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EFFE CTIVE IN VESTME NT  PLAN NING

WH Y , W H E R E ,  A N D  H O W  T O  IN V E S T ? 

In  most  instan ces  th e main  reas on for  making an inv estment,  wh ereby  cash is  converted into s ometh in g 

els e,  i s  qu ite s imply  to  make more prof it  than the cash equ ivalen t.  Th is  prof i t  may be for  th e b en ef it  of  

ei ther  th e Inv estor ,  Ben efic iar ies  o f  the  Inv estor ,  or  both ;  and may mater ia l is e as  ei th er  Cap ita l ,  In come,  

or  a  comb inat ion of  both.  

Th e p roblem ar is ing  however,  is  what  to  inv est  in ,  an d how and wh en to  do i t?  

Shou ld  you  keep  a l l  you r  mon ey in  th e Bank,  or  should y ou us e i t  to  buy  an a l ternat iv e Inv estment Ass et?  

I f  so ,  do y ou buy Gold  Bul l ion,  Prop erty ,  a  Ferrar i ,  o r  a  f inan cia l  instru ment su ch as  Gov ern ment  Gi l ts ,  

Corporate Bonds,  Company Sh ares ,  or  Managed  Funds ? Furth ermore,  h ow d o you  buy any  o f  th es e 

Investment  Ass ets ;  can you access  th em in  a f fordable amounts ,  and h ow easy  is  i t  to  redeem them in  th e 

futu re?  

Th is  is  a  tru ly  enormous  prob lem… Th e good n ews howev er,  i s  that  the  inves tmen t industry  at  large,  h as  

formu lated  var ious  Pract ices  &  Pr inc ip les ,  successfu l ly  t r ied an d tested over  a  long  h istory ,  wh ich great ly  

help  to  s olv e th es e same problems.  

ASSE T CLASSES 

Th e f i rst  o f  thes e p r in cip les  is  that  there  are 3 Pr imary  Classes  of  Inv es tment  Ass ets  as  fo l lows:  

Cash  

Stocks  

Shar es  

CA S H

Cash is  reasonably  s imp le to  compreh end an d contro l ,  and we are a l l  fami l iar  wi th  i t .  In  i ts  mos t  common 

format,  i t  is  l i tera l ly  money to b e us ed as  a  recognized and accep ted exchange mech anis m.  I t  is  usual ly  

held  in  a  Cash Accoun t  of  some k ind,  which in  the UK typ ica l ly  in clud es  Banks,  Bu i ld ing Soc iet ies ,  an d th e 

Post  Of f ice -  n ow ca l led Nat ion al  Sav ings  & Inv estments  (NS&I ) .  

At  th e s l ight ly  more complex end of  i ts  sp ectru m,  Cash a lso  in clud es  Cash Der iv ates  such as  Premiu m 

Bonds ;  Currenc ies  s uch as  th e Euro,  Dol lar ,  and Yen ;  and v ar ious  Mon ey  Markets  wh ere cash is  t raded as  

a  f inan cia l  instru ment ,  s uch as  th e Inter-Ban k Market  (L IBOR) and  th e Fore ign Exchan ge Market  (FOREX).  

Quite obvious ly ,  the  pr imary  purpos e o f  Cash is  s imply  i ts  buy in g power .  I t  i s  the world 's  mos t  common 

mediu m of exchan ge in  th is  resp ect;  and is  th erefore sup remely  spendable .  But  i t  a lso  has  two fur ther  

attr ibutes  which en ables  i t  to  be us ed as  an Inv estment Asset .  In  th e f i r st  instan ce Cash can command an 

Interest  Rate.  This  is  money earnin g mon ey b y  b ein g put  to  work .  Typica l ly ,  a  Bank Accoun t  wi l l  earn  a  

certa in  Rate o f  Interest  for  th e Account  Own er  in  return  for  the Bank b eing able to  make some u se o f  i t .  

