Investment Clubs

PiggyBankAdvisor Investment Clubs
Piggybankadvisor.com is a fast-growing online community of trading and investing
enthusiasts that makes use of digital platforms to increase the participation of individuals,
households, and businesses in local and global investment markets. It is a vibrant
educational platform that empowers users through educational and insightful articles
and blogs. Topics covered include economics, trading, investing, budgeting, retirement
& risk planning, wealth management tips and financial product reviews.
The PiggyBankAdvisor Institute is focused on providing quality learning opportunities
to individuals, households and institutions wanting to educate themselves on local and
global investment markets. The aim is to enable individuals to play a creative role in
their community as well as in broader society. As part of its effort to grow the network
and impact individuals, households, and businesses, PiggyBankAdvisor has set up a
framework for Investment Clubs.

Overview of Investment Clubs
Investment Clubs are an important vehicle for one to invest in different asset classes
such as gold, shares, and commodities. An investment club is nothing more than a
small group of individuals, generally consisting of between 10 to 15 members and usually
comprised of friends, co-workers, church members, neighbours, or family members.
These people then pool a set amount of money and meet on a regular basis (usually
monthly) to invest in a combined investment club portfolio.
This has the advantage of bringing a diverse group of people together, each with his or
her own insights, experience, and investment knowledge, which might not all have been
available to you on your own. Investment clubs are a great way for new investors to
learn more about investing without risking a large amount of money. By investing small
amounts regularly, you can build up a substantial portfolio over time, without having
to make a big once-off investment. You can also transfer what you have learnt in your
investment club meetings to your own personal share portfolio.
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One can consider starting or joining an investment club if they would feel more
comfortable learning about investing with others or they have been putting off learning
about investing and sense that having a responsibility to the group would give them
the much-needed discipline. Sometimes it could just be fun to have a group of people
with whom to share company research and discuss investment topics. Making profits
is one of the main motivators for setting up an investment club – and most investment
clubs do make a good profit. But there is much more to an investment club than just
making money. The following are some of the reasons why one might want to be part of
a PiggyBankAdvisor Investment Club;
1.Social
An investment club makes investing sociable. Meetings take place at members’ homes,
in restaurants or at pubs, where you discuss investment ideas. This is far more fun than
agonising over decisions all by yourself.
2.Education
In an investment club you pool your knowledge, brainstorm ideas, and get everyone’s
input when you make a decision. This is one of the best ways to improve your investing
expertise.
3.Diversification
A key principle of investing is not to hold all your eggs in one basket. In an investment
club, however, your money is pooled with others. This means that the investment club
can invest meaningful amounts in a properly diversified portfolio.
4.Informed Investments
The collective brain power and experience of people who each have knowledge and
experience of different market sectors will produce opinions and information that will
guide you to sensible decisions.
5.Profit Opportunities
Research shows that collective investment decisions based on discussion and
democratic choice are more likely to produce sustained profits. By pooling your money
with others, you can also own a wider range of shares.
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Who Should Be Part of An Investment Club ?
Consider starting or joining an investment club if:
1. You are new to investing and are looking for a good way to get your feet wet.
2. You would feel more comfortable learning about investing with others than on
your own.
3. You have a set amount available each month that you can invest through the
investment club.
4. You have been putting off learning about investing and sense that having a
responsibility to the group would give you some much-needed discipline.
5. You think it would be fun to have a group of people with whom to share research
and discuss investment topics.
You can also consider forming an investment club if:
1. You are an experienced investor, but do not have the time to study as many
opportunities as you would like.
2. You are confident in your investment decision-making, but you think it would
help to bounce ideas off others and get additional perspectives.
3. You would welcome the chance to learn from other seasoned investors who
have expertise in areas you do not know that much about.
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Joining An Existing Investment Club
Most investment clubs occasionally seek new members when existing members must
exit the club. This can be a great opportunity to join, as you will not necessarily have
to buy over the exiting member’s share of the club’s portfolio. Many clubs allow new
members to simply start contributing the standard monthly amount, and members share
in the portfolio according to the total amount they have put in. However, it can be hard
to find the right investment club to join. Members probably already have some friends
they could invite. Your best bet is to ask people you know if they are in an investment
club, and whether they need or anticipate needing any new members. Once you find an
investment club to join, take the time to learn more about it before signing up.
Consider questions such as these:
1.

Do you get along with the other members? If they do not seem like your type of
people, this might not be the best group for you.
2. Do you have goals in common? Perhaps you are risk-averse and want to invest in more
stable investments, but they are out to find volatile, fast-growing small capitalisation
companies.
3. Is the regular contribution too steep for you? USD50 per month, for example, means
USD600 per year.
4. Do you have the same basic investment philosophy? If you are a true long-term
investor, you probably would not want to belong to an investment club that relies
mainly on technical analysis.
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Starting a New Investment Club
There are many steps to getting an investment club up and running. Luckily,
most of them are quite simple.
Invitation to join an investment club.
The invitation to attend an introductory meeting must contain:
1.
2.
3.
4.

