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Why Invest? 

The speed at which the markets move 

and the plethora of investment options 

available can feel overwhelming. All of 

this is an unnecessary headache for 

someone who should be in a position 

to enjoy their wealth today, whilst also 

building for the future. 

Clients will often come full of questions: 

How much should they contribute? 

What is the best mix of assets to invest 

in? Are they taking on too much (or too 

little) risk?

Very few, however, start with the 

simplest one: why invest? 

Of course, the rationale for building a 

well-diversified investment portfolio 

may be clear: beat inflation, grow 

capital, generate returns. But again, 

why? Or rather, what for? 

This question is the key to unlocking 

the power of your investment portfolio. 

Even though some investors may 

already be in the habit of putting money 

aside regularly, a clear objective or end 

goal can make decisions regarding 

duration, contributions or risk more 

straightforward and help to improve the 

effectiveness of your portfolio. 

In this guide, we cover both the why and 

the how. 

We consider the role that cashflow 

planning has to play in both identifying 

your objectives but also informing your 

investment decisions and timescales. 

We’ll look at the difference between your 

savings – readily accessible money in the 

bank, at a pre-agreed rate of return – and 

your investments – money with no pre-

agreed rate, with restraints on its access.

We also outline the key decisions (and 

pitfalls) that you need to consider before 

starting to build your investment portfolio. 

This is, of course, just a starting point. The 

secret to success is in the long-term, and 

there will be decisions and challenges to 

be tackled along the way. The key is to get 

it right from the beginning.

Many clients come to us seeking independent 
advice about how they should invest. Indeed, 
planning an investment strategy can seem 
daunting and full of pitfalls. 

Baker Gladstone & York Ltd is authorised and 

regulated by the Financial Conduct Authority
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A rainy day that never comes
Having a financial buffer in case of 
emergencies makes sense, but you also 
need to plan for the future.

We all know that putting money 
aside to cover unexpected 
events or expenses makes sense. 
However, all too often, we come 
across individuals who are building 
savings or investment pots to 
prepare for the worst whilst 
neglecting to plan for the best. 

Our role as an independent financial 
adviser is not only to ensure 
that you’re equipped to weather 
unexpected events, but also that 
you’re progressing towards your 
goals: that you’re saving to live, 
rather than living to save. 

Our starting point with any new 
client is understanding what truly 
motivates them — the why. We talk 
about lifestyle aspirations before 
we talk about financial aspirations 
and this enables us to provide more 
meaningful advice and a clearer 
benchmark of success. With this in 
mind, we can start to think about 
your savings and investment goals 
through a different prism. 

Building a savings buffer

For many, cash savings are a 
security blanket to cover short-

An investment portfolio is an invaluable 
long-term savings vehicle, but without clear 
objectives, investors may be losing out on 
valuable returns. 

Understanding why you’re saving and what 
for is essential in creating a portfolio that 
helps to meet your objectives.

Without this understanding, decisions about 
duration, asset mix and risk profile may not 
be optimised.

Key Takeaways
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Trying to get as clear an 
understanding as possible of your 
investment objectives is the first 
step. Once that is complete, it is 
time to start thinking about how to 
implement your strategy. 

Here, once again, having a cashflow 
plan in place will be invaluable. It will 
give us both a clear understanding 

Before you start to build 
your portfolio, there are 
three main questions you 
need to consider that are 
intimately linked. 

Over the following pages 
we explain the implications 
of each.

1. When do you need the money 
back? 

Your time horizon, or the duration 
you want to keep your assets 
invested, will generally be dictated 
by your end objective. Simply put, 
how far away from today do you 
want to use your money? This is the 
most important consideration as 
it will have a major impact on your 
contribution(s) and risk appetite. 

of your financial position and help 
you to identify what exactly your 
investments need to achieve 
relative to your other assets; this will 
help to focus your decision making 
and ensure that your strategy is 
aligned with your objective.

Three key questions

Investment considerations

With a clear end goal in mind, decisions 
about contributions, risk and duration 
become less arbitrary.

term costs, unforeseen changes 
in circumstances or unexpected 
events, otherwise known as a ‘rainy 
day fund’. The size of this fund is 
often a personal decision based on 
monthly expenditure – for some 
people, having enough money to 
cover three months’ expenditure is 
enough, whereas others may prefer 
to have up to a year in reserve. 

