
Balancing Risk and Reward  

The goal of risk management isn’t to 
run from risk—but to balance it. 
Generally, the bigger the potential 
reward, the greater the risk involved. 
The key is knowing how much risk 
you’re comfortable taking and what 
makes sense for your goals.
A young professional building 
long-term wealth might be okay with 
short-term ups and downs if it means 
bigger gains in the future. But 
someone nearing retirement might 
focus more on protecting what they 
already have and getting a steady 
income.

This is where understanding your risk 
tolerance and risk appetite comes in. 
Risk tolerance is how much risk you 
can handle emotionally and 
financially. Risk appetite is how much 
risk you’re willing to take. They’re not 
always the same, but both help 
shape the best investment plan for 
you.

What’s Your Risk Profile?

Everyone has a different attitude 
toward risk, and this is often 
referred to as your risk profile. 
Here are three common types:

• Risk Averse (Low Risk Tolerance):  
 These investors prefer safety and   
 predictability. They often focus on   
 government bonds, fixed deposits,  
 or conservative mutual funds. Their  
 main goal is to protect their money  
 and avoid losses, even if it means   
 slower growth. 

• Moderate Risk Tolerance: These  
 investors are willing to take on    
 some risk in exchange for higher   
 returns. They typically invest in a   
 balanced mix of stocks and bonds  
 and may include a portion of U.S.   
 dollar assets to hedge against    
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currency risk. This approach works 
well for people with medium- to 
long-term goals, like building wealth 
for their children’s education or early 
retirement.

• High Risk Tolerance (Aggressive):  
 These investors are  comfortable  
 with big swings in the market and   
 are focused on long-term growth.   
 Their portfolios may include mostly  
 stocks, real estate, or higher-risk   
 international funds. While they    
 might see bigger short-term    
 losses, they also have a better    
 chance of high long-term gains. 

To determine your risk profile,    
 consider:

• Age and Time Horizon - The    
 younger you are, the more time   

 you have to recover from market   
 downturns.

• Income Stability - A stable     
 income allows for more      
 risk-taking, while unstable     
 earnings may call for more     
 conservative choices.

• Investment Loss Tolerance     
 (Emotionally and Financially) -    
 How do you feel when your    
 investment value drops? If you    
 panic and want to pull out, you’re   
 likely more risk averse.

• Your Goals (e.g., saving for a car   
 in 2 years vs. retirement in 30) -   
 Short-term goals require safer    
 investments; long-term goals    
 allow for more growth-oriented   
 strategies.

A financial advisor can help walk you 
through a risk assessment 
questionnaire to clarify which profile 
you fit best and adjust it as your life 
and goals change.
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The goal of risk management isn’t to 
run from risk—but to balance it. 
Generally, the bigger the potential 
reward, the greater the risk involved. 
The key is knowing how much risk 
you’re comfortable taking and what 
makes sense for your goals.
A young professional building 
long-term wealth might be okay with 
short-term ups and downs if it means 
bigger gains in the future. But 
someone nearing retirement might 
focus more on protecting what they 
already have and getting a steady 
income.

This is where understanding your risk 
tolerance and risk appetite comes in. 
Risk tolerance is how much risk you 
can handle emotionally and 
financially. Risk appetite is how much 
risk you’re willing to take. They’re not 
always the same, but both help 
shape the best investment plan for 
you.

What’s Your Risk Profile?

Everyone has a different attitude 
toward risk, and this is often 
referred to as your risk profile. 
Here are three common types:

• Risk Averse (Low Risk Tolerance):  
 These investors prefer safety and   
 predictability. They often focus on   
 government bonds, fixed deposits,  
 or conservative mutual funds. Their  
 main goal is to protect their money  
 and avoid losses, even if it means   
 slower growth. 

• Moderate Risk Tolerance: These  
 investors are willing to take on    
 some risk in exchange for higher   
 returns. They typically invest in a   
 balanced mix of stocks and bonds  
 and may include a portion of U.S.   
 dollar assets to hedge against    
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currency risk. This approach works 
well for people with medium- to 
long-term goals, like building wealth 
for their children’s education or early 
retirement.

• High Risk Tolerance (Aggressive):  
 These investors are  comfortable  
 with big swings in the market and   
 are focused on long-term growth.   
 Their portfolios may include mostly  
 stocks, real estate, or higher-risk   
 international funds. While they    
 might see bigger short-term    
 losses, they also have a better    
 chance of high long-term gains. 

To determine your risk profile,    
 consider:

• Age and Time Horizon - The    
 younger you are, the more time   

 you have to recover from market   
 downturns.

• Income Stability - A stable     
 income allows for more      
 risk-taking, while unstable     
 earnings may call for more     
 conservative choices.

• Investment Loss Tolerance     
 (Emotionally and Financially) -    
 How do you feel when your    
 investment value drops? If you    
 panic and want to pull out, you’re   
 likely more risk averse.

• Your Goals (e.g., saving for a car   
 in 2 years vs. retirement in 30) -   
 Short-term goals require safer    
 investments; long-term goals    
 allow for more growth-oriented   
 strategies.

A financial advisor can help walk you 
through a risk assessment 
questionnaire to clarify which profile 
you fit best and adjust it as your life 
and goals change.

“The goal of risk 
management 
isn’t to run from 
risk—but to 
balance it.”


