
A GUIDE TO
INVESTING 
FOR WOMEN
UNLOCK THE  
POWER OF INVESTING

Whatever long-term financial 
goals you may have, investing 
for the future can be a useful 
way to deliver against them



“I’m very conscious as a woman that we have a similar 
wide range of financial needs and aspirations as men - 
but that we are often quite different in terms of how we 
approach our money, and also how we want to be served. 
The evidence suggests that women particularly dislike 
being ‘sold’ to; instead, we want to understand our own 
needs and the options open to us. We can then in turn feel 

more confident about taking the important decisions that can affect our 
financial future, or to discuss these with advisers without feeling pressured. 

There’s a lot of jargon used in the financial industry which can be off-
putting and yet we all know it’s important to plan for our financial future. 

Finance doesn’t have to be complicated.

I hope you find this guide useful.”

Helena Morrissey
CEO Newton Investment Management
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Why do we feel the need to publish a 
guide specifically targeted at women?  
Sound financial planning is an important 
consideration for everyone, regardless 
of whether you are a man or woman.  
And the sorts of factors that may 
influence your decisions on investing 
are also the same: your attitude to 
investment risk, for example, or how 
much you can afford to invest and for 
how long. 

What is specific to women, however, 
is the degree to which their role in 
wider society has shifted in the last 
few decades. This is reflected in the 
statistics: women are increasingly likely 
to be the sole or main breadwinner in a 
household, fewer women are marrying, 
and divorce is more prevalent today than 
in previous generations. Combine this 
with a challenging economic backdrop 
and there are profound changes taking 
place in women’s attitudes, not least 
towards money and financial planning. 

Over the years there has been a 
considerable amount of research  
into the differences between  
attitudes to investing displayed by 
men and women, largely based on 
the perception that women are more 
risk averse. There has also been 

much debate around the question of 
whether the American investment bank 
Lehman Brothers might have avoided 
collapse had a woman been in charge; 
the implication being that ‘Lehman 
Sisters’ would have been run more 
conservatively1. This question was first 
put at a World Economic Forum in Davos 
in 2009. Christine Lagarde, now head 
of the IMF, is widely quoted as having 
agreed with the sentiment, although  
she has since gone on record saying 
that the most effective company would 
actually be a more broadly diversified 
‘Lehman Brothers and Sisters’.

Is it true that women are more cautious 
and is this necessarily a bad thing?  
One often-quoted study was conducted 
in 2001 by Terrance Odean and Brad 
Barber, from the University of California2.
Odean looked at trading behaviours 
through 150,000 brokerage accounts in 
the US (used to trade shares on the US 
stock market). He found that on average 
men were more over-confident in their 
abilities and that as a result they had a 
higher tendency to trade ‘excessively’. 
Excessive trading resulted in losses 
on the portfolio. So women were up to 
1.4%2 a year better off (the difference 
was most marked between single men 
and single women).

1 Would Women Leaders Have Prevented the Global Financial Crisis? Implications 
for Teaching about Gender, Behaviour, and Economics, Nelson, Sep 2012.

2 Boys Will be Boys: Gender, Overconfidence and Common Stock Investment, 
Quarterly Journal of Economics, Barber and Odean, Feb 2001.

42%
Marriages that will 
eventually end in 

divorce
Estimated by ONS, Feb 2013

Whatever long-term financial goals you may have, investing for 
the future can be a useful way of helping to deliver against them. 
This guide provides you with an introduction to investing and 
looks at some of the practical considerations you need to take 
into account.  We also examine commonly held beliefs about 
women as investors and the roots of these beliefs.

2.2m
Working mothers 
who are primary 

breadwinners
1m increase in the figure since 1996/7

IPPR, August 2013

UNLOCK THE
POWER OF INVESTING

2.9m
Opposite sex  

co-habiting couples
IPPR, August 2013
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3 Gender differences in risk behaviour: does nurture matter? 
Alison L. Booth, Patrick J. Nolen, February 2009.

