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Investing is something
we all need to do.

It's also hugely important
to get it right.

If you do, it can help you realise your dreams and
ambitions and enjoy life to the full. Get it wrong, and
you risk being unable to afford the life you desire.

With so much resting on doing it well, you'd expect
investing would have been exposed to thorough empirical
research. You'd expect there to be a broad academic
consensus on the best way to invest, firmly based on what
has been proven to work in the past. You'd also think that
all financial professionals would have studied this evidence
in detail and applying it to their daily work.

Well, there's good and bad news.

The good news is that, yes, investing has been

thoroughly researched by the academic community.

There's plenty of independent, peer-reviewed and time-
tested evidence, dating back to the 1950s. Several of
the academics responsible for it have won a Nobel Prize
in the process.

The bad news is that the bulk of the traditional financial
services industry — private banks, brokers and advisers
- continue to recommend strategies that ignore the
evidence altogether.

While every business will tell you they’re different, AES
believes the entire system is broken and needs to be
turned upon its head.

Our process will give you privileged access to an
extraordinary Nobel prize-winning evidence-based

investment strategy unavailable to ordinary investors.

This is all about doing a few things exceptionally well,
common sense and the basic principles to follow.

Most importantly, it's all about you.

Epefotbome
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A scientific framework
for investing
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Historically, though, science has had little influence

Science and technology have
prOduced many :tremer‘]dOUS Despite advancements in modern portfolio theory and
advances, from ||fe-saV| ng historical evidence, investors and money managers

often rely on outdated methods. These include

on investing.
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medical treatments to instant

) ) traditional wisdom, emotions and flawed assumptions
communication. promoted by those with vested interests.

The systematic, evidence-based investment movement
exposes the many shortcomings of this conventional
approach and provides a tested road map to successful

investing.

The objective is to maximise your net returns and
optimise expected outcomes — all while minimising risk

and protecting portfolios from market downturns.

Key principles to improve
your chances of success

The most common investment
objective is to increase the
probability of meeting your
future life objectives.

Improving the odds a little every year creates a high

probability of success in the long run.

The ten principles next will help you avoid the
dangers of market timing, stock picking, high costs,
and ad hoc investment decisions.

They will help you take advantage of opportunities
provided by efficient capital markets and provide a

systematic, time-proven way to reach your financial goals.

@ 05




Y3 eSM SV

1.

Embrace market pricing

The market is an effective information-
processing machine. Each day, the world
equity markets process billions of pounds
in trades between buyers and sellers —
and the real-time information they bring
helps set prices.

W

$633.9B
World Equity
Trading in 2023

(Daily average)
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Don't try to outguess the market

The market'’s pricing power works against
fund managers who try to outperform
through stock picking or market timing.

As evidence, only 18% of US-domiciled equity funds and 15%
of fixed income funds have survived and outperformed their
benchmarks over the past 20 years.

Resist chasing performance

Some investors select funds based on
their past returns. Yet, past performance
offers little insight into a fund's future
returns.

For example, most funds in the top quartile of previous
five-year returns did not maintain a top-quartile ranking
in the following five years.

Equity

Fixed
iIncome

US-domiciled fund performance, 2004-2023

2,860 Beginning

45% Survivors
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18% Winners

1,655 Beginning

49% Survivors

- 15% Winners

Percentage of top-ranked funds that stayed on top

Top 25%

22% 100% Equity

Income

Previous Funds remaining in top quartile of returns in the following five-year period
5 years (2013-2023 average)
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Let the markets work for you £9’ 233 3
UK marketwide value
The financial markets have rewarded
long-term investors. People expect a v
y?

positive return on the capital they supply,
and historically, the equity and bond
markets have provided growth of wealth
that has more than offset inflation over
the long term.

£53

UK treasury bills

Growth of a Pound, 1956-2023
(compounded monthly)

1956
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Consider the drivers of returns

There is a wealth of academic research
into what drives returns. Expected returns
depend on current market prices and
expected future cash flows.

Investors can use this information to pursue higher
expected returns in their portfolios.

Equities

Com pany Size  Small company stocks outperform large company stocks over time.

Fixed income

Wider term spreads generally lead to higher expected
Term

returns for longer duration bonds.

Wider credit spreads generally lead to higher

Credit

expected returns for lower-rated bonds.
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Practise smart diversification

Holding securities across many market
segments can help manage overall risk.
But diversifying within your home market
may not be enough. Global diversification
can broaden your investment universe.

Single market example

MSCI United Kingdom Investable Market Index (IMI)

1 country, 322 companies

Global market example

MSCI ACWI Investable Market Index (IMI)
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Avoid market timing

You never know which market segments
will outperform from year to year.

