Asking better questions...




[nest a moment and
consider tnese Important questions . . .

10.

1

How would you rather spend your time?

What type of investor are you?

What returns will achieve your investment goals?
What should you invest in?

Does timing matter?

What are the tax implications of your investments?
What has your adviser ever done for you?

Where does your adviser invest their own money?
Have you considered all the costs/fees involved?
Is it easy to sell?

Have you written your Investment Blueprint?



Many people regard the subject of “investment” as both confusing and intimidating

It need not be, if you are armed with the right questions, and are patient enough

to defer making any decisions until completely comfortable with the answers.

Both jargon and impatience often end up costing money, so we feel that It Is

important to do away with both

This short booklet features eleven key questions that will help you assess your
own approach to investment, risk appetite and returns. It will also enable you to
assess the quality of any advisers you use and whether or not they are actually

giving you value for money.
What's in it for us?

We know what it feels like when you can't find a straightforward, transparent,
sensibly priced adviser who takes the time to understand your needs and
opjectives. That's why we set up our company: were investors too, and have
learned a lot from our experiences, both good and bad. Our aim is pass on that
experience, whilst also helping investors to make better decisions, whether they

are a client of ours or not.

The team ot Javelin Wealth Management has written (and updated) this booklet
after being asked exactly the same questions by clients, friends and family over

the years. The questions should always be the same, even if the answers differ.

You can read this short guide over lunch . we'd be happy to join youl
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7 | How would you
rather Spend your time?

The process of looking at your investment needs and objectives takes
up time that you could be spending doing something else — with your

family, with your business, or pursuing personal interests.

If you are willing to put in the time and effort, then you can manage
your own money, but it is a significant and ongoing commitment. If you

are prepared to do this, it can be a very rewarding and fun experience.

However, it's more than likely that the majority of people will prefer to

prioritise other things

If you think that this describes you, then it's likely you will be short
of the time you really need to spend in determining your financiol
‘present”. It's only once you have done so, that you can begin to work
on planning for your financial “future’; and what you will need to do in

-’ order to get there
JAVELIN 5
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7 J Winat type of investor are you?
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Before you start out on your investment journey, though, you need to
decide what type of investor you are. Do you like risk and understond
the volatility that this involves, or would you prefer a quieter, more
stable path? The former should bring higher returns over time, but also
increases the potential for more sleepless nights The latter is more
restful, but it will likely take longer for you to get to where you want
to go

When asking these questions, we need to be aware that our behaviour
changes at different times when investing. Grreed and logic tend to apply
when things are going well but fear and emotion tend to take over when
times get tough

The key thing here is to have a clear understanding that your (logical)
‘risk copacity” may differ from your (emotional) ‘risk tolerance” and
to position your portfolio at the appropriate balance between your
appetite for risk and your desired return:

&Ji High risk

— 7 High return
-—

—

—  Portfolios below the curve
- are not efficient

~

/LOW risk
Low return
Risk

In an ideal world, we would all be happily invested in the top left-hand
corner — high returns and low risk Unfortunately, the reason why this
area is also inhabited by a rainbow-coloured unicorn is that neither of
these exists. Similarly, we also want to avoid being positioned at the
bottom right where risks are high and returns are low

Return

We should all be aiming to build a portfolio which sits close to the line
in the middle: maxirmum returns for a given risk or minimum risk for an
expected reward.

JAVELIN 7






3| Wnat returvs
will achieve your investment qodls?
This is the big eye-opener for many: the compounding effects of inflation

on the value of our assets today and the cost of things tomorrow. The
table below shows how much your desired spending would really cost in

20-30 years
Inflaticn rate (%) Projected monthlY expense if current
expense is $10,000
20 Years (%) 30 Years (S)
1 12,202 13,478

@—> Singapore’ 14,850 18,114
UK’ <—® 18,061 24273

4 21,061 0,424
5 26,533 432718
6 2,071 57,435
7 28,697 76,123
Indonesia (>9%)’ 46,610 100,627

Note:

1. 30-Year average inflation rate
The good news is that the power of compounding is equally applicable
to returns! If you want to know how long it will take to double your
original investment, use ‘the Power of 72"

Rate of returmn (%) Calculation Your moneY doubles in...
72+3 24 Yrs
18 Yrs
14 Yrs
12 Yrs
10 Yrs

