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MODEL PORTFOLIOS OF LONDON STONE SECURITIES
At London Stone Securities we can offer advice on an individual 
share by share basis or we can offer strategies based on entire 
portfolios known as ‘model’ portfolios. The important thing is that 
unlike discretionary managed funds our model portfolios are tailor 
made to suit each individual client. 

This means that as an investor you have full control over your 
holdings and unlike funds where you pay Annual Management 
Charges (AMC) upfront, with our model portfolios you only pay if 
you buy or sell. That means you only pay if you think there is a 
change worth making to your portfolio. Furthermore and unlike 
traditional funds you can have your money back at any point with 
no lock-in periods or redemption charges. You can also specify the 
type of strategy that you feel is most suited to you and can even 
change these parameters if either your own circumstances change 
or the market conditions vary. 

Our team has the experience and knowledge to create any form of portfolio that you would like us to. So that means if you 
have an interest in small-capitalised companies, emerging markets or a very specific sector like renewable energy, we can 
devise an investment strategy suited to your individual requirements. 

The six most commonly used model portfolios are as follows:

1. Cautious (Low Risk)

This is a low risk model portfolio and is predominantly made up of high dividend paying shares within the FTSE100 portfolio. 
There is a high emphasis on capital preservation and it’s likely that this portfolio will offer a high income although this is 
likely to be at the expense of capital appreciation. This portfolio is a variation to our High Dividend Income (HDI) Strategy 
but follows broadly the same set of investment principles.

2. Balanced Growth (Medium Risk)

This is a medium risk portfolio where there is a mix of shares which offer either 
an income yield or potential capital appreciation. The companies that we focus on 
will typically be in the lower risk FTSE100 and FTSE250 markets and will generally 
be well-established, blue chip companies with a strong record. In most cases a 
core-satellite approach is utilised giving investors the ability to decide on the ratio 
between income and growth according to their personal investment objectives. 
This enables the portfolio to offer a risk to reward ratio that is just right for you. 

3. Growth (Medium-High Risk)

This is a medium-high risk strategy looking mainly for capital growth stocks in the market. The model portfolio will typically 
invest in main market FTSE100 and FTSE250 shares although the parameters can be changed to include higher risk markets 
and sectors if the investor prefers. There may be some instances where companies which pay a dividend yield are purchased 
but the yield in such instances is coincidental as it is only the growth that this portfolio is focussed on. 

4. Aggressive (High risk)

This is a high risk portfolio in search of the highest capital growth stocks from a broad mix of FTSE100, FTSE250, AIM and 
small cap shares and even companies on overseas exchanges. There is also likely to be focus on volatile sectors such as 
mining which there is the potential for larger capital gains. There is unlikely to be any income and individual shares within 
this portfolio will have the potential for large price swings, up or down. 

RISK
REWARD
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5. Speculative (Very High risk)

This is a very high risk trading strategy using short term derivatives 
including Contracts For Difference (CFD) and in some cases 
futures and options. With CFDs, the risk is increased through 
leverage which means that both the potential profits and losses 
are multiplied by a factor of 10. This strategy is only suitable to 
individuals with a high propensity to risk and who wish to take 
advantage of short term price movement fluctuations. However 
some clients may still choose to use this strategy with a small 
part of a larger more balanced portfolio. 

6. Exchange Traded Funds (ETF) (Risk Varies)

As an alternative to unit trusts and investment trusts we can also create portfolios where investors gain the same sort of 
exposure to diversified asset allocation but without the disadvantages of traditional funds. One area of explosive growth 
in recent years has been seen in Exchange Traded Funds (ETFs), which now compete directly with many of the funds in the 
marketplace. There are literally thousands of listed ETFs on the stock market today which can replicate existing funds at a 
fraction of the cost. Furthermore and because they are traded in the same way as shares you can buy and sell ETFs with 
relative ease and with minimal spread unlike with managed funds. The risks of ETFs vary hugely from one ETF to another 
and so it’s important that you choose the right ETF strategy for your circumstances.

Reducing risk by hedging through Derivatives 

Whilst options and futures are often used to speculate, they can also be used to hedge (i.e. reduce risk). For example an 
investor can buy a ‘FTSE100 Put’ option which protects a portfolio against the FTSE100 market falling. Alternatively you can 
take short CFD positions on the index or on individual shares to mitigate any market downturn. 

As part of an overall portfolio strategy, hedging is a useful way of reducing overall risk and can be used in combination with 
any one of the previous model portfolios. 

To enhance the return on a portfolio with little or no risk, an investor could even sell a ‘covered call option’ to earn a 
premium where the underlying shares are held. Again with derivatives there are many opportunities which many investors 
are not aware of, and with our knowledge and expertise we can guide you through this minefield.

Do I have any control over my chosen portfolio strategy? 

