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Disclosure: Professional Financial Strategies, Inc. is an investment advisor registered with the Securities and Exchange Commission, and an independent, fee-only firm. 
 
Please remember that past performance may not be indicative of future results.  Indexes use for illustration purposes are not available for direct investment; therefore, their performance does not reflect the expenses associated with the management of an actual portfolio.  Different 
types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Professional Financial 
Strategies, Inc.), or any non-investment related content made reference to directly or indirectly in this whitepaper, will be profitable, or equal any corresponding indicated historical performance level(s), or be suitable for your portfolio or individual situation, or prove successful.  All 
expressions of opinion are subject to change without notice in reaction to changing market conditions and/or applicable laws.  Due to various factors, such as rapidly changing market, social or geopolitical conditions, content herein may no longer be reflective of current opinions or 
positions of Paul Byron Hill or Professional Financial Strategies, Inc. 
 
Moreover, you should not assume that any discussion or information contained in this paper serves as the receipt of, or as a substitute for, personalized investment advice from Professional Financial Strategies, Inc. or a Certified Financial Planner® professional. To the extent that a 
reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with a professional advisor of their choosing. Professional Financial Strategies, Inc. is neither a law firm nor a certified public 
accounting firm, and so no portion of the published content should be construed as legal or accounting advice.  If you are a Professional Financial client, please remember to contact Professional Financial, in writing, if there are any changes in your personal circumstances, financial 
situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services. 
  
A printed copy of Professional Financial’s current disclosure brochure discussing advisory services and fees is available upon request by calling 585.218.9080.. 
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Prices reflect the aggregate expectations of market participants. 

Fairly priced securities can have different expected returns. 

Efficiently capturing higher expected returns requires the rational 
use of information contained in security prices. 
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Historical Distribution of US Large Cap Market’s Daily Returns 
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Daily Total Returns: October 1989–December 2016 

In US dollars. 
US Large Cap is the S&P 500 Index, provided by Standard & Poor’s Index Services Group. 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  
an actual portfolio. Values change frequently and past performance may not be repeated. There is always the risk that an investor may lose money.  

Gray lines show two standard deviations from mean (-2.21%, 2.29%), 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. 
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Distribution of US Market Returns 
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CRSP 1–10 Index returns by year 
1926–2016 

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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Dimensions of Expected Returns 
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Expected returns are driven by prices investors pay and cash flows they expect to receive 

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

•  Sensible 

•  Persistent 

•  Pervasive 

•  Robust 

•  Cost-effective 

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.  

DIMENSIONS POINT TO SYSTEMATIC DIFFERENCES IN EXPECTED RETURNS 

EQ
U

IT
IE

S 

Company Size  
Small cap premium—small vs. large companies 

Market  
Equity premium—stocks vs. bonds 

Relative Price1 
Value premium—value vs. growth companies 

Profitability2 
Profitability premium—high vs. low profitability companies 

SC: GC12 Performance of Premiums  



Dimensions of Expected Returns 
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Historical premiums and returns (annualized): US, Developed ex US, and Emerging Markets 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. US size premium: Dimensional US Small Cap Index minus S&P 500 Index. US relative price premium: Fama/French US Value Index minus Fama/French US Growth Index. US profitability premium: Dimensional US High 
Profitability Index minus Dimensional US Low Profitability Index. Dev. ex US size premium: Dimensional Intl. Small Cap Index minus MSCI World ex USA Index (gross div.). Dev. ex US relative price premium: Fama/French International Value 
Index minus Fama/French International Growth Index. Dev. ex US profitability premium: Dimensional International High Profitability Index minus Dimensional International Low Profitability Index. Emerging Markets size premium: Dimensional 
Emerging Markets Small Cap Index minus MSCI Emerging Markets Index (gross div.). Emerging Markets relative price premium: Fama/French Emerging Markets Value Index minus Fama/French Emerging Markets Growth Index. Emerging 
Markets profitability premium: Dimensional Emerging Markets High Profitability Index minus Dimensional Emerging Markets Low Profitability Index. Profitability is measured as operating income before depreciation and amortization minus 
interest expense scaled by book. 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. Index returns are not representative of actual portfolios and do not reflect costs and fees associated with an actual investment. Actual returns may be lower. See “Index Descriptions” for descriptions of 
Dimensional and Fama/French index data. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. The S&P data is provided by Standard & Poor’s Index 
Services Group. MSCI data © MSCI 2017, all rights reserved.  

