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Judging by the CME FedWatch Tool, market participants expect the Fed to start cutting
rates sometime in 2024. Some investors may be tempted to make duration decisions
within their bond allocations because they assume other interest rates will follow federal
funds rate movements.

However, it's not a given that the whole yield curve will move in lockstep with any Fed
rate cuts. The interest rate environment in 2023 is a good example. At the start of the
year, most investors were expecting rate hikes before year-end. These hikes eventually
came—four increases totaling 1% by August. But looking at the full yield curve, most
rates ended the year very close to where they started.

Bond prices reflect expected events, such as rate cuts, and yield curves are impacted by
many other events outside of Fed activity. That's why interest rate predictions are so
challenging. Rather than attempting to time these changes, investors are better served
making bond allocation decisions based on long-term goals rather than short-term
predictions.
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Past performance is no guarantee of future results.

Source: ICE BofA government yield. ICE BofA index data © 2024 ICE Data Indices, LLC. Indices
are not available for direct investment; therefore, their performance does not reflect the
expenses associated with the management of an actual portfolio.

This article originally appeared in Above the Fray, a weekly newsletter for Dimensional
clients.
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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.
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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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Dimensional Fund Advisors does not have any bank affiliates.
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prospectus before investing. Unless otherwise noted, any indicated total rates of return reflect the historical annual compounded total
returns, including changes in share or unit value and reinvestment of all dividends or other distributions, and do not take into account sales,
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