When building a savings account, 
the key considerations are around 
accessibility, interest rates and 
tax-efficiency. The team at Baker 
Gladstone & York can advise on 
what the most appropriate product 
is for you. 

An investment pot with purpose

Once ‘rainy day’ expenses and 
other short-term saving objectives 
are covered, it makes good sense 
to start thinking about building 
an investment portfolio. For 
many people, this could be the 
first time in their lives they have 
experienced having surplus cash 
and the prospect of building 
an investment portfolio can be 
daunting. However, by taking the 
time to identify your investment 
objectives, risk appetite and time 
horizon, investment decisions can 
be made more simple.

Creating your cashflow plan

Once we have a clear understanding 
of your goals, we develop a wholly 
personalised cashflow plan. This 
is a rigorous exercise that outlines 
in detail current and future 
expenditure matched against 
your assets and income. It allows 
us to see with as much accuracy 
as possible your current financial 
position, progress towards your 
goals, as well as ‘stress testing’ for 
unexpected events. 

For some, this can be an illuminating 
experience; for others it can be a 
wakeup call. Finding out that you’ll 
have ample to live on over time is 
reassuring, but knowing for example 
that you can retire tomorrow – if you 
wanted to – is liberating. 

Crucially, the cashflow plan gives 
a framework by which we can 
understand your investment 
portfolio in the context of your total 
assets, allowing us to build a more 
effective strategy to help you reach 
your goals. 

In the next section of this guide, 
we outline the process that we 
take clients through to develop 
optimised investment portfolios that 
are aligned to their objectives and 
life goals.
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take advantage of compounding 
benefits or spread out contributions 
over the time. The latter is referred 
to as ‘pound-cost averaging’ 
and is a strategy used to provide 
investors with protection from 
market volatility; by spreading the 
pot of money through a series of 
regular contributions, the journey is 
‘smoothed’ for the investor. 

3. What is your risk appetite?

Risk is a very personal thing. A 
conservative investment for one 
person may be considered very risky 
by the next. As a result, we work with 
individuals to assess their risk profile 
and identify the kind of investment 
strategy that is right for them.

We will ask you a standardised 
series of questions which lead 
us to an objective perspective of 
your attitude to risk. As part of this 
process, we also consider a client’s 
capacity for loss. By this we mean 
your ability to weather market 
storms and play the long game.

If you have a low capacity, a small 
loss may have a detrimental impact 
on your goals, whereas those with 
a higher capacity may be able or 
willing to withstand short-term 
shocks and stay invested until 
markets recover. 

You might not know precisely when 
you want your money back. If so, 
we will discuss options with you to 
establish a timeframe.

We categorise investor time 
horizons in the following way:

2. What contributions can you 
make?

Your natural inclination may be to 
save as much as you can afford, 
i.e. to leave money in the bank. 
However, this may not always be 
the best approach. For example, 
are you making best use of your 
tax-efficient pension allowance? 
How much you can invest 
will depend on the size of the 
emergency fund you need.

If you have a lump sum to invest, 
you may need to decide between 
investing early and in one go to 

Medium-term

8-15 years

Long-term

15+years

Short-term

3-7years
…And three pitfalls to avoid
1. Time in the market, not timing the market

Don’t try to predict short-term stock market 
movements; this is incredibly difficult, if not 
impossible, even for a seasoned investor. 

Generally speaking, the longer you invest, 
the better your returns will be. Investors with 
a short-term time horizon should focus on 
low volatility, liquid investment opportunities. 
However, longer-term investors should 
be prepared to experience some market 
fluctuations. When this happens, it can be 

A further consideration?
Some investors may want to align their investments 
with their values. Environmental, social and corporate 
governance (ESG) investments are becoming 
increasingly commonplace within client portfolios. 

If this is an area of investment you would be interested 
in exploring, we would be happy to advise.



11Baker Gladstone & York Guide to Investing10

We would urge caution before 
investing significantly in just one 
asset class and, as always, only 
invest as much as you’re able to lose. 

3. Failure to review and rebalance

We see many investors that often 
neglect to conduct regular reviews 
and rebalance their investment 
portfolio. This can mean they end 
up being over or under exposed 
to different risks and that their 
strategy isn’t optimised for their 
objectives. At Baker Gladstone and 
York, we conduct regular reviews 
with our clients to address any 
changes in their circumstances 
and conduct a regular rebalancing 
of your portfolio to keep it on track. 
Our experience is that rebalancing 
twice a year can increase 
performance by up to 1%. 

