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Dimensional eyes
the fund sector’s
trillion-dollar |
club

Co-CEO plans a bigger push

into wealth management

to boost its growth

OWEN WALKER

ou don’t have to be a

rocket scientist to work at

Dimensional Fund Advi-

sors but Gerard O’Reilly

finds it helps. The Irish-
man is co-chief executive of one of
the fastest-growing US investment
businesses — and took a PhD in
aeronautics before entering fund
management.

He was attracted to Dimensional
because of its bookish culture and the
chance to learn from famous econo-
mists at the company, including
Nobel Prize winners Eugene Fama,
Myron Scholes, Merton Miller and
Robert Merton, as well as Ken French,
who worked with Professor Fama on
asset pricing.

“You better check your ego at the
door if you're going to learn finance
from these folks, and you’d better not cv
make the same mistake again,” he
says. “You can make it once, and
they’re happy that you can make it

once, but don’t make it twice. That’s Born November 1976 Waterford,

the type of culture, philosophy that Ireland
we have — it keeps you humble.” It
keeps Mr O’Reilly on his toes. Salary Undisclosed
Dimensional takes a computer- .
Education

driven quantitative approach that is
based on an investment doctrine nur-
tured in Chicago’s Booth School of
Business — named after the com-
pany’s co-founder, David Booth. It
distils this process into cheap funds
thatare a hit with investors.
Dimensional’s assets swelled by 17

BA theoretical physics Trinity
College Dublin, 1997

MS high performance computing
Trinity College Dublin, 1998

PhD aeronautics California
Institute of Technology, 2004

Career 2004-present Dimensional
Fund Advisors, including 2004-10
vice president, research; 2010-14
head of research; 2014-17 co-chief
investment officer; 2017-present,
chief investment officer and
co-chief executive

per cent each year between 2012 and
2017, according to Willis Towers
Watson, the consultancy. This makes
it the second-fastest growing large
asset manager behind Vanguard.
Dimensional tends to do things dif-
ferently to other managers. We meet
in the group’s London offices, near

Regent’s Park, an unlikely location
for a global asset manager. At 42, Mr
O’Reilly is two decades younger than
most of his peers at the head of invest-
ment companies. When he was pro-
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moted in 2017, he had worked in fund
management for just 13 years.

Mr O’Reilly describes his move into
asset management as “serendipity”.
He was near the end of his PhD in Cal-
ifornia but knew that as a foreigner he
would struggle to get a job in the US
aeronautical industry. At a wedding
he spoke to a fellow guest who had
switched from academia to Dimen-
sional — and it convinced him to join
the company. He began at the
research division in 2004, in his “first
jobin the real world”. Ten years later
he was co-chief investment officer.

He says he was fortunate that when
he started, Mr Booth, then co-chief
executive, announced that he wanted
the business to be able to increase its
assets under management tenfold to
$500bn. This meant a new structure
for the company, more staff and ulti-
mately moving the headquarters
from Santa Monica, California, to
Austin, Texas. Mr O’Reilly, as an ana-
lyst and then head of the research
team, was involved in the decisions.

“I had projects with the operations
team, with the legal team, with the
portfolio management team, with the
trading team,” he recalls. “My atti-
tude was always, let’s take this thing

on, let’s get it closed, let’s move on to
thenext.”

Three years after being made
c0-CIO he was elevated to co-CEO, a
role he shares with Dave Butler, a26-
year company veteran. Mr O’Reilly
kept his CIO brief.

Dimensional is unusual in that its
co-leadership structure works. Other
asset managers have adopted the
model in times of corporate
upheaval, notably Standard Life
Aberdeen and Janus Henderson, but
most are shortlived. Dimensional
uses the structure to preserve conti-
nuity. When one leader leaves, the
other stays as the new chief beds in.

“[Investors are] going to entrust
their investments with Dimensional,
and they want to make sure that we’re
a stable organisation,” he says. “So,
having that type of succession plan-
ningin place is very, very important.”

Mr O’Reilly says that what sets
Dimensional apart from rivals is that
it has only one investment philoso-
phy, which all staff buy into. “Market
prices are the main protagonist of our
story, everything else, they’re all sup-
porting characters. It’s all about mar-
ket prices and what information we
can take from them,” he explains.

Dimensional Fund Advisors

Assets $517bn

Founded 1981

Employees 1,300

Headquarters Austin, Texas

Ownership Privately owned
primarily by current and former
employees and directors

This approach influences other
aspects of the company, including
how products are designed, priced
and distributed. “You look at market
prices in all different types of areas,”
he says. “When it comes to pricing of
the funds, we’re a price-taker not a
price-setter and so we try to be bot-
tom decile in terms of our fees.”

The company’s US mutual funds
have an asset-weighted average
expense ratio of 34 basis points. As a
result, Dimensional is known for
strong performance and value. Last
year, though, was the first time in a
decade that assets under manage-
ment fell, from $577bn to $517bn. Mr
O’Reilly says this was less to do with
clients pulling their money and more
about poor investment returns.

The group’s largest fund, the
$28.7bn International Core Equity
Portfolio, lost 17.4 per cent last year,
while its second biggest, the $28bn
Emerging Markets Core Equity Port-
folio, was down 15.25 per cent.

Mr O’Reilly points to systematic
factors that misbehaved, including
the underperformance of value
stocks in developed markets and
sluggish returns from small compa-
nies. He says the way the company
keeps investors informed meant they
did not flee at the first sign of trouble.

“Last year was disappointing in
terms of the absolute returns but
absolutely not unexpected,” he says.
“One of the things that is very, very
important to long-term success is
understanding volatility. If you can
understand volatility and you can set
your expectations well, you can turn
yourselfinto along-term investor and
[do] not make rash decisions or deci-
sions based on very short time-period
data — all returns data is noisy.”

