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I remember watching the television at my 

grandmother’s house and seeing grown men 

close to tears carrying cardboard boxes filled 

with their belongings as they shuffled through 

the revolving doors of the towering skyscraper 

in Canary Wharf. 

In my shaking hand was an envelope from 

the FSA. I opened it and read the letter. I was 

nervous and excited in equal measure. This was 

it, it was finally happening, my dream was about 

to come true after all of these years. It was 

supposed to be a joyous, celebratory moment 

which I wanted to share with my grandmother 

and mother but the mood, at least for me, was 

sombre and filled with apprehension. 

For years I had worked at some of the biggest 

and most impressive investment banks on 

the planet including Deutsche Bank and Royal 

Bank of Scotland before moving on to several 

specialist smaller investment firms where I 

learned and perfected my craft. At RBS my boss 

was the famous or perhaps infamous Sir Fred 

Goodwin who I recall at the time was revered 

as a demi-god who had the Midas touch. It was 

then personally strange for me to witness his 

fall from grace when it came to light during 

the 2007/8 crash that his decisions had led to 

the most spectacular crash of the bank that all 

witnessed. The fact that he got to keep his gold-

edged pension whilst thousands of people lost 

theirs would explain why the last time I saw my 

boss it was on the news where an angry crowd 

had gathered at his house to throw rotten 

tomatoes at his windows.

The DIP Strategy
I can barely believe that it has been more than 10 years since London Stone Securities 
was founded. My gosh, time has gone quick. I remember it well because on the very 
same day that I received my license from the Financial Services Authority (as it was 
known then), one of the world’s largest and most reputable investment banks at 
the time with a 150 year history, Lehman Brothers, went bust. Nice timing, hey?
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Nonetheless at the time RBS was a great place 

to work as was Deutsche. When working at such 

places you realise that you are always protected 

knowing that if you made a mistake there was 

an army of people who would identify it before 

it could do any harm. I had a team of people 

behind me whenever I needed them from 

researchers and analysts, to settlement staff 

and of course experienced mentors to always 

guide me. It was like a family. We were all in it 

together. It made you feel invincible.

But now I sat there on my grandmother’s sofa 

I was about to go out on my own and I was 

scared. Literally it was just me. I had no team, 

not a single employee. I was making the uneasy 

transition from having worked for multi-

national companies that turned over billions 

and with global staff that numbered in the tens 

of thousands to a company with no turnover 

and one ‘staff member’, me. It felt weird.

I wasn’t to know at the time but fast forward 

10 years, and starting my own business was 

probably one of the best career decisions that I 

ever made. Of course, opening a brokerage firm 

at the height of the worst financial crisis for a 

hundred years was never going to be easy but 

thankfully things worked out well for me. 

If anything, the crash did me a favour in an 

ironic sort of way. Because the market was so 

low it could only go up (famous last words) and 

so it was hard not to make money for clients. 

Everything I touched turned to gold or so it 

seemed. I would have loved to take the credit 

for it but of course it wasn’t me – the market 

was turning and although I didn’t know it at the 

time it would be the beginning of the biggest 

and most impressive bull run we had seen for 

decades.

For as severe and awful as the crash was, the 

recovery was just as sweet.

That said there were many FCA regulated 

companies that didn’t last for more than a 

year, two at most and because I kept abreast of 

developments I know exactly why they failed. 

And whilst I don’t wish to kick anyone while 

they are down these firms and their directors 

have nobody to blame but themselves but 

more about that later. 

Certainly, I didn’t have a superior business 

model to them and so one could ask why my 

business survived and theirs didn’t. In fact, why 

did scores of businesses disappear whilst others 

like mine remained? What was it that we were 

doing that others weren’t?

Well actually a better question would be to ask 

what were they doing that we weren’t? You see 

the reason that most of these businesses failed 

was not because they lost money or fell into 

financial difficulties, although that did happen 

to a few. They failed because they were struck 

off by the regulators. 