Th e s econd inves tmen t attr ibute o f  Cash  is  i ts  Currency .  Desp ite b e ing the world 's  favou ri te  f inancia l  

commod ity ,  i t  i s  not  a  u niversal  denomin at ion.  Th is  gen eral ly  means  th at  on e curren cy must  b e  exchan ged 

for  another  in  order to  be ab le to  spend i t  els ewh ere.  The ups id e of  th i s  from an inv estment po int  o f  v iew,  

is  that  mon ey can aga in  be mad e to make more mon ey s imply  by  exchan ging i t  for  d i f ferent  currenc ies  at  

favou rab le  Exchan ge Rates .  

ST O C K S

Stocks  are a  phys ical  commodity  whos e p r imary  purpos e is  to  be used  as  that  commodity ,  but  which may 

a lso  b e us ed an Inv estment Ass et .  S i lv er  and Go ld for  example,  hav e var ious  us es  for  what  they  actua l ly  

are;  bu t  th ey may a ls o  be us ed as  an Inv estmen t  Asset  bas ed up on th eir  f in anc ia l  va lu e.  

With in  th e Inv estment aren a,  S tocks  may b e su b-div ided into two d ist in ct  Asset  C lass es .  Thes e two 

sub groups  are  Prop erty  -  b e ing Land and Bui ld ings;  and Commod it ies  -being ev eryth in g els e.  

Th e d ist in gu ishin g at tr ibutes  of  Prop erty ,  and part icu lar ly  Land,  a re  that  i t  i s  a  f in ite resource,  non-

consu mab le and an abs o lute requ is i te .  In  oth er  words ,  there isn 't  any more of  i t  than a l ready ex ists ,  i t  

lasts  forev er ,  and we a l l  need a  certa in  amount  of  i t .  We don ’t  l iv e in  sp ace y et ,  so  we need  to p ut  our  

feet  on s ome ground somewh ere!  Th e fact  that  some Land h as  Bu i ld in gs  upon i t  s imp ly  enhan ces  i ts  

va lu e both for  i ts  own  p urpos e and as  an Inv estment  Asset .  



To a  greater  or  lesser  d egree,  a l l  o ther  forms of  Stocks  are  consu mable  on a  d iscret ionary  bas is .  The 

re lev ance of  th ese  qua l i t ies  to  an Inv estor,  is  that  as id e f rom i ts  inh erent  default  benef it ,  th e v alu e o f  

such an asset  is  su bject  to  i ts  popu lar ity  o f  the day.  Th is  is  more formal ly  known  as  Supply  & Demand .  

Th e va lu e o f  th es e ty pes  of  assets  can r ise  i f  demand  in creas es ,  supp ly  decreas es ,  or  as  a  result  of  

f in anc ia l  in f lat ion ov er  t ime.  Stock va lues  can a l so fa l l  for  exact ly  th e oppos ite reasons.  

Typ ica l  examples  o f  Commod ity  Stocks  are F in e  Art ,  S tamps & Co ins ,  and Vin tage Cars .  Some fu rth er  and 

perh aps  more common instances  inc lud e Gold,  S i lv er ,  Diamonds,  Oi l ,  Gas ,  Crops,  an d many oth er  Raw 

Mater ia ls .  For  th e every day Pr ivate Cons umer Investor ,  su ch Stocks  would usua l ly  b e accessed  on a  v i rtua l  

bas is  v ia  a  Stock E xch ange.  In  oth er  words,  buying an Inv estment Right  to  th e Stock,  rath er  than buyin g 

the phys ica l  commodity  i tse l f .  Th e Inves tor  thus  owns  an interest  in  an  asset  rath er  than  th e actual  asset  

i tse l f  

SH A R E S

Shares ,  as  th e name imp l ies ,  a re  usual ly  a  part  or  port ion  o f  someth ing b igger  th an the indiv idual  share;  

and with in  the  inv estment arena,  th is  usual ly  cons ists  o f  a  F inancia l  Stake in  a  Corporate Bus iness  which 

is  L is ted  on a  Pub l i c  Stock Exchan ge.  In  other  words,  an d for  example,  the Inves tor  b uys  and owns a  

numb er  o f  Shares  in  ‘Company  ABC P lc ’  which is  L is ted (Traded)  on the London Stock  Exchange (LSE) .  

Unl ike Stocks ,  th is  is  not  a  phys ica l  ent ity ,  but  rather  a  lega l  Con tract  in  the  form of a  F inan cia l  Serv ice.  

