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When constructing and managing portfolios, consideration is given to not only the
individual funds determined to best position client money for growth, but how collectively
each of the funds work together. Total portfolio risk and total portfolio return can be
minimized and maximized (respectively) by combining asset classes that behave differently
at different times.

Portfolios that include funds with lower correlations (even negative correlations) smooth
year-over-year volatility, while enhancing overall performance. To make this point, our
asset allocation models include both small and large capitalization stocks. Historically,
small cap stocks have had higher volatility than large cap stocks. The annualized standard
deviation of a global small cap index from January 1999 to June 2026 was 17.93%,
compared to 15.30% for global large caps. But the variability of an investor's account
balance depends on the entirety of the portfolio, not its individual components. Small caps
behave differently from large caps and therefore offer a diversification benefit when added
to the equation. The net effect for combining large and small caps is standard deviations
very similar to the large caps themselves. Returns, on the other hand, meaningfully
increased with increasing weight in small caps.

This concept of evaluating volatility holistically rather than in a vacuum is old news, of
course. The Nobel laureate Harry Markowitz spelled this out 70 years ago in his Modern
Portfolio Theory framework. But it's a good reminder that for any asset category, risk and
return statistics in isolation do not provide a complete recipe to evaluate it.

Thanks for reading!
Martin
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Blends with Increasing Small Cap Emphasis
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CAPS CAPS 10% SMALL | 20% SMALL | 30% SMALL

Return 7.22% 9.56% 7.48% 7.73% 7.98%

Standard

Deviation 15.30% 17.93% 15.42% 15.58% 1577%

Dimensional, 2026

MARTIN WEILER, FINANCIAL ADVISOR

FIRST CAPITAL FINANCIAL / WORLDSOURCE FINANCIAL MANAGEMENT INC
50 CORESLAB DR. DUNDAS, ON L9H 0B2

P:519-829-1331 F: 833-869-8042

MARTIN@FCFCORP.CA

Mutual Funds and some Segregated Funds provided by the Fund Companies are offered by Martin Weiler, a
representative, through Worldsource Financial Management Inc., sponsoring mutual fund dealer. Other Products and
Services are offered through First Capital Financial Corporation.This email and any attachments are intended only for the
recipient(s) named in this email and may contain personal and/or confidential information. If you have received this
email in error, please email the sender immediately, and delete the original email. Dissemination, distribution, or copying
of all or any part of this message by anyone other than the intended recipient(s) is not authorized.The information
provided in this email and/or attachment/s is solely for general and educational purposes and is based on the
perspectives and opinions of the owners and writers. It is provided with the understanding that it may not be relied upon
as, nor considered to be, the rendering of tax, legal, accounting, or professional advice. Please consult an appropriate
professional regarding your particular circumstances. References to third party goods or services should not be regarded
as an endorsement of those goods or services. All information provided is believed to be accurate and reliable, however,
we cannot guarantee its accuracy. Commissions, trailing commissions, management fees and expenses all may be
associated with mutual fund investments. Please read the prospectus and/or the fund facts before investing. Mutual
funds are not guaranteed, their values change frequently and past performance may not be repeated.
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