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1. INTRODUCTION
Everyone knows what investing is, but what are people actually doing when they invest? Fortunately, the
world of investing is actually very straightforward and easy to grasp. You just have to start with the
fundamentals.
Investing is a way to increase your wealth and achieve your financial goals in life. Warren Buffett suggests
investing is "…the process of laying out money now to receive more money in the future." The purpose of
investing is to get your money to work harder and produce more returns than what you can expect
through savings alone.

WHY DO PEOPLE INVEST?
People invest their money to achieve one or another goal in life; some investors are looking to provide for
their retirement, others to buy a house, or to build up a fund for their children’s education.
No investor is the same, and everyone’s goals are different, but all investors share one characteristic: They
want to grow their money over time.
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HOW IS INVESTING DIFFERENT THAN SAVING?
Investing and saving are both essential to your financial wellbeing, but they serve two very different
purposes.
Investing seeks to generate profits by buying and selling assets, while saving seeks to protect the money
you already have.
Savings (usually saved in a current or savings account) is the money that’s there when you need it most.
Over the past few decades, life expectancy rates across the world have risen at a very fast rate and the
responsibility for an individual’s financial well-being increasingly lies with the individual himself, and no
longer the state to provide him with financial security.
However, here’s the thing: Money in a current or savings account will not earn you much interest, and
therefore your money is unlikely to grow much, if at all. In short, building your savings is critical to making
sure you have cash ready, even though it’s not necessarily great for growing your money.
This is why investing is an essential component to growing your portfolio to achieve the financial goals you
have, and why savings alone will not get you to where you want to be.
But with investing comes risk, and how to manage risk effectively to generate the returns you want is the
subject of the next chapter.
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2. RISK AND ITS IMPLICATIONS


To earn a better rate of return than you would expect from a savings account, you need to accept more
risk. That means getting comfortable with the fact that your investments will/can go down in value some
of the time. The long-term direction of the stock market is up, but it doesn’t rise in a straight line. Other
investment markets might display different market behaviour and volatility rules, but the rule of thumb is
that the more risk you take, the greater the potential return – but also the greater the potential loss.
As an investor, you have to decide whether you are happy to accept the risks of volatile markets for a
period of time, or will you lose sleep if the markets fall? Investments can be a roller coaster ride, which is
fine unless the ups and downs come are unexpected/prepared for. Ideally you should decide what you can
afford to lose. Before making an investment, consider how you would react if your investments fell by 15%,
30%, 60% or even 75%. This is a really healthy exercise and can help you can set a risk limit for yourself.
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3. YOUR INVESTMENT HORIZON


Typically, the longer your investment horizon is, the more aggressive you can be with your investments
(depending on the products, programs and strategies you are considering). However, the investment
horizon is the investors decision and should support his/her appetite for risk. Saving for a pension might be
a higher risk investment, knowing the money will not be needed for many years and that there is plenty of
time for short-term losses. Your risk appetite is likely to change with time, and you may become more
cautious the closer you get to retirement or achieving your other goals in life.
Risks vary according to the different ways available for you to invest. Backing companies such as start-ups
via a private placement as a shareholder can deliver huge rewards, but it can be very risky because if a
company runs into regulatory issues, run out of financing or is subject to bad management, your
investments will plummet in value.
Diversifying your investments into different programs in different asset classes such as FX, digital currency
and funds/ETFs, or other mixed investment instruments, is one way of spreading your risk as fund
managers choose the investments in a diversified portfolio within the asset class and invest it on your
behalf. If one placement/investment falters, it’s not as disastrous if the others are performing well.



JP FUND SERVICES
AVENUE REVERDIL
CH126, NYON
SWITZERLAND



4

WWW.JPFS.COM
INFO@JPFS.COM

6






4. WHY USE A FINANCIAL ADVISOR OR
AN INVESTMENT GUIDE?
An experienced financial adviser can help you plan your investment portfolio for future profits making
sense of the jungle of investment options, risk profiles and markets. A serious financial advisor will tell you
all about the risks entailed and will spend more time on that subject than talking about profits. Great
financial advisors can match you with the right kind of investments by listening to your circumstances,
understanding your goals and how you feel about taking risks with your money.
They can also manage your investments once they are in place. This costs of having your money managed
depends on investment types and what assistance you need. Proven financial advice almost always costs
money. If you ask your lawyer for advice, it costs money. If you ask an architect, it costs money and it’s the
same with a financial advisor. However, some of the costs involved in using a financial advisor might
already be included in investment programs as part of their fee structure. But of course, it’s money well
spent if the adviser can help you choose a product that is better suited to your ambitions and requirements
and may perform better than one you might choose and manage yourself.
It is crucial to understand what you are planning to buy as well as the risks involved before you enter any
investment program. To find the right company to invest with, it’s always good to ask a trusted friend
whether he/she can recommend an independent financial adviser. You can also look for yourself via online
search engines. Financial associations in your region will often have a list of the different qualifications an
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adviser possesses as well as the professional bodies that represent them. However, more and more people
are choosing to handle their own investments to cut out advisory fees and take control of their own
finances.
Since risk is such an important part of selecting your investments, many online tools are now available to
help you identify funds or other investment programs or products that match your own risk profile. There
are some platforms that provide an online questionnaire to measure your attitude to risk and investment
goals, which will then generate a list of suggested investment opportunities or even ready-made portfolios
for you to invest in. Many also offer lists of recommended funds which aren’t tailored to individuals but are
based on in-house research. These lists can be a source of inspiration and validation of your existing
investment choices but should not to be confused with advice – it is just guidance.
Remember, investing is not just about price and performance. While keeping costs low is important, since
extra charges will influence returns, the emphasis should be on value for money rather than price. There is
always a price for quality.
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5. HOW TO CHOOSE A PLATFORM?