Shares  are c lass i f ied as  being a  F inan cia l  Instru ment,  wh ereby you,  th e  Pr iv ate Retai l  Inv estor,  owns an 

interest  in  th at  Corporat ion or  En t ity  rath er  than the  actua l  corporat ion  i ts el f .  

Almost  ev ery  d evelop ed  coun try  around  th e wor ld  has  a t  leas t  on e,  and often s ev eral  F in anc ia l  Tradin g 

Markets  (Stock E xch anges)  such as  the London  Stock E xchange (LSE) ,  German Stock Exchan ge (DAX),  New 

York Stock E xchange (NYSE/NASDAQ),  Hong Kon g Exch ange (Han g Seng),  and so on .  

In  turn,  each of  th es e Stock E xch anges  ‘ L is t ’ ,  wh ich is  to  auth oris e,  th e Tradin g of  su ch Corporate Shares  

in  hund reds,  and in  some instan ces  thous ands,  of  b oth N at ional  and Intern at ional  Corporat ions  – 

inc ludin g what  most  of  us  know as  Comp anies ,  Banks ,  F inan cia l  Ins t i tu t ions,  Gov ernmen ts ,  and  Publ ic  

Of f ice Departmen ts .  

AS S E T S  SU M M A R Y

Th e ov eral l  advantage of  owning  Stocks  & Shares  rath er  than Mater ia l  Assets  is  gen eral  conv enience.  The 

conv enien ce factors  typ ica l ly  in clud e af fordab i l i ty ,  acquis i t ion,  reten t ion,  and d isposa l .  A s imp le examp le 

of  th is  wou ld  be the  d i f feren ces  between  buyin g  a  Barre l  o f  O i l  or  s e l l in g an ent ire Comp any as  compared  

to exercis ing on e's  r ights  to  s el l  a  sharehold in g of  the  same Ass et  on a  Stock E xch ange or  other  Tradin g 

Plat form.  

Anoth er  s igni f i can t  advantage is  that  most  Stocks  & Shares  Inv estments ,  and a l l  o f  th em that  we dea l  

wi th  as  Inves tment Advisors ,  are gov erned and protected by  th e F inanc ia l  Serv ices  Authori ty .  

Th erefore,  f rom th is  po int  on wards ,  we wi l l  b e d iscuss ing and dea l in g wi th  UK Author ised Inv estments  
inc ludin g :  

Cash Depos i t  Accounts  (Banks /Bu i ld in g Soc iet ies )  

L is ted Secu rit ies  (Ord in ary  Company  Sh ares/Corporate Bonds /Gov ern ment Gi l ts )  

Co l lect iv e Inv estment  Funds  ( Investmen t Trusts /Un it  Trusts/OEIC 's )  

Th e remaind er o f  th is  in vestment guide wi l l  now cons ider  the p r in cip les  to  b e app l ied in  estab l is h ing 

and main tain in g an appropriate inv estment  arrangemen t for  a  g iv en inv estment object iv e.  



THE INVE STMENT PROCE SS 

AS S E T  AL L O C A T I O N

Risk  of  loss  is  an integra l  par t  o f  inves t in g for  ga in.  The object iv e th erefore  is  to  min imis e the r i sk  and 

maximis e the  ga in  as  much as  p oss ib le  with in  certa in  object iv e p arameters .  Th is  is  b est  ach iev ed by  

introduc ing  a  ca lcu lated  d iv ers i f icat ion  across  d i f ferent  Ass et  Classes  su ch as  Cash,  Gov ern ment  Gi l ts ,  

Corporate Bonds,  Commodit ies ,  and Corporat ion  Shares .  

Th is  mix  o f  d i f ferent  Ass et  Classes  is  th e foundat ion stone of  bu i ld ing  an appropriate Pers ona l  

Investment  Port fo l io .  

Th e intend ed ou tcome i s  to  achiev e th e r ight  b a lance between ga in ing the returns  y ou d es i re  whi lst  

tak ing a  degree o f  r isk  wi th  which y ou fee l  comfortab le .  

