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DOWNLOADABLE NOTES



SHARES
Shares - AKA stocks or equities - represent part ownership of a single company and gives you
the rights of any other owner. This means you can vote on how the business is run and you’ll
receive a share of the profits of the company makes each year via dividend payments.
You can invest in pretty much anything, they are relatively cheap to trade and you get to
choose companies that pay out a high dividend. 
One of the big benefits is by picking shares companies, you get exposure to pretty much
anything you want.  
 
Shares can be very volatile, if the company goes bust, you lose everything that you've
invested in them but you can never lose more than you've put in. As a shareholder,
theoretically you have a say in how the company is run, in reality nobody cares, you only own
a tiny fraction.
Probably the biggest downside for most people is actually knowing which companies to buy,
hindsight is a wonderful thing. It's hard to pick right every single time. 
 
There are two real methods of choosing a share; fundamental or technical analysis.
Fundamental analysis is looking at a company and industry and deciding whether it's likely to
be really popular and be around for a long time. Technical analysis is where you look at the
market over a period of time, looking at things like moving averages, the numbers, the geeky
techie stuff. 
 
Often people are firmly in one camp or the other, but actually, the best thing is to combine
the two. Minimum five year investment, more likely decades. Investment = £500 as a
minimum lump sum investment, then £50 a month.
 
The easiest strategy is to invest in something for the long term, and periodically top it up.
AKA - Pound cost averaging.



FUNDS
Around 90 to 95% of all of your investments can be done through funds, and you would gain
exposure to all of the different asset classes, and it's easier than investing in shares.
A fund is a basket full of different eggsequity funds can be split up into different sorts of
flavours. Equities can be focused on particular markets or sectors and can be actively
managed or more passively managed.
 
You can buy an index tracker which follow an underlying index (group of companies) They
have lower volatility than individual shares because you're spreading your risk across a
number of them.
 
Because you are spreading your risk, you are also spreading your reward. It’s unlikely that all
companies in an index will go bust, but equally, if one of the companies doubles in value and
everything else stays exactly the same, then you won’t see a great return.
Even though you're in a diversified 100 companies in the UK, you're actually quite heavily
weighted still in the top 10 or 20 biggest companies in that particular market, that's not
necessarily a bad thing, just something to be aware of.
 
When you're looking at fees you've got to look at the initial upfront fee and the annual
management fee plus sometimes there's exit fees involved; you need to look at the total
expense ratio, to see what all of the fees together actually look like. Sometimes it's better to
have a potentially lower performing fund with lower fees, than one which is better
performing but has much higher fees. 
 
Even with managed funds, its price may fluctuate, depending if the fund or the fund manager
is popular or not.
 
You need to invest around 5 to 10% over the long term. The minimum commitment is around
£500 lump sum and £50 pounds a month going forward, plus fees.



CURRENCIES

Currencies aren't really an asset class in the same way as the other ones are, but they're
included here for completeness. 
 
They can be very high risk but can also be very high reward as the currency market is very
liquid, there's billions and billions traded within the currency market every day.
 
From a volatility point of view, although it doesn't move much, because you can trade it in
such small amounts, it moves quite a lot. People who trade currencies are probably trading
on 4 decimal places, even though we only see a 2 decimal place movement.
 
You could potentially be risking thousands on individual pips (tiny movements), the way
people make money on trading currencies is by leveraging massively. So you effectively
borrow somebody else's money to make these trades, which means you can lose more than
you invest.
 
Investing in currency is absolutely NOT a get rich quick scheme, you should probably avoid it,
it's very easy to lose all of your money. 
 
If you do want to trade in it, you need to be willing to spend years learning and practicing -
but remember dummy accounts are not the same as your own money, so expect to lose your
upfront investment.
 
As a passive income investment, this is definitely not a good investment, currency trading is
more like a full time job and a very risky one at that. 



COMMODITIES
Commodities are, generally speaking, things that are used to make stuff, they also have
practical industrial applications.
 
You've got precious metals - gold, silver, platinum, things like that. Then you've got industrial
commoditie -  Oil, cadmium, copper, etc. Agricultural stuff includes oranges, pork bellies,
wheat etc. Energy is also a commodity, but it's a little bit more difficult to trade as an asset
class.
Generally speaking commodities are a speculation on production going up over time. From
an investment point of view, everything with commodities all comes down to supply and
demand.
 
The pros of commodities are they are physical, tangible objects. Increasing the demand for
that particular commodity is going to have an impact on the price of it.
If the economy is doing pretty well, chances are commodities are too, so the more we're
producing, the more we’re using, the more prices go up.
 
Investing in commodities can expose us to slightly different markets, by investing in a raw
material, you're kind of investing in the finished goods it is used on. So if you think an
industry is going to do well, but you’re not sure which company to invest in, you could invest
in the raw materials and it doesn’t matter which company uses it, your investment will go up.
 
We don't want to have a big percentage of our wealth here, it's just a bit of insurance in case
the stock market collapses. The downside to it, is you might be wrong or you might be right,
but you're too early or too late into the market.
 