The draft partnership agreement and investment club rules
Membership requirements.
Joining fees and monthly contributions.
The draft investment strategy.

Choose a date for the introductory meeting. You will also need to find a meeting
place. At the introductory meeting, the founder members of the investment club
get together and make some important decisions.
You should discuss and agree:
1.
2.
3.
4.
5.
6.
7.
8.
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If you have enough in common to work together
If everyone is still seriously interested in forming an investment club
The name of the investment club
The joining fee and monthly subscription
How the club will be organised and run
Who will serve as the club’s President, Treasurer and Secretary
The club’s constitution and rules
Your investment strategy

Starting a New Investment Club
You have two choices when it comes to recruiting new members:
1. Keep it Personal – You can bring in people who already know each other and
who have some shared experiences. This can minimise the risk of a personality
clash.
2. Cast A Wide Net – Find members outside your immediate social circle, so that
you do not mix friends with money. This minimises the risk of harming a friendship
if things go wrong.
The most important thing in starting an investment club is to start with the right
people. You want people who are genuinely interested in investing and learning.
You also want people that are easy to get along with, and with whom you can have
a relationship for at least several years. The vital thing is that there is a ‘meeting
of minds’ among members. New members who want to join the club must be
nominated by an existing member. The new member must complete the New
Members Form and the Declaration by Joining Member. If there is no objection, the
new member joins by accepting the club’s agreement or constitution, accepting
its rules and paying the specified joining fee.

Establish Your Club Size
There is no minimum club size, but investment clubs cannot have more than 20
members. Three or four people is sufficient, but most investment clubs work better
with eight or ten, since that will build the investment fund up more quickly. Aim to
form an investment club with roughly 10 to 15 members. You want to have enough
people for there to be a decent amount of money to invest collectively. You also
want enough able bodies to share the workload.
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Starting A New Investment Club
Choose Officers
When you choose your officers, think about the responsibilities each role involves and
who you think can best fulfil these. Typical investment clubs have
1.A Club President
Sets meetings, decides the agenda of meetings with the Club Secretary, presides over
them, plans activities and makes sure that notices are sent out at the right time. The
most important role he or she has is to control the meetings so that it stays focused
and you do not waste unnecessary time in reaching decisions. The Club President or
Chairperson should also make sure that the club is operating constitutionally and within
its rules. A Club Vice President might also run the education program.
2.A Club Treasurer
Will be responsible for keeping a record of the investment club’s dealings, including
the investment club’s holdings as well as each member’s share. The Club Treasurer
probably has transactions of the club and sending out statements to members. The
Club Treasurer keeps the investment club accounting records in an Excel spreadsheet,
keeps the permanent banking and brokerage records and keeps a record of the monthly
club valuation, member statements and annual taxes. (This needs to be a careful, detailoriented and responsible person).
3. Club Secretary
The Club Secretary is responsible for sending out agendas and minutes for meetings. He or
she is also responsible for safekeeping the original partnership agreement and signature
page, a concise record of the minutes of every meeting, and any correspondence i.e.
resignation letters and letters requesting information from prospective new members.
The Club Secretary also reminds members of meetings, and possibly emails minutes to
members who miss q meeting.
4.A Club Auditor
The auditor should once a year takes the previous year’s transactions from the Club
Treasurer and checks the accuracy of the records.
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5.A Club Secretary
The Club Secretary is responsible for sending out agendas and minutes for meetings. He
or she is also responsible for safekeeping the original partnership
agreement and signature page, a concise record of the minutes of every meeting, and
any correspondence i.e. resignation letters and letters requesting information from
prospective new members. The Club Secretary also reminds members of meetings, and
possibly emails minutes to members who miss a
meeting.

