
Shaun Levitan

7 June 2017

A different
dimension on long-

term investment 

opportunities





Rumford Complete Cookbook, 1908



Instructions
• Preheat the oven and warm the cream cheese: Preheat the oven to 350°F with a rack in the lower-middle 

position. Take the blocks of cream cheese out of their boxes and let them warm on the counter while you 
prepare the crust, about 30 minutes.

• Rub the pan with butter: Use your fingers to rub a small pat of butter all over the bottom and sides of the 
pan.

• Wrap the pan in foil: Cut two large pieces of foil and lay them on your work surface in a cross. Set the 
springform pan in the middle and fold the edges of the foil up around the sides of the pan. The foil gives you 
extra protection against water getting into the pan during the water bath step.

• Prepare the crust: Crush the graham crackers in a food processor (or in a bag using a rolling pin) until they 
form fine crumbs — you should have 1 1/2 to 2 cups. Melt 5 tablespoons of butter in the microwave or on 
the stovetop and mix this into the graham cracker crumbs. The mixture should look like wet sand and hold 
together in a clump when you press it in your fist. If not, add extra tablespoons of water (one a time) until 
the mixture holds together. Transfer it into the springform pan and use the bottom of a glass to press it 
evenly into the bottom. (For step-by-step instructions of this step, see How to Make a Graham Cracker 
Crust.)

• Bake the crust: Place the crust in the oven (be careful not to tear the foil). Bake for 8 to 10 minutes until the 
crust is fragrant and just starting to brown around the edges. Let the crust cool on a cooling rack while you 
prepare the filling.

• Mix the cream cheese, sugar, cornstarch, and salt: Combine the warmed cream cheese, sugar, cornstarch, 
and salt in the bowl of a stand mixer fitted with a paddle attachment (or use a handheld mixer). Mix on 
medium-low speed until the mixture is creamy, like thick frosting, and no lumps of cream cheese remain. 
Scrape down the beater and the sides of the bowl with a spatula.

• Mix in the sour cream, lemon juice, and vanilla: Add the sour cream, lemon juice, and vanilla to the bowl and 
beat on medium-low speed until combined and creamy. Scrape down the beater and sides of the bowl with 
a spatula.

Mix in the eggs and yolk one at a time: With the mixer on medium-low speed, beat in the eggs and the yolk 



"The Cross-Section of

Expected Stock Returns,“

- Journal of Finance (1992).

Winner of the Smith-Breeden 

prize for the best paper in 

the Journal of Finance in 1992.



Today – more than 20 years after the paper was 

published, people are flocking to Smart Beta Strategies –

all based on the work of Fama and French.



Almost $485bn in global 

AUM managed in line with 

the princples of Fama and 

French

More than

950 employees 

globally

Have incorporated 

these principles since 

the firm was established

Offices in Austin, Santa 

Monica, London, Tokyo, 

Singapore, Sydney



Academic research has provided insight into why particular stocks 

outperform or how premia are rewarded through time:

In other words, stocks exhibiting certain 

characteristics should have higher expected 

returns.

Size and Value
(Fama and French; 1992)

Momentum
(Carhart; 1997)

Profitability
(Novy-Marx; 2012)



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. 
8

Dimensions point to systematic differences in expected returns.

Expected returns are driven by prices investors 

pay and cash flows they expect to receive.
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s Small cap premium – small vs large companies

Equity premium – stocks vs bonds

Value premium – value vs growth companies

Profitability premium – high vs low profitability companies



Equity, size, relative price, and profitability: US Markets
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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 amortisation minus interest expense, scaled by book. Dimensional indices use CRSP and Compustat data. Fama/French indices provided by Ken French. The 

S&P data are provided by Standard & Poor's Index Services Group. Index descriptions available upon request. Eugene Fama and K en 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. 



Illustrative index performance: Annualised compound returns (%) in US 

dollars

Profitability is measured as operating income before depreciation and amortisation minus interest expense scaled by book. Ind ices 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” in the appendix for desc riptions 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 dat a are provided by Standard & Poor’s Index Services Group. MSCI data © 

MSCI 2016, all rights reserved. 
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US Markets
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Overlapping Periods: January 1928–December 2015 Overlapping Periods: January 1928–December 2015

Overlapping Periods: January 1928–December 2015 Overlapping Periods: July 1963–December 2015

• Market is Fama/French Total US Market Index. 

T-Bills is One-Month US Treasury Bills. 

There are 877 overlapping 15-year periods, 937 overlapping 10-year periods, 

• 997 overlapping 5-year periods, and 1,045 overlapping 1-year periods.

• Value is Fama/French US Value Index. 

Growth is Fama/French US Growth Index. 