When the economy's doing badly, people tend to start buying less, producing less, so raw
materials become less in demand. There's also the risk that whatever commodity you buy
into, might be replaced or become out of favour



PROPERTIES
You can invest in residential, commercial, industrial or land and there are different ways you
can own these properties. You can do direct ownership or in a fund known as real estate
investment trusts (REITs).
 
The pros of investing in property: It's a tangible object, it has lower volatility and is relatively
stable, you tend to get a relatively consistent return on your investments by way of rent. 
Indirectly investing through REITs allows you to diversify and pool your resources with a
whole bunch of other people. So you can gain exposure to different geographic region,
different types of property, etc.
 
Technically speaking, the bank is sharing your risk. So before they lend you the money they
will carry out valuations to make sure that the asset you're buying is genuinely worth what
you're paying for it and that the amount you’ll get in rent will pay the mortgage.
 
The richest people in the world have a very large portion of their money tied up in real estate
land.
Properties are one of the better investment types because you've got capital appreciation
and you can leverage so you can increase the rate of return for yourself.
You've got a monthly cash flow, you've got other people trying to protect your best interest 
and you've got a very consistent history of growth within that particular sector. 
 
However, properties are quite expensive investments and are tied up with a liability from a
bank or some kind of mortgage lending company. Having other people involved can mean
that buying and selling the property takes ages
Consider the liquidity of your investment, if you're desperate for the money, chances are,
you'd have to take a lower than market price.
It's a long term investment, timeframe for property is probably a minimum of 20 years.



CASH
We use cash to pay bills and to pay other people for doing things for us, you get paid for
hours spent working so we can look at cash as basically a storage of time.
 
Cash is pretty helpful for paying people for stuff and it's a very low risk investment, the only
real risk you've got is if the country that issues the cash decides to go bust.
Any cash in your bank account in the UK, you're guaranteed or protected up to about £85,000
pounds, with similar sorts of insurances around the world, from the big financial
institutions.  
This means they're relatively safe and secure as an investment asset class. 
 
It's good to have at least a cushion of cash reserves for emergency situations, we have
outgoings to cover so having cash can give you breathing room and allows you to buy things
at the right time, if theres a good deal on, you have the cash available to take advantage of it.
 
If the stock market collapses, and you've got the cash available, then you have the
opportunity to invest.
However, generally speaking, cash shouldn't form a huge part of your portfolio, but it should
be a part of it.  
Rather than having the majority of your wealth in cash waiting for the right opportunity,
you're better off having a nice balanced portfolio, accepting you're not going to make
absolutely stellar returns all the time, but over the long-term you're going to make decent
returns. 
 
You’re not going to get a great return on it. If interest rates are lower than inflation, which
quite often they are, then technically, you're losing money every year.
 
It's also quite easy to spend, to lose it or stick it in the washing machine!



CRYPTOCURRENCIES
It's a digital currency designed to work a bit like electronic cash - with Bitcoin being the most
well known - based on something called the blockchain, which is a decentralised anonymous
distributed ledger. Blockchain is like a database that records all the transactions that have
happened.
 
There isn't a single country or institution or bank that has control over it. There's the
potential of very high reward by getting in early but we don’t really know.
With the fundamental underlying asset of cryptocurrency, blockchain, there's a good chance
that's going to stick around.
There are very small barriers to entry to actually invest and there are very low fees to invest.
 
You can do either short term trading. If you want to be a little bit more active and pay
attention and trade using technical analysis, or buy and hold it for 3-5 years.
While there are 2000 plus cryptocurrencies alt coins, you're probably just as well to stick
your money into bitcoin and forget about it.  BUT you have to be comfortable losing all of
your investment.
 
We don't want to be investing too much as a percentage of our overall net worth. There is no
consistency here because it's not fully established and is highly speculative.
There's a very steep learning curveof actually how to invest in the really volatile market. It's
all very difficult and confusing.
 
From a risk reward point of view, it's sky high, you could lose everything very easily, but you
can't lose more than a 100 percent.
There's a very high likelihood of being a victim of crime due to the unregulated market. 



ALTERNATIVES

Alternative investments Includes things like wine, art, whiskey stamps, sports memorabilia,
film memorabilia, antiques.
Something that basically is desired in and of itselffor what it is rather, for any practical
reason.
If it’s genuinely your hobby, then investing could pay off in the long run, keep it for long
enough and some of them may become investments because they become more rare.
 
Alternative investments are completely speculative, we don't really know what's going to
become an investment or a desirable alternative investments in the future. 
Another consideration is that you do have to store it somewhere safely for quite a long time -
sometimes in very specific conditions. 
 
From a risk reward ratio it’s off the charts as you have no idea what’s going to end up, if
anything, becoming a valuable investment.
 
Don’t make this the main asset class of investment, invest in things you're actually have a
genuine interest in - it’d be slightly depressing if you bought all these things hated them and
they didn't go up in value. 
 
Remember if it's a geniune hobby, the return on investment is just a nice bonus!