So, I will tell you in just one word what I had 

and what all the ones that failed didn’t have. 

Honesty. 

The firms around me wanted to win at all costs, 

and were willing to take risks that I wasn’t 

prepared to take. As a result, and for many of 

the earlier years they benefited handsomely 

from their higher risk appetite but eventually 

things caught up with them. They always do.

Play with matches for long enough and 

eventually you will burn your fingers, my mum 

used to tell me. She was right. Thanks Mum for 

saving me (again).
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A Different Philosophy

My philosophy was always very different. I wanted to win but only if my clients 
could win too. It wasn’t always possible for both to win because the market (even 
a good one) could at times be unkind but to reach a win-win scenario was always 
my intention and I never strayed far from that principle. I still believe and apply this 
same principle today. Of course, following such a strategy would inevitably mean 
that sometimes the business might have to go without or in extreme cases both 
the firm and client would go hungry but that was a price worth paying then and it 
would still be worth paying today. 

For example, if your recommendations and 

strategy only make 3% in the entire year 

then what do you do as a firm? Do you keep 

2% as your fee and the client keeps 1%? That 

doesn’t seem fair to me especially as the client 

is taking all of the risk. What happens if your 

recommendations loses money? As a firm do 

you reduce your fees? Do you have waive them 

altogether? Or do you say well that’s too bad, 

the client knew the risks? These are not easy 

questions to answer.

I guess you could say that I always strived 

towards a long-term vision rather than a quick 

term fix. 

Don’t get me wrong. I can understand that 

for some businesses it wasn’t always an easy 

choice. To be fair it wasn’t always easy for me. 

Even with the best of intentions you still have 

to think about putting food on the table for 

your wife and kids when you get home that 

night.

So the question becomes do you charge the full 

fee, risk pissing off the client and pay your bills 

or do you reduce your fee because performance 

has been below par, keep the happy client and 

not pay your bills?

This was my world and others like me, but it 

wasn’t the world of others. 

Other firms were just plain greedy. They had 

plenty of money to pay the bills, but they still 

preferred to screw the client over. The truth 

is that these firms wanted to make money 

and they wanted instant results, immediate 

gratification. Business doesn’t work like that. 

Even Steve Jobs had to work in his garage 

before the tech giant Apple became what it did.

We shouldn’t forget that Rome wasn’t just 

not built in a day, it also took a lot of bloody 

hard work. I feel that sometimes investment 

managers in my field underestimate how much 

work that can be. I’m not suggesting for a 

moment that they don’t work hard. All business 

owners and entrepreneurs do.
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However, investment managers are a special 

type of animal because they are not building 

or creating anything. Essentially, they are 

just shifting money around from one place to 

another, in fact not even money but numbers. 

It’s their job to make their clients as much 

money as possible and at the same time 

reward themselves handsomely in the process. 

However, all of this money comes from just one 

place – the stock market. 

The stock market therefore needs to feed both 

the investment manager and the client. And 

that means only one of two things – either the 

stock market has to be particularly generous or 

the investment manager has to be particularly 

good. 

When the market isn’t generous, and/or the 

investment manager isn’t particularly good 

then we have a problem. And it is in such 

scenarios when the managers fall short that 

they are tempted to take short cuts. Sometimes 

unintentionally but often in desperation. 

You see the bar is set so unrealistically high that 

earning what would be considered anywhere 

else a ‘good’ salary is scoffed at in the City. If you 

don’t earn ‘big bucks’ you shouldn’t be part of 

the club. That’s how it feels. I was never part of 

the club because I never got anywhere close to 

big bucks during those early days. In fact, I had 

taken a substantial pay cut from my previous 

job to go it alone. 

That was hard for me. It was hard to see people 

that I had previously worked with, that I knew 

were not particularly talented and who had less 

than half of the knowledge that I did, who were 

now earning twice as much as me. However, 

what was even harder was knowing that they 

did so simply because they were playing fast 

and wide. They were taking big risks.

