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DOWNLOADABLE NOTES



GROWING YOUR NET
WORTH

Be a hands-off investor, focus on what you do already that gets you money. Your time is probably
going to be better served, making money elsewhere, and investing in an asset allocation that is
there to slowly build your wealth over time.  
 
If you do want to be a bit more hands on rather than allocate 100% of your assets, you might do
80%, and leave 20% around for you to play with. Don’t put your whole net worth in one asset class.
 
In the past financial advisors tended to associate risk tolerance to age and how much risk they
deemed you could take. It’s more important is to look at your attitude to risk. If you are risk averse
you can invest in lower volatility assets, if you can handle the ups and downs, then you could
invest in more risky and volatile assets.
 
The more risk you take, generally, the more reward you get, if you're the sort of person that can't
handle massive ups and downs, you can't expect the same level of return as someone who's willing
to take those big risks on.
 
There is no right or wrong answer. It's just what's right or wrong for you that matters. From a pure
investment point of view, you need to see a slightly more consistent long term trend upwards,

You need an idea of how much money you actually have
to invest in the first place.
First you need to pay off any of the expensive debts
you've got, once you've done that you want to build a
bit of a cash reserve.
If you don’t have a surplus, look at how you can increase
your income, or decrease your expenditure, until you
do.
 
Use the spreadsheet to import your current net worth.
It will show you a couple of different options of what
that may look like.
See what it takes to increase that by certain percentage
figures. The goal is to increase your net worth annually,
it will show you underneath how much you need to save
on an annual or monthly basis. 
 
The spreadsheet doesn’t take into account what you’re
net worth is growing by.
Have a set target, that you can stick with, of what you
want to be saving each month and each year.

RISK TOLERANCE 



ASSET ALLOCATION

What's your ideal asset allocation? You probably need to sit down with a financial advisor to
make sure what you're coming up with makes sense for you and is logical.  
 
This course plus the book should give you enough knowledge to be able to form a pretty
good idea of how much risk you want to take on what target return you're trying to get and
how to balance those two things off.
 
List the different assets that you might want to invest in; cash, equity funds, bond funds,
property funds, direct property ownership. Maybe cryptocurrencies, possibly alternatives.
Then assign a percentage figure to each one.
 
Take your net worth right now and figure out where that money is currently. If you are quite
a low risk person, you probably want to be putting more of a percentage into cash, bonds
and property funds. 
If you're more high risk then things like the equity funds, direct property ownership, and
cryptocurrency are more high risk. So you'd put more of your assets into those ones.
You might be looking at the alternatives and decide, for instance, you don’t want to be
investing in cryptocurrency.
 
Go through the process, figure out which ones do or don't tick a box for you, and then start
researching a bit more to see how you can invest in that.



REBALANCING
Don’t rebalance for the sake of £100, fees and taxes won’t make it worthwhile. Be very
reluctant to change your asset allocation.  
 
During big life events, getting married, having a baby etc, may change your risk attitude and
you may want to review your asset allocation to see if it's still makes sense.
Other than that, just stick with the plan and work the plan.
 
You've created your net worth statements, split it out on a percentage basis across which of
the assets you want to be involved in - that becomes your target percentage of asset
allocation.
Once a year, import all of the numbers of your current net worth and see what percentage
that represents as a total of your net worth.
 
Review the target percentage against the actual percentage, to see if you have achieved your
target percentage. At that point, what we do is we rebalance, so if one of these assets has
gone from say, 10% down to 6.8%, we need to top that particular assets back up to the 10%.
 
Remember the pound cost averaging, we're kind of doing it reverse, also known as top
slicing. We're finding the assets that have performed well over the last 12 months, and we're
selling them when they're quite expensive. The other assets that we've held onto that haven't
done quite so well, we're buying more of them, because they're probably cheap relative to
the other assets.