Having joined the company as it
was preparing to grow to $500bn of
assets, Mr O’Reilly now wants to set it
on a course to join the trillion dollar
club. Part of this plan involves a big-
ger push into wealth management,
offering advisers products to help
rich individuals. He also wants to
increase Dimensional’s presence in
Europe and Asia, building on its cur-
rent 13 offices in nine countries.

“If we deliver good services to our
clients, if they like what we do, then
we’ll grow as a business,” he adds.

At the time of publication (as of
3/31/2019), Dimensional’s AUM
was: $576bn.



Performance as of March 31, 2019

There is no guarantee an investing strategy will be successful. Mutual fund investment risks include loss of principal and fluctuating value.
International investing involves special risks, such as currency fluctuation and political instability. Investing in emerging markets may accentuate
these risks. All expressions of opinion are subject to change. This article is distributed for informational purposes, and it is not to be construed as
an offer, solicitation, recommendation, or endorsement of any particular security, products, or services.

AUM cited in the article is as of 3/31/2019, and fund data is as of 12/31/2018.

Average Annual Total Returns %

DFA International Core Equity Portfolio -8.20%
DFA Emerging Markets Core Equity Portfolio -9.48%

2.41% 10.13% 0.30%
3.44% 9.85% 0.52%

1. Expense ratio as of 2/28/19. The fund’s prospectus contains more information on fees and expenses.

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 performance data current to the most recent month-end, visit dimensional.com.

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission. Consider the investment
objectives, risks, and charges and expenses of the Dimensional funds carefully before investing. For this and other information about the
Dimensional funds, please read the prospectus carefully before investing. Prospectuses are available by calling Dimensional Fund Advisors

collect at(512) 306-7400 or at us.dimensional.com.
Dimensional funds are distributed by DFA Securities LLC.

There is no guarantee an investment strategy will be successful.
This article is distributed for informational purposes, and it is
not to be construed as an offer, solicitation, recommendation,

or endorsement of any particular security, products, or services.
The Dimensional funds referred to in this article are US mutual
funds, which are noft registered for sale outside of the US. The
provision of this material outside the US does not constitute

an offer, solicitation or recommendation to buy or sell shares

in the funds in any jurisdiction where such offer, solicitation or
recommendation would be unlawful.

CANADA:
FOR ADVISOR AND DEALER USE ONLY. NOT FOR PUBLIC
USE. DO NOT DISTRIBUTE.

This material is issued by Dimensional Fund Advisors Canada
ULC (“Dimensional Canada”) for educational purposes only,
should not be construed as investment advice or an offer of

any security for sale, and does not represent a recommendation
of any particular security, strategy, or investment product.

This material is provided solely as background information for
registered investment advisors and dealers and is not intended
for public use or for distribution o existing or potential investors.
This material is not a sales communication. It should not be
distributed to clients of Dimensional Canada, to unitholders
of mutual funds managed by Dimensional Canada, or to
potential investors in mutual funds managed by Dimensional
Canada. Unauthorized copying, reproducing, duplicating, or
fransmitting of this material are strictly prohibited.

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,
fo 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. Any opinions expressed
in this material reflect our judgment at the date of publication and
are subject fo change.

The Dimensional funds referred to in this article are US mutual
funds, which are not registered as managed investment schemes
with the Australian Securities and Investments Commission, and
in providing this material, DFA Australia Limited is not making
an offer or recommendation fo Australian investors to buy or sell
shares in the funds, whether directly or indirectly.

SINGAPORE:
FOR LICENSED OR EXEMPT FINANCIAL ADVISORS IN
SINGAPORE

This document is deemed to be issued by Dimensional Fund
Advisors Pte. Ltd, which is regulated by the Monetary Authority
of Singapore and holds a capital markets services license for fund
management.
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This document is not an advertisement, has not been
reviewed by the Monetary Authority of Singapore, and
should not be forwarded to prospective investors. For use by
licensed or exempt financial advisors only in Singapore for
internal training and educational purposes and not for the
purpose of inducing, or attempting to induce, such financial
advisors to make an investment. Not for use with the public.

This information should not be considered investment advice
or an offer of any security or fund for sale. All information is
given in good faith without any warranty and is not intfended fo
provide professional, investment, or any other type of advice or
recommendation and does not take into account the particular
investment objectives, financial situation, or needs of individual
recipients. Dimensional Fund Advisors Pte. Ltd. does not accept
any responsibility and cannot be held liable for any person’s use
of or reliance on the information and opinions contained herein.

Neither Dimensional Fund Advisors Pte. Ltd. nor its affiliates shall
be responsible or held responsible for any confent prepared by
financial advisors.

HONG KONG:
FOR LICENSED FINANCIAL ADVISORS IN HONG KONG

This document is deemed fo be issued by Dimensional Hong
Kong Limited (CE No. BJE760), which is licensed by the Securities
and Futures Commission to conduct Type 1 (dealing in securities)
regulated activities only and does not provide asset management
services.

This document should not be forwarded to prospective
investors. For use by licensed financial advisors only in Hong
Kong solely for internal training and educational purposes
and not for the purpose of inducing, or attempting to induce,
such financial advisors to make an investment nor for the
purpose of providing investment advice. Not for use with the
public.

Unauthorized copying, reproducing, duplicating, or fransmitting
of this material are prohibited. This document and the distribution
of this document are not intended fo constitute and do not
constitute an offer or an invitation fo offer to the Hong Kong
public to acquire, dispose of, subscribe for, or underwrite any
securities, structured products, or related financial products

or instruments nor investment advice thereto. Any opinions
and views expressed herein are subject to change. Neither
Dimensional Hong Kong Limited 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 Limited
or its affiliates to the Hong Kong public.