Other academics, such as Julie. A. Nelson in 
Would Women Leaders Have Prevented the 
Global Financial Crisis?,  have noted more 
recently, however, that research conducted 
in this area has tended to exaggerate the 
differences between genders and as a result 
“stereotypes women as...competent only in 
doing financial mopping up.” There are also 
suggestions that women are not necessarily 
more risk averse by nature, but tend to 
conform to social expectations around risk 
taking. Researchers from the University of 
Essex3 looked at this when they conducted 
experiments around gambling with sixth form 
students from single sex and co-educational 
schools. The girls from single sex schools had 
the same risk tolerance as boys. 

So perhaps it is not cautious behaviour per se, 
but a lack of confidence that comes into play? 
Recent market research from Mintel would 
seem to suggest exactly this: it demonstrates 
conflicting evidence on attitudes to investment 
risk among women, while highlighting a 
significant difference in confidence between 
male and female respondents.
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4 NS&I Survey 2011, HOME AND AWAY - BRITONS DIFFERENT GENDER ATTITUDES TO SAVING.
5 yougovw.co.uk/...21st-century-woman-survey 2012.

1.96m
Single parent 
households

92%
of single parent 
households are  

headed by women
All figures sourced from ONS, Feb 2013

Life expectancy at birth 
in years (2009-11)

The idea that women don’t have the 
same confidence in their abilities as 
men when it comes to making financial 
or investment decisions is supported 
elsewhere. In the 2012-2013 survey 
Financial Experience and Behaviours 
Among Women, US-based wealth 
manager Prudential Financial found 
that even among female breadwinners, 
only 20% described themselves as 
‘very well prepared’ to make financial 
decisions compared with 38% of men 
who describe themselves that way.  
It also found that while 40% of men  
said that they ‘enjoy the sport of 
investing’, only 22% of women did so. 

Women may also have different 
priorities when they save. “It is 
interesting to see the difference 
in saving goals between men and 
women...a large number of women  
are prioritising short-term goals such  
as holidays. The majority of men are 
saving for long-term goals such as  
an emergency fund, before those  
short-term goals.”4

Yet it is clear from some of the most 
recent studies that there is no lack of 
appetite among younger generations 
of women in the UK for taking on the 
responsibility of managing finances, 
either for themselves or their families. 
The Lloyds TSB 2012 Family Savings 
Report found that among couples under 
45, women were more likely to choose 
the family’s bank or building society 
(52% of households), take control of 
making detailed future plans for savings 
(52%), and pay day-to-day bills and keep 
track of spending (54%). According to 
the report, nine out of ten households 
where women are in charge of the 
long-term financial planning have some 
money put aside. In households where 
the man takes on this responsibility,  
it is only eight out of ten that save. 

According to YouGov research carried 
out in 2012 in association with Glamour 
magazine, women have become 
considerably more financially aware 
since the onset of the credit and 
banking crisis in 2007 and 2008 and the 
subsequent recession. The 21st Century 
Woman Report looked into ways that 
UK women aged 16-40 had changed 
their behaviour against the backdrop 
of financial disruption and economic 
uncertainty5. The report discovered 
that 74% of women were worried about 
their financial future, in stark contrast 
to the 46% who felt concerned back in 
2010. YouGov concluded that the tough 
economic climate was compelling more 
women to think carefully about their 
financial future and the vast majority 
(88% of those interviewed) were seeking 
financial independence and wanted to 
take more control of their money. To this 
end, 59% of those surveyed invested in 
an Individual Savings Account and 48% 
already participated in a pension plan.

In the end, it would seem that women 
are not necessarily any more risk averse 
than men when it comes to investing. 
What the research does suggest, 
however, is that some women do not feel 
very well prepared for making financial 
decisions and are less confident in 
their own abilities where finance is 
concerned. 

If you are new to investing or just want 
to understand a little bit more about 
how investing plays a part in your long-
term financial planning, we hope you 
will find the following guide a useful 
introduction. Please note that this is not 
investment advice. It is important to
remember that when it comes to making
investment decisions, you should make
sure you understand the risks and if you
are in any doubt about the suitability of
an investment, you should speak to a
suitably qualified financial adviser.

82.6 78.7

“The tough economic climate was compelling more  
women to think carefully about their financial future”

women men
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Long-term saving and 
investing is an important part 
of any financial plan. It allows 
us to budget for expected life 
events like buying our first 
house, supporting our children 
or grandchildren through 
education, or providing for a 
comfortable retirement. It also 
ensures that we have a little 
put away for the unexpected.