SC: GC01 
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11.41 9.60 
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Performance of Premiums 

Note: Include Index 
Descriptions in Appendix 



Yearly Observations of Premiums 
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Equity, size, relative price, and profitability: US Markets 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. Equity premium: Fama/French Total US Market Index minus one-month US Treasury Bills. Size premium: Dimensional US Small Cap Index minus the S&P 500 Index. Relative price premium: Fama/French US Value Index 
minus the Fama/French US Growth Index. Profitability premium: Dimensional US High Profitability Index minus the Dimensional US Low Profitability Index. Profitability is measured as operating income before depreciation and amortization 
minus interest expense, scaled by book. Dimensional indices use CRSP and Compustat data. One-Month Treasury Bills is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Fama/French indices 
provided by Ken French. The S&P data is provided by Standard & Poor's Index Services Group. The information shown here is derived from such indices. Index descriptions available upon request. Eugene Fama and Ken French are 
members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP.  
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 no guarantee of future results.  
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Yearly Observations of Premiums 
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Equity, size, relative price, and profitability: Developed ex US Markets 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. Equity premium: MSCI World ex USA Index (gross dividends) minus one-month US Treasury Bills. Size premium: Dimensional International Small Cap Index minus the MSCI World ex USA Index (gross dividends). Relative price 
premium: Fama/French International Value Index minus the Fama/French International Growth Index. Profitability premium computed by Dimensional using Bloomberg data: Dimensional International High Profitability Index minus the 
Dimensional International Low Profitability Index. Profitability is measured as operating income before depreciation and amortization minus interest expense, scaled by book. Dimensional indices use Bloomberg data. One-Month Treasury Bills is 
the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Fama/French indices provided by Ken French. MSCI data copyright MSCI 2017, all rights reserved. The information shown here is derived from such 
indices. Index descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 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 no guarantee of future results.  
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Equity, size, relative price, and profitability: Emerging Markets 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. Equity premium: Fama/French Emerging Markets Index minus one-month US Treasury Bills. Size premium: Dimensional Emerging Markets Small Cap Index minus MSCI Emerging Markets Index (gross dividends). Relative 
price premium: Fama/French Emerging Markets Value Index minus Fama/French Emerging Markets Growth Index. Profitability premium: Dimensional Emerging Markets High Profitability Index minus the Dimensional Emerging Markets Low 
Profitability Index. Profitability is measured as operating income before depreciation and amortization minus interest expense, scaled by book. Dimensional indices use Bloomberg data. One-Month Treasury Bills is the IA SBBI US 30 Day TBill 
TR USD, provided by Ibbotson Associates via Morningstar Direct. Fama/French indices provided by Ken French. MSCI data copyright MSCI 2017, all rights reserved. The information shown here is derived from such indices. Index 
descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 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 no guarantee of future results.  
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Market minus one-month Treasury bills: US Markets 
1928–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The equity premium is the Fama/French Total US Market Index minus one-month US Treasury Bills. Fama/French indices provided by Ken French. The information shown here is derived from such indices. One-Month Treasury 
Bills is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Index descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting 
services to Dimensional Fund Advisors LP. 
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 no guarantee of future results.  
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Small cap minus large cap: US Markets 
1928–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The size premium is the Dimensional US Small Cap Index minus the S&P 500 Index. Dimensional indices use CRSP and Compustat data. The S&P data is provided by Standard & Poor's Index Services Group. The information 
shown here is derived from such indices. Index descriptions available upon request.  
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 no guarantee of future results. 
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Value minus growth: US Markets 
1928–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The relative price premium is the Fama/French US Value Index minus the Fama/French US Growth Index. Fama/French indices provided by Ken French. The information shown here is derived from such indices. Index 
descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 
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 no guarantee of future results.  

Arithmetic Average of Annual Premiums 

Within 2% of Average 

Premiums within Range 

SC: EC01 

5.13% 

1928 1938 1948 1958 1968 1978 1988 1998 2008 2016 
-50% 

-40% 

-30% 

-20% 

-10% 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

P
re

m
iu

m
s 

Performance of Premiums 



Yearly Observations of Premiums 

14 

High profitability minus low profitability: US Markets 
1964–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The profitability premium is the Dimensional US High Profitability Index minus the Dimensional US Low Profitability Index. Profitability is measured as operating income before depreciation and amortization minus interest 
expense, scaled by book. Dimensional indices use CRSP and Compustat data. The information shown here is derived from such indices. Index descriptions available upon request.  
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 no guarantee of future results. 

