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Introduction

So much has happened for investors in almost the twinkling of

an eye, it’s certainly time for a new edition of Investing For
Dummies.

You’d have to be around 100 years old to remember the last

time the world was so convulsed by economic and investment

markets crises.

Over the past couple of years we’ve watched a run on a small

UK bank, the forced nationalisation of two more, the collapse of

some of New York’s biggest investment banks, mayhem in the

US housing finance market, the bankruptcy of Icelandic banks,

the rescue of the Greek and many other smaller European

economies in the eurozone, record low interest rates almost

everywhere guaranteeing that savers get a bad deal, and the

rise of economies such as India and China – and that’s only

scratching at the surface of all the recent changes in the world

of investing.

On top of all that’s happened in the big bad world,

understanding investment has become more crucial than ever

thanks to the end of so many guaranteed pensions from

employers. Knowing about investments could almost have been

a hobby when I wrote the first edition of Investing For Dummies
nearly a decade ago. Now, you’re out there on your own with

pension investment decisions.

But not everything has changed in the investment world. No

matter how chaotic it may seem, or how complex the hedge

fund universe appears to all but those with a double degree in

investment rocket science, the essentials remain the same.



Investment markets are still a battleground between fear and

greed. How else to explain one set of investors bailing out a

country’s failing economy only to be replaced with others who

hope to profit from what’s left?

And neither Investing For Dummies nor any other source of

advice will ever be right all the time. If you can get more than

half of your decisions right and beat the averages, then you’re

doing as well as you’re likely to. This applies to the so-called

experts and professionals as well.

This book gives you the facts upfront and honestly. So you’ll

find no magic formula for wealth here. Besides, even if there

were a get-rich-quick recipe, I wouldn’t be telling anyone about

it; I’d be using it.

No one can predict which shares will do well (although that

doesn’t seem to stop people from asking me for sure-fire tips at

parties). But what I can provide is guidance to help you make

sensible decisions that suit your circumstances.

Investing involves more than understanding an economics

textbook or balance sheet. It involves understanding a whole lot

about human reactions to the ups and downs of money, plus

(really important) understanding how you react. And it’s

fascinating because it’s where you find all the drama of human

life, because investment values represent nothing other than

the combination of the minds of all the people involved in

investment markets.

Over the three decades and more that I’ve been writing about

money, I’ve continued to find investing a fascinating subject and

endeavour, and I’ve become moderately more well off than I

would’ve otherwise been. I hope that this book helps you

become fascinated with investing too. And I also hope that by



reading it, you’ll be better off than you would’ve otherwise

been.

About This Book

This book is designed to be read in several ways. It’s a reference

book, so you don’t have to read the chapters in chronological

order, from front to back, although of course you can read it

cover to cover, like a novel, to gain appreciation for the huge

variety of investment opportunities that are available. (If you

approach the book this way, I suggest doing so with pen and

paper at the ready so that you can note areas for further

research on the Internet or from publications such as the

Financial Times.) Or you can just pick a topic that interests you

or go straight to a section that answers a particular question

you have.

But my preferred way for you to read this book is to go through

Part I and then pick up on the investments that concern or

interest you. For example, after reading Part I you may want to

go straight to Part III to find out what collective investments are

because, say, an advert about collective investments has caught

your eye or a financial adviser has suggested one or two of

them. Likewise, you may want to skip the chapter on buy-to-let

properties because, say, being a do-it-yourself landlord is the

last thought on your mind.

Conventions Used in This

Book



I’ve tried to avoid jargon as much as I can, but know that the

investment world is full of it. Like all professions and

occupations, finance and investment have their own insider

language that’s intended to mystify outsiders. When I do use the

industry’s language in the text, I italicise the term and define it

for you in an easy-to-understand way.

Foolish Assumptions

While writing this book, I made some assumptions about you:

You’re either completely new to investing or have limited

information about it, and you want someone to help you

understand what investing is really about and what

types of investments are available.

You don’t want to become an expert investor at this

point in your life. You just want the basics – in informal,

easy-to-understand language.

You want to make up your own mind while using a guide

through the investment jungle. You want enough

pointers for you to risk only what you can afford to lose

and for you to make a worthwhile return on your hard-

earned cash.

How This Book Is

Organised

This book has five major parts, or themes. Each part is divided

into chapters relating to the theme, and each chapter is

subdivided into individual sections relating to the chapter’s