Executing your investment goals should not be difficult which is why we recommend selecting a platform
or company to work with according to how easy it is to use their website and investment portal. You
should also consider the costs and quality of guidance and customer service you receive, as well as the
range of investment choices available. Some platforms specialize in specific investment segments like FX or
digital currencies, and some in more traditional investments. Choosing a platform or entity which offers
good value for money gives you the power to diversify and boost your investments. It is almost mission
impossible to find one entity or platform that gives you access to all markets, so focus first of all on the
investment types you’d like to make and then search for platforms or companies that can help you achieve
your aims, or are specialists in the investment segments you are interested in.
There are many differences in costs between companies and their platforms. The value of your
investments will/can vary enormously depending on how you manage your money over the course of a
year. Depending on the strategies you choose, there will be differences in costs. Other factors include
whether will you be trading or switching from one product or position frequently as this can increase your
costs significantly. Also, consider whether the placement will be for the long-term or short term. Longterm investments carry with them entry fees and exit fees too and may also include a lock-up period
during which you cannot withdraw your money.
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Some of the more expensive platform services may reflect the added research facilities and their focus on
higher quality customer service, while the no-frills brands are cheaper but offer fewer useful extras. Exit
fees can be high, so it’s worth doing some investigation before you get started with your investments.
We recommend having more than one platform, depending on the expertise of the entity you wish to
work with. Some are proficient at helping clients invest in emerging markets, foreign exchange, stock
picking, bonds, funds and some have specialized in digital currencies, such as TRADEMAKERS. We have
experience with all top-tier platforms in the space, and can assist in navigating between these platforms
and to make referrals to these platforms. Our approach is based on openness, transparency and a proven
track record.
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6. WHY IS DIVERSIFICATION
IMPORTANT?
The philosophy behind portfolio diversification is that if one investment performs poorly, you will always
have others that will, ideally, not be performing badly at the same time. This allows your varied
investments to act as counterbalance to one another. The “asset allocation” or in other words, how you
divide your money between shares, cash, fixed-interest securities, foreign exchange, digital currencies or
property is crucial. A common mistake investors make is in not diversifying enough. As a result, some
investors have been burnt badly by having all their eggs in one basket, or their investments in the same
asset classes. Diversification is indeed the key to managing risk – including volatility.
Market risk cannot be avoided. For example, if the whole global economy and international markets crash,
then more or less every asset class will suffer. And this is where an adviser can step in and help you
determine the level of risk, you’re comfortable taking on. To make sure a portfolio is spread across asset
classes, it might contain a blend of several different asset classes such as equities, bonds, cash, foreign
exchange, digital currencies, property and others, such as commodities and gold, to benefit from their
different investment cycles.
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Many fund portfolios contain the same classes, which means you are not as diversified as you might think
you are when investing in funds. It’s important to see and analyze fund strategies within sectors in order
to have a diversified portfolio with placements in several areas/sectors.
It is far better to have a wider spread of holdings and therefore a wider spread of risk by allocating into
several different types of assets, sectors and countries of interest.
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7. SELF-MANAGED VS. MANAGED
PORTFOLIO SOLUTIONS
Confident and experienced investors may be content to do their own research and to choose their own
placements and allocations. Others prefer someone to do it for them or require help in choosing
investments and guiding for them. Some investors claim to enjoy looking after their investments and are
happy to spend time going into a lot of detail to get it right. However, not everyone gets quite so excited
by the idea of poring over fund factsheets, investment descriptions, team due diligence (which sometimes
tell you everything you need to know about the strategy), performance figures etc. Equally, many people
cannot spare the time to construct their own portfolios and monitor them over the long term, and often
make decisions too quickly, increasing the likelihood of missing the big investment picture.
Many firms offer investors a decent one-stop shop opportunity for simplicity, but by mixing a variety of
managers across various investment markets can result in far greater diversification such as through a
managed solution. All in all, investors should build a portfolio with a risk profile that suits them, and the
manager(s) will take care of the rest.
The basic idea behind allocating your money to a fund or managed account is to make the selection
process simpler – “all you have to do” is to choose the products that most closely match your attitude to
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risk. However, it is worth bearing in mind that the performance of funds and managed accounts can be
markedly different from what investors expect. There are no guarantees, only targets and goals.
The focus on risk by the financial conduct authorities around the world has prompted the emergence of
funds specifically designed to address this issue via “risk-targeted funds”. This is entirely different from risk
ratings. Some programs are dedicated to offset risk against portfolios and can, or should be, a part of a
portfolio no matter if the account is self-managed or part of a managed portfolio.