Arithmetic Average of Annual Premiums 

Within 2% of Average 

Premiums within Range 

SC: EC01 

3.78% 

1964 1969 1974 1979 1984 1989 1994 1999 2004 2009 2016 
-50% 

-40% 

-30% 

-20% 

-10% 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

P
re

m
iu

m
s 

Performance of Premiums 



Historical Observations of 10-Year Premiums 

15 

Equity, size, relative price, and profitability: US Markets 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. 10-year rolling equity premium is computed as the 10-year annualized compound return on the Fama/French Total US Market Index minus the 10-year annualized compound return of the one-month US Treasury Bill. 10-year 
rolling size premium is computed as the 10-year annualized compound return on the Dimensional US Small Cap Index minus the 10-year annualized compound return on the S&P 500 Index. 10-year rolling relative price premium is computed 
as the 10-year annualized compound return on the Fama/French US Value Index minus the 10-year annualized compound return on the Fama/French US Growth Index. The 10-year rolling profitability premium is computed as the 10-year 
annualized compound return on the Dimensional US High Profitability Index minus the 10-year annualized compound return on the Dimensional US Low Profitability Index. Profitability is measured as operating income before depreciation and 
amortization minus interest expense, scaled by book. One-Month Treasury Bills is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Fama/French indices provided by Ken French. The S&P data is 
provided by Standard & Poor's Index Services Group.  Dimensional indices use CRSP and Compustat data. Index descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide 
consulting services to Dimensional Fund Advisors LP. 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 
no guarantee of future results.  
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Equity, size, relative price, and profitability: Developed ex US Markets 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. 10-year rolling equity premium is computed as the 10-year annualized compound return on the MSCI World ex USA Index (gross dividends)  minus the 10-year annualized compound return of the one-month US Treasury Bill. 
10-year rolling size premium is computed as the 10-year annualized compound return on the Dimensional International Small Cap Index minus the 10-year annualized compound return on the MSCI World ex USA Index (gross dividends). 10-
year rolling relative price premium is computed as the 10-year annualized compound return on the Fama/French International Value Index minus the 10-year annualized compound return on the Fama/French International Growth Index. The 
10-year rolling profitability premium is computed as the 10-year annualized compound return on the Dimensional International High Profitability Index minus the 10-year annualized compound return on the Dimensional International Low 
Profitability Index. Profitability is measured as operating income before depreciation and amortization minus interest expense, scaled by book. Dimensional indices use Bloomberg data. One-Month Treasury Bills is the IA SBBI US 30 Day TBill 
TR USD, provided by Ibbotson Associates via Morningstar Direct. Fama/French indices provided by Ken French. MSCI data copyright MSCI 2017, all rights reserved. Index descriptions available upon request. Eugene Fama and Ken French 
are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 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 no guarantee of future results.  
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Equity, size, relative price, and profitability: Emerging Markets 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. 10-year rolling equity premium is computed as the 10-year annualized compound return on the Fama/French Emerging Markets Index minus the 10-year annualized compound return of one-month US Treasury Bills. 10-year 
rolling size premium is computed as the 10-year annualized compound return on the Dimensional Emerging Markets Small Cap Index minus the 10-year annualized compound return on the MSCI Emerging Markets Index (gross dividends). 
10-year rolling relative price premium is computed as the 10-year annualized compound return on the Fama/French Emerging Markets Value Index minus the 10-year annualized compound return on the Fama/French Emerging Markets 
Growth Index. The 10-year rolling profitability premium is computed as the 10-year annualized compound return on the Dimensional Emerging Markets High Profitability Index minus the 10-year annualized compound return on the 
Dimensional Emerging Markets Low Profitability Index. Profitability is measured as operating income before depreciation and amortization minus interest expense, scaled by book. Dimensional indices use Bloomberg data. One-Month 
Treasury Bills is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Fama/French indices provided by Ken French. MSCI data copyright MSCI 2017, all rights reserved. Index descriptions available 
upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 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 no guarantee of future results.  
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Market minus one-month Treasury bills: US Markets 
1937–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The 10-year rolling equity premium is computed as the 10-year annualized compound return on the Fama/French Total US Market Index minus the 10-year annualized compound return of the one-month US Treasury Bill. One-
Month Treasury Bills is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Fama/French indices provided by Ken French. Index descriptions available upon request. Eugene Fama and Ken French 
are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 
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 no guarantee of future results.  
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Small cap minus large cap: US Markets 
1937–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The 10-year rolling size premium is computed as the 10-year annualized compound return on the Dimensional US Small Cap Index minus the 10-year annualized compound return on the S&P 500 Index. Dimensional indices use 
CRSP and Compustat data. The S&P data is provided by Standard & Poor's Index Services Group. Index descriptions available upon request.  
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 no guarantee of future results. 
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Value minus growth: US Markets 
1937–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The 10-year rolling relative price premium is computed as the 10-year annualized compound return on the Fama/French US Value Index minus the 10-year annualized compound return on the Fama/French US Growth Index. 
Fama/French indices provided by Ken French. Index descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 
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 no guarantee of future results.  
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High profitability minus low profitability: US Markets 
1973–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The 10-year rolling profitability premium is computed as the 10-year annualized compound return on the Dimensional US High Profitability Index minus the 10-year annualized compound return on the Dimensional US Low 
Profitability Index. Profitability is measured as operating income before depreciation and amortization minus interest expense, scaled by book. Dimensional indices use CRSP and Compustat data. Index descriptions available upon request.  
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 no guarantee of future results. 
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Value minus growth: US Markets 
1937–2016 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. The 10-year rolling relative price premium is computed as the 10-year annualized compound return on the Fama/French US Value Index minus the 10-year annualized compound return on the Fama/French US Growth Index. 
Fama/French indices provided by Ken French. Index descriptions available upon request. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 
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 no guarantee of future results.  
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10-year annualized premiums (2007–2016): US Markets 

