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Risk Tolerance Evaluation


Client Name:      
Date:      
1.  Please indicate your prior trading activity:

      
 FORMCHECKBOX 
 A. Seldom


 FORMCHECKBOX 
 B. Moderate


 FORMCHECKBOX 
 C. Active

2.   Which of the following statements is most true about your risk tolerance and the way you wish to invest to achieve your goal(s)?

 FORMCHECKBOX 
 A.  My investments should be completely safe; I do not wish to run the risk of losing my principal at any time.

 FORMCHECKBOX 
 B. 
My investments should generate regular income that I can spend now.

 FORMCHECKBOX 
 C. 
My investments should generate some current income and also grow in value over time.

 FORMCHECKBOX 
 D. 
My investments should grow over time, but I would also like to generate some current income

 FORMCHECKBOX 
 E. 
My investments should grow substantially in value over time.  I do not need to generate current income.

3.   Depending on the kinds of investments you select, the value of your assets can remain quite stable (increasing slowly but steadily), or may rise and fall in response to market events.  The degree to which the value of an investment moves up and down is referred to as its “volatility.”  In general, more volatile investments tend to grow faster than more stable investments.  However, volatile investments are more risky since there is no guarantee the “upturns” will be larger than the “downturns.”  With respect to your goal(s), how much volatility are you willing to accept?

 FORMCHECKBOX 
 A.  Slight.  I do not want to lose money, even if it means my returns are          relatively small.

 FORMCHECKBOX 
 B.  Some.  I would be willing to accept the occasional loss as long as my money was in sound, high-quality investments that could be expected to grow over time.

 FORMCHECKBOX 
 C.  Considerable.  I am willing to take substantial risk in pursuit of significantly higher returns.

4.   Investments in which the principal is 100% safe sometimes earn less than the inflation rate.  This means that while no money is lost, there is a loss in purchasing power.  (To illustrate: If a $100 bill was locked in a vault 100 years ago and taken out today, it would still be worth $100 but would buy a great deal less today than when it was put in.)  With respect to your goal(s), which of the following is most true?

 FORMCHECKBOX 
 A. 
My money should be 100% safe, even if it means my returns do not keep up with inflation.

 FORMCHECKBOX 
 B. 
It is important that the value of my investments keep pace with inflation.  I am willing to risk an occasional loss in principal so that my investments may grow at about the same rate as inflation over time.

 FORMCHECKBOX 
 C. 
It is important that my investments grow faster than inflation.  I am willing to accept a fair amount of risk to try to achieve this.


5.   I understand the value of my portfolio will fluctuate over time.  However, the maximum loss in any one-year period that I would be prepared to accept is approximately:

 FORMCHECKBOX 
 A. 
 0% (for a better perspective, change the percentages to dollars based on the size of your portfolio.  For example a 20% drop in a $1,000,000 will result in the portfolio dropping to $800,000.  That’s a reduction of $200,000)

 FORMCHECKBOX 
 B. 
- 5%

 FORMCHECKBOX 
 C.   – 10%
       

 FORMCHECKBOX 
 D. 
- 20%

 FORMCHECKBOX 
 E. 
- 30%


6.   Consider the following two investments, A and B.  Investment A provides an average annual return of 5% with minimal risk of loss of principal.  Investment B provides an average annual return of 10% but carries a potential loss of principal of 20% or more in any year.  If I could choose to invest between Investment A and Investment B to meet my goal(s), I would invest my money:

 FORMCHECKBOX 
 A.  100% in Investment A and 0% in Investment B

 FORMCHECKBOX 
 B. 
80% in Investment A and 20% in Investment B

 FORMCHECKBOX 
 C. 
50% in Investment A and 50% in Investment B

 FORMCHECKBOX 
 D. 
20% in Investment A and 80% in Investment B

[image: image1.jpg]7.  The data to the right represents actual historical performance of four selected investment portfolios, A, B, C, and D, over a 60-year period.  The chart illustrates average annual total returns (capital appreciation and all dividend and interest income before taxes.)  This performance must be weighed against the associated risk reflected in the high and low range of annual returns experienced by the portfolios.  These ranges are displayed below the chart.  (For example, Portfolio C achieved a 12.20% average annual total return during the 60-year period, gaining 54% in the best year and losing 43% in the worst year.)  Among these investments, I would prefer my primary investment to be:


 FORMCHECKBOX 
 A. 
Portfolio A

 FORMCHECKBOX 
 B. 
Portfolio B

 FORMCHECKBOX 
 C. 
Portfolