
One of the best things about markets is that they don’t have memories. They don’t remember what
happened last week or last year. They don’t even remember what happened a minute ago. Prices change
based on what’s happening right now and what people think will happen in the future.

People have memories. Markets don’t. And that’s a good thing.

So as you start 2023, take a lesson from the market. Don’t begin this new year bogged down by what
happened last year. Give yourself the opportunity to start fresh.

Every day in publicly traded financial markets, buyers and sellers negotiate prices for 
every stock and bond. To agree, they have to find a price that they both think is a good deal. This happens
over and over, millions of times a day. Then it starts all over again the next day. Unlike people, markets
don’t think about the past. It’s about today and expectations for the future.

Markets must be forward-looking to set prices that entice buyers to buy. But prices can't be too low or
sellers won’t sell. Every piece of available information feeds into the decision-making process so
everyone involved can agree on the price for a particular security at a particular moment.

Markets are smarter and faster than you and me. While you’ve been reading this, markets have probably
factored in thousands of pieces of new information and adjusted the 
prices of thousands of different company securities.

That’s good news. Markets do the work so you don’t have to. You don’t need to believe 
in magic or be able to predict the future to have a good investment experience. Some people might think
I’m giving the market too much credit. But over more than 50 years in finance I’ve come to realize that
I’m just being realistic. Someone described it to me as “science-based hope.”
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Academic research gives us insights into investing. Over the past century, markets have returned on
average about 10% a year, although almost never that amount in any given year.1 And the annualized
inflation-adjusted return on US stocks is 7.3% going back to 1926.2 Because of big swings year to year,
trying to time markets is a losing game. So don’t try to outguess markets—go with them. Come up with
a plan, take no more risk 
than you can tolerate, and go spend some time with your loved ones.

Investing has inherent risks. And no matter what anyone tells you, there are no 
guarantees. But if you don’t have enough cash to live off for the rest of your life, what choice do you
have but to invest? Control what you can control so you can set yourself 
up for success, and then give yourself some grace. Judge yourself by the quality of your decisions and
not by their outcomes. There are so many factors outside your control that can impact investment
returns.

I believe one of the worst things investors can do is to impose their memory on their view of markets.
Because then they might “see” patterns that aren’t there and make choices that aren’t based on
research or evidence.

It can feel daunting to develop an investment plan you can stick with and determine the level of risk
that’s right for you. But few things are more important than how you invest your life savings. That’s why
most people would probably benefit from a financial 
advisor to help them talk it all out.

When it comes to investing, the key is not to try to outsmart the market, but to 
understand how it works and use that knowledge to your advantage. The market is a great information
processing machine. It runs on human ingenuity, which is why returns tend to grow over time as people
work to innovate and improve the value of the companies they work for.

So start the new year off with a clean slate—just like markets do every day.

Start the new year off with a clean slate—just like markets
do every day.
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 In US dollars. S&P 500 Index annual returns 1926–2021. S&P data © 2022 S&P Dow Jones Indices LLC, a division of S&P Global. All
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US Bureau of Labor Statistics. 
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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.

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. Dimensional Hong

Kong Limited 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.

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.
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