JP FUND SERVICES
AVENUE REVERDIL
CH126, NYON
SWITZERLAND



4

WWW.JPFS.COM
INFO@JPFS.COM

14






8. UNDERSTANDING RISK


Risk is one of the most important components of all kinds of investing – but risk can also be a complicated
issue. There are many measures and definitions of risk: volatility – the up and down movement of the
market – is just one measure. Traditional investors only worry about volatility when shares are falling.
Some investments are made for the long term, so short-term volatility is not necessarily a reason to panic
and make drastic changes to a portfolio. Other measures are personal and vary from investor to investor.
As always, past performance is not a reliable guide to future performance and may not be repeated.
Many use a scale of 1-10, where a very low-risk cash placement is 1 and a very volatile placement is rated at
10. Different funds will have different risk profiles. For example, an emerging market equity fund will be
deemed to be higher risk than a blue-chip equity fund, as emerging market economies are considered less
well-regulated than those in the markets blue chip stocks trade in.
Even within each sector, different funds or managed accounts will or can have different risk profiles too –
one emerging market equity fund or placement may be riskier than another. Risk-ratings are based on the
past performance as well as other historical data on how the strategy has performed in certain market
conditions and this data can help match the investor to the fund. Some strategies can be deliberately
packaged by asset management groups to attract investors based on their attitude to risk. It’s worth
noting that risk profiles can change with time and a rating of portfolios will be adjusted to ensure it aligns
with the future risk profile of the investment.
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9. EXCHANGE-TRADED FUNDS /
INDICES


Another “passive” option is exchange-traded funds (ETFs), which may be listed on a stock exchange and
traded in the same way as you trade shares. Buyers purchase shares in the fund which trades on an
exchange. Like index-tracking funds, ETFs aim to replicate the performance of a chosen index – for
example, the Standard & Poor’s 500 in the United States or the FTSE All-Share in the UK. Many ETFs
invest directly in the components of an index, such as gold. They are bought through a stockbroker, so
there are dealing charges to pay but, in these days, brokers do not charge high fees for placements in
ETFs, although it’s important not to make smaller investments amount since many brokers and banks have
minimum fees, and these can add up quickly each time a ‘small’ investment is made.
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10. BUILD YOUR OWN “SYNTHETIC ETF”


First of all, a “synthetic ETF (exchange-traded fund)” allows portfolio managers and investors to select
managed account structures from within the same asset class but with different risk and trading
strategies. Prior to allocating funds to a synthetic ETF or managed account, it’s important to consider the
investment’s past performance, past draw downs, the length of time they have been trading, who is the
counter party, do they have the right licenses and regulations etc. This strategy can be built up in several
markets such as foreign exchange, digital currencies and others.
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11. WHAT ARE EMERGING MARKETS?
In investment terms, emerging markets are those countries whose financial markets are less developed,
and where investor protection and the overall market infrastructure is often weaker than in developed
markets. For example, Eastern Europe includes Turkey and Russia, and further afield; Asian countries
includes Malaysia and India. Some of these markets have been top performers and many people strongly
believe emerging markets have strong economic growth potential thanks to a young and growing
population, durable consumer spending and a prospering middle class.
This growing demand for goods and services in the emerging markets may be sustained as incomes
continue to rise and people seek to take advantage of economic progress taking place in the developing
world.
Some strategies target global consumer brands, rather than investing directly in emerging market
companies, to derive the benefits as consumption rises rapidly across the emerging markets. There are
strategies that cover a spread of countries, and also country-specific strategies. Both these strategies are
considered as high risk so investment amounts should be minimal. Economies in these countries are often
unstable which increases their risk rating. When a crisis hits a country, it can seriously affect strategies that
invest heavily in that particular region. Larger investments into these markets is for the risk-willing
investor only.
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12. PAST PERFORMANCE VS. FUTURE
POTENTIAL