By holding a globally diversified
portfolio, investors are well positioned
to seek returns, wherever they occur.

2009 2011

|

HIGHER
RETURN

LOWER
RETURN

|
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Annual returns by market index

- Developed markets ex UK
Emerging markets
Global credit

Global real estate

2013 2015 2017 2019

Government bonds
Short-term government bonds
UK treasury bills

UK equities

2021 2023
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Manage your emotions

Many people struggle to separate their
emotions from investing. Markets go up
and down. Reacting to current market
conditions may lead to making poor
investment decisions.

Look beyond the headlines

Daily market news and commentary can
challenge your investment discipline.
Some messages stir anxiety about the
future, while others tempt you to chase
the latest investment fad.

When headlines unsettle you, consider the source and maintain
a long-term perspective.

16@E
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Optimism

SELL

THE TOP 10 FU

Avoid reactive investing

Elation

Nervousness Optimism

Fear

RETIRE RICH
STOCKS NOW

THE LOOMING RECESSION

NDS TO OWN

MARKET HITS RECORD HIGH

SING MARKET BOOM

HOU
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Focus on what you can control

A financial life manager can offer expertise
and sage guidance to help you focus on
actions that add value. This can lead to a
better investment experience.

&) Create a Life Strategy to
fit your life needs and risk
tolerance

) Structure a portfolio
along the dimensions of
expected returns

) Diversify globally

@ Manage expenses, turnover
and taxes

) Stay disciplined through
market dips and swings
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The AES process is built
upon a systematic
investment approach.
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On evidence, not speculation.
Here's what the experts say:

66

In science, what you want is the
minimum number of factors that
will explain something, not the
maximum number.

Eugene Fama

Distinguished Professor of Finance at the University of
Chicago Booth School of Business, Nobel laureate and
a member of the Board of Directors of Dimensional
Fund Advisors

66

This investment approach is easy

to communicate, is verifiable, and

is eminently defensible.

Rex Sinquefield

American businessman, investor, and philanthropist
who has been called an “index-fund pioneer”

66

Everything in life, individually
or socially, is a trade-off. We
determine the risk levels we're
willing to tolerate.

Robert Merton

Distinguished Professor of Finance at MIT Sloan School
of Management and University Professor Emeritus at
Harvard

66

Control what you can control.

Dave Butler

Co-Chief Executive Officer and Head of Global Financial
Advisor Services at Dimensional Fund Advisors

66

All the time and effort that
people devote to picking the
right fund, the hot hand, the
great manager, have in most
cases led to no advantage.”

Peter Lynch

American investor, mutual fund manager, and
philanthropist. Legendary manager of the Fidelity
Magellan Fund

66

Modern finance is based
primarily on scientific reasoning
guided by theory, not
subjectivity and speculation.

John "Mac” McQuown

Member of the Board of Directors of the general
partner of an affiliate of Dimensional Fund Advisors

66

Sometimes in life, it's not
developing the best answers, but
developing the right questions.

David Booth

Founder and Executive Chairman of Dimensional Fund
Advisors

66

Doubt is not a pleasant condition,
but certainty is an absurd one.

Voltaire

Alan Abelson
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More information

AES Investment Policy Statement

This document is issued jointly by AES Group members: (A) AES Middle East Insurance Broker LLC, registered with the Ministry of the Economy, licence 571638, commercial
registration 75162, regulated by the UAE Central Bank, licence no. 189; (B) AES Financial Services Ltd, registered in England no. 6063185, authorised and regulated by the
Financial Conduct Authority (FRN no. 464494); (C) AES Financial Services Ltd, registered in the Dubai Financial Centre (DIFC) as a foreign company, license no.2128, and regulated
by the Dubai Financial Services Authority (DFSA) Reference No F003476. The regulatory framework that applies to our services will vary depending on the jurisdiction and Group
member providing those services. For more information please visit the authorisations page on our website for further information on regulation, redress and accessibility.
This document does not provide specific advice: if you require advice please contact us.

Risks: Investment involves risks. The investment return and principal value of an investment may fluctuate so that an investment, when redeemed, may be worth more or less
than the capital invested. Past performance is not a guarantee of future results. There is no guarantee strategies will be successful.

AES Financial Services Ltd 2024 ©
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https://www.aesinternational.com/hubfs/All%20About%20You%20-%20Wealth/Post%20Discovery/Investment%20Policy%20Statement.pdf
https://www.aesinternational.com/legal-information/authorisations-and-regulations
https://www.aesinternational.com/legal-information/authorisations-and-regulations
https://www.facebook.com/AESinternational
https://www.youtube.com/c/AesinternationalGlobalFinancialServices
https://www.linkedin.com/company/aes-international/
https://www.instagram.com/aesinternational/
https://x.com/aesint
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