Absolutely yes. The important thing to recognise is that whilst we will be responsible for picking the shares on your behalf 
and of course reacting to the market news so that you don’t miss any opportunities, you can still have as much or as little 
control as you wish in terms of: 

• You can invest any amount into each recommendation (1% of deal value, min £100)
• You can choose not to invest in a particular company/sector 
• You can decide on the type of companies that you wish to invest in
• You can skew the portfolio towards a particular company or sector
• You can decide on the ratio that your portfolio follows between capital growth and income
• You can change the risk level of the portfolio
• You can change the time-horizons of the portfolio 
• You can choose to use stop losses as and when you wish or not at all
• You can change the strategy at any time to suit your circumstances
• You can liquidate the portfolio at any time and have the money returned to you with no penalty charges

Although you can choose to be very much involved in the construction and management of your own portfolio, we find 
that the majority of our clients prefer to leave most of the investment decision making down to us. After all that’s what 
they are paying us for. 
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If you feel that you fall into this category and would prefer this hands-off type of approach, that’s absolutely fine too. 
We will simply ask you a series of simple questions as part of our client profiling procedure in terms of your investment 
objectives, risk appetite and your preferred time-horizon.  We will then take this information and create a model portfolio 
and investment strategy which we feel most closely matches your requirements. And once again, you can change any of 
the variables before, during or even after the model is implemented. 

So it’s really up to you. 

What are the Risks?

There are always risks in any investment or portfolio strategy which is why you should take your time 
to consider the type of strategy that best fits your risk profile. 

If you choose to invest or trade in smaller companies like the AIM and small cap market or you 
invest into some small overseas shares or emerging market funds, then the risk of your portfolio will 
generally be high. If on the other hand you invest in companies which are well-established and sit 
primarily within the main FTSE100 and FTSE250 markets, then the risks are likely to be significantly 
lower. The risk parameters of the portfolio are therefore decided by you and of course you have the 
ability to change the strategy at any point if your circumstances or appetite for risk changes.

You should make sure that you understand the risks of the different products and strategies before 
you choose the portfolio that is right for you. You should also only ever invest money that you can 
comfortably afford to place in the stock market. 

Switching between model portfolios 

Unlike discretionary managed funds, each portfolio is bespoke and tailored to fit the investment objectives and risk profile of 
the client which is why no two single portfolios perform the same. For example one client may choose not to invest in tobacco 
companies for ethical reasons whilst another client may choose to always use stop losses. Similarly some clients may wish to 
be more active in their trading whilst others prefer to be more passive and hold positions for the longer term.

As a result no single account performs in the same way as any other and because of this you can change and adapt your 
strategy at any time if you feel that the portfolio is not performing as you hope. Similarly you can run two or three portfolios 
side by side and move funds from one portfolio to another depending on how well you feel that they are performing. For 
example you could invest in a cautious portfolio, balanced growth portfolio and growth portfolio and then transfer funds 
from one strategy to another according to their respective performances. 

Can I also do my own investing?

Yes you can. Your account will be set up as a ‘dual’ account which means that if 
you have a particularly good idea that you would like to act on, you can do so 
at our execution rate of just £10 (online). This gives you the extra flexibility of 
hearing our research, information and recommendations free of charge and only 
paying for those ideas which you feel are worth paying for. It also gives you the 
ability not to take our advice and do your own trading if you so wish. You really do 
have the best of both worlds and that’s another reason so many investors prefer 
this approach. 

Unlike giving your money to a discretionary fund manager where you have 
almost no say or input into what goes into or out of any particular fund, we have 
the ability to work with our clients on a more bespoke and personal level. And 
because we only get paid on the advice that our clients choose to follow, we are 
always incentivised to make sure that the quality of our research is second to 
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none.

How much does it cost?

Unlike with traditional funds there are no Annual Management Charges (AMC), inactivity fees, account opening or closing 
fees. In fact the commission that you pay to us is only registered when we actually execute a transaction on your behalf and 
this is 1% of the value of the deal size, minimum £100. 
Therefore if you buy £10,000 of company ABC this will 
cost you £100. 

For this you will receive market information, news flow 
and a specific investment recommendation including 
the best entry purchase price, whether or not to have a 
stop loss order and if so at what level, and monitoring 
of that position for as long as the position is open. 
Furthermore the cost includes your personal broker 
using our live trading platform to execute the trade at 
the best possible price. You will receive at the end of 
that day a ‘Trade Email’ detailing the transaction which 
you can keep for your records and you will also have online access where you can view the transaction, contract note, profit 
and loss and so on.

Because you do not pay us in the same way that a fund operates i.e. as an upfront annual % of the fund value, we earn 
our commission only a transaction by transaction basis. This means that we do everything in our power to ensure that the 
recommendations made to you give you the best possible chance of success. After all, if the previous recommendation 
made to you was not good then it’s pretty obvious that you’ll be less likely to take the next one.

It also means that you can keep a tight control on your portfolio charges as you control the frequency of transactions and 
therefore costs. If you only ever make one change to your portfolio once a year, then you will only ever pay for that one 
transaction. Our fee structure couldn’t be simple or transparent. 

What should I do if I’m interested?

That’s easy. If you haven’t already, register for a free account today 
by completing a simple registration form and providing two forms of 
identification. Within 24 hours you will receive log-in details to your 
trading account. 

One of our experienced advisors will then go through a client profiling 
questionnaire with you allowing you the opportunity to discuss 
your investment objectives and appetite for risk in more detail.  You 
can also ask for more reading material or even attend one of our 
educational workshops. All of the options will be made available to 
you and your advisor can even talk you through examples of model 
portfolios that we are currently running. From the answers that you 
give in the questionnaire we will begin work to suggest portfolio 

components and a strategy that most closely matches your requirements and which are reflective of the most recent 
market data. 

After any changes you wish to implement and with your agreement we will then formulate the strategy and using the funds 
that you have deposited into your account, we shall begin the first steps of creating your new portfolio.