IN V E S T M E N T  SE L E C T I O N

With regards  to  f ind ing  and se lect in g su i table p art icu lar  Inv estments ,  the man tra  here is  gen eral ly  to  hav e 

a  wid e spread across  a l l  or  most  o f  the d if feren t  avai lab le  Inv estment Sectors .  

As  grand ma s a id ,  don’t  put  a l l  your  eggs  in  just  one b asket .  I f  for  examp le you were to  p lace a l l  your 

mon ey in  jus t  on e Comp any’s  Sh ares ,  you would  need to  b e ei ther  v ery  knowin g o f  th e outcome,  or  

except iona l ly  lucky  to  achiev e you r f in al  Inves tment Object iv e.  Win or  loos e,  we wou ld nev er,  in  our  

profess iona l  capacity ,  adv ise you to  do th is .  

So,  what  wou ld we adv ise you  to  d o,  and  how d o we arr iv e at  that  advice?  

Wel l ,  to  b egin  with,  whi lst  th e cost  of  inv est ing is  a  reas onab ly  s imp le compu tat ion,  i t ’s  one o f  the few 

knowns;  th e matter  o f  investment s e lect ion for  reward is  comparat iv ely  comp lex and  uncerta in .  Comp lex 

becaus e th ere are l i tera l ly  thousands  o f  d i f ferent  Inv estments  to  choos e from; and un certa in  because 

a lmost  n on e of  them giv e any  form of  guarantee.  Therefore,  b oth you an d we,  need s ome s er iou s  help  

here.  

In  ord er  to  he lp  with  th i s  complex tas k,  we app ly  a  r igorous  Inves tmen t Analys is  process .  Th is  p rocess  

cons id ers  and computes  a  p leth ora o f  facts ,  f igu res ,  and po l i c ies ,  both indiv idu al ly  and s ev eral ly ,  to  

arr iv e at  a  comp arat iv e Suitable Inves tmen t ans wer.  Whi lst  such a  system is  n eith er  d ef in i t iv e n or  

guaranteed,  i t  i s  h ighly  credib le – being b ased  u pon rea l  wor ld  actu al i t ies ,  is  the b est  advice  we can 

of fer  y ou,  and  is  more usual ly  r ight  than wron g.  

R I S K  & RE W A R D

Investment  Reward is  arguab ly  th e u lt imate purpose of  th e whole  inv es tment  process .  I t  i s  s imply  th e 

bottom l in e f igu re;  the  future rea l isable va lue o f  th e Inv estments  you  h old.  

Howev er ,  th is  object iv e carr ies  wi th  i t  an  inbu i l t  fa i l ing – th e fa i lure to  know what  wi l l  happen  in  the  

futu re.  Thus ,  th ere is  a lways  the  poss ib i l i ty  of  a  negat ive  outcome.  

Th is  is  the  reason we d iscuss  with  you,  and ask  you to  comp lete ou r  C l ient  Inv estment Risk/Reward 

Prof i ler ;  so  that  we understand togeth er  you r Investment Att i tude.  By  th is ,  we mean h ow much reward are 

you reason ably  looking to  achiev e and  when;  an d how much r isk  are you  prepared to  accep t  in  pursuit  of  

that  ob ject iv e?  

Becaus e the  wor ld  o f  in vestments  is  dynamic,  the va lue o f  your  inves tment wi l l  vary  f rom day to day  and 

year  to  y ear.  Somet imes  i t  wi l l  make you  smile,  and oth er  t imes i t  won ’t .  There is  a lso no guarantee wh ich  

of  thes e i t  wi l l  do,  and wh en.  We cannot  tel l  you for  certa in  what  th e f inal  ou tcome wi l l  b e.  

Howev er ,  i f  the inv estment p rocess  is  correct ly  f i rst  app l ied,  and then appropr iate ly  adh ered  to ,  you 

are  more l ike ly  than not  to  rea l is e your  Inves tment Object iv es .  Fu rth ermore,  mak ing correct  us e o f  

var ious  Inv estment Prod ucts  & Serv ices ,  as  expla in ed b elow,  can help  y ou fu rth er ,  by  way of  re levant  

Taxat ion mit igat ion,  Profess ional  Management expert is e,  and eas e of  Report ing & Ad minis trat ion.  