In the wake of the financial crisis and 
the challenging economic backdrop 
that has followed, more and more of us 
are taking an interest in our financial 
wellbeing. At the same time, returns 
on traditional routes to saving, such as 
deposit accounts, are paying investors 
less and less. 

For most of us, keeping some money on 
deposit is a necessity to ensure we have 
easy access to cash for emergencies 
or planned expenditure on larger items 

like cars or holidays. However, leaving 
substantial sums on deposit over the 
longer term is unlikely to deliver the  
kind of investment return we need 
to provide for our future. The Bank of 
England base rate of 0.5% compares  
to an annual inflation rate of 2%,  
as measured by the consumer price 
index for February 2014 (Source: ONS). 
This means that money left in deposit 
accounts, or indeed in some National 
Savings products, is unlikely to even 
keep pace with inflation, let alone 
provide an income or investment  
return over and above that. 

A search for alternative sources of 
savings income may therefore make 
sense so long as consideration is given 
to finding a balance between potential 
rewards and the risks being taken.

Whether you are saving in a deposit 
account or investing a broader portfolio, 
it is essential you understand the risks 
involved in order to be able to make 
informed choices about the most 
suitable investment to meet your needs.

THE INFLATION EFFECT

 Year Real value (£)

 0 10,000

 5 9,094

 10 8,347

 15 7,661

 20 7,032

 25 6,454

 30 5,924

Sources: Shares magazine, Office for National 
Statistics, and www.moneysupermarket.com  
as at October 2013. 

Calculations are based on a £10,000 cash deposit 
into an easy-access deposit account (AA Internet 
Extra, Issue 13 account) paying 1.5% interest  
and a fixed bonus of 1% for up to 12 months.  
An annual inflation rate of 2.6% has been applied  
to demonstrate the effect that inflation can have  
on the purchasing power of your money over time.

PLANNING FOR 
YOUR FUTURE?
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WHAT IS YOUR 
APPETITE FOR RISK?
Attitudes to investment  
risk vary enormously and  

do not always follow our appetite for risk 
in other areas of our lives: just because 
you enjoy potholing or mountaineering 
doesn’t necessarily mean that higher 
risk investments are a suitable place 
for your money. You may be comfortable 
with the idea of making losses in the 
short term if you can see the potential 
for long-term gains. Or you may prefer 
not to take that degree of risk. There is 
no right or wrong answer here. 

Being naturally risk-averse can be a 
positive when investing. By avoiding 
making high risk decisions that could 
lead to substantial losses, you give 
yourself a better chance of generating  
a more consistent return in the long 
term. After all, if the value of an 
investment halves, you need to see the 
money that is left over double again just 
to get you back to where you started. 

However, letting caution take over to  
the extent that you are not prepared 
to put any of your capital at risk in 
the financial markets may be limiting 
potential future returns. If you simply 
park your cash in the bank during a 
period when inflation is outpacing 
the best rates of interest available on 
deposit accounts then the value of  
your savings will not keep pace with  
the cost of living. 

WHAT KIND OF  
RETURN ARE YOU 
LOOKING FOR? 
This will partly depend on 

how much you want to accumulate in 
the end, how quickly you want or need 
to achieve your savings goal, and the 
amount of money that you can afford  
to put aside. Beating inflation is 
a common benchmark as it is a 
reasonably simple measurement of 
what your pounds can buy. For example, 
if your bank is paying you 3% interest  
on your cash but inflation was say, 4% 
then over time the value of your money 
is actually going down as it does not 
have the same ‘purchasing power’. 

Choosing where and in what to 
invest will depend on your individual 
circumstances and this will again help 
you to choose the most appropriate 
asset classes and geographies. You 
may look for a fund which specialises 
in higher-risk, potentially higher-return 
investments in say, emerging market 
companies or may prefer the potentially 
smoother returns a fixed-income  
(bond) portfolio could provide. 

Investment returns can come in 
different forms: via dividends from 
equity investments, or interest 
payments from fixed income 
investments, or from capital growth 
when the value of your investment 
increases. Though it’s important not  
to forget there is always a risk that you 
may lose capital as the value of many 
investments can fall as well as rise.