Information provided by Dimensional Fund Advisors LP. 
In US dollars. US size premium is computed as the 10-year annualized compound return on the Dimensional US Small Cap Index minus the 10-year annualized compound return on the S&P 500 Index. US relative price premium is computed 
as the 10-year annualized compound return on the Fama/French US Value Index minus the 10-year annualized compound return on the Fama/French US Growth Index. US  profitability premium is computed as the 10-year annualized 
compound return on the Dimensional US High Profitability Index minus the 10-year annualized compound return on the Dimensional US Low Profitability Index. Profitability is measured as operating income before depreciation and 
amortization minus interest expense, scaled by book. Index descriptions available upon request. 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. Index returns are not representative of actual portfolios and do not reflect costs and fees associated with an actual investment. Actual returns may be 
lower. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. Dimensional indices use CRSP and Compustat data. Fama/French indices provided by Ken 
French. The S&P data is provided by Standard & Poor’s Index Services Group.  
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10-year annualized premiums (2007–2016): US, Developed ex US, and Emerging Markets 

Information provided by Dimensional Fund Advisors LP. 
All figures represent 10-year annualized compound returns (%) in US dollars. US size premium: Dimensional US Small Cap Index minus S&P 500 Index. US relative price premium: Fama/French US Value Index minus Fama/French US 
Growth Index. US profitability premium: Dimensional US High Profitability Index minus Dimensional US Low Profitability Index. Dev. ex US size premium: Dimensional Intl. Small Cap Index minus MSCI World ex USA Index (gross div.). Dev. 
ex US relative price premium: Fama/French International Value index minus Fama/French International Growth Index. Dev. ex US profitability premium: Dimensional International High Profitability Index minus Dimensional International Low 
Profitability Index. Emerging Markets size premium: Dimensional Emerging Markets Small Cap Index minus MSCI Emerging Markets Index (gross div.). Emerging Markets relative price premium: Fama/French Emerging Markets Value Index 
minus Fama/French Emerging Markets Growth Index. Emerging Markets profitability premium: Dimensional Emerging Markets High Profitability Index minus Dimensional Emerging Markets Low Profitability Index. Profitability is measured as 
operating income before depreciation and amortization minus interest expense scaled by book. 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. Index returns are not representative of actual portfolios and do not reflect costs and fees associated with an actual investment. Actual returns may be 
lower. See “Index Descriptions” for descriptions of Dimensional and Fama/French index data. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 
Dimensional indices use CRSP, Compustat and Bloomberg data. Fama/French indices provided by Ken French. The S&P data is provided by Standard & Poor’s Index Services Group. MSCI data © MSCI 2017, all rights reserved.  
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US Markets 
 

Information provided by Dimensional Fund Advisors LP. 
Indices are not available for direct investment. Past performance is not a guarantee of future results. 
1. Profitability is a measure of current profitability, based on information from individual companies’ income statements.  
In US dollars. Based on rolling annualized returns using monthly data. Rolling multiyear periods overlap and are not independent. This statistical dependence must be considered when assessing the reliability of long-horizon return differences.  
“One-Month Treasury Bills” is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Dimensional Index data compiled by Dimensional. Fama/French data provided by Fama/French. The S&P data is 
provided by Standard & Poor's Index Services Group. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. Index descriptions available upon request.  
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SC: EC02 Performance of Premiums  
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Market is Fama/French Total US Market Research Index.  
T-Bills is One-Month US Treasury Bills.  
There are 907 overlapping 15-year periods, 967 overlapping 10-year periods,  
1,027 overlapping 5-year periods, and 1,075 overlapping 1-year periods. 

Value is Fama/French US Value Research Index.  
Growth is Fama/French US Growth Research Index.  
There are 907 overlapping 15-year periods, 967 overlapping 10-year periods,  
1,027 overlapping 5-year periods, and 1,075 overlapping 1-year periods. 

