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Video 6

Understanding
investment risk

Investment risk

Investment risk refers to the uncertainty related to investing. When investing, actual outcomes
may differ from expected outcomes, and you may even lose some, or all, of your investment.
Investment risk will vary with each type of security and asset class.

Risk capacity
Risk capacity measures how much risk an investor can afford to take. People’s age, income level
and time horizon will influence their capacity to take on risk.

Risk profile

A risk profile is an assessment of someone’s willingness and ability to take on risk, and will differ
individual to individual. Your risk profile is important in determining the suitability of securities and
asset classes for your portfolio.

Risk tolerance

Risk tolerance refers to an individual’s willingness to take risk. People’s appetite for risk, or how
much risk they are willing to take on, will influence what types of securities and asset classes they
invest in.

Standard deviation

Standard deviation measures how much the value of an investment can change and is a common
way of quantifying the risk associated with an investment.
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