I also knew that the risks were being taken with 

their clients and that wasn’t something that I 

was prepared to do. It was wrong and immoral 

but I kept my mouth shut because it wasn’t my 

place to say. Eventually it would all come out in 

the wash, their clients would wake up and see 

that they were always on the losing side of the 

trade, and the regulators would eventually go in 

and shut them down. And that’s exactly what 

happened. 

So, despite the frustration, not knowing 

whether I was even doing the right thing with 

my business model, I stuck to my game plan 

and what I believed in because in my heart I 

had faith that it would be just a matter of time. 

It was the classic hare and tortoise scenario 

except the hares weren’t falling asleep close to 

the finishing line – they were getting red carded 

for foul play and being forced to leave the race.

In my mind to see me through the harder times, 

I repeated the mantra ‘from small acorns do 

big oak trees grow’ which helped until another 

thought would come along to ruin the party like 

“how big is this bloody tree and how long is it 

going to take?”. Anybody who knows me will tell 

you that patience isn’t one of my virtues. 

Unfortunately, the get rich quick mentality 

in the City is everywhere and it encourages 

everyone to go too hard, too fast. That only 

ends up with bad consequences. I suppose 

because I had seen it so many times before, I 

had an unfair advantage. I already saw the car 

crash waiting to happen several miles in front of 

me whilst others were speeding ahead.
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It’s not even that these firms are going out of 

their way to rip their clients off. They were just 

being reckless in pursuit of money. In an ideal 

world they would want their clients to also win 

but that rarely happened. The pie was only so 

large, and they were taking way too much of it 

for it to be sustainable.

In those early years the pressure to succeed for 

most is so great that they push the envelope too 

far in search of those precious pieces of green 

paper. If start-up firms can’t get their revenue 

going within a few months they can’t cover 

their huge overheads, a big chunk of which goes 

to expensive office space in the City of London, 

and it doesn’t take long before new companies 

go out of business. 

Eventually something has to give and it usually 

does. Either they lose their clients because of 

bad trading decisions or they lose their licence 

because of bad compliance decisions – or both. 

That was the trend I saw developing.

And so eventually as these fly by night firms 

disappear one by one, what you are left with 

are those businesses that are sensible and 

modest in their investment approach and who 

also follow strict compliance controls. There is 

nothing wrong in following strict compliance 

controls, and in fact it’s the only way to be if you 

want to sustain a long-term business. However, 

the ‘modest investment’ approach does also 

pose a new interesting dilemma.

LONDON STONE
S E C U R I T I E S
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Sheep Mentality

You see I believe that most investment and 

wealth managers don’t have any interest to try 

to beat the stock market anymore because they 

believe that the risk that they must assume to 

achieve that higher return just isn’t worth it. 

Think about it for a second. 

If a firm made say 20% for a client in one year 

when its competitors and the market index is 

averaging say 10%, then at best they might get 

a pat on the back but essentially that would 

be it. But what risk would they have to take to 

achieve that 20% and what if it went wrong?

Most critically and even with one stellar 

year performance there wouldn’t be a 

significant increase in the AUM (Assets Under 

Management) and if there is no increase in AUM 

then the investment or fund manager isn’t 

going to make a huge amount of extra money. 

Of course, if the fund manager is on a 

performance related structure like some hedge 

funds might be then that might change the 

dynamics a little, but I would still argue that in 

all cases the long-term over-riding objective is 

to increase the AUM. That’s what every fund 

You now have a situation where the ‘genuine’ firms that remain in existence all follow 
the same tried and tested ‘modest investment’ format which means that nearly 
each investment management firm is getting a very similar result. Unsurprisingly 
these results are very close to the underlying benchmark index. Clearly this isn’t a 
coincidence, it’s intentional. 
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strives for and it’s how they make their money 

– as a % of the AUM. The bigger the AUM pot 

and the more money that will be made next 

year and every year thereafter. 