S Yrs
8 Yrs
+10 7 Yrs

W 0 ~J o Ul o w
Bdd g da s
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In our experience, most investors underestimate the amount of money
they will need in the future, whilst over-estimating the returns they

will achieve in the meantime; indeed, in some cases, the question is not

-’ even asked!
JAVELIN .
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4 J Wihat snould you invest in?
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Having considered all the factors above, you should have a clearer idea
of what risks you can bear and which you are prepared to take. You
should also be roughly aware of the amounts of money you need and
time you have available to moake it and grow it

Once youve worked that out, you need to consider how your current
portfolio is positioned compared to that profile and whether it remains
appropriate

Do not forget to diversify your portfolio. This should reduce the sharp
swings whilst producing smoother, less hair-raising returns. Although
gains might be reduced, so are the losses, and it is a basic fact that
most investors would rather reduce losses than maximise gains.

Jan 08 - Feb 09
The start of the Mar 09 - 2Apr 13 Jan 09 - Apr 13

crisis to the From the Full 5Yr
bottom bottom up period

Diversified
porfolio (70%
stocks, 25% bonds, -32.4% S4.2% 17.8%
5% short-term
investments
All-stock =0 o -
portfolio 50.1% 1275% 1395%
All-cash portfolio 1.6% 032 105

(100% cash)

Source: FidelitY Investments, 2014

Remember, you are looking for long-term returns, so chasing the latest
fad, however tempting, is not necessarily the best thing to do

It is also important to realise that this is not a static process, but an
active one, so reviewing your portfolio is imperative, and it needs to be
done regularly: we would recommend a semi-annual review to make sure
things are going to plan. If not, change them

JAVELIN .
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LS J Does timing marter?
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For obvious reasons, many investors worry about the issue of “When’, as
in ‘When is the right time to enter or exit from the market?”

Although it is clear that some traders have been able to execute
complex strategies that allow them to profit handsomely from well-timed
market moves, experience shows that consistent repetition is almost
impossible. The italics at the bottom of most investment literature that
state “past performance should not be used as an indicator of future
returns” is there for a reason It's also there in very small print, since
it unfortunately cramps the marketing message

In our view, since it Is virtually impossible to time exit/entry points
exactly, you should not try. You should revert to the basic principles you
have laid down in your Investment Blueprint (see Question 11). If you
continue to invest according to the principles laid out in your Blueprint,
and if the investments are behaving in line with that core strategy,
then stick with them

A week on the wild side

\:" R3S Jl’ i ‘
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wWinat are the tax
implications of your investments?

This is another aspect of investment that investors tend to overlook

Investments in different parts of the world are subject to different
taxation rules, not Just in terms of Income tax but also taxes on
interest, dvidends, and capital gains amongst others. These all eat into

your returns.

Income tax is more generic and most will be aware of the do's and
don'ts for their particular country. If not, then It is worthwhile making
the effort to find out.

These days, however, it is increasingly difficult to avoid taxes and
it's also increasingly foolhardy to expect that you can. Complex tax
minimisation schemes are usually workable only for the very wealthy
and as a result of complex residency arrangements. Even then, there

is no guarantee that what works today will continue to work tomorrow

In all cases, good advice is essential.

JAVELIN 15
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winat nas your
adiiser ever dove for you?

Bankers, brokers, and independent advisers are all intermediaries, who
exist to make money from you. We're one of those too. Some are good,
but many are not

How do you tell the difference? Simply ask them the questions given
on the back page of this booklet! Seemingly innocuous questions, but
necessary ones, in our experience. The answers indicate how your
intermediary views you and your portfolio.

There is often a correlation between markets going up or down and
the perceived strength of the relationship - does your relationship
manager call you regularly when markets are rallying but not so when
things are going south?

Further, if you are perceived as a smaller investor, you will be assigned
the least experienced people on the team. It is also unlikely that you
will get access to specialists so that you can ask questions about a
specific product. You may also not see the products that are most
appropriate for you.

If any adviser comes to the first meeting with you armed with a
folder full of investment ideas, then they will have made assumptions
about you before theyve even met you Never a good start, and one
which indicates that they are keen to minimise the time they invest
with you. Commercial drivers take precedence over doing what's most
appropriate for you

You need an adviser who has the same attitude to time as you do. It
needs to be spent wisely in order to achieve the best outcome

JAVELIN 7
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Winere does your
adiiser invest their own money?

The world I1s awash with investment products, from investment bond
structures to direct equities, from mutual funds to ETFs, from plain vanilla
to heavily structured. However, before making any recommendations,
does your intermediary ask you about your target and goals? More
importantly, does he/she explain to you the risk inherent in achieving
that target? Can he/she?

