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Tracking error is typically measured between an investment strategy and a benchmark
index. But benchmark indices have tracking error among themselves. Within US small
cap stocks, for example, return dispersion over 12-month periods has exceeded ten
percentage points between certain index pairs.

If tracking error is inevitable, why not use it to fix the potential shortcomings of indexing
and meaningfully increase expected returns? Broad market and small cap index funds
often hold small cap stocks with low profitability’ or high asset growth?, which are
segments shown by research to underperform the market.? Excluding these stocks
boosts expected returns in exchange for tracking error. That seems a reasonable tradeoff
in the context of what index funds are already incurring relative to one another. After all,
we rarely mourn the difference in mineral concentration between regular tap water and
delicious filtered water.
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Exhibit 1

When Tracking Error Is a Fix, Not an Error

Maximum and minimum 12-month return dispersion among small cap indices,
July 2001-December 2022
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CRSP US Small Cap Index 1294% | 4.32% 841%  1454% | 4.35% 6.73%
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(Index 1 vs. Index 2) (Index 2 vs. Index 1)

The sample period shown reflects a common period for which data is available for all indices presented.

Past performance is not a guarantee of future results. All indices are gross dividends.

Indices are not available for direct investment; therefore, their performance does not reflect the expenses associated with
the management of an actual portfolio. MISCI data © MSCI 2023, all rights reserved. Frank Russell Company is the source
and owner of the trademarks, service marks, and copyrights related to the Russell Indexes. Dow Jones and S&P data ©
2023 S&P Dow Jones Indices LLC, a division of S&P Global. CRSP data provided by the Center for Research in Security
Prices, University of Chicago.



Dimensional Fund Advisors
Please see the end of this document for important disclosures.

1. Profitability is a measure of current profitability, based on information from individual companies' income statements.

2. Asset growth is defined as the change in a company's total assets from the prior fiscal year to the current fiscal year.
3. "The Small Caps That May Be Holding Back Your Portfolio’s Returns," Insights (blog), Dimensional Fund Advisors, February 2022.

The information in this material is intended for the recipient's background information and use only. It is provided in good faith and without
any warranty or representation as to accuracy or completeness. Information and opinions presented in this material have been obtained or
derived from sources believed by Dimensional to be reliable, and Dimensional has reasonable grounds to believe that all factual information
herein is true as at the date of this material. It does not constitute investment advice, a recommendation, or an offer of any services or
products for sale and is not intended to provide a sufficient basis on which to make an investment decision. Before acting on any information
in this document, you should consider whether it is appropriate for your particular circumstances and, if appropriate, seek professional
advice. It is the responsibility of any persons wishing to make a purchase to inform themselves of and observe all applicable laws and
regulations. Unauthorized reproduction or transmission of this material is strictly prohibited. Dimensional accepts no responsibility for loss
arising from the use of the information contained herein.

This material is not directed at any person in any jurisdiction where the availability of this material is prohibited or would subject
Dimensional or its products or services to any registration, licensing, or other such legal requirements within the jurisdiction.

"Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities are
Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund
Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., and Dimensional Hong Kong Limited.

RISKS

Investments involve risks. The investment return and principal value of an investment
may fluctuate so that an investor’s shares, when redeemed, may be worth more or less
than their original value. Past performance is not a guarantee of future results. There is
no guarantee strategies will be successful.

Diversification neither assures a profit nor guarantees against loss in a declining market.
UNITED STATES

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.

Investment products: ® Not FDIC Insured @ Not Bank Guaranteed ® May Lose Value
Dimensional Fund Advisors does not have any bank affiliates.

WHERE ISSUED BY DIMENSIONAL IRELAND LIMITED

Issued by Dimensional Ireland Limited (Dimensional Ireland), with registered office 25 North Wall Quay, Dublin 1, D01 H104, Ireland.
Dimensional Ireland is regulated by the Central Bank of Ireland (Registration No. C185067).
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WHERE ISSUED BY DIMENSIONAL FUND ADVISORS LTD.

Issued by Dimensional Fund Advisors Ltd. (Dimensional UK), 20 Triton Street, Regent's Place, London, NW1 3BF. Dimensional UK is
authorised and regulated by the Financial Conduct Authority (FCA) - Firm Reference No. 150100.

Dimensional UK and Dimensional Ireland do not give financial advice. You are responsible for deciding whether an investment is suitable for
your personal circumstances, and we recommend that a financial adviser helps you with that decision.

Dimensional UK and Dimensional Ireland issue information and materials in English and may also issue information and materials in certain
other languages. The recipient's continued acceptance of information and materials from Dimensional UK and Dimensional Ireland will
constitute the recipient’s consent to be provided with such information and materials, where relevant, in more than one language.

NOTICE TO INVESTORS IN SWITZERLAND: This is advertising material.

SINGAPORE

This material is deemed to be issued by Dimensional Fund Advisors Pte. Ltd. (UEN:201210847M), which is regulated by the Monetary
Authority of Singapore and holds a capital markets services license for fund management.

This advertisement has not been reviewed by the Monetary Authority of Singapore or the Central Provident Fund (CPF) Board.
FOR PROFESSIONAL INVESTORS IN HONG KONG

This material is deemed to be issued by Dimensional Hong Kong Limited (CE No. BJE760) ("Dimensional Hong Kong"), which is licensed by
the Securities and Futures Commission to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 9 (asset
management) requlated activities.

This material should only be provided to "professional investors” (as defined in the Securities and Futures Ordinance [Chapter 571 of the
Laws of Hong Kong] and its subsidiary legislation) and is not for use with the public. This material is not intended to constitute and does not
constitute marketing of the services of Dimensional Hong Kong or its affiliates to the public of Hong Kong. When provided to prospective
investors, this material forms part of, and must be provided together with, applicable fund offering materials. This material must not be
provided to prospective investors on a standalone basis. Before acting on any information in this material, you should consider whether it is
suitable for your particular circumstances and, if appropriate, seek professional advice.

Neither Dimensional Hong Kong nor its affiliates shall be responsible or held responsible for any content prepared by financial advisors.
Financial advisors in Hong Kong shall not actively market the services of Dimensional Hong Kong or its affiliates to the Hong Kong public.
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