And the only way to attract more client funds 

is to consistently beat the market i.e. the 

fund managers need to beat the market % 

consistently for at least 3 or 4 years before 

they can really start to promote their fund to 

the masses. After all investors know that one 

hot day doesn’t make a summer. And most 

managers know that if they beat the market in 

one year that is probably more fortuitous than 

down to any skill.

However, let’s now assume that the higher risk 

trading strategy doesn’t pay off and so instead 

of outperforming the index it underperforms. 

The risk of a client moving their money out of 

the fund is now much higher. That’s because 

clients care less about making money as they 

do about losing money.

In other words, the risk of trying to be clever 

and beat the market isn’t a sensible strategy for 

most fund managers. It pays to be safe. 

Now of course there are higher risk funds 

which are specifically set up to aim for higher 

returns, emerging market funds, speculative 

small-cap funds and so on but that’s not what 

I am talking about here. For those funds that’s 

fine, the client knows the risks and is accepting 

of greater variations in return. The investment 

manager also is comfortable with the risks 

because they know if it goes wrong there won’t 

be a long queue of clients looking to exit his or 

her fund at the end of the year.

But for the vast majority of the investing 

population who opt for ‘balanced return’ funds 

it is clear that investment managers really put 

the brakes go on and the sheep flock mentality 

appears.

I repeat; the worst thing to happen to any 

investment or fund manager is to lose AUM. 

If they get things really badly wrong in terms 

of performance they could easily have a mass 

exodus of money as clients lose confidence. 

So now you see we have a problem because 

apart from a few aggressive ‘alpha’ which are 

intentionally set up in pursuit of above average 

market returns, the rest are huddled together 

like a flock of sheep, not one of them brave 

enough to leave the pack. And not without 

good reason. 

After all they have seen countless times what 

has happened to those brave (or stupid) sheep 

that have ventured out in search of greener 

pastures. Whilst a couple may have made it to 

the top of the mountain where the grass is so 

much sweeter, they will also have witnessed 

most of their friends falling off the edge of the 

cliff.

Investment managers unsure of whether they 

should stick or twist, isn’t the only dilemma. 

I also had my own dilemma and it was just as 

challenging. 
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My dilemma

In summary I was a small, start-up firm trying to 

emulate the business model of an established 

one. You see executing only a few trades, using 

no leverage, charging an annual % of the assets 

under management only worked for firms that 

had already achieved a critical mass in terms of 

AUM in the first place. It didn’t work for new 

companies like mine that was still establishing 

itself in the market place.

Think of it like this. If a fund has say £100 

million under management and it charges 1% 

then that’s a million pounds of revenue before 

costs. Once you take out the costs of the office, 

salaries, marketing, clearing and settlement, 

administrative fees, legal, insurance, FCA fees 

and so on, you may be lucky to walk away with 

say £300,000. It’s a lot of money for any other 

profession but not really for a fund manager 

in the City. Even so, it’s still most definitely a 

business that works and pays the bills.

But what happens if are just starting out and 

you don’t have £100 million. What happens 

if you have say £10 million. Now if you charge 

1% you now have made just £100,000 and you 

still have all of the other costs to consider. Just 

having a small office in the City will set you 

back £50,000 for the year. As you can see the 

business model doesn’t work.

And that’s the dilemma that these smaller firms 

face and it’s why so many of them are in search 

of higher margin products. Before it used to be 

principal dealing in penny shares before it was 

abused and the FCA rightly stamped it out and 

as a result dozens of firms went out of business. 

Then when that market all but disappeared 

or the margins were slashed firms had to be 

creative and so instead of margin they moved 

over to leverage and there was a boom in 

CFDs. You see if a firm has £10million under 

management and invests only in shares then 

there total AUM is just £10million. As you have 

seen the model doesn’t work – the firm can’t 

make money. So, what do they do?

Well if that firm decides to trade in CFDs they 

can multiply that £10million into £100 million or 

even £200 million and now all of a sudden, they 

can charge the same 1% (or less) and compete 

with the big boys. Wow – imagine that - they 

have just artificially inflated their AUM from 

£10m to £100m.

