TECHNIGAL NOTE
POUND-COST-AVERAGEING
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Key points:
e Regular or phased investments reduce the risk of buying on the ‘wrong day’.
e Involatile markets it could mean purchasing more units.

e The hypothetical example below shows how pound-cost averaging works.

Client A invests a lump sum of £6,000 on 1 January.
Client B invests £500 a month over the whole year.

During the year, the stockmarket rises and falls. The unit price follows the market, starting and ending the year at £10 a unit. The
result is shown below.

On 1 December, Investor A’s investment is worth £6,000 - the same as it was at the beginning of the year.
Client B’s investment is worth £7,049.78 - over £1,000 more than Investor A’s.

There is no guarantee that pound cost averaging will result in better returns than lump sum investing.
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These examples ignore the impact of any product charges.

Phasing of lump sum investments into equity based investments

Key points:
e A similar concept to regular investments by ‘drip-feeding’ the lump sum from lower risk investments to equity based investment.

e Phasing can be achieved via an automated phasing facility or by instructions to switch from one fund to another over a period of time
of your client’s choice.

/\/
SCOTTISH WIDOWS
/‘\,/



Time invested not market timing The dangers of following the market

Key points:
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e Waiting for recovery bhefore investing could mean a lost
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The impact of not investing Key points:
The graph below illustrates the impact of not being invested for the e Money tends to be invested when markets are strong and prices
best 10 and 40 days. high.
e Opportunities could be missed when prices are low.
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For more information on the Scottish Widows Platform, please contact your consultant.
We may record or monitor calls to improve our service.

&0330 024 2345 D4 service@scottishwidowsplatform.co.uk 6 scottishwidows.co.uk/platform

Every care has been taken to ensure this information is correct and in accordance with our understanding of the law and HM Revenue & Customs practice,
which may change.

Scottish Widows Platform is a trading name of Embark Investment Services Limited, a company incorporated in England and Wales (company number
09955930) with its registered office at 33 Old Broad Street, London, EC2N 1HZ. Embark Investment Services Limited is authorised and regulated by the
Financial Conduct Authority (Financial Services Register number 737356). SWP TN 0004 (1224 TH)
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