An interesting approach would be to check if your adviser Is investing
in the same products that are being recommended to you - if yes,
then interests are entirely aligned as your adviser is taking the same
risk that you are. In other words, it means your adviser believes in the

products they are selling

In fairness, at a big bank this is less likely to happen as there will be
restrictions on what people can do. Indeed, our experience is that the
banks make it as difficult as possible for their staff to deal as the
amount of internal compliance reporting is high. However, it is always
preferable that an intermediary is invested alongside you in any of the

products that they are recommending

JAVELIN 19
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The Vanguard Group

ASK ABOUT OUR
FREE
INVESTMENT
ADVICE

“The free investment advice is ‘buy low and sell high’.
We offer more detailed investment advice, for a huge
commission.”
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Havwe you considered
al the costs / fees involed?

Have vou considered all the costs/fees involved: upfront, trailer,
management, performance, transaction, custody? Are you paying fees

on cash?

Just reading the question above will have surprised some people. The
myriad of potential fees should be explained to you by your adviser. In
many cases, however, it Is in their interest not to, as their remuneration
is often linked to the fee income generated from sales Make sure
you compare like with like. Some firms - like ours - charge a simple
management fee. Others dont but make money from sales through

commission or transactions

Below is a (not exhaustive) list of charges that intermediaries would
charge you. In effect, you might be losing as much as 37 to 57 of your

annual returns in undisclosed or opaque charges in costs or hidden

costs
Fee categoryY TYpical amount (%)
Management fee 075 -175
EntrY or upfront fee Up to 5.00
CustodY fee 0.00 - 0.35
Dealing charges 020 - 150
Trailer fee 0.00 - 5.00
Account maintenance 0.00 - 0.35
Exit charges 0.00 - 2.00

JAVELIN 21
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Is it easy to sell?

We believe that exit is as important, if not more so, than entry, whether
it 1s In reference to buying or selling a security, opening or closing of

an account, or starting or ending a relationship with a provider

8:mi/ar/y, there are times when it's sensible to cut a loss — infinitely
harder than taking a profit, since a ‘loss” is a paper one right up until
the time that you book it

Why should you sell?

The answer Is when you can use the money more profitably by investing

in something else. It's all about opportunity cost

When you invest, you need to have a clear idea about when you plan to
sell as well as understanding how easy it will be to sell when you want
to. Some investments are more “liquid” than others - your decision to
sell one of these would not have much of an impact on the price. Less
liquid investments are more difficult to sell, so you need to give them

more time and be comfortable with taking your profits earlier

JAVELIN 23
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71 | Havwe you written
your Investment Bluepring?

If we all accept that the process of asset allocation should lead to o
sensibly diversified portfolio based on the risk appetite of the investor,
it should go without saying that all investors should benefit from going

through the process of confirming this in writing.
We suggest doing this via an “Investment Blueprint”

This document should be the yardstick against which you measure your
portfolio, its performance, the performance of any advisers you might
be using, and any new investments that you might be considering. In the
latter case, if any investment does not match the basic requirements
you have established for the portfolio at the outset, you should mostly

decide against it

Most importantly, by sticking with the terms of your Investment
Blueprint, you give yourself reasonable protection against the emotional
impact of short-term fluctuations in markets. When times get tricky
you need to pull out the Blueprint and look at it in the context of where
you were, and where you want to be. If all that's happened is that the
‘markets” have suddenly decided that they should be worth 107 less
than they were yesterday, you should review that in the context of how

you said you would behave when things were calmer.

Another reason why we believe that the Blueprint is crucial is that, if
your investments are behaving as intended, rather than spending time
obsessing over them, youll be able to spend your time doing what you

said you would like to do in Question 1 That's what it’s all about!

v 4
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YOU FIRST



Questions 1o ask about your adiser

v 4
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What is your advisory process, and to what degree is it
tailored to my needs?

How do you arrive at investment recommendations and
ideas for client portfolios? How impartial and transparent
are you in making these recommendations?

Do I have direct access to product specialists?

What charges are applied to each investment and how do I
pay for them?

How frequently will you be in contact, by e-mail, phone and
in person?

What’s your professional background, and your qualifications
and experience?

How are you remunerated personally by your company and
how is your performance judged (ie. on sales targets or on
portfolio performance)?

How long have you been with your company? How frequently
does your firm change advisers?



T.+65 6557 7185 | F. +65 6423 1164 | E. enquiries@javelinwealth.com | www.javelinwealth.com



