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This booklet was written by Rory Gillen, founder of GillenMarkets, and is also available in eBook format (PDF, ePub or Kindle).


About Gillen


Gillen is a boutique investment advisor offering expert advice on the management of personal, pension and corporate monies. We place a strong emphasis on fully understanding our clients’ needs, so that we can make informed decisions and plans, together.


We are investment advisors, not product sellers. Our investment solutions are structured to meet the specific needs of each individual client with minimum assets of €500k.


Our investment advisory fee structure aligns our interests with yours, ensuring that we sit on the same side of the table as our clients.


With our fee structure, there are:


• No upfront commissions or fees payable by clients.


• No dealing costs.


• No early redemption penalties.


• No VAT.


Just a transparent 1.0% annual advisory fee on the assets under advice.


We also offer a subscription-based investment newsletter for do-it-yourself investors and training courses both in-person and online for those wishing to learn more about the principles of sound investing.


We believe trust is earned. Our belief is that we work for clients, looking at each individual’s needs and taking a commonsense, long-term approach.


We have built an outstanding team with the depth of knowledge and experience to meet all our clients’ investment needs. We have an appetite for learning and sharing and we always partner with our clients as equals.


We’d like to hear from you!


Contact details


T: + 353 (0)1 287 1400
 E: info@gillenmarkets.com
 W: www.gillenmarkets.com


Follow us on Facebook, LinkedIn, Twitter and Gillenmarkets.com.


ILTB Ltd (trading as Gillen/GillenMarkets) is regulated by the Central Bank of Ireland.
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Disclaimer


Investing carries risk and none of the stocks or funds highlighted in this booklet constitute a recommendation by the author, GillenMarkets or the publisher and none of these parties can assume liability for any losses that may be sustained should a reader subsequently invest in them, and any such liability is hereby disclaimed. Readers should take professional advice before making any investment. None of the material in this publication constitutes investment advice or an offer to invest in any of the funds referred to. No one receiving this publication should treat it as a personal recommendation as it does not take into account the needs and objectives, personal circumstances, including investment experience, financial position, or attitude to risk of recipients.


Warning


Past performance is not a reliable guide to future performance.
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FOREWORD


As one who believes passionately in encouraging and educating the private investor, I have long felt that there was a big gap in the market for very ‘easy-to-read’ booklets rather than the heavier tomes of which there are a substantial number. A Guide to Sound Investing by Rory Gillen is just the sort of publication I have had in mind, and it covers most of the investment basics in an easily readable and digestible way. While obviously written with the Irish investor in mind, its fundamental messages have wider appeal and it is well worth reading by the novice investor, particularly from the younger generation.


Lord John Lee
 Financial Times columnist and Liberal Democrat Peer









INTRODUCTION


Learning how to save and invest is not a luxury, it is a crucial part of our lives, and we need to be more informed. The disaster that was wreaked on people’s savings and investments (and lives) in Ireland in particular following the Irish banking and fiscal crises in 2008, and the personal traumas inflicted, need not have happened if people had understood how to invest. That we learn little about even the basics of saving and investing in school or university is part of the problem.


For decades, employers in both the private and public sectors were willing to accept the risks that go with funding employees’ pensions. In the private sector, this is no longer the case; increasingly, people have to look out for their own retirement income.


This booklet on saving and investing should be relevant to a significant and growing proportion of society. But even those with a guaranteed pension income in retirement, from their employer or the State, can benefit from the messages in this booklet about how to achieve financial freedom – and much earlier in life than you might previously have thought.


Over a normal lifetime, while bank deposits and government bonds have traditionally provided safe avenues for savings, the best returns have always come from investing in businesses or property. The simple fact is that returns from business and property are typically much higher than bank deposit returns over the medium- to long-term. And it can be remarkably easy to invest in real businesses and property using the stock markets (or life assurance companies), if you keep things simple. Keeping things simple, of course, requires would-be investors to gain a basic understanding of investing, the choice of assets available and the risks that need to be avoided. This booklet on saving and investing aims to assist you to do just that.


A fundamental truth in investing is that you must own an asset if you want the returns from it. Owning shares gives you part-ownership of businesses, and that can be empowering. Invest in markets as you would in a private property: by owning a house or an apartment, you benefit from the natural rise in property prices over time as their values adjust higher to reflect the growth in personal incomes in a prospering economy. And so it is with business, and businesses listed on the stock markets. As economies grow, companies’ earnings grow, and for companies traded on stock markets as a group their share prices follow the upward growth in their earnings over time.


Of course, share prices of businesses and property companies or Real Estate Investment Trusts (REITs) listed on stock markets never advance in a straight line, and their long-term uptrends are often interrupted by economic downturns or negative political developments. And property or share prices that get overvalued compared with their underlying fundamentals (incomes or earnings) are susceptible to more serious corrections. The overvaluation of Irish property in the 2003 to 2007 period and subsequent 50% decline in prices from 2008 to 2012 is a case in point.


Would-be investors also need an understanding of the difference between investing in markets and trading markets. To trade markets – trying to buy low and sell high over short time intervals – is akin to speculating; and, if you speculate in markets, you are likely to sooner or later get the same results as you would down in the bookies.


Trying to avoid the risks inherent in owning property or shares by, for example, choosing a fund with a guarantee is not the answer either. If only it was that easy! Like many areas in life, there’s no free lunch. If you want the higher returns that the stock markets or physical property deliver over time, you must take the risk that comes with owning these assets. Good investing is learning how to mitigate those risks.


The property and banking bust in Ireland in 2008 surely taught us all that using debt to try and finance an asset or boost returns adds risk. Using debt potentially adds a lot of risk if you buy overvalued assets. In Ireland, for those who prefer investing in property, the life companies offer property funds without any debt and there is a plethora of good quality REITs listed on the Irish, UK and European stock exchanges. The life companies and stock market-listed property REITs give you diversified exposure to office, retail, industrial and residential property. The proposition of buying good quality property assets (via REITs or life company funds) bit by bit over time should be more attractive to many savers starting out than having to buy a single physical property at a point in time, and often having to finance it with debt. In other words, using the stock markets and life companies to invest in property is easy, carries less risk, and the choice available on stock markets is greater.


For younger savers and those saving through a pension, who can invest regularly, in up markets and down markets, the risks of mistiming your entry into markets and getting poor value – which can reduce the subsequent returns – are hugely mitigated when you are investing consistently over time.


Forget about the political and economic news flow of the day. Recognise that you can’t see the future – nor can anyone else for that matter. It is another fundamental principle of investing that you do not need to predict the future in order to make a success out of investing.


What you do need is a basic understanding of investing and the risks you are taking, and a glass-half-full attitude. Economies have made continuous upward progress over time (in the developed world at least) such that it generally pays to have an optimistic outlook. Living standards today are probably some four to five times higher than for the average person in Ireland even just one generation ago.


One important aim of this booklet is to provide you with a common-sense understanding of the key risks you face as an investor. If you can’t identify what the risks are at the outset, then it’s going to be pretty hard for you to avoid them.
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