Shares aren’t just for fat cats you know.

If you've weighed up your position
and the risk, and decided that you
want to invest in shares, how do you
go about it?

You can either buy shares in a company
directly or invest in a fund which
spreads your investment across a
number of companies. You'll find that
there’s more than one type of fund too.
There’s a very quick outline of these
options below. But this is a complicated

area where you should get some advice.

A couple of things to bear in mind.
Investing in shares should be for the
long term - that is, you should be
planning to hold them for at least
five years, ideally much longer. And
always remember the mantra: past
performance is not a guide to future
returns.

Tracker funds track an index. And
what’s an index?

Well, something like the BSE 30/NIFTY 50.

An index is made up of a group of
companies; its level is worked out by
averaging the share price values of
those companies. Indices can also be
weighted, so larger companies have a
bigger slice of the cake.

The index goes up or down to reflect
the market value of shares in the
companies in the index. When you hear
on the financial news, ‘the BSE 30 rose
by 80 points to 17805’, the 80 points
represents the change in the value of
the shares.

A tracker fund follows an index as
closely as possible. This means it is
made up of shares from the companies
in the index in the same proportions as
the index. It tracks the index by selling
and buying the same shares in the same
proportions as the index does.

As a tracker fund does what the index
does, it doesn’t need a fund manager to
make decisions (to reflect this, tracker
funds are sometimes called passive
funds while managed funds are active
funds). And, as you're not paying for
that fund manager, tracker funds have
very much lower charges.

Although a few percentage points might
seem to be neither here or there, they
do make a big difference over the long
term. Low charges are the main reason
why, over time, tracker funds have
performed as well as managed funds.

Mutual Funds are ‘managed funds’,
that is, they are managed by a
professional fund manager.

The fund manager pools your

money with other people’s and invests
the whole lot in various companies.

You get the benefit of the fund
manager’s expertise, spread your risk
across a range of companies and you
don't have to deal with all the business
of buying and selling.

As you might expect, this service
doesn’t come cheap - you'll be charged
management and administrative fees.
You'll get a Key Features document
which you should check to see exactly
what you'll have to pay.

Shares are for fat cats

Shares are for everyone.

And they’re an essential part of
many people’s long-term savings
plans.

It's not an ideal route for the novice, but
you can invest directly in a company by
buying its shares (rather than picking

a fund). For this you'll need to find a
broker.

You have two options: lump sum or
regular payments.

Unless you have a lump sum to hand
from a bonus or such like, the simplest
option is to set up a monthly payment
into a fund held within, say a pension

contract. This might not seem an
immediately relevant benefit when

you start out. But if you're investing for
the long term it could end up having a
significant effect.

Regular payments are best — you can
buy more when the market is cheapest.



Choosing a fund can be a daunting
business as there are so many of them
about. It's a good idea to take advice.

Who's to know? Guessing the market is
a dangerous business.

What is true is that, if you are investing
for the long term, it's postponing
starting saving that will badly affect how
much money you might save. So, take
the matter in hand and start as soon as
you can.

Once you've made your decision,

you should keep an eye on how your
investment is doing - you can probably
do this online. There’s no need to do
this more than every couple of years

- after all, you're in it for the long term.