There are 877 overlapping 15-year periods, 937 overlapping 10-year periods, 

• 997 overlapping 5-year periods, and 1,045 overlapping 1-year periods.

• Small is Dimensional US Small Cap Index. 

Large is S&P 500 Index. 

There are 877 overlapping 15-year periods, 937 overlapping 10-year periods, 

997 overlapping 5-year periods, and 1,045 overlapping 1-year periods. 

• High is Dimensional US High Profitability Index. 

Low is Dimensional US Low Profitability Index. 

There are 451 overlapping 15-year periods, 511 overlapping 10-year periods, 

• 571 overlapping 5-year periods, and 619 overlapping 1-year periods.

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. 

Based on rolling annualised 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.  

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. 



Criteria for choosing 
characteristics or premia

• Sensible
• Persistent across time periods
• Pervasive across markets
• Robust to alternative 

specifications
• Cost-effective to capture in 

well-diversified portfolios



Per capita consumption of 
cheese (US) correlates with

Number of people who died by 
becoming tangled in their 

bedsheets



Per capita consumption of cheese (US)

Number of people who died by becoming tangled in their bedsheets 
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Fama and French 

(2010) show that less 

than 3% of active 

managers deliver 

factor-adjusted alpha 

to cover fees

Luck versus Skill in 

the Cross-Section of 

Mutual Fund Returns





We incorporate momentum when making buy and sell decisions

Stocks with large relative 

underperformance tend 

to have negative excess 

returns in the next period.

Stocks with large relative 

outperformance tend to 

have positive excess 

returns in the next period.

Delay buys of securities 

otherwise eligible for purchase.

Delay sells of securities otherwise 

eligible for sale.

Past FutureToday

Negative Momentum

Past FutureToday

Positive Momentum
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Charts for illustrative purposes only



Using an integrated approach to add value across all aspects of the investment process

Countries and names are as of December 31, 2016. Holdings are subject to change. Global Value Fund is a sub-fund of Dimensional Funds plc.
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Total market solution 

that systematically 

emphasises higher 

expected return 

securities

Inception Countries Names

• Market

• Company size

• Relative price (value)

• Profitability

• Offers broad sector and security 

diversification

• Balances competing premiums and 

manages implementation costs by using a 

disciplined and patient trading strategy



As of December 31, 2016

• 1. Operating income before depreciation and amortisation minus interest expense scaled by book.

• Holdings are subject to change. MSCI data copyright MSCI 2017, all rights reserved. Indices are not available for direct investment. Index has been included for comparative purposes 

only.

• Global Core Equity Fund is a sub-fund of Dimensional Funds plc.

Global Core Equity Fund MSCI World Index

1,654

$106,724

$11,245

2,22

2,61%

0,40

6,452

$71,200

$1,549

2,25

2,48%

0,36

Size Characteristics

Valuation Characteristics

Profitability Characteristics

Number of Holdings

Wtd. Average Market Cap (millions)

Median Market Cap (millions)

Aggregate Price-to-Book

Wtd. Average Profitability

Wtd. Average Dividend-to-Price

Market Characteristics



As of December 31, 2016

Performance data shown represents past performance and is no guarantee of future results. Current performance may be higher or lower than the performance shown. The investment return and 

principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original cost. To obtain the most current month-end performance data, 

visit dimensional.com.

1.   Returns for periods shorter than one year are not annualised. 

MSCI data copyright MSCI 2017, all rights reserved. Indices are not available for direct investment. Index has been included for comparative purposes only. Their performance does not reflect the 

expenses associated with the management of an actual portfolio. See “Appendix: Disclosures” to learn how to obtain complete information on performance, investment objectives, risks, advisory fees, 

and expenses of Dimensional’s funds.

Global Core Equity Fund is a sub-fund of Dimensional Funds plc.





We use information in market 
prices throughout our 
investment process to build 
solutions that pursue higher 
expected returns.

We add value by identifying 
relevant dimensions of 
expected returns and 
continually balancing the 
tradeoffs among competing 
premiums, diversification, and 
costs.
There is no guarantee strategies will be 

successful. 



An investment philosophy 
supported by rigorous 
theoretical and empirical 
research

A dynamic investment process 
informed by more than 35 
years of experience managing 
tradeoffs that matter for 
performance 

“Global investment firm” refers to the Dimensional 

separate but affiliated entities generally, rather 

than to one particular entity. These entities are 

Dimensional Fund Advisors LP, Dimensional Fund 

Advisors Ltd., DFA Australia Limited, Dimensional 

Fund Advisors Canada ULC, Dimensional Fund 

Advisors Pte. Ltd., and Dimensional Japan Ltd.

Investment solutions that 
target dimensions of expected 
returns