WHAT IS YOUR  
TIME HORIZON?
You must decide at the 
outset how long you  

are willing or able to commit your  
capital for. Because of the nature  
of investing in funds or similar 
investment products, you need to 
consider whether you are prepared  
to see your investment fluctuate.  

If you have years of investing ahead 
before you need to draw on your pot,  
you may decide you are happy to ride  
out periods of market uncertainty  
and wait for the value of your assets  
to recover. 

If you are close to retirement or there 
is a possibility you will need to access 
funds quickly at any point it would 
probably pay to be more risk averse. 

Exactly how you save and what you 
choose to invest in will depend to a  
large degree on the answers to the  
three questions above. 

It is important to remember,  
however,  that when it comes to  
making investment decisions, you 
should make sure you understand  
the risks and if you are in any doubt 
about the suitability of an investment 
you should speak to a suitably  
qualified financial adviser.

HOW TO SET YOUR 
INVESTMENT GOALS

Your reason for investing could have a direct impact on the way you put money to work and the type 
of investment you select. Beyond securing a comfortable retirement, your goal might be to cover a 
period out of paid employment as your family takes priority, build a pot to buy that dream holiday 
home or perhaps just achieve a greater degree of financial independence. Whatever you are aiming 
for, you need to decide what will help you reach your goal within an acceptable time-frame. 
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DO NOT PUT ALL YOUR  
EGGS IN ONE BASKET

The old adage holds true 
in investing as much as 
any other walk of life. It is 
important to diversify. If your 

portfolio is concentrated in just one or 
two holdings the impact of a sudden 
market shock could have a significant 
impact on its value. By investing in 
different holdings and different assets, 
you spread risk and help your portfolio 
to withstand the unexpected such as a 
stock market crash or political upheaval. 

Diversification does not necessarily 
increase returns, but it can help to  
limit the overall level of risk in your 
portfolio. Investing in funds is one  
way of achieving the necessary 
diversification if you do not have large 
amounts of capital. You could do this  
by selecting several investment funds  
or by using very broadly invested  
funds such as multi-asset funds.

INCOME CAN HELP  
YOUR PORTFOLIO GROW

It is worth considering the 
total potential return of 
any investment that you 
plan to make, whether that 

return comes from capital growth or 
income payments. Many companies 
continue to pay out dividends (a portion 
of any profits a company makes paid 
out to shareholders) when the economy 
is struggling and this can help your 
portfolio to weather periods of poor 

stock market performance. In addition 
these dividend payments can be 
recycled back into the fund, boosting 
the sum you have invested. 

Although solid cash flow can suggest  
a company’s future is reasonably  
secure, it also allows the company 
to reward shareholders by making a 
regular payment known as a dividend.  
A relatively small windfall, paid out  
just twice a year in most cases,  
may seem unexciting but by reinvesting 
these payouts back into equity or  
fund holdings investors can help to  
build their long-term returns through 
the power of compounding. 

Let’s look at a simple example of  
how compounding might work:
If you were to deposit £1,000 in the  
bank in an account which is fixed at  
an interest rate of 3% for three years, 
the second year you will receive interest 
on both the £1,000 and the £30 you have 
earned in interest. In the third year the 
combination of accumulated interest 
and initial deposit will see you get a  
3% return on a sum of £1,060.90.

The same principle holds for reinvesting 
dividends, though of course the capital 
sum is not guaranteed.

Warren Buffett, thought by some to  
be the most successful investor of the 
20th century, has famously lived by two 
rules: 1. Never lose money and 2. Never 
forget rule 1.

The use of complex terminology and jargon can be off-putting, 
but the financial markets and their funds may offer a tool to 
help you meet your financial goals; whether that is growing 
wealth, preserving capital or generating an income. 

THE POWER OF 
DIVERSIFICATION 
AND COMPOUNDING 
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Buffett has stuck fast to his core beliefs 
of not paying too much to invest in 
companies. He felt the best way to limit 
the risk of losing money, while retaining 
the ability to achieve capital gain and 
income, is to buy quality assets at prices 
that fail to reflect their true worth. It 
is very difficult to ‘time’ investment 
markets; in other words, buy when 
shares are at their cheapest and sell 
when they are at the most expensive. 
By focusing on the fundamental 
qualities of any investment, it can help 
you avoid getting carried away by the 
latest investment fads and speculative 
bubbles. 