Choosing The Legal Structure For Your Investment Club
Agree on how you will be organised legally and operationally. This might sound scary but
remember that your initial USD50 to USD250 monthly contributions will be growing into
a significant pile of wealth in the future. A voluntary association is recommended.
Voluntary Association
A voluntary association is a group of individuals who come together to share a mutual
interest, but without their group forming a legal entity e.g., a football club. As the club
is not a legal entity, any contract it enters must be done by a member on behalf of the
club. Forming a voluntary association requires only that three or more people agreeing
to achieve a common goal. It is recommended that investment club members adopt a
formal written document called the Investment Club Constitution and Rules. Voluntary
associations are not regulated by statute.
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Advantages of a Voluntary Association
1.Simplicity
There are low or no set-up costs and it is the least bureaucratic structure. It is also
relatively cheap.
2.Easy Administration
There are no formal registration requirements or the need to notify any public register of
the people serving on the management committee.
3.No Statutory Procedures
There is no set process to be followed for members’ meetings, etc.
4.Tax Benefits
Your club will not pay income tax. Instead, all members will be taxed on their profits at
their personal tax rate.
Disadvantages of a Voluntary Association
1.No separate legal personality
The ownership of club assets lies with the individuals acting on its behalf.
2.Contract Requirements
Formal contracts must be drawn up for office bearers. This can cause technical difficulties
when office bearers change.
3.Personal Liability
The management committee could be personally liable for debts if the club is unable to
meet its debts and liabilities.
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Running a Successful Investment Club
Your First Official Meeting
The inaugural meeting of an investment club is always an exciting first step. It is also the
meeting where several key decisions must be made. At the first official meeting, call the
meeting to order and go over the material you have sent to club members. Ask everyone
to introduce themselves and explain why they came to the meeting and are interested
in joining an investment club. Emphasise that this is not a get-rich-quick scheme and
explain the principles of slow wealth building. If possible, have an experienced investment
club member available to help answer any questions that might come up. When the
group is ready to move on to operational procedures, you will find the materials in this
document very useful.Regular meeting date, time, and location.You will need to decide
on a regular frequency, time, place, length, and format for your meetings.
1.Frequency
A lot of investment clubs meet monthly to discuss their investments and consider
changes to their strategy.
2.Time
Try and hold your meetings at the same time every month. Make sure the time suits
everyone so that people are usually able to attend.
3.Place
Investment clubs hold their meetings in a variety of places, including at members’ homes
or workplaces, a local library, coffeehouse, or pub. Pick a place that suits everyone.
4.Length and Format
Outline the items of business you plan to cover at each meeting and allocate an amount
of time for each. This can include presenting potential investments, discussing existing
investments and inviting guest speakers such as research analysts or tax specialists.
Most meetings last between one and two hours but can also include time to socialise
after the meeting. Agree on whether you will serve snacks and refreshments after the
meeting. Some investment clubs also hold periodic get-togethers in addition to regular
investment club meetings. Combining the serious investment and informal social aspects
make for a great way to increase your wealth in terms of both financial performance and
new friendships.
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Meeting Agendas
A typical meeting agenda will include:
1. Minutes of the previous meeting and matters arising
2. Changes in the portfolio since the last meeting
3. The Club Treasurer’s report
4. Reports from people who were given tasks at the last meeting
5. Discussions and decisions on investments
6. Any other business
7. Date, time and location of the next meeting
Investment Club Constitution and Rules
Your club must have a constitution and rules. This covers all aspects of running the
investment club and protects the interests of club members. It is up to you to decide
what goes in these two documents, but it is safest to adopt tried and tested templates
used by other investment clubs. Also remember that your rules might change from time
to time. However, many investment clubs require that 75% of members must agree to a
change in rules.
Book of Accounts
The Club Treasurer must keep a book of accounts. It must be always available to all
members for inspection. Key reports in the book of accounts are:
1.

The cash account: movements in and out of the club’s bank account, and the current
account balance
2. The capital account: a statement of the units owned by members and the prices at
which they were bought or sold
3. The assets register: a statement of the cash and shares that the investment club
owns (up to the date of the current meeting, if possible)
Philosophy of the Investment Club
Main objective of the Investment Club
When you set up an investment club, one of the most important things for members to
decide is the club’s purpose. Remember that it is not a way to get rich quickly, but rather
a chance to learn about choosing and making wise investments over the years. To make
the venture successful, you must commit to at least three or more years in the club. While
investment clubs are certainly interested in making a profit, we sincerely recommend
that you focus on education first and foremost. Some other goals investment clubs
might have are to make new friends and to have fun. There are great opportunities for
new and lasting friendships in your investment club, and this can branch out to activities
at regional and national levels.
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The Importance of A Mission Statement
When you get your initial investment club members together, it is important to
have the same financial goals for the club. There is need to make sure that all club
members agree on the investment club’s investing principles. Put these down on
paper and vote them in as a club.

Choosing A Strategy
It is crucial to your success that you develop and implement an investment strategy
aimed at achieving your investment goals. Too many investors buy an investment based
on the recommendation of other people without any consideration for how it fits into
their overall strategy. We encourage investment club members to adopt an investment
philosophy that includes the following points:
1.

Invest a set amount regularly (usually once a month), regardless of market conditions.
This helps you obtain lower average costs
2. Reinvest dividends and capital gains immediately. Your money grows faster when
earnings are reinvested, due to the power of compounding.
3. Invest in different assets, industries, and different-sized companies. Proper
diversification helps reduce risk and increase opportunity for gains.

The Investment Club Strategy
We suggest that the investment club choose a strategy and try it out for at least the first
year, after which you can tweak it as you learn more. Check it out and see if it works as
well for your group. Remember that there are investors and traders. Traders are in this
for the short term, and for quick profits. Investors use their share portfolios to build their
retirement funds and are therefore in this for the long term.
Investment club members must all decide if your club will have a ‘trading portfolio’, an
investment portfolio or a combination of both. It is a good idea to focus on building up
capital for at least the first three years for your ‘trading portfolio’. You can then decide
to make some money available for trading. However, make sure that you allocate most of
your funds to a ‘buy and hold’ strategy.
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To Set Up or Join an Existing PiggyBankAdvisor
Investment Club, contact us on;
batanai@piggybankadvisor.com
+263 78 358 4745
www.piggybankadvisor.com
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