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What sparks an investing revolution?

Ideas that emerged from the University of Chicago in the 1960s changed the world.
But as a new film shows, they almost didn't.

HAT PROMPTS a revolution?
When it comes to investing,
no change has been as great as

that which began with researchers at the
University of Chicago in the 1960s. Their
financial-theory revolution changed the
way that almost everyone invests, and
made speculators many trillions of dollars.

The transformation is the subject of
“Tune Out the Noise”, a documentary by
Errol Morris, an Academy Award winner,
which held its premiere in New York on
March 6th. His film includes interviews
with academics and investors, such as
Eugene Fama, Myron Scholes and David
Booth, who took ideas about market effi-
ciency and diversification from the text-
book and put them into practice in the
markets. This led to a surge in the use of
data and a disciplined focus on costs, in
turn providing the foundation for mod-
ern passive investing.

Mr Morris’s film may, in theory, be
about brilliant individuals, but its most
powerful message is about the role played
by chance. History, like markets, is affect-
ed by randomness, and luck brought to-
gether the right people at the right time.
Each had to be present for the financial
revolution to emerge.

The University of Chicago’s role is just
about the only part of the story that hap-
pened by design. It had become the nexus
for financial research owing to its repu-
tation for excellence in economics. The
Centre for Research in Security Prices was
established there in 1960, and its wealth
of data on the price of bonds and stocks
over decades enabled the academics to do
their work.

Randomness is apparent just about ev-
erywhere else. Although Mr Fama, who
would later win a Nobel prize for his work

on asset pricing, completed a doctorate
at Chicago in 1964, he almost never made
it to the university. After completing an
undergraduate education at Tufts Univer-
sity, he had to chase up his application
to Chicago, discovering that it had never
been received. On phoning the univer-
sity, he reached the dean of students by
chance, who told him about a scholarship
for Tufts graduates, before offering it to
him on the spot.
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It was a similar story for Mr Scholes, an-
other future Nobel laureate. In the sum-
mer of 1963 he started a job as a computer
programmer despite scant expertise. The
six other programmers who were hired
failed to show up for the job, leaving Mr
Scholes alone to assist in the financial
research of other academics. He took to
the work, abandoning his plan to return
to his family’s book-publishing compa-
ny, and was in time offered a place on the
university’s doctoral programme.

Mr Booth, whose name now adorns
Chicago’s business school, and Rex Sin-
quefield, his business partner, put the
academic ideas into practice by co-found-
ing Dimensional Fund Advisors, a firm
that today boasts $777bn in assets under
management. In 1969 Mr Booth narrowly
avoided being made to fight in the Viet-

nam war, when a lenient officer post-
poned his conscription since he planned
to study for a PhD. Mr Sinquefield did
serve in the armed forces during the
war, but poor eyesight kept him from
combat.

A few twists of fate—an unanswered
phone call, a prickly recruiting officer,
more diligent computer programmers or
better eyesight—would have prevented
some of the men from reaching Chicago.
Without the confluence of thought, in-
vesting might look very different today,
making the world much poorer.

Such happenstance is found elsewhere,
too: other parts of economics and nuclear
physics, for instance, relied upon the con-
centration of talent in America after ge-
niuses, often Jewish, fled from the Nazis.
In the 1950s Silicon Valley looked to be an
unlikely home for the American tech in-
dustry, with corporate research mostly tak-
ing place on the east coast. That changed
in large part because William Shockley,
an inventor of transistor technology, set
up his own firm in the San Francisco Bay
Area. The company’s employees went on
to establish giants including Fairchild
Semiconductor and Intel. Shockley had
picked the area simply because he wanted
to be close to his elderly mother.

“Tune Out the Noise” leaves viewers
wondering where the next investing rev-
olution will come from. Quantitative
trading has speeded up market activity,
which is not quite as transformative as
the changes that emerged from the 1960s.
Some fret that cryptocurrencies are the
most significant newish innovation, and
that they are the preserve of speculators
and criminals. But, in time, more useful
ideas could emerge from the industry.
There is always a chance. ll
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The opinions expressed herein represent the personal views of the author and not necessarily those of Dimensional Fund Advisors
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Eugene Fama is a member of the Board of Directors of the general partner of, and provides consulting services to, Dimensional
Fund Advisors LP.

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. 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.

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.

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
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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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