These tenets are a sensible starting 
point for any investor and can be applied 
to all types of investments and not just 
shares. A well-run investment fund can 
help here, as it can help to iron out any 
wild swings in asset prices and free 
you from the complexities of trying to 
manage your own investment portfolio.

NEVER INVEST IN ANYTHING  
YOU DO NOT UNDERSTAND
If you struggle to explain what you  
are planning to invest in, you may  
want to do more research into the 
investment or fund or to seek advice  
on investing. You should make sure  
you have a good idea of what the 
investment is trying to achieve,  
what sort of risks the investment  
entails and how well this matches  
with your own personal investment 
goals. This is just as important whether 
you are investing directly into stocks  
or shares, for example, or investing 
through a fund managed by an 
investment company.

2035 is set to mark a tipping 
point when consumers aged 
45 today will start entering 
retirement and will be less well 
off than earlier generations. 

Low income levels in retirement  
is set to accelerate between  
2045 and 2060 as a second 
baby boom of up to 12 million 
consumers retire. 

30% of UK households have 
no savings at all and a further 
20% have less than £1,500 to 
cope with an unexpected event 
without going into debt.  

In March 2012, the average 
[state] pension paid to men 
aged 65 to 69 as £111.83 and for 
women, £95.57.

DID YOU KNOW?

Source: TISA, Promoting Financial 
Wellbeing for the UK, March 2014
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There are many routes that 
you can take when investing. 
You may choose to talk to a 
financial adviser who can  
help you to plan your finances, 
including any investment 
options. Or you may decide  
to build your own portfolio  
of holdings in stocks and 
shares or investment funds.

Whatever your preferred route, 
in this section of the guide we 
introduce you to some of the 
concepts behind investing.

 
 
 
 
 
 

INVESTING IN FUNDS
Diversification (spreading your risk)  
is crucial if you want to help to protect 
your gains and manage the overall  
level of risk in your investment portfolio. 
If you are reliant on just a handful 
of key holdings then an unforeseen 
event could have a serious impact on 
your investment return. A carefully 
constructed portfolio would hopefully 
see a mix of holdings that all bring 
something different to the portfolio, 
helping it to ride out the worst periods  
of uncertainty in financial markets. 

It is easier to diversify if you have a 
larger sum at your disposal but the 
good news is there are plenty of tools 
available which can help anyone with  
a relatively modest pot to invest in a 
broad range of assets. 

 
 
 
 
 

Collective investment schemes (funds) 
allow you to pool your money with  
other investors who have similar aims 
and objectives. This ‘collective’ pot of 
money is invested on your behalf by a 
fund management company and you 
benefit from a portion of the growth  
and income generated, as well as 
sharing in any losses that the fund  
makes relevant to the amount you  
have invested.

The schemes come in a number of 
forms including unit trusts and Open-
ended investment companies (OEICs). 
Investors buy units (in the case of a 
unit trust) or shares (for OEICs) in the 
fund. The number of units or shares 
issued by these funds grows and shrinks 
according to the amount of customer 
money flowing in to, or out of, them.  
The value of the shares or units is 
directly linked to the value of the 
underlying holdings in, for example, 
stocks and shares. You effectively  
own a ‘slice’ of the fund in question.  
So, broadly speaking if the fund invests 

YOUR INVESTMENT OPTIONS
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in UK shares and they fall in price,  
so does the value of your investment.  
If the net value of the assets in the fund 
rises, so does the value of your holding. 
Investment trusts are another form  
of collective scheme, but these are 
known as closed-ended investment 
companies. They are listed on stock 
exchanges in the same way as shares 
and the number of shares issued by  
an investment trust is fixed. 

Rather than being directly linked to  
the value of the underlying portfolio,  
an investment trust’s share price can  
be driven by supply and demand. The 
total value of the shares can be worth 
‘more’ or ‘less’ than the assets held  
and this is known as trading at a 
‘premium’ or ‘discount’ to the net  
asset value (NAV). 
 

