
No need to time the market
Market timing (buying when the market is low and selling when it is high)
is notoriously difficult – investors mis-timing their move by just a day can
mean taking unnecessary losses or missing out on substantial gains. Regular
investing removes the need to get the timing right.

Regularly investing small amounts of money into the market means
investors can benefit from something known as ‘pound-cost averaging’.

Pound-cost averaging: An illustration
An investor invests a monthly sum of £100 into a fund. In a month of
falling markets, they will get more shares for their money. If the market
rises, they will of course purchase fewer shares, but their existing shares
will also be worth more.

Over the long-term, this potentially means that the average price of the
shares an investor holds may in fact be lower than the average share
price for the investment period, since they have bought more shares when
the price is lower and fewer when it is high.

Splitting a lump sum investment
A similar principle can be applied if an investor has a large lump sum to
invest.

If an investor is concerned about volatility, it may help them to split the
sum into several monthly instalments and ‘drip-feed’ it into the market.
This reduces the need to time the market perfectly, and means that they
remove the risk of investing everything when the market is at its peak.

Pound-cost averaging
In a rising market

Average share price to investor: £8.57 (£300/35)
Average share price: £11.66 (£35/3)

Average saving per share: £3.09

In a falling market

Average share price to investor: £15.79 (£300/19)
Average share price: £18.33 (£55/3)

Average saving per share: £2.54

For illustration purposes only.
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Turning market volatility to your advantage
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Understandably, investors are often reluctant to invest new money when markets are
volatile. However, it is possible to make volatility work in their favour.
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Regular Share price No. of shares
investment purchased

Month one £100 £5 20
Month two £100 £10 10
Month three £100 £20 5

Regular Share price No. of shares
investment purchased

Month one £100 £25 4
Month two £100 £20 5
Month three £100 £10 10

For more information, please call the dedicated brokerline on 
0800 727 770 or visit www.jpmorganassetmanagement.co.uk