IN V E S T M E N T  PR O D U C T S  & P R O V I D E R S

PR O D U C T S

Th ere are a  wh ole range of  d i f ferent  Investmen t  Produ cts  (Tax Wrapp ers )  ava i lab le in  th e marketplace  

today wh ich,  a l thou gh s omewhat confus in g,  can  provide real  benef its  i f  understood  and us ed correct ly .   

Th es e in clude:  

� Col lect ive Investment Accounts  

� ISA’s  

� Investment B onds  

� Per sonal  Pen s ion Accou nts .  

Which investmen t prod uct  is  r ight  for  y ou dep ends  upon your  current  c ircums tances  and your future 

object iv es .  We wi l l  h elp  you d ec id e accord ing to your bes t  in terests .  

PR O V I D E R S

Just  l i ke s hopp ing for  food or  c loth ing,  someon e needs  to pres ent  y ou with  th e faci l i ty  to  buy your 

Investment  Port fo l io .  You need a  F inancia l  Serv ices  s hop.  For  th e ev ery day Pr ivate Cons umer In vestor  

such a  sh op usua l ly  compris es:  

� High Street  Ban k  

� Stock Broker  

� Registrar  

� Fin anc ia l  Ser v ices Comp any 

We hav e del iberate ly  exclud ed ours elv es  as  F inancia l  Advisors  from th is  l i s t  b ecaus e most  o f  us  are  

your map rath er  than the v ehic le .  We are th e Co-P i lo t ,  not  th e Dr iver ,  n or  the Vehic le.  

Al l  o f  th e abov e Inv estment Prov id ers  are governed and protected  by  th e F inanc ia l  Serv ices  Authori ty  

(FCA),  and mos t  o f  them are ava i lab le to  you e ither  as  a  wa lk - in  shop or  of f i ce,  or  more f requ en t ly  

nowadays  as  an Onl ine  Serv ice.  

Some of  th em wi l l  o f fer  only  a  l imited s erv ice – such as  Sav ing Accounts ,  or  Buying and Se l l ing  

Compan y Sh ares .  Oth ers  may  offer  a  fu l l  sp ectru m of  s erv ices  inc lud ing  Tradin g Stocks  & Shares ,  

Co l lect iv e Inv estment  Funds,  wrapp in g you r Inv estment Assets  in  a  Product  Wrapper su ch as  an ISA or  

Pens ion,  and last  but  not  least ,  ongoin g Rep ort ing & Ad min istrat ion o f  your  Inv estmen t Port fo l io .  Such 

a l l  en compass ing  F inan c ia l  Serv ice Prov iders  are  known as  Inv estment P latforms.  

An Inv estment  Plat form is  thus  a  p la tform from which to  laun ch and  manage you r  F inanc ia l  Object iv es .  

I t  i s  an in tegrated s erv ice  whereby a l l  or  most  of  your  var ious  Inv estment Ass ets  & Products  can be  

conso l idated in to just  one p lace.  This  is  usua l ly  an  onl in e porta l  which faci l i tates  Own ership  Rights ,  

Depos its  & Withd rawals ,  Trading,  Inv estment Management,  and Report ing & Ad min istrat ion.  

Onl ine  Inv estment Platforms are re lat iv ely  new,  hav in g on ly  b een in  ex i sten ce s in ce abou t  th e 

beg inn ing o f  th is  mi l lenniu m,  but  l i ke many technologies ,  the ir  serv ice  provis ion and pop ular i ty  have 

grown,  and cont inu e to grow exponent ia l ly .  Most  of  th em are exceedingly  good valu e for  mon ey,  and 

take the task  o f  F in anc ia l  Inv est ing  to  a  whole new lev e l .  

For  th ese  reasons,  wherev er  poss ib le,  we wi l l  recommend an integrated  inves tmen t solut ion,  an  Onl ine  

Investment  P lat form,  in  ord er  to  take  advan tage of  th e many b enefi ts  su ch an arrangement prov ides .  



TH E  AD V I C E  PR O C E S S

You  might  b e su rpr ised  to know that  ev en af ter  us ing an Inv estment  P la tform and tak ing Profes s iona l  

Investment  Adv ice,  i t  may cos t  you n o more to use a  F inan cia l  Advisor  than to  Do-I t -Yours el f !  