All of the funds that are set up as 
collective investment schemes are 
governed by investment policies that 
should tell you a lot about how your 
money will be invested. For example, 
some funds operate a multi-asset 
strategy and put money to work across 
different asset classes such as equities, 
bonds and commodities. Others have a 
specialist focus, so they invest in just 
one asset class. Information on the 
funds should also outline the aims and 
objectives of the manager and the level 
of risk that you should expect when 
investing in the fund. Having a good 
understanding of these aspects of a 
fund will help you to decide whether  
or not it is suitable for you. Before 
investing in any product it is important 
that you read product literature, such 
as a prospectus or the key investor 
information document (KIID), which 
provides details of the investment 
objective and policy and the level of 
risk undertaken. If you are in any doubt 
about the suitability of an investment 
you should seek further financial advice.

“Collective investment 
schemes allow you to 
pool your money with 
other investors who 
have similar aims  
and objectives”



12

Whether you plan to use funds 
or invest directly, it is worth 
understanding a little more about 
the individual asset classes that 
make up financial markets. 

Asset classes have very different risk 
profiles and deciding which are most 
suitable for you is also partly dependent on 
your view of the world economy. For many 
investors, a sensible approach is to run a 
diversified investment portfolio and include 
a mix of asset classes, though this will 
depend on individual circumstances. 

SHARES
Shares (sometimes referred to as equities) 
represent part ownership of a company 
and an entitlement to the receipt of any 
dividends a firm decides to pay out. A 
dividend is an income payment that some 
companies use to return a portion of profits 
to shareholders on a regular basis. 

Investing in shares is not without risks, 
irrespective of dividends or the types of 
companies in which you can be invested.  
The period 2000 to 2010 is considered a  
lost decade for the stock market, as least as 
measured by the UK’s FTSE 100 benchmark 
index. Just as it had all but recovered from 
the effects of the 2000 to 2003 dotcom 
crash, a massive financial crisis intervened 
in 2007 to wipe out the gains made in the 
interim. On the 30 December 1999 the  
FTSE 100 Index reached a level of 6,930  
and by March 12 2014 its level was still 
short of that mark, at 6,634, according to 
the London Stock Exchange.  It is worth 
remembering that while the level of the 
index can highlight the general movement 
and value of the stock market, it is not 
indicative of how much money you could 
have made or lost during that time period; 
that would have depended on many of the 
factors highlighted above: the inclusion of 

dividends, the type of company invested 
and/or the investments chosen by individual 
fund managers.

This fallow spell is not unprecedented 
and nor should it obscure just how few 
asset classes can beat equities over time. 
According to data from Shares Magazine, 
since its inception in 1962 the FTSE All 
Share Index (the broadest benchmark for 
the British stock market) has returned an 
average of 7.1% per annum and thrown in 
an additional 4.3% a year from dividend 
payments on top.

Shares offer the potential for both capital 
appreciation from price rises and regular 
income from dividend payments. Reinvesting 
the income from dividends can generate 
incremental returns, as this enables you 
to benefit from compounding. The equity 
market also gives you scope to invest in 
specific companies, sectors and countries. 
Whether you are a fan of Burberry or Marks 
and Spencer is more to your taste, you 
can literally buy yourself a stake in their 
success or failure by picking up shares in the 
company. 

Different shares also offer very different 
levels of potential risk and return. For 
example, consumer goods companies can 
often provide stable and consistent returns 
as consumers continue to buy essential 
products such as medicines and food staples 
in a recession. Essential goods such as these 
are often considered non-cyclical (recession-
proof) although this is in no way guaranteed.

Companies that rely more on a good 
economic environment are considered 
cyclical. Mining companies, for instance, 
would be considered a higher risk stock 
because their profits are more directly 
related to the economic environment. 
Therefore a mining company’s share price 
can fluctuate wildly as the prospects for 
growth increase or diminish depending on 
the economic outlook.
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BONDS
The bond market is made up of both 
government debt (in the form of US 
Treasuries and UK gilts for example) and 
debt issued by companies often called 
corporate bonds. They are effectively 
borrowing money through the bond market. 
In return, they offer a fixed payment  
over a certain period of time and a final 
payment linked to the value of the bond 
when it was issued. These variables are 
often fixed, hence the term ‘fixed-income’. 
These payments are not guaranteed, but 
most issuers will make every effort to  
meet their bond obligations and only fail  
to do so (known as a default) in the event  
of the company or government going bust.  
If a firm does declare itself insolvent, 
bondholders are ahead of shareholders  
in terms of getting their money back,  
usually in the form of so many pence  
in the pound (or cents to the dollar).

