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GUIDE TO
INVESTMENT MATTERS

Anything is possible when you manage your money the right way. Whatever your goals in life are, careful

planning and successful investing of your wealth can help you get there. Investments can offer both risk

and return, and generally the bigger the risk the greater the potential return.

t's down to each investor to be comfortable
with the perfect balance for them, and this

will vary depending on how much you have
B Do I want to buy a yacht in 15 years?

: @ What sort of investment returns am I looking for?
B s it more important to take an income from

to invest, what stage of life you've reached and
what you're trying to achieve.

WHY IS HOLDING TOO MUCH IN

CASH SAVINGS NOT A GOOD IDEA?
: @ When will I need my money back?

Often, people find life too busy to invest properly.
Some see it as complicated, time-consuming and,

let’s face it, a bit boring. Many of us already hold cash

savings. Keeping cash in a bank or building society
can be a good idea; it's secure and, even if the bank
goes bust, you're unlikely to lose your money
because of protection in place for UK savers.

However, at the moment inflation is high and
interest rates are at record lows, so the value of
cash savings is actually falling as each year goes
by - meaning that your money cannot buy you
as much this year as it could last year.

That’s why you may want to consider other
ways to make your money grow, especially if

you don’t need immediate access to it. Investing :
: years or more. That’s because the longer you

in funds might offer a good way to grow your
money over the long term, though there are
some risks you should be aware of.

HOW MUCH RISK
DO YOU WANT TO TAKE?

Investing means taking calculated risks - you

could get back less money than you invested. So :

it’s important to understand how much risk you : Some do both.

want to take. Typically, the younger you are,
the more risk you might want to take, simply
because you have longer to recover from any

periods when your investments may have fallen :
¢ risk and aim to grow quickly, or take a more

in value. A retiree relying on pension income
might be less willing to take risk.

WHAT KIND OF QUESTIONS

SHOULD | CONSIDER?

B What are my financial objectives, and by when?

B Will T also need an income to supplement
my pension?

: M Do I need to save for my children’s or

grandchildren’s future - education,
university or first property?

my money or grow it?
B How long do I want to invest for?

: B Do I want to invest a lump sum or drip feed

money into funds over a longer period, say
on a monthly basis?

¢ This is by no means a definitive list of questions,
: but they give you an idea of the type of questions  :
: you should consider, and they will also help you
to determine the right level of risk and make it
easier to choose suitable investments.

HOW LONG SHOULD
: YOU INVEST FOR?

© You should see any investment in funds as

being for the medium to longer term - five

invest, the less vulnerable you are to short-term
: dips in the performance of your investment.

. WHAT FUNDS
| SHOULD YOU CHOOSE?

: The appropriate funds you choose might aim to

pay you a regular income or grow your money.

. Growth: this means the fund aims to increase
: the value of your original investment by
: selecting assets that the fund manager believes

will increase in value. It might take more

¢ cautious approach for steady growth. The latter
: approach might involve, say, investing in the
stocks of large, well-established companies.

: Income: instead of only selecting assets that the
manager thinks will increase in value, income

: funds aim to make regular payments to their

; investors by selecting assets that pay out cash.

: This can then be used immediately to supplement
: pension earnings, for example. Some funds

allow you to reinvest any income you receive.

¢ This means that as each year goes by, you could

: benefit from investment rewards on the original
amount - because assets selected for income
payments may still grow in value - and also on the
reinvested amount. This can have a dramatic effect
on your investment value over time.

: WHY SHOULD YOU

: INVEST IN FUNDS?

¢ Expertise: you don't need to have particular
knowledge or investment skill, as someone else

takes care of your investment for you. This also

: saves you time.

Managing risk: some funds spread your

© investment across a wide range of different
assets, regions and sectors. This helps to

: reduce the risk of financial loss if any single

: area performs poorly. There are all kinds of

© individual risks that a fund manager seeks

: to guard against such as foreign currency

: movements, the impact of political instability or
¢ individual companies going bust.

i Low cost: pooling your money with other

: people’s means you get a more varied portfolio of
: investments than most people could afford alone.
© This is because the cost of buying and selling
 the different assets in a varied portfolio could be
: prohibitive if you tried to do it on your own.

: Flexible: most funds allow you to invest a lump
: sum or smaller, regular amounts.



Investing means taking
calculated risks —you
could get back less money :
than you invested. So its
important to understand
how much risk you want
to take.

¢ asset class are likely to perform well.