The problem with this model is that the risks are 

super high and when things go wrong they go 

badly wrong. And so once again the FCA saw this 

and rightly stamped it out which is why you have 

seen scores of CFD brokerage firms go bust.

So here I was trying to do the right thing and following a low risk business model 
where I wasn’t churning client portfolios, I wasn’t trading in principal penny stocks, I 
wasn’t overcharging on fees and yet I still had all the overheads of my competitors. 
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Now I’m not going to pretend that I can predict 

the future but I did see this coming. Both for 

the penny shares and for CFDs which is why I 

didn’t get involved in either. For many years my 

competitors thought that I was mad because 

they were making millions and I wasn’t. Now I’m 

here to tell the story with a stable business and 

they are not. 

And when CFDs began to get the heat the 

‘small’ firms went onto foreign exchange and 

then some even went on to even binary options 

and now it’s crypto currencies. The cycle will 

never stop of course.

The truth is that the only way to build a business 

is from the bottom up by giving the client value 

for money. Clients aren’t stupid. You can only 

gamble with somebody else’s money for so long 

before they pull the plug on you so why do it in 

the first place. It makes more sense to not be 

greedy and to earn a small amount of money 

and build slowly. That’s how all great businesses 

are built. It means sacrifice in those earlier years 

for success in later years.

Otherwise what is the difference between you 

as an FCA regulated company and a boiler room 

in Barcelona selling unregulated investments? 

Ultimately your objective is the same – make as 

much money as you can and screw the client. 

That’s not a sensible business model.

So, whilst my competitors continued to chase 

the high margin and high leveraged products, 

burning their clients as they went along, I was 

gradually building up my clients and AUM. It 

wasn’t rocket science but it worked. I knew 

that I was young enough (just about) to try and 

build something for the future that one day my 

children may want to take over from daddy. 

And I was confident in my ability and from my 

experience having worked and trained with 

some of the finest brains in the City. Moreover, I 

figured that if Mr Hargreaves and Mr Lansdowne 

could do it then why couldn’t I do it.

Hargreaves Lansdowne and St James Place 

began from somewhere, right? And now they 

both have tens of billions of pounds under 

management and they can charge just a small 

percentage of those funds under management 

and still do very well for themselves. The same 

principle goes for Fisher Investments and many 

others. 

However, the really interesting thing for me 

was not that I was a small player, slowly making 

a name for himself and following a business 

model that was typically reserved for the big 

players. It was the fact that this gave me time 

to think. 

Businesses that engage in high risk trading 

such as CFDs have less time because they are 

constantly battling with client complaints, a 

high turnover of demotivated staff, compliance 

issues and so on. I on the other hand was happy 

to buy Vodafone for my clients and sitting on 

it. That gave me time on my side and so I used 

it wisely.
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My strategy to  
increase AUM

Also, for me the risks were much less because I 

had less to lose in terms of AUM. I wasn’t like a 

£100 million fund that if I lost 10% of my AUM 

the fund would lose £10million. Because I had 

less to lose I had less to risk. Besides because 

I had personal relationships with all of my 

clients I had a distinct advantage and so I could 

probably afford attempt to beat the market and 

if it didn’t work out I believe that they would be 

more forgiving. In other words, I could set out 

my plan beforehand to the client and if it didn’t 

work out they would be less likely to leave. 

Those clients that didn’t want me to try to beat 

the market could just stick with the original 

Vodafone plan.

Suddenly all of the disadvantages of being 

a small firm i.e. having fewer clients, a small 

AUM, having my time-consumed because of my 

personal relationships etc. were now working to 

my advantage.

So instead of searching for the next high 

margined product like my competitors were 

doing I began to put all of my energy into what 

I could do to beat the market. I realised that 

this was the best way in which I could increase 

my AUM. I had to find a way to add value to 

clients and prove that it worked. If only I could 

find a way to improve performance then I could 

attract more clients, increase my AUM which 

in turn of course would mean making more 

revenue. The business was taking care of itself 

and the bills were being covered and so I got to 

work and my research. 