Small is Dimensional US Small Cap Index.  
Large is S&P 500 Index.  
There are 896 overlapping 15-year periods, 956 overlapping 10-year periods,  
1,016 overlapping 5-year periods, and 1,064 overlapping 1-year periods.  

High is Dimensional US High Profitability Index.  
Low is Dimensional US Low Profitability Index.  
There are 463 overlapping 15-year periods, 523 overlapping 10-year periods,  
583 overlapping 5-year periods, and 631 overlapping 1-year periods. 

61% of the time 

75% of the time 

85% of the time 

95% of the time 

1-Year 

5-Year 

10-Year 

15-Year 

57% of the time 

64% of the time 

72% of the time 

82% of the time 

1-Year 

5-Year 

10-Year 

15-Year 

69% of the time 

93% of the time 

99% of the time 

100% of the time 

1-Year 

5-Year 

10-Year 

15-Year 



Historical Performance of Premiums over Rolling Periods 
 

26 

Developed ex US Markets 
 

Information provided by Dimensional Fund Advisors LP. 
Indices are not available for direct investment. Past performance is not a guarantee of future results. 
1. Profitability is a measure of current profitability, based on information from individual companies’ income statements.  
In US dollars. Based on rolling annualized returns using monthly data. Rolling multiyear periods overlap and are not independent. This statistical dependence must be considered when assessing the reliability of long-horizon return differences.  
“One-Month Treasury Bills” is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Dimensional Index data compiled by Dimensional. Fama/French data provided by Fama/French. MSCI data 
copyright MSCI 2017, all rights reserved. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. Index descriptions available upon request.  
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SMALL beat LARGE 
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SC: EC02 Performance of Premiums  

Market is MSCI World ex USA Index (gross div.).  
T-Bills is One-Month US Treasury Bills.  
There are 385 overlapping 15-year periods, 445 overlapping 10-year periods,  
505 overlapping 5-year periods, and 553 overlapping 1-year periods. 

Value is Fama/French International Value Index.  
Growth is Fama/French International Growth Index.  
There are 325 overlapping 15-year periods, 385 overlapping 10-year periods,  
445 overlapping 5-year periods, and 493 overlapping 1-year periods. 

Small is Dimensional International Small Cap Index. 
Large is MSCI World ex USA Index (gross div.).  
There are 385 overlapping 15-year periods, 445 overlapping 10-year periods,  
505 overlapping 5-year periods, and 553 overlapping 1-year periods. 

High is Dimensional International High Profitability Index.  
Low is Dimensional International Low Profitability Index.  
There are 145 overlapping 15-year periods, 205 overlapping 10-year periods,  
265 overlapping 5-year periods, and 313 overlapping 1-year periods. 
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Emerging Markets 
 

Information provided by Dimensional Fund Advisors LP. 
Indices are not available for direct investment. Past performance is not a guarantee of future results. 
1. Profitability is a measure of current profitability, based on information from individual companies’ income statements.  
In US dollars. Based on rolling annualized returns using monthly data. Rolling multiyear periods overlap and are not independent. This statistical dependence must be considered when assessing the reliability of long-horizon return differences.  
“One-Month Treasury Bills” is the IA SBBI US 30 Day TBill TR USD, provided by Ibbotson Associates via Morningstar Direct. Dimensional Index data compiled by Dimensional. Fama/French data provided by Fama/French. MSCI data copyright 
MSCI 2017, all rights reserved. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. Index descriptions available upon request.  

Small beat large 96% of the 
time. 

MARKET beat T-BILLS 

Overlapping Periods: January 1989–December 2016 

VALUE beat GROWTH 

Overlapping Periods: January 1989–December 2016 

SMALL beat LARGE 
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HIGH PROFITABILITY1 beat LOW PROFITABILITY 

Overlapping Periods: July 1995–December 2016 

SC: EC02 Performance of Premiums  

Market is Fama/French Emerging Markets Index.  
T-Bills is One-Month US Treasury Bills.  
There are 157 overlapping 15-year periods, 217 overlapping 10-year periods,  
277 overlapping 5-year periods, and 325 overlapping 1-year periods. 

Value is Fama/French Emerging Markets Value Index.  
Growth is Fama/French Emerging Markets Growth Index.  
There are 157 overlapping 15-year periods, 217 overlapping 10-year periods,  
277 overlapping 5-year periods, and 325 overlapping 1-year periods. 

Small is Dimensional Emerging Markets Small Index.  
Large is MSCI Emerging Markets Index (gross div.).  
There are 157 overlapping 15-year periods, 217overlapping 10-year periods,  
277 overlapping 5-year periods, and 325 overlapping 1-year periods. 

