Practice management
workshops

Investment advice process

Sample Investor Policy Statement

This simplified IPS is for illustrative purposes only.

Client / circumstances

Mr. Joe and Mrs. Jane Blogs (Married)
DOB: Joe: 1973, Jane 1972.

Children: 2, both at university

Service relationship
Wealth Management: Gold (see separate
documentation defining level of service)

Financial Goal(s)

m Financial independence and retirement at age 66.

m Legacy: Leave debt-free properties to each of
their two children.

m At retirement: 12-month global tour (Europe, Asia,
Africa).

Probability of success: 96%, based on their regular
savings and modest lifestyle.

Purpose of Portfolio

m Provide steady growth of capital until retirement

m An inflation-adjusted, after-tax income of £XXX
every year in retirement.

m A lump sum of £ XXX upon retirement

Risk and Return Expectations

Based on the fact find, we agree that the clients’
acceptable risk rating is 5 on a scale of 7 (the
clients would be uncomfortable with a 20% drop
in portfolio value). We expect pre-tax, inflation-
adjusted returns of X% from cash, X% from bonds
and X% from stocks. We expect a dividend yield
of X% from stocks that will at least keep up with
inflation.

Time Horizon
Target retirement date is XX/20XX.

Target Asset Allocation

m Cash X%

m Bonds X% (break down by sub-asset class, such
as: Corporate, government, inflation linked)

m Property/REITs X%

m Equities X% (Break down by sub-asset class, by
geography and market capitalisation.

Diversification policy

No one fund or account should comprise more than
X% of a given asset class, except cash, with X%
threshold for rebalancing.

Rebalancing and review

m We will provide a detailed annual report for the
client review.

m The portfolio will be reviewed annually on 1
August and rebalanced accordingly, selling what
has gone up and buying what has gone down if
necessary

m New money will be used ongoing to help maintain
target asset allocation to help avoid rebalancing
transaction costs

m A review of progress and client circumstances
will be undertaken at our offices on the third
Monday in July annually. Any changes made to
the plan will then be subsequently reflected in the
rebalancing on 1 August.

Investment philosophy
(Your statement of investment principles)

Investment Universe

m The portfolio will be based on a core-satellite
model, with the majority in low-cost index
tracking funds and/or ETFs.

m Satellite funds will be geographic or sub-asset
class specific index funds, or carefully selected
active funds for purposes of diversification and
risk management (refer to investment philosophy
for selection criteria).

m No individual stock or derivative positions will be
allowed.
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