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There are a number of key principles that every 
investor should follow with the aim of building an 
effective long-term strategy designed to achieve 
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Here’s our rundown of the 10 principles 
that every investor needs to know:

1. SET INVESTMENT GOALS
���It’s important that you set yourself investment 

goals – this will help you stay focused and on 
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���There are a number of factors to consider when 
setting your goals, such as your age, investment 
XMQIJVEQI�ERH�VMWO�XSPIVERGI�

2. PLAN ON LIVING A LONG TIME, 
AND SAVING MORE FOR IT
���4ISTPI�EKIH����]IEVW�MR�XLI�9/�MR������GER�
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JSV�QEPIW�ERH������]IEVW�JSV�JIQEPIW��TVSNIGXIH�
XS�VMWI�XS������]IEVW�JSV�QEPIW�ERH������]IEVW�
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���Investors should start early, invest with discipline 
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3. CASH IS RARELY KING, AND 
INFLATION EATS AWAY AT YOUR 
PURCHASING POWER
���'EWL�MW�E�TSTYPEV�EWWIX�GPEWW��FYX�MX Ẃ�MQTSVXERX�

XS�VIQIQFIV�XLEX�MX�MW�RSX�EP[E]W�OMRK�¯�MR¾EXMSR�
can erode the purchasing power of your cash, 
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���;LIR�MR¾EXMSR�MW�XEOIR�MRXS�EGGSYRX��GEWL�
typically lags behind other asset classes such as 
stocks and bonds, which can mean that over 
time, cash will generally be worth less in terms 
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4. START EARLY AND RE-INVEST 
INCOME – COMPOUNDING  
WORKS MIRACLES
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of the world – by starting to invest early and 
reinvesting your income, you can take advantage 
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���The power of compounding is so great 
that delaying investing by even just a few 
years, or choosing not to reinvest income, 
can make an enormous difference to your 
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5. RETURNS AND RISKS 
GENERALLY GO HAND IN HAND, 
SO BE REALISTIC ABOUT YOUR 
OBJECTIVES AND WHAT YOU  
CAN ACHIEVE
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highest possible return while taking on the least 
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a trade-off involved – the higher the potential 
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���Therefore, if you want to target a higher level 
of return, you have to be willing, and able, to 
tolerate larger swings in the value of your 
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6. VOLATILITY IS NORMAL, SO KEEP 
YOUR HEAD WHEN ALL ABOUT 
YOU ARE LOSING THEIRS
���:SPEXMPMX]�MW�E�RSVQEP�TEVX�SJ�XLI�QEVOIX��WS�HSR X́�PIX�

it rattle you – keep your head when all about you 
are losing theirs, and remember that the best time 
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Instead, stay calm and focused on your long-
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7. TIMING THE MARKET  
IS DIFFICULT, STAYING  
INVESTED MATTERS
���It’s no secret that timing the stock market is 

HMJ½GYPX��-R�JEGX��MX Ẃ�SJXIR�WEMH�XLEX�XV]MRK�XS�XMQI�
XLI�QEVOIX�MW�E�JSSP Ẃ�IVVERH��&]�WXE]MRK�MRZIWXIH�
you ensure that you’re participating in the 
long-term growth of the market, which helps to 
QMXMKEXI�XLI�IJJIGXW�SJ�ZSPEXMPMX]��

���Staying invested in the market allows you to 
XEOI�EHZERXEKI�SJ�STTSVXYRMXMIW�EW�XLI]�EVMWI��
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buy when prices are low and sell when prices 
EVI�LMKL�

8. DIVERSIFICATION WORKS: 
DON’T PUT ALL YOUR EGGS IN 
ONE BASKET
���&]�WTVIEHMRK�]SYV�QSRI]�EGVSWW�HMJJIVIRX�

investments, you can minimise your risk and 
QE\MQMWI�]SYV�GLERGIW�SJ�WYGGIWW�

���3ZIV�XMQI��HMJJIVIRX�MRZIWXQIRXW�[MPP�XIRH�XS�
even out, so the aim is to grow your money 
even if some investments underperform due to 
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9. REVIEW YOUR PORTFOLIO
���6IZMI[MRK�]SYV�MRZIWXQIRX�TSVXJSPMS�EPPS[W�]SY�

to monitor your progress and ensure that your 
MRZIWXQIRXW�EVI�TIVJSVQMRK�EW�I\TIGXIH��KMZMRK�
you the opportunity to make changes to your 
TSVXJSPMS�MJ�RIGIWWEV]�

���It helps you stay disciplined and focused on your 
PSRK�XIVQ�KSEPW�

10. IF IT SEEMS TOO GOOD TO BE 
TRUE, IT USUALLY WILL BE
���Promises of high returns with little or no risk are 

almost always too good to be true – there are a 
lot of scams out there, and many people looking 
XS�XEOI�EHZERXEKI�SJ�YRWYWTIGXMRK�MRZIWXSVW�

���&IJSVI�MRZIWXMRK��GSRWYPX�[MXL�E�½RERGMEP�
professional to help you understand the  
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Source data:
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projected period and cohort life tables: 2020-based, UK, 
1981 to 2070
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your priorities and building a personal 
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