High is Dimensional Emerging Markets High Profitability Index.  
Low is Dimensional Emerging Markets Low Profitability Index.  
There are 79 overlapping 15-year periods, 139 overlapping 10-year periods,  
199 overlapping 5-year periods, and 247 overlapping 1-year periods. 
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In US dollars. These indices are the current components of the Dimensional Equity Balanced Strategy Index as of 1994 –present.  Indices are not available for direct investment and performance does not reflect expenses of an actual 
portfolio. Sources: Dimensional for Dimensional Index data. Indices are not available for direct investment and performance does not reflect expenses of an actual portfolio. Past performance is not a guarantee of future results. The S&P 
data is provided by Standard & Poor's Index Services Group. See Appendix for Descriptions of Dimensional Indices. 
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In US dollars. These indices are the current components of the Dimensional Equity Balanced Strategy Index as of 1994 –present.  Indices are not available for direct investment and performance does not reflect expenses of an actual 
portfolio. Sources: Dimensional for Dimensional Index data. Indices are not available for direct investment and performance does not reflect expenses of an actual portfolio. Past performance is not a guarantee of future results. The S&P 
data is provided by Standard & Poor's Index Services Group. See Appendix for Descriptions of Dimensional Indices. 
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Did diversification work? 

•  The S&P 500 did better than the globally 
diversified index 18 times. 

•  It did worse 29 times. 
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In US dollars. Sources: Dimensional for Dimensional Index data. See "Dimensional Equity Balanced Strategy Index Description" slide in the Appendix for more information. Indices are not available for direct investment and performance 
does not reflect expenses of an actual portfolio. Past performance is not a guarantee of future results. The S&P data is provided by Standard & Poor's Index Services Group.  

Global Balanced Equity Strategy Index vs. S&P 500 vs. T-Bills 
Performance: January 1970–December 2016 
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Corresponding Appendix Slide:  
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Information provided by Dimensional Fund Advisors LP. 
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. Backtested index performance is hypothetical and is provided for informational purposes only to indicate historical performance had 
the index been calculated over the relevant time periods. Backtested performance results assume the reinvestment of dividends and capital gains. 

Dimensional US Small Cap Index was created by Dimensional in March 2007 and 
is compiled by Dimensional. It represents a market-capitalization-weighted index of 
securities of the smallest US companies whose market capitalization falls in the 
lowest 8% of the total market capitalization of the Eligible Market. The Eligible Market 
is composed of securities of US companies traded on the NYSE, NYSE MKT 
(formerly AMEX), and Nasdaq Global Market. Exclusions: Non-US companies, REITs, 
UITs, and investment companies. From January 1975 to the present, the index also 
excludes companies 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. Source: CRSP and 
Compustat. The index monthly returns are computed as the simple average of the 
monthly returns of 12 sub-indices, each one reconstituted once a year at the end of a 
different month of the year. The calculation methodology for the Dimensional US 
Small Cap Index was amended on January 1, 2014, to include profitability as a factor 
in selecting securities for inclusion in the index. 

Dimensional US High Profitability Index was created by Dimensional in January 
2014 and represents an index consisting of US companies. It is compiled by 
Dimensional. Dimensional sorts stocks into three profitability groups from high to low. 
Each group represents one-third of the market capitalization. Similarly, stocks are 
sorted into three relative price groups. The intersections of the three profitability 
groups and the three relative price groups yield nine subgroups formed on profitability 
and relative price. The index represents the average return of the three high-
profitability subgroups. It is rebalanced twice per year. Profitability is measured as 
operating income before depreciation and amortization minus interest expense scaled 
by book. Source: CRSP and Compustat. 

 

Dimensional US Low Profitability Index was created by Dimensional in January 
2014 and represents an index consisting of US companies. It is compiled by 
Dimensional. Dimensional sorts stocks into three profitability groups from high to low. 
Each group represents one-third of the market capitalization. Similarly, stocks are 
sorted into three relative price groups. The intersections of the three profitability 
groups and the three relative price groups yield nine subgroups formed on profitability 
and relative price. The index represents the average return of the three low-
profitability subgroups. It is rebalanced twice per year. Profitability is measured as 
operating income before depreciation and amortization minus interest expense scaled 
by book. Source: CRSP and Compustat. 

