higher profitability, lower
relative price, and lower market capitalization. Profitability is measured as operating
income before depreciation and amortization minus interest expense scaled by book.
Exclusions: non-US companies, REITs, UITs, and investment companies. The index
has been retroactively calculated by Dimensional and did not exist prior to March 2007.
The calculation methodology for the Dimensional US Small Cap Value Index was
amended in January 2014 to include direct profitability as a factor in selecting
securities for inclusion in the index.

Dimensional International Marketwide Value Index is compiled by Dimensional from
Bloomberg securities data. The index consists of companies whose relative price is in
the bottom 33% of their country’s companies after the exclusion of utilities and
companies with either negative or missing relative price data. The index emphasizes
companies with smaller capitalization, lower relative price, and higher profitability. The
index also excludes those companies with the lowest profitability and highest relative
price within their country’s value universe. Profitability is measured as operating
income before depreciation and amortization minus interest expense scaled by book.
Exclusions: REITs and investment companies. The index has been retroactively
calculated by Dimensional and did not exist prior to April 2008. The calculation
methodology for the Dimensional International Marketwide Value Index was amended
in January 2014 to include direct profitability as a factor in selecting securities for
inclusion in the index.

The Dimensional Indices have been retrospectively calculated by Dimensional Fund Advisors LP and did not exist prior to their index inceptions dates. Accordingly, results shown during the periods prior to each Index’s index inception date do
not represent actual returns of the Index. Other periods selected may have different results, including losses. The model's performance does not reflect advisory fees or other expenses associated with the management of an actual portfolio.
There are limitations inherent in model allocations. In particular, model performance may not reflect the impact that economic and market factors may have had on the advisor's decision making if the advisor were actually managing client

money. The balanced strategies are not recommendations for an actual allocation.



Balanced Strategy Disclosure and Index Descriptions

Dimensional International Small Cap Index (January 1990—present): The index is
compiled by Dimensional from Bloomberg securities data. Market-capitalization-
weighted index of small company securities in the eligible markets excluding those with
the lowest profitability and highest relative price within the small cap universe.
Profitability is measured as operating income before depreciation and amortization
minus interest expense scaled by book. Exclusions: REITs and investment companies.
The index has been retroactively calculated by Dimensional and did not exist prior to
April 2008. The calculation methodology for the Dimensional International Small Cap
Index was amended in January 2014 to include direct profitability as a factor in
selecting securities for inclusion in the index. July 1981-1989: Created by
Dimensional, the index includes securities of MSCI EAFE countries in the bottom 10%
of market capitalization excluding the bottom 1%. All securities are market
capitalization weighted. Each country is capped at 50%; rebalanced semiannually.

Dimensional International Small Cap Value Index (January 1990—present): The
index is defined as companies whose relative price is in the bottom 35% of their
country’s respective constituents in the Dimensional International Small Cap Index
after the exclusion of utilities and companies with either negative or missing relative
price data. The index also excludes those companies with the lowest profitability within
their country’s small value universe. Profitability is measured as operating income
before depreciation and amortization minus interest expense scaled by book.
Exclusions: REITs and investment companies. The index has been retroactively
calculated by Dimensional and did not exist prior to April 2008. The calculation
methodology for the Dimensional International Small Cap Value Index was amended in
January 2014 to include direct profitability as a factor in selecting securities for
inclusion in the index. Prior to January 1990: Created by Dimensional, the index
includes securities of MSCI EAFE countries in the top 30% of book-to-market by
market capitalization conditional on the securities being in the bottom 10% of market
capitalization, excluding the bottom 1%. All securities are market-capitalization
weighted. Each country is capped at 50%; rebalanced semiannually.

Information provided by Dimensional Fund Advisors LP.

Dimensional Emerging Markets Index is compiled by Dimensional from Bloomberg
securities data. Market-capitalization-weighted index of all securities in the eligible
markets. The index has been retroactively calculated by Dimensional and did not exist
prior to April 2008. Exclusions: REITs and Investment Companies.

Dimensional Emerging Markets Small Cap Index (January 1994—present): The
index is compiled by Dimensional from Bloomberg securities data. The index is a
market-capitalization-weighted index of small company securities in the eligible
markets excluding those with the lowest profitability and highest relative price within
the small cap universe. Profitability is measured as operating income before
depreciation and amortization minus interest expense scaled by book. Exclusions:
REITs and investment companies. The index has been retroactively calculated by
Dimensional and did not exist prior to April 2008. The calculation methodology for the
Dimensional Emerging Markets Small Index was amended in January 2014 to include
profitability as a factor in selecting securities for inclusion in the index. Prior to January
1994: Fama/French Emerging Markets Small Cap Index.

Dimensional Emerging Markets Value Index (January 1994—present): The index is
compiled by Dimensional from Bloomberg securities data. The index consists of
companies whose relative price is in the bottom 33% of their country’s companies after
the exclusion of utilities and companies with either negative or missing relative price
data. The index emphasizes companies with smaller capitalization, lower relative price,
and higher profitability. The index also excludes those companies with the lowest
profitability and highest relative price within their country’s value universe. Profitability
is measured as operating income before depreciation and amortization minus interest
expense scaled by book. Exclusions: REITs and investment companies. The index has
been retroactively calculated by Dimensional and did not exist prior to April 2008. The
calculation methodology for the Dimensional Emerging Markets Value Index was
amended in January 2014 to include profitability as a factor in selecting securities for
inclusion in the index. Prior to January 1994: Fama/French Emerging Markets Value
Index.

The Dimensional Indices have been retrospectively calculated by Dimensional Fund Advisors LP and did not exist prior to their index inceptions dates. Accordingly, results shown during the periods prior to each Index’s index inception date do
not represent actual returns of the Index. Other periods selected may have different results, including losses. The model's performance does not reflect advisory fees or other expenses associated with the management of an actual portfolio.
There are limitations inherent in model allocations. In particular, model performance may not reflect the impact that economic and market factors may have had on the advisor's decision making if the advisor were actually managing client

money. The balanced strategies are not recommendations for an actual allocation.
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Intelligence Driven Advisors Disclosures

This presentation is for educational and informational purposes only and should not be considered investment advice, a
recommendation to buy or sell securities, a solicitation, or intended to infer that the approach to investing discussed in this
presentation will assure any particular results. Information in this report has been provided by Dimensional Fund Advisors and
is based on their views and opinions as of the date of publication which are subject to change due to changes in market or
economic conditions. The information contained within this presentation was carefully compiled from sources Intelligence
Driven Advisors believes to be reliable, but we cannot guarantee accuracy. Actual results of a portfolios may differ from results
shown. Unless otherwise noted, returns do not reflect advisory fees, brokerage commissions or other expenses of investing. All
investing involves risks and costs and clients may experience a loss.

The Standard & Poor's 500 Index - S&P 500 is a market-capitalization-weighted index of the 500 largest U.S. publicly traded
companies by market value. The S&P 500 is a market value or market-capitalization weighted index and one of the most
common benchmarks for the broader U.S. equity markets. Unless otherwise noted, index returns reflect the reinvestment of
income dividends and capital gains, if any, but do not reflect fees, brokerage commissions or other expenses of investing.
Investors may not make direct investments into any index.

Intelligence Driven Advisers is an SEC registered investment adviser; however, such registration does not imply a certain level
of skill or training and no inference to the contrary should be made. For detailed information about our services and fees,
please read our Form ADV Part 2A, which can be found at https://www.advisorinfo.sec.gov or by calling us at (760) 707-5555.
The information presented here does not represent specific tax or legal advice, any tax or legal questions should be addressed
with your tax and/or legal advisor.
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