There are more than 8,000 funds 
available in the UK and so it is 
virtually impossible to maintain 
a detailed knowledge of them. 
Therefore, we work with an 
investment specialist called Financial 
Express to use their expertise 
in order to develop the most 
appropriate portfolios for our clients. 

Who is Financial Express?

Financial Express (FE) is a data-
driven, investment specialist – they 
assist with both monitoring and 
management of funds, and are 
a trusted partner that we have 
worked with for six years. 

Once your investment objectives and risk profile 
have been identified, we build your portfolio.

Building your portfolio

What services does FE provide?

FE provides Baker Gladstone & York 
with model portfolios which are 
based on risk and timescale. 

They compile a list of funds 
covering all mainstream sectors 
and asset classes. The list is 
constructed using FE’s four 
quantitative rating systems that 
identify the best funds, the best 
managers, outstanding groups and 
which funds have the confidence of 
the adviser industry. 

All UK Unit Trusts and OEICs (Open 
Ended Investment Companies) are 

tempting to pull out of the market, 
but market downturns are part 
of the cycle and your investment 
portfolio is built to weather the 
storm – the key here is not to panic.

Markets can turn quickly and even 
missing out on ten days can have a 
significant impact on your returns  
— as illustrated in the graph below.

If you feel the market is high you 
might be tempted to move to cash. 
If you do this, the danger is not 
going back in quick enough and 
losing dividends as well as growth. 

2. Don’t fall for the next fad

There is always a latest investment 
fad to jump on. In recent years, 
interest has grown in the emerging 
world of cryptocurrencies. These 
are clearly high risk. 

Source: FactSet as at 31 December 2016.

Note: Past performance is not a reliable indicator of future results.

The impact of missing the best 10 days of the 
FTSE All-Share Index, 1986-2016
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https://www.vanguardinvestor.co.uk/articles/latest-thoughts/investing-success/time-in-the-markets
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a similar investment strategy. This 
is done to ensure maximum choice 
within the approved list, with the 
panel being reviewed biannually. 

scored using this process and 
then ranked. FE employs a quota 
system to ensure an appropriate 
mix of sectors and asset classes 
are represented. Once the quota 
for a given asset class or sector is 
met, any subsequent funds in that 
sector or list are ignored. 

In addition, there is a qualitative 
overlay, with all recommendations 
requiring verification and 
explanation from the fund analyst 
team. The list is also filtered to 
remove any funds that are too 
similar, i.e. in the same sector, run 
by the same manager or adopting 

Creating the models

The portfolios are risk targeted 
and are designed to meet 
the needs of a wide variety of 
investors. The portfolios benefit 
from FE’s expertise to maximise 
diversification and robustness to 
help make sure you get the most 
from active fund management.

The portfolios are built to a specific 
volatility and duration target 
helping to ensure that investors are 
always exposed to the appropriate 
amount of risk in their investments. 
The suggested asset mix is not 
rigid but provides guidance around 
which constraints can be placed. 

Each portfolio is reviewed every six 
months. The purpose of the review 
is to re-run the optimiser to help to 
ensure the portfolios remain within 
their volatility targets.

The main benefit of this strategy is 
that, in our experience, clients have 
benefited by up to an extra 1% per 
annum on their returns. 



 At Baker Gladstone & York we align your 
financial future with your life goals.

For us, success is a client who has clear lifestyle objectives 
and a financial plan to get them there. 

To deliver this, we place an emphasis on personal contact 
and building long-term relationships. 

Many of our first clients still have the same adviser 
relationship to this day.

Terms and conditions

The Financial Conduct Authority does not regulate taxation advice. 

Please note that details relating to taxation are subject to change and 

their value depends on the individual circumstances of the investor.

The value of your investment can go down as well as up and you 

may not get back the full amount invested.



Still more questions?
Our team are on hand to answer any questions 

or provide guidance as needed. 
Please don’t hesitate to get in touch.

Baker Gladstone & York Ltd. 
Rathbone House, 22-26 Tanfield Road

Croydon CR0 1AL  

bgyifa.com
020 8240 4487

Registered in the U.K.
Registered No. 03764956