Dimensional International Small Cap Index was created by Dimensional in April 
2008 and is compiled by Dimensional. July 1981–December 1993: It Includes non-US 
developed securities in the bottom 10% of market capitalization in each eligible 
country. All securities are market capitalization weighted. Each country is capped at 
50%. Rebalanced semiannually. January 1994–Present: 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. The index monthly returns are computed as 
the simple average of the monthly returns of four sub-indices, each one reconstituted 
once a year at the end of a different quarter of the year. Prior to July 1981, the index 
is 50% UK and 50% Japan. The calculation methodology for the Dimensional 
International Small Cap Index was amended on January 1, 2014, to include 
profitability as a factor in selecting securities for inclusion in the index. 
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Information provided by Dimensional Fund Advisors LP. 
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. Backtested index performance is hypothetical and is provided for informational purposes only to indicate historical performance had 
the index been calculated over the relevant time periods. Backtested performance results assume the reinvestment of dividends and capital gains. Eugene Fama and Ken French are members of the Board of Directors for and provide 
consulting services to Dimensional Fund Advisors LP. 

Dimensional International Low Profitability Index was created by Dimensional in 
January 2013 and represents an index consisting of non-US developed companies. It 
is compiled by Dimensional. Dimensional sorts stocks into three profitability groups 
from high to low. Each group represents one-third of the market capitalization of each 
eligible country. Similarly, stocks are sorted into three relative price groups. The 
intersections of the three profitability groups and the three relative price groups yield 
nine subgroups formed on profitability and relative price. The index represents the 
average return of the three low-profitability subgroups. The index is rebalanced twice 
per year. Profitability is measured as operating income before depreciation and 
amortization minus interest expense scaled by book. Source: Bloomberg. 

Dimensional International High Profitability Index was created by Dimensional in 
January 2013 and represents an index consisting of non-US developed companies. It 
is compiled by Dimensional. Dimensional sorts stocks into three profitability groups 
from high to low. Each group represents one-third of the market capitalization of each 
eligible country. Similarly, stocks are sorted into three relative price groups. The 
intersections of the three profitability groups and the three relative price groups yield 
nine subgroups formed on profitability and relative price. The index represents the 
average return of the three high-profitability subgroups. The index is rebalanced twice 
per year. Profitability is measured as operating income before depreciation and 
amortization minus interest expense scaled by book. Source: Bloomberg. 

Dimensional Emerging Markets Low Profitability Index was created by 
Dimensional in April 2013 and represents an index consisting of emerging markets 
companies and is compiled by Dimensional. Dimensional sorts stocks into three 
profitability groups from high to low. Each group represents one-third of the market 
capitalization of each eligible country. Similarly, stocks are sorted into three relative 
price groups. The intersections of the three profitability groups and the three relative 
price groups yield nine subgroups formed on profitability and relative price. The index  

represents the average return of the three low-profitability subgroups. The index is 
rebalanced twice per year. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Source: 
Bloomberg. 

Dimensional Emerging Markets High Profitability Index was created by 
Dimensional in April 2013 and represents an index consisting of emerging markets 
companies and is compiled by Dimensional. Dimensional sorts stocks into three 
profitability groups from high to low. Each group represents one-third of the market 
capitalization of each eligible country. Similarly, stocks are sorted into three relative 
price groups. The intersections of the three profitability groups and the three relative 
price groups yield nine subgroups formed on profitability and relative price. The index 
represents the average return of the three high-profitability subgroups. The index is 
rebalanced twice per year. Profitability is measured as operating income before 
depreciation and amortization minus interest expense scaled by book. Source: 
Bloomberg. 

Dimensional Emerging Markets Small Cap Index was created by Dimensional in 
April 2008 and is compiled by Dimensional. January 1989–December 1993: Fama/
French Emerging Markets Small Cap Index. January 1994–Present: Dimensional 
Emerging Markets Small Index Composition: 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. The index monthly returns are computed as the simple 
average of the monthly returns of four sub-indices, each one reconstituted once a 
year at the end of a different quarter of the year.  
Source: Bloomberg. The calculation methodology for the Dimensional Emerging 
Markets Small Cap Index was amended on January 1, 2014, to include profitability as 
a factor in selecting securities for inclusion in the index. 
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Information provided by Dimensional Fund Advisors LP. 
Results shown during periods prior to each Index’s index inception date do not represent actual returns of the respective index. Other periods selected may have different results, including losses. Backtested index performance is hypothetical 
and is provided for informational purposes only to indicate historical performance had the index been calculated over the relevant time periods. Backtested performance results assume the reinvestment of dividends  
and capital gains. Eugene Fama and Ken French are members of the Board of Directors for and provide consulting services to Dimensional Fund Advisors LP. 

Fama/French US Value Index Provided by Fama/French from CRSP securities data. 
Includes the lower 30% in price-to-book of NYSE securities (plus NYSE Amex 
equivalents since July 1962 and Nasdaq equivalents since 1973). 