Searching for a way to beat the market wasn’t 

new to me. Ever since I decided be a stockbroker, 

having watched that fateful film in the 1980s, 

‘Wall Street’, starring Michael Douglas, I had 

always been looking for the holy grail of 

investing. I was always fascinated with how 

there was a small elite of people in the trading 

community that were doing something that 

the others weren’t to achieve above average 

returns.

From my research I soon discovered that some 

of the best traders in the world were usually 

right only about 70% of the time and to be 

successful you actually only needed to be right 

51% of the time. I don’t know anybody who 

beats these statistics not even the big man, Mr 

Warren Buffet himself. Those numbers amaze 

me, even today. You don’t need to be great, 

you just need to be a little bit better than your 

competitors. 

After much thought and lateral thinking, I realised that there was a gap in the market. 
I realised that because so many firms and investment managers were scared of 
trying to beat the market in fear of losing their clients and AUM, that I had no 
competition. If I could find a way to beat the market, to give superior returns to my 
clients then I could attract clients more quickly. 
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Tony Robbins once said that if you ever find 

yourself in the woods running away from a 

grizzly bear that is trying to catch you, you 

don’t need to be fast. You just need to be a little 

bit faster than the guy behind you. The same 

goes for trading. Trading is a zero-sum game 

and so as long as you are slightly better than 

somebody else and you have an ‘edge’ then you 

will be successful.

So that’s what I started looking for. So, I tried 

different strategies and approaches and then 

back tested them over many years. Some 

worked and some didn’t. On many occasions, 

I thought that I had finally discovered the 

strategy that consistently won, but then after 

about six months the strategy stopped working. 

That happened a lot.

And then it got me thinking. What if I was 

looking in the wrong place? Maybe the answer 

was much easier and closer to home than I first 

thought. So, I broke everything down to the 

basics, and I realised that there was just one 

equation that I had to solve to be successful. 

Instead of looking for how to beat the market I 

just thought about risk and return.

All that I had to do was to find a way to improve 

the returns for my client without increasing the 

risk. But was that even possible? After all, ask 

any trader or professional investment manager 

in the world, and they will tell you that this is 

the ‘holy grail’ of investing. If I could solve this 

problem then I could be consistently in the 

plus 51% group – in fact probably much higher, 

maybe 60% or higher still. 

So, I then broke the building blocks down 

further and looked at what a ‘profit’ even 

meant for my clients. Well it consisted of two 

things, income and capital growth – that was 

it. So rather than thinking about profit I just 

thought about income and capital growth. And 

after much more reading I realised that the vast 

majority of any profit was from income and 

accumulated dividends that were reinvested 

using compound interest.

Take the FTSE100 market for example. In the 

year 2000 the market was at 7,000 and nearly 

20 years later it is still at 7,000 – so where is the 

capital growth? There isn’t any. But investors 

still made money so how did they make money? 

– it was from the income. That was a eureka 

moment.
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Income & Dividends
All of my focus now shifted to income and dividends because I knew that this was 
where the answer to the holy grail, if there even was one, would be. And eventually 
after much searching I found the answer. It wasn’t the holy grail because I realised 
that a ‘holy grail’ in the purest form didn’t actually even exist. The idea that there 
is this one special strategy that can consistently makes money all of the time no 
matter what the market conditions is a fairy tale. It doesn’t exist or if it does it’s so 
well hidden and shrouded in secrecy that I will never find it.

But that’s okay, because I found something 

nearly as good and importantly low risk. That 

was the key.  The question was how could I 

reduce the risk and maintain the same return, or 

alternatively maintain the same level of risk and 

increase the return? The third way is to reduce 

risk and increase return but unsurprisingly 

that’s not easy to do.

However, I found a strategy where I was able to 

maintain the risk and increase the return. It’s a 

strategy that uses only the lowest risk, highest 

dividend paying FTSE100 companies and so if 

my strategy was ever to be accused of being 

boring it would undoubtedly answer smugly 

“Guilty as charged your honour”. 