¢ might focus on cash or bonds instead. It’s about
: finding the right balance for you, and this will
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: asset classes and which investments within each :
: wise to spread your investments widely so you

Someone willing to take higher risks for
potentially higher returns might want a larger
portion of equities; those wanting to reduce risk :

¢ vary depending on where you are in life and
¢ how sensitive you are to taking risk.

WHY ALL THE FUSS ABOUT
: DIVERSIFICATION?

¢ Diversification means making sure your

: investment portfolio is varied, with a good mix

WHAT ARE THE ASSET CLASSES
YOU CAN CHOOSE?
An asset class is simply a category of investment.
Cash: relatively secure and pays regular interest. :
It’s a low-risk asset but offers low potential
returns, and the total amount may be falling in
real terms all the time as living costs rise.
Bonds: basically an IOU where the investor
loans money to a company or government in
return for an agreed rate of interest over an
agreed period of time. At the end, the investors
get their original sum back. This is considered
a lower-risk investment than equities, though
higher risk than cash.
Equities: shares in a company, meaning that you
own part of the company. Tends to be a higher risk
and higher return asset than either cash or bonds.
There are many other asset classes available,
including property, commodities and specialist
investments (such as hedge funds). However,
these can be complex and are therefore thought
to be less suitable for inexperienced investors.

. of assets, regions, fund managers and sectors.
: This goes beyond asset allocation, aiming for
¢ diversity within each asset class, as well as

across your entire portfolio.

: HOW CAN YOU MINIMISE RISK? :
¢ There’s a concept in investing called ‘correlation.
¢ Simply put, it means whether different assets :
: in your portfolio gain or lose value at the same

! time. Imagine you have a cupboard full of

: shoes: if they were all wellington boots, you

: would be well-equipped for wintry conditions,

: but less happy on the beach in summer. It's

: similar with investing, as a poorly diversified

¢ portfolio means when one of your assets is

doing badly, so is your entire portfolio.

Diversification helps to minimise this danger

by reducing correlation between your assets

: - so if one of your assets has disappointing
performance, it’s possible that your other assets
© could balance this with good performance.

The other benefit of diversification relates to

growth. It’s difficult to predict which assets,

WHAT SHOULD YOU KNOW
ABOUT ASSET ALLOCATION?

Asset allocation is one of the most important
concepts in investing - it’s about judging how
much of your investment to place into different
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regions or sectors will perform well, so it’s

: don’t miss out. It’s also true that some people
¢ might not want a diverse portfolio, deciding to

concentrate on a narrow area instead. However,

! thisisa higher-risk approach and requires
. considerable experience and expertise. B

LOOKING FOR A TOTAL
WEALTH SOLUTION?

We've tested and fine-tuned our approach
to ensure that we can take care of our
clients’ wealth and to deliver their
expectations. Our service looks at all your
financial needs to provide a total wealth
solution. If there are any areas you would
like to discuss with us about how we can

help you, please contact us.

INFORMATION IS BASED ON OUR
CURRENT UNDERSTANDING OF
TAXATION LEGISLATION AND
REGULATIONS. ANY LEVELS AND BASES
OF AND RELIEEFS FROM, TAXATION ARE
SUBJECT TO CHANGE.

THE VALUE OF INVESTMENTS AND
INCOME FROM THEM MAY GO DOWN.
YOU MAY NOT GET BACK THE ORIGINAL
AMOUNT INVESTED.

PAST PERFORMANCE IS NOT A RELIABLE
INDICATOR OF FUTURE PERFORMANCE
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We've tested and fine-tuned our approach to ensure that
we can take care of our clients’ wealth and to deliver their
expectations. Our service looks at all your financial needs to
provide a total wealth solution.

This guide is for your general information and use only, and is not intended to address your particular requirements. The content should not be
relied upon in its entirety and shall not be deemed to be, or constitute, advice. Although endeavours have been made to provide accurate and timely
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future.
No individual or company should act upon such information without receiving appropriate professional advice after a thorough examination of their
particular situation. We cannot accept responsibility for any loss as a result of acts or omissions taken in respect of the content. Thresholds, percentage
rates and tax legislation may change in subsequent Finance Acts. Levels and bases of, and reliefs from, taxation are subject to change and their value
depends on the individual circumstances of the investor. The value of your investments can go down as well as up and you may get back less than you
invested. All figures relate to the 2016/17 tax year, unless otherwise stated.
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