Typ ica l ly ,  as  a  Pr ivate Consumer Inv estor  you  wi l l  pay  an In it ia l  Charge of  about  3% to buy an 

Investment  Fu nd for  example,  p lus  an Annua l  Ch arge o f  1.5% -  a l l  without  any In it ia l  Adv ice or  Ongo in g 

Serv ice.  

Furthermore,  there is  a lways  the  pros pect  that  you wi l l  n ot  hav e enough experience,  exp ert is e,  or  t ime 

to do i t  yours el f  su ccess fu l ly .  

Our fees  for  p rov id in g Investment Advice and  an ongoing Managemen t Serv ice are s imply  1% per  

Annu m of  the  value of  y our Inv estment  Accounts  held  th rou gh us .  We b el ieve th is  is  v ery  good valu e 

for  mon ey,  an d wi l l  d o a l l  we can to  ensure that  you’d  be b etter  o f f  with  us  than withou t  us .  

We’ l l  put  ev erythin g in to pract ice wi th  you  v ia  our  s tep -by -step Advice Process .  We’ l l  h e lp  you  to 

correct ly  iden t i fy  your  key  curren t  c i rcu mstan ces ,  futu re ob ject ives ,  and  how b est  to  get  there.  

We look forward to h elp ing y ou make the  r ight  choices  for  th e r ight  reas ons;  and keepin g i t  a l l  on-t rack.  

YO U R  CO N S U M E R  & CA N C E L L A T I O N  R I G H T S

Your r igh ts  as  a  Pr ivate Consu mer Inv estor  are determin ed in  fu l l  accordance wi th  th e UK Finan cia l  

Serv ices  Au thor ity  (FCA) .  

Al l  requ is i te Inves tor  Data wi l l  b e h e ld  on f i le,  and used  in  st r i ct  accord ance wi th  th e terms of  the Data  

Protect ion Act ,  and wi l l  only  b e us ed for  i ts  in tended p urpos e of  prov id ing you with  Profess iona l  

F inanc ia l  Adv ice.  

I f  actu al  Inv estment Per formance does  not  match any Key  Facts  I l lustrat ions  (KFI )  or  oth er  quoted 

expectat ions ,  there wi l l  not ,  for  that  reason ,  b e any ent it lement to  compensat ion .  Comp ensat ion is  

only  av ai lable for  the p rotect ion of  consu mers  in  the  ev en t  o f  In approp riate Advice or  Serv ice ,  or  in  th e 

ev ent  o f  Inv estment Ins olv ency subject  to  certa in  provis ions  and  l imitat ions .  Th es e p rotect ions  and 

comp ensat ion Rights  are s et  out  in  ou r  separate docu ment ent it led Treat in g Customers  Fa ir ly  (TCF)  

which wi l l  b e provid ed to  you as  requi red.  

You  can  cancel  your  Inv estment Appl i cat ion wi th in  30 d ays  o f  receiv ing your Can cel lat ion Not ice.  I f  you 

do cancel  with in  th is  t ime,  you  wi l l  n ot  hav e to  pay any charges ,  and wi l l  rece ive  a  fu l l  F inanc ia l  Refund  

at  th e p rev ai l in g Market  Rates .  This  latter  condi t ion means  that  i f  inves tment  pr ices  fa l l ,  y ou may not  

get  back th e fu l l  amoun t or ig inal ly  inves ted.  

We fu rther  remind you that  th e va lu e o f  your  in vestments  can r is e an d fa l l  f rom t ime to t ime,  and wi l l  

do so on  a  cont inuous  b as is .  Inves t in g in  F inan c ia l  Ass ets  shou ld b e intended for  mediu m to lon g term 

use,  b e ing a  min imu m of 3  to  5 y ears ;  and should not  be us ed l i ke a  short  term Cash  Depos it  Account .  

Al l  th is  sa id  and d on e,  we wi l l  end eav our to  make your Inv estment Accounts  as  s imp le ,  us efu l ,  and 

eff ic ient  as  poss ib le.  