And so now when all said and done, I can finally 

write this with great pride in the knowledge 

that I feel that I believe that I have found an 

investment approach which genuinely works. 

It isn’t the answer to every market conundrum 

and it won’t give you huge returns (although 

sometimes it has) but if you are anything like my 

clients, then you are probably not interested in 

massive return because you know with massive 

return comes massive risk.

The irony is that after so many years of 

developing and testing the solution that what 

I have come up with isn’t rocket science and 

perhaps for so many that is the problem. That’s 

because there are too many ‘experts’ who over 

complicate the world of finance in search of this 

so-called holy grail. I know because I was one 

of them. I always thought that the holy grail 

existed and searching for it for years has not 

helped my progress, it’s hindered it.

And that’s why the moment that I realised that 

a holy grail wasn’t necessary was a ground-

breaking event. Yes of course an investment 

strategy that never failed under any 

circumstances and consistently made money 

whatever the market conditions, would be 

great. But if I could find a strategy that worked 

most of the time under most market conditions, 

that would be a pretty impressive close second. 

But my strategy that was already working was 

about to become even better.

If realising income and dividends was my 

first eureka moment then my second eureka 

moment was the realisation that to make 

money I didn’t have to focus on making money 

as strange as that sounds. What I had to do was 

to focus on not losing money. 
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Focus on your losses

With any investment it can only do one of two 

things. Either it can go up or it can go down. 

The problem is that 99% of the focus for most 

investors is on the up and just 1% is on the 

down. So, I turned that equation upside down 

on to its head. What if I just concentrated on 

the downside, on the risk. What would happen 

if I could create a strategy that would focus on 

risk instead of return?

I knew that if I could just mitigate the risk then 

the profits would take care of themselves. And 

it’s true and I will prove it to you.

Take out your share portfolio now and have a 

look at the numbers. What do you see? Some up, 

some down, some breakeven, right? Okay. Now 

look at those shares which are underperforming 

and delete them from your P&L calculation. 

What happens to the return of your portfolio?

You see? The profits take care of themselves. 

Good companies will continue to grow, pay 

dividends and make you money. That’s what they 

do. The losses however need your attention.

The two golden rules of trading (apart from 

Mr Buffet’s rules) are 1) to let your profits run 

and 2) to cut your losses short. In reality, most 

private investors do the opposite. They take 

their profits too soon and they let their losses 

run for way too long, in some cases indefinitely 

in the hope that one day they will miraculously 

recover. Of course, they never do.

And the good news is that if you have an 

average portfolio, you probably don’t have too 

many losses. In fact, you probably only have no 

more than 1 or 2 shares out of every 10 which 

are losing, most of them should be winning 

or break-even. The problem is that those one 

or two shares can do all of the damage. In 

other words, if you have a portfolio of say 50 

companies you probably only have half a dozen 

really bad eggs in that bunch and without them 

your portfolio would be significantly better.

You may even have a Carillion for example with 

a value of zero! How much damage can that do 

to a portfolio?

I followed this exercise literally hundreds of times 

for my clients and prospective clients and the 

result were remarkably similar. I found that if I 

could remove the failing 25% of any investor’s 

portfolio I could improve the performance by 

more than 50%! Now that was a trade that I liked. I 

was getting two to one on my money, so to speak.

Follow the same exercise and see if it works 

for you. Remove the 25% of your most 

underperforming shares and see how much 

your performance increases. 

In conclusion I realised that a share portfolio is 

underperforming or not reaching its potential 

not because of the lack of winners but because 

of the losers. It’s not because the winning stocks 

are not winning enough but because the losing 

stocks are losing too much.

