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Gold: The Hedge that Doesn’t Reliably Hedge

Gold returned 66% in 2025, its best year since 1979, so naturally, there will be questions Data
around our allocation to Gold or other precious metals. After a strong 2025, gold peaked
in late January and fell roughly 23% by September 30, even as inflation rose and the Fed US Stocks =r=rermrmermnnsanaianans 1.4%

raised rates for the first time since 2023. An asset many people buy to protect against in-

flation fell sharply in a year of rising inflation. Developed Ex US Stocks === U2t
That whipsaw is a critical reason for exclusion. The chart below starts in 1971, when gold Emerging Markets Stocks --- -0.2%
began trading freely, and includes both its 1970s run and its record 2025. Global Real Estate -+ - -6.0%
US Bonds =+=r=reresesmsasainnnnnnns -3.5%

Growth of $1 After Inflation, 1971-2025 (log scale) Global Bonds Ex US - -+----xr-- -1.8%
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Opportunities

= Bond yields remain sticky

Gold beat bonds and cash, but it grew purchasing power about one-third as much as =  Expanding outside of US
stocks while swinging about 50% more from year to year. An investor who bought gold at
the end of 1980 was still behind inflation 43 years later. And in the ten years since 1981
when inflation ran 4% or higher, gold lost money in seven. = Global exposure to Al,

Large Stocks

Central banks are buying record amounts, but their goals, such as diversifying reserves infrastructure
away from the dollar, differ from a family’'s need to grow purchasing power over decades. = Cash Yield
Gold also pays no income and is taxed as a collectible at rates up to 28%. e ——

Instead, we use tools built for each job: TIPS for unexpected inflation protection (we have

modestly increased this allocation), short-term, high-quality bonds for stability, and glob-

ally diversified stocks for long-term growth. Gold can be a great trade in the right year. The problem is that no one reliably knows which year
that will be. We build portfolios that don’t rely on predicting the future and the data shows gold just doesn't fit.

Innovation and Leadership

On September 25, Dimensional combined several ETFs with their matching mutual funds (with more to follow), so each fund now offers two
share classes. Picture one pool of investments with two doors: mutual fund investors trade at the end of the day, while ETF investors trade
throughout the day. Everyone owns the same portfolio, and tickers stay the same.

For years, only Vanguard could offer this structure and only for index funds. Dimensional, the largest issuer of active ETFs (not tracking
indexes), led the regulatory charge to open it up and was the first firm to win SEC approval, with nearly 100 other managers since applying
to follow.

The benefits are practical: lower fees from economies of scale, a larger pool less affected by daily cash flows, and a way for taxable investors
to move into the more tax-efficient ETF without selling and creating capital gains. This allows us, as the advisor, to choose the structure we
like (ETF or mutual fund) on a per client, per account basis.



