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KEY TAKEAWAYS

= At the turn of the financial year, the media is filled with articles making forecasts
for the economy and markets in the coming 12 months.

= An analysis of forecasts for 2022/23 made by a panel of top Australian economists
showed most of their calls were well wide of the mark.

= The takeaway is to take forecasts with a pinch of salt and stick to your plan as all
those expectations are already reflected in prices.

A standard media device at the start of a financial year is a “lookahead” on the outlook
for the coming 12 months. As a reflection on the anxieties of the day, these articles are
usually reasonably accurate. But as a forecast of the future, not so much.

The financial year outlook articles are put together by journalists based on interviews
with market economists and analysts, who are asked to provide estimates for economic
growth, inflation, interest rates, shares, bonds and currencies in a year's time.

The resulting stories are usually an interesting read. But there is a fundamental problem
with this approach in terms of its reliability: The economists’ forecasts rest on a whole
bunch of assumptions that can quickly exceed their use-by date when events change or
when at least one of the variables undershoots or overshoots their expectations.

One only has to look at the past three years or so to see examples. Carefully made
projections for 2020 were made quickly redundant by Covid. Two years later, Russia’s
invasion of Ukraine upended another set of economic and market assumptions. And
remember when we were told that the upsurge in inflation was likely to be a transitory
phenomenon?'

Making accurate predictions is tough at the best of times, but nailing year-end forecasts
for interest rates, shares, currencies and other variables in the face of wars, pandemics
and the biggest inflationary breakout in four decades is a nigh-on impossible ask.

Please see the end of this document for important disclosures.



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

Just how hard can be seen by looking back at the forecasts published in the Australian
media this time a year ago.

The Conversation academic website each year surveys a panel of academic, market and
industry economists for their outlook for a series of economic and market variables for
the coming year. In mid-2022, the panel comprised 22 experts.’

The consensus forecast for the Reserve Bank of Australia’s official cash rate was a rise
from its then rate of 0.85% to peak at 3.1% by August this year. Well, we're now in July
and the rate is already at 4.1%, with market expectations of one or two further increases
by year end.?

For headline inflation, the panel on average expected it to moderate to 4.8% by the end
of the 2022/23 financial year. The most recent monthly inflation indicator for May from
the Australian Bureau of Statistics had annual inflation at 5.6%."

On the economic outlook, the panel saw a 40% chance of a recession in the US in the
coming two years and a 20% chance of one in Australia, most likely starting in August
2023. While the US economy has slowed, authorities there recently upgraded estimates
of GDP growth for the first quarter of this year from 1.3% to 2.0% - still a fair way from
recession.’

In Australia for the same period, annual GDP growth was 2.3%, a marked slowdown from
2.7% at the end of 2022, but still well short of recession.®

Unemployment was also seen by the panel as likely to increase over 2022/23 from 3.9%

to 4.2%. In actual fact, the jobless rate has fallen in that period to be at 3.6% by May this
7

year.

On financial variables, the consensus was a slow and modest recovery in the Australian
dollar to around 72 US cents. In fact, the currency declined over the financial year from
around 69 US cents in mid-2022 to close to 66 cents by June 30 2023.°

On equity markets, the panel expected the Australian share market to fall 2% over the
financial year. The reality was the Australian market, as measured by the S&P/ASX 300
index on a total return basis, climbed by more than 14% in 2022/23.

What happened? The economists undershot their expectations for inflation, GDP growth,
interest rates and share markets, while overshooting expectations for unemployment and
the Australian dollar. In essence, they underestimated the strength of the economy.

To be fair, it's a tough business, forecasting, even for the experts. So much can go wrong
if one variable (like inflation in this case) turns out to be stickier than assumed. But it's a
reminder to the rest of us not to put too much weight in these articles about the year
ahead for economies and markets.

It's also a reminder that basing your investment strategy on these forecasts is unlikely to
be a successful or sustainable strategy. Instead, accept that the market already does a
pretty good job of incorporating all those opinions and expectations for the future and
that as events occur, market prices will change.

No-one can predict the future and there will always be uncertainty. The potentially higher
returns on offer from shares and other assets are the trade-off for the uncertainty.
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At the end of the day, having an appropriate asset allocation for your own risk appetite
and personal goals, staying diversified and remaining disciplined are the best alternative
to relying on a cracked crystal ball.
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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. Itis 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. Dimensional Hong
Kong Limited is licensed by the Securities and Futures Commission to conduct Type 1 (dealing in securities) requlated activities only and
does not provide asset management services.

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.

AUSTRALIA

This material is issued by DFA Australia Limited (AFS License No. 238093, ABN 46 065 937 671). This material is provided for information
only. No account has been taken of the objectives, financial situation or needs of any particular person. Accordingly, to the extent this
material constitutes general financial product advice, investors should, before acting on the advice, consider the appropriateness of the
advice, having regard to the investor's objectives, financial situation and needs. Investors should also consider the Product Disclosure
Statement (PDS) and the target market determination (TMD) that have been made for each financial product either issued or distributed by
DFA Australia Limited prior to acquiring or continuing to hold any investment. Go to dimensional.com/funds to access a copy of the PDS or
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the relevant TMD. Any opinions expressed in this material reflect our judgement at the date of publication and are subject to change.
NEW ZEALAND

This material is issued by DFA Australia Limited (incorporated in Australia, AFS License No. 238093, ABN 46 065 937 671). This material is
provided for information only. This material does not give any recommendation or opinion to acquire any financial product or any financial
advice product, and is not financial advice to you or any other person. No account has been taken of the objectives, financial situation or
needs of any particular person. Accordingly, investors should, before acting on the advice, consider the appropriateness of the advice, having
regard to the investor's objectives, financial situation and needs. Investors should also consider the Product Disclosure Statement (PDS) and
for the Dimensional Wholesale Trusts the target market determination (TMD) that have been made for each financial product or financial
advice product either issued or distributed by DFA Australia Limited prior to acquiring or continuing to hold any investment. Go to
dimensional.com/funds to access a copy of the PDS or the relevant TMD. Any opinions expressed in this material reflect our judgement at the
date of publication and are subject to change.
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