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The story of the COWS
The story of Regular Investing and Dollar Cost Averaging
Using cows as an example
A couple have $700 to invest and they wish to build
up a herd of cows for their new property.
Instead of investing a lump sum they decide
to invest $100 per month over 7 months, taking
taking in both the rises and falls in the cost of
units (which happened to be cows).
cows).

1st Month
They take their $100 and purchase 1 cow as the
price is $100 per head.

5th Month
The price has recovered to $25 per cow.
The couple are happy to see the price rise
and invest their $100, purchasing 4
cows.

6th Month
The price has risen again. This time to $50
per cow. The couple are very happy to note
this rise and are content to investment their
$100, this time purchasing 2 cows.

2nd Month
They go back to the market and find the price
for cows has fallen to $50 per cow. The couple
are happy as the price has fallen and they can
can invest $100 and buy 2 cows.

3rd Month
Going to market they find that the price for
cows has fallen to only $25 per cow. The couple
are worried about the falling prices but believe
that by sticking to their investment goals they
are on the right track. With discipline they invest
their $100, purchasing 4 cows.

4th Month
The price for cows has bottomed to $10 per cow
The couple are very concerned. They are
doubtful about continuing to invest. Should
they take out everything they have put in or
continue? They go back to review their
investment goals and see that this is only the
4th month and they had initially decided to
invest for 7 months. They take a deep breath and
invest their $100, purchasing 10 cows.

7th Month
The price for cows has finally returned to $100
per cow. The couple invest their last $100 to
purchase 1 cow. The couple are relieved that
they have reached their investment goal and
now conclude their investment plan.

Let’s see what really happened ......
The couple invested their $700 over a period
of 7 months instead of investing it all unfront.
They bought cows as the price went down and up
and they ended up with 24 cows. But those 24
cows are now worth $100 per head i.e. a total of
$2,400.
They actually made a $1,700 profit without
the price per head ever going above what it
started at.
If they had invested the $700 at the beginning
of the period they would only have broken
even.
The benefits of dollar cost averaging in this
example can be clearly seen.
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The Benefits of Dollar Cost Averaging
Month

Invested
per Month

$ Cost
per Cow

1

100

100

2

100

50

3

100

25

4

100

10

5

100

25

6

100

50

7

100

100

Cows Purchased

Total invested + $700

Total =

Invested

x 24

$700

Cows purchased

24

Value per hed now

$100

Total value

$2,400

Profit

$1,700

Dollar Cost Averaging Works

A profit was achieved without the price per head ever
going above the starting price of $100.
Whilst there is no guarantee of making a profit and no guarantee against a loss,
dollar cost averaging has proven its value over many years, in good times and bad.
Disclaimer
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Whilst every effort has been taken to ensure that the assumptions on which the outlooks given in this publication are based are reasonable, the outlooks may be based on incorrect
assumptions or may not take into account known or unknown risk and uncertainties. Material contained in this publication is an overview or summary only and it should not be considered
a comprehensive statement on any matter nor relied upon as such.
The information and any advice in this publication does not take into account your personal objectives, financial situation or needs and so you should consider its appropriateness having
regard to these factors before acting on it. While the information contained in this publication is based on information obtained from sources believed to be reliable, it has not been
independently verified. To the maximum extent permitted by law: (a) no guarantee, representation or warranty is given that any information or advice in this publication is complete,
accurate, up-to-date or fit for any purpose; and (b) RFG is not in any way liable to you (including for negligence) in respect of any reliance upon such information or advice. It is important
that your personal circumstances are take into account before making any financial decision and we recommend you seek detailed and specific advice from a suitably qualified adviser
before acting on any information or advice in this publication. You should seek professional advice from a financial adviser before making any financial decision in relation to any investment or
or other matters discussed in this publication.

