themoneydock presents

Read before
you invest

New Investor Considerations
Hey, new investor. I hope you are reading this with a serious consideration for investing and bettering
your financial future. This short document intends to raise some points I think are worth considering
before diving head first into the world in personal finance & investing. Each topic will have a short
description to get your mind thinking about how it might relate to you.
How much can I afford to invest?
We will start with the most obvious and biggest topic. Index investing is most beneficial with a
longterm approach, 5+ years. The reason being that this timeframe will see you through the ups and
downs of the stock market. It essentially protects you from the loss of a bear (poorly performing)
market and allows your portfolio time to regain traction, and ride the new high (bull market). So, only
invest with what you don’t need for the next 5+ years.
Of course, there are multiple considerations within this topic. Ask yourself how much you earn, how
much you spend, how stable you are in your job, what major expenses you have coming up and
basically work to eliminate any doubt in your mind of whether or not you’ll need this money. Still
uncertain and apprehensive? Start small, gain some confidence and work forwards from there.
Do I have an emergency fund?
Extremely important, I cannot stress the importance of this enough. Before anything, you should have
an emergency fund. This fund is an essential part of an investors life, it allows them the freedom to
invest without stressing about having to pull out chunks of money in a (very possible situation) bad
market and losing money. It can be money to cover anything from an unexpected prolonged hotel stay
to emergency surgery for a relative, it is there to protect you from the random and unexpected.
It’s entirely dependant on you whether its 1 month or 1 years living expenses, it simply depends on
your lifestyle and your risk level. Chose what feels right for you but absolutely ensure you have an
emergency fund. I have about NZD$10,000 emergency fund in a term deposit which can be broken in 2
business days, as well as a credit card available anytime.
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What is my risk tolerance?
In more simple terms, this topic seeks to address the importance of whether your investment interests are
low, medium or high risk.
Low risk - this would suit someone who is just beginning and is somewhat hesitant towards investing. It
provides more stability and means you are less likely (although in no way guaranteed) to take a huge loss.
Bonds, for example, provide good stability and are safer than other types of investments.
Medium risk - this level would equate to, in my opinion, a diversified all world index fund. There is some
risk in this investment with the exposure to emerging markets mixed with the safety of the entire stock
market through investing in the US, UK and other major markets.
High risk - a high risk investment would describe buying into an individual stock. It is riskier as it puts all
your eggs in one basket and you have no protection should the stock take a slide. Although I do have 2
individual stocks on my portfolio, they are calculated risks. High risk investing should only be carried out
by professionals.
What do I want to invest in?
Recently there has been an interest in ethical investing. It is important to understand what you’re
investing in. There are plenty of index funds available that invest only in ethical or environmentally
friendly companies. My portfolio, for instance, does not invest in companies that has interests in nuclear
weapons, cigarettes, weapons of mass destruction or animal testing. Each investment product offered will
have a document which details exactly what the fund invests in. Always understand what you’re invested
in as well, be conscious of where your money is going.
Why do I want to invest?
To have more secure financial future, of course. But, really narrow it down. Is it to purchase a property?
To be able to retire 5 years earlier than planned? To get a better return than your bank gives you? How
will having more money change your life, money is just a vehicle which allows us to live our life in a
certain way. Find the ‘why’ of your investment life and act upon it.
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Other considerations which are entirely dependant on your situation:
- Which platform you can invest with
- What your tax status is
- How you will get money from your bank account to the investment platform
- Setting up a direct debit
- The tax criteria of the fund you are invested in

All of the above can be found on themoneydock website.
Recap: Ensure you have an emergency fund. Ensure you investment goals are consistent with your life goals
and don’t use fear or ignorance as an excuse not to be proactive with your money.

4