While you will no doubt have seen many notices about past performance being no guide to the future, you
should certainly consider how an investment you are thinking of making has performed historically, and
you should review their approach to managing risk too.
Investment returns tend to be cyclical. One style or market segment may perform well for a period of time,
and then start to lag behind previous results during next period. Value and growth-investment styles goes
in and out of fashion and some industries can experience sudden unexpected regulations and changes in
market conditions, such as when the tech bubble burst. However, that’s not to say performance is not a
consideration. It is just that it should be one consideration out of many when choosing an investment.
Rather than looking at performance figures for the last year, go further back if you can over the medium
and longer term to determine whether performance has been reliable over the longer term. How far back
you can track investments depends on the market the strategy is investing in. Digital currency investments
are a new market, so longer term track record does not exist. With new markets such as this, it is always
important to consider if and how much leverage has been applied, and how the program manages its risk.
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13. MONITORING YOUR INVESTMENTS
Once you have constructed your portfolio you will need to monitor it to make sure it is performing as you
had hoped and that you are on track to achieve your investment goals. A financial adviser will, or can,
review your investments at your annual meeting. For those that have taken the self-managed route, these
investors will have to review their portfolio’s performance themselves.
Many investors will have accumulated a collection of investment allocations over the years, and some
might no longer match their current situation or investors may experience a change in their risk appetite.
Having an incorrectly balanced portfolio could result unexpected losses in the case of market conditions
adversely affecting your investments leading to overexposure or underexposure resulting from investors
not restructuring their investment allocations which could lead to a loss of potential profits. Investment
experts often recommend revisiting investment choices at least once a year. As and when your
circumstances change, then conducting an extra review is always a good idea.
However, it is not just your circumstances as an investor that must be considered. Changes occur in the
world of portfolio management too! Portfolio managers may move jobs for instance, and while a portfolio
might be chosen because the manager has an excellent track record and a disciplined approach to
investing, you may be advised to monitor your investments yourself if the person managing your money
leaves the firm.
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Portfolios and investment strategies that perform badly for a prolonged period, and which exhibit
abnormal performance behavior might be worth reducing your exposure, or even making a full exit from
the strategy. Many investors are guilty of allowing poorly performing strategies to continue. But
sometimes bad performance happens so you shouldn’t be afraid of cutting your losses and exiting the
strategy or program. The most important thing is to know that investment planning is not just a one-off
exercise. It’s important to keep checking to see if your investments are still on the right track.
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14. GLOSSARY
BENCHMARK:
A standard against which the performance of a fund is measured and compared.
CLOSED-ENDED:
Where the number of shares of an investment is fixed.
FUND SUPERMARKET:
Also known as a platform or discount broker, an online company where an account holder can select, buy,
sell and view funds from many different firms. They also deal in trading shares.
GEARING:
Borrowing money to invest, with the aim of increasing returns. For example, if you invest £100 and make a
5% return you make £5. Borrow an extra £20 to invest and you make £6 (minus the cost of borrowing the
money). However, with gearing comes a higher degree of risk. Whilst the potential for growth may be
greater; losses may be more substantial too.
INDEX:
A list of investments. For example, the FTSE100 is a list of the 100 largest companies in the UK with
publicly traded shares.
KEY INVESTOR INFORMATION DOCUMENT (KIID):
A compilation of key information about an investment fund. This is a requirement by the regulator and
must be given to an investor before they place money into an authorised fund.
OPEN-ENDED INVESTMENT COMPANY (OEIC):
A type of investment fund, structured as a company, that can create shares for new investors, and which
will buy shares back from an investor if they wish to sell.
ONGOING CHARGES FIGURE (OCF):
The fee for holding a fund each year expressed as a percentage.
OPEN-ENDED:
New shares are created in response to investor demand.
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OUT-PERFORMANCE:
Where the return of an investment fund exceeds that of its benchmark.
NISA:
NISAs replaced ISAs in July 2014 and can hold any combination of cash and stocks and shares.
IRA:
An IRA (Individual Retirement Account) is a US retirement savings account An IRA account has tax
advantages because any earnings in an IRA account are tax deferred (you pay the taxes later). This means
you do not have to pay any taxes due on the funds until they are withdrawn which is typically at
retirement.
SIPP:
A DIY pension with a wide choice of investments and flexibility that is held with a fund supermarket.
UNIT TRUST:
A regulated open-ended investment.
UNDER-PERFORMANCE:
When an investment provides returns lower than that of its average – which is the benchmark.
YIELD:
The level of income paid by an investment given as a percentage of the value of that investment, which
could be in property, shares, bonds or cash.
CFD:
A Contract for Difference (CFD) is a contract between two parties to enter into an agreement to trade
financial instruments based on the price difference between the entry price and the closing price. If the
closing price is higher than the opening price, then the seller will pay the buyer the difference, which is the
buyer’s profit. The opposite is also true, whereby if the asset price is lower at the exit price than its value at
the contract’s opening, then the seller will realise a profit, rather than the buyer.
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