Think about it. Everybody is so caught up in trying to make money that they forget 
that the first rule of trading is not to lose money. Isn’t that Warren Buffet said – there 
are only two rules of trading. Rule number 1 is not to lose money and Rule number 2 I 
not to forget Rule number 1. In other words, your focus should be to search for making 
money but to reduce risk. You see I have a theory and it goes like this. 
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The System –  
Try it for yourself

I just use my own system. And like all good 

systems it has a name. I call it the ‘Dividend 

Income Plus’, which I refer to as ‘The DIP’. It isn’t 

the only system in the world and it’s probably 

not even the best system in the world but it is 

effective, it does work and most importantly it 

has stood the test of time.

And now finally I’m at the point where I’m 

sharing it with the world. I’m sharing it because 

I want to and because I can. It’s mine to share 

if I want to, right? So why not. Unlike many 

others who plagiarise I have absolutely no risk 

of somebody saying that I stole their idea, 

because I didn’t. I have years of research, papers 

and trades to prove it if ever challenged. 

Many of you reading this article won’t know 

about me or my background and now is not 

the time for me to tell you my personal story. 

However, suffice to say that I am not your 

average investment manager. I want to make a 

difference if I can. 

You already know a little about me – you know 

that my goal is not to make lots of money at 

the expense of my clients or at the expense of 

other investors. If that was my goal I could have 

traded aggressively in principal penny share 

dealing or CFDs like so many others but I didn’t. 

I had a plan to do things differently and the plan 

so far is working.

I’m still a way off from HL and SJP, but I am 

on the right trajectory and now I have my DIP, 

something that I am incredibly proud of, I know 

that I have just shortened the distance.

Now I know what you are thinking. What 

happens if others copy my system. What if 

others copy my system and pass it off as their 

own. Well that’s possible. But I am a man of God 

and so I don’t worry about things like that. God 

has his own way to punish cheaters, liars and 

thieves.

And besides I don’t actually mind if people do 

use my system. As long as they give me the 

credit for my hard work then I think it would be 

the best testimonial that I could get. Imagine 

that – a big investment bank using a system 

by little old me. Maybe some fund managers 

and investment banks use their own similar 

strategy but nothing that I have ever heard of. 

I genuinely believe that what I have created 

doesn’t exist anywhere in the world.

If it does then it would be on the internet 

somewhere. I have searched, nothing at all. 

Nothing even close.

So finally, here I was. I had worked out a system that worked for me and my clients. 
It was a simple system, ridiculously simple, but it worked. It was based on income 
and reducing risk. I wouldn’t care about the profits. Long gone now are the days that 
I worry about picking stocks at one price and trying to sell them at another price.
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The irony is that the principles are simple and 

available to everybody and I don’t believe that 

I am particularly more intelligent than anybody 

else. Maybe I was just looking somewhere that 

others didn’t think to look.

The most important thing is for me to now 

share what I know and for private investors 

especially to know that they have control over 

their investments which in turn will lead to 

control over their future. My family never had 

that when I was a kid growing up and I promised 

myself then that I wouldn’t want other 

disadvantaged families to go through what me 

and my siblings went through.

Besides there is plenty of money to go around 

for everybody. If private investors use my 

system and make money that won’t reduce how 

much money that I can make for myself and my 

clients.

Which brings me to my final point. If you are 

reading this and you have your own business 

then you will already know – the only sustainable 

business is one in which the business makes 

money with their clients. It always has been and 

always will be my goal. I am sure that it’s your 

too.

I don’t want to make money from my clients but 

with clients. I know that it is possible. You just 

need strategy, a bit of faith and a little capital. 

That’s pretty much it.

Thanks for reading. And apologies for the length 

of this article. Once I start writing I sometimes 

find it difficult to stop.

If you are interested to know more about the strategy feel 
free to visit www.londonstonesecurities.co.uk/thedip
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London Stone Securities Limited is registered in England and Wales, No: 6464964.  

Authorised and regulated by the Financial Conduct Authority, No: 479827

Investments can go up in value as well as down, so you could get less than you invested. 

This information does not constitute personal advice and you should speak to your financial 

advisor before committing to any pension product. Information in this document is for 

reference use only and its accuracy cannot be guaranteed and is subject to change.
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