Fama/French US Growth Index Provided by Fama/French from CRSP securities 
data. Includes the higher 30% in price-to-book of NYSE securities (plus NYSE Amex 
equivalents since July 1962 and Nasdaq equivalents since 1973). 

Fama/French International Value Index: 2008–present: Provided by Fama/French 
from Bloomberg securities data. Simulated strategy of MSCI EAFE + Canada 
countries in the lower 30% price-to-book range. 1975–2007: Provided by Fama/
French from MSCI securities data. 

Fama/French International Growth Index: 2008–present: Provided by Fama/
French from Bloomberg securities data. Simulated strategy of MSCI EAFE + Canada 
countries in the higher 30% price-to-book range. 1975–2007: Provided by Fama/
French from MSCI securities data. 

Fama/French Emerging Markets Value Index: 2009–present: Provided by Fama/
French from Bloomberg securities data. Simulated strategy using IFC investable 
universe countries. Companies in the lower 30% price-to-book range; companies 
weighted by float-adjusted market cap; countries weighted by country float-adjusted 
market cap; rebalanced monthly. 1989–2008: Provided by Fama/French from IFC 
securities data. IFC data provided by International  
Finance Corporation. 

Fama/French Emerging Markets Growth Index : 2009–present: Provided by Fama/
French from Bloomberg securities data. Simulated strategy using IFC investable 
universe countries. Companies in the higher 30% price-to-book range; companies 
weighted by float-adjusted market cap; countries weighted by country float-adjusted 
market cap; rebalanced monthly. 1989–2008: Provided by Fama/French from IFC 
securities data. IFC data provided by International  
Finance Corporation. 
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Dimensional Equity Balanced Strategy 
Index Description 

Rebalanced monthly. The Dimensional Equity Balanced Strategy 
Index is comprised of commercial and Dimensional indices, 70% 
US equity indices, and 30% non-US indices.  US: S&P 500, large 
cap value, small cap, small cap value, Dow Jones REIT; non-US: 
international value, international small cap and small cap value, 
emerging markets, and emerging markets value and small cap.  
Additional index information is available upon request. 

Real Estate Strategy weighting allocated evenly between US 
Small Cap and US Small Cap Value prior to January 1978 data 
inception. 

International Value weighting allocated to Fama/French 
International Value Index prior to January 1994 data inception, 
and evenly between International Small Cap and MSCI EAFE 
Index (net dividends) prior to January 1975 data inception. 
International Small Cap Value weighting allocated to International 
Small Cap prior to July 1981 data inception. 

Emerging Markets weighting allocated to MSCI Emerging 
Markets Index (gross dividends) prior to January 1994 data 
inception, and evenly between International Small Cap and 
International Value prior to January 1988 data inception. 

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 1985 data inception. 

For illustrative purposes only. The balanced strategies are not 
recommendations for an actual allocation. 

Indices are not available for direct investment; their performance 
does not reflect the expenses associated with the management 
of an actual portfolio.  

Rebalanced monthly. All performance results of the balanced 
strategies are based on performance of indices with model/back-
tested asset allocations; the performance was achieved with the 
benefit of hindsight; it does not represent actual investment 
strategies. 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. 

Past performance is no guarantee of future results. 
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Disclosure: Professional Financial Strategies, Inc. is an investment advisor registered with the Securities and Exchange Commission, and an independent, fee-only firm. 
Please remember that past performance may not be indicative of future results. Indexes use for illustration purposes are not available for direct investment; therefore, their performance does not reflect 
the expenses associated with the management of an actual portfolio. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any 
specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Professional Financial Strategies, Inc.), or any non-
investment related content made reference to directly or indirectly in this whitepaper, will be profitable, or equal any corresponding indicated historical performance level(s), or be suitable for your 
portfolio or individual situation, or prove successful. All expressions of opinion are subject to change without notice in reaction to changing market conditions and/or applicable laws. Due to various 
factors, such as rapidly changing market, social or geopolitical conditions, content herein may no longer be reflective of current opinions or positions of Paul Byron Hill or Professional Financial 
Strategies, Inc. 

Moreover, you should not assume that any discussion or information contained in this paper serves as the receipt of, or as a substitute for, personalized investment advice from Professional Financial 
Strategies, Inc. or a Certified Financial Planner® professional. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual 
situation, he/she is encouraged to consult with a professional advisor of their choosing. Professional Financial Strategies, Inc. is neither a law firm nor a certified public accounting firm, and so no 
portion of the published content should be construed as legal or accounting advice.  If you are a Professional Financial client, please remember to contact Professional Financial, in writing, if there are 
any changes in your personal circumstances, financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services. 
 A printed copy of Professional Financial’s current disclosure brochure discussing advisory services and fees is available upon request by calling 585.218.9080. 
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