COMMODITIES
Investing in commodities of all types, be 
they precious or industrial metals, energy  
or agricultural crops, means taking on a 
high degree of volatility. Industrial metals 
and oil are dependent on the health of the 
economy, however, there are demographic 
and fundamental factors which could 
support the prices of these commodities 
over the long term. For example, the 
world’s population is growing rapidly 
and the increasing industrial activity in 
emerging markets is fuelling high demand 
for commodities like oil, while greater 
affluence in countries like China and India 
is driving changes in eating patterns that 
are having a long-term effect on agricultural 
commodities and land use.

On this basis commodities probably earn 
a place in any diversified portfolio, even 
for long-term investors. Precious metals, 
particularly gold, are also a traditional 

means of protecting your investment 
portfolio against inflation as they are  
seen as a long-term store of value. 

The good news is it is easier than it has 
ever been to get involved in the commodity 
markets. Dedicated managed funds target 
these markets, although usually through 
buying stocks with exposure to these 
themes and commodities rather than the 
underlying raw materials themselves. 

PROPERTY
Investing in bricks and mortar might seem 
more prosaic by comparison, whether 
you buy property directly or through an 
investment fund, but it can be another 
useful diversifier in a broader portfolio. 
Investing in property should always be  
seen as a long-term investment and not  
as a short-term tradeable cash-like asset. 

Some property funds invest “directly”  
in commercial property - they buy actual 
properties including offices, shops,  
factories and warehouses. Other funds 
invest “indirectly” - meaning that instead  
of buying properties, they buy shares  
in property companies or other property 
funds. Funds that invest in property directly 
tend to offer the potential for both growth 
and income, as they collect rents from the 
properties they own.

“Bonds tend to offer a higher 
payment if there is a higher 
associated risk of default”
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Over the long term it is possible to
build a tax-efficient investment
portfolio within an ISA. You can 
also transfer funds from an existing  
investment into an ISA to make the  
most of your allowance. Even if you  
have not got a lump sum to invest you 
have the option of setting up a regular 
investment account, so you can invest  
in your ISA on a monthly basis. 

In the 2014-15 tax year, each individual 
can save up to £11,880 through these 
two options:

 – You could either invest up to the  
entire amount of £11,880 in a  
Stocks & Shares ISA

 – OR you could put any sum up to 
£5,940 in a Cash ISA and the rest in 
a Stocks & Shares ISA as long as you 
don’t exceed the annual £11,880 limit.  

 – From 1 July 2014, the new ISA (NISA) 
will launch. The overall ISA limit will 
increase to £15,000 and you will, 
subject to your ISA plan manager’s 
terms of service, be able to invest 
your whole NISA allowance into cash, 
stocks and shares, or a combination 
of the two. 

For a Stocks & Shares ISA, the list of 
eligible assets includes certain types 
of corporate bonds, government bonds 
and investment funds. Your allowance 
cannot be rolled over and disappears  
at the end of each tax year on 6 April.  
It is definitely a case of use it or lose it.

The government also encourages you 
to save for your retirement by giving 
you tax relief on pension contributions 
subject to overall contribution and 
pension pot limits. Tax relief reduces 
your tax bill or increases your pension 
fund depending on the way you save for 
your retirement; for example through 
a personal pension or Self Invested 
Personal Pension arrangement. 

The value of any tax benefits will  
depend on your circumstances and  
tax rules may change in the future.  
If you have any questions regarding  
tax rules and now they may apply to  
you, you should seek the advice of a  
tax adviser a list of advisers can be 
found at www.unbiased.co.uk/tax 

TAX EFFICIENT INVESTING

Remember: The value of your investments and the income from 
them is not guaranteed and can fall as well as rise due to stock 
market and currency movements. When you sell your investments 
you may get less than you originally invested. 

FACTS ABOUT FINANCE: Investing through an ISA or SIPP can 
help your savings to grow in a more tax-efficient way depending 
on your personal tax circumstances.
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