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I saw a great Forbes article recently that reinforced the fragility of forecasting using a
quarter century-old anecdote about the Pentagon changing the way they identify future
threats. The change stemmed from a review of how quickly the geopolitical landscape
evolves—yesterday’s adversaries can become tomorrow’s allies. Rather than focusing on
one specific forecast, it was more prudent to be prepared for all possible outcomes.

This echoes what we often say at Dimensional: Plan, don’t predict. We all have views
about what the future may bring: companies that will succeed, economies that will grow,
markets that will take off. Markets set prices based in part on the aggregate of these
expectations. So, market prices already represent a forecast of the future. However, some
investors may let their personal forecasts drive their asset allocation decisions. Dogmatic
adherence to forecasts dictates concentrated investments that fall short in the event the
future differs from our predictions. Diversifying portfolios is a tacit admission that we don’t
have a crystal ball. You reduce the range of outcomes by preparing for what you can’t see
coming.

Country stock market returns are a good example of this. Going all-in on one country
because you have a view on where their stocks are headed opens you up to a wide range
of outcomes. The average difference between the best and worst performing developed
market countries over the past two decades was over 50 percentage points. Get your call
right, and you’ll look like a hero. Get it wrong, and you’ll be as apoplectic as when Chevy
Chase’s character loses the rock, paper, scissors game in Vegas Vacation.
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Past performance is not a guarantee of future results. Actual returns may be lower. 
In USD. Indices are not available for direct investment; therefore, their performance does not reflect
the expenses associated with the management of an actual portfolio. Diversification neither assures a
profit nor guarantees against loss in a declining market. MSCI country indices (net dividends) for each
country listed. MSCI data © MSCI 2026, all rights reserved.
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All expressions of opinion are subject to change. This information is not meant to constitute investment 
advice, a recommendation of any securities product or investment strategy (including account type), or an 
offer of any services or products for sale, nor is it intended to provide a sufficient basis on which to make an 
investment decision. Investors should consult with a financial professional regarding their individual 
circumstances before making investment decisions. Diversification neither assures a profit nor guarantees 
against loss in a declining market.

Risks include loss of principal and fluctuating value.

Adaptive Wealth Engineering is an investment advisor registered with the Securities and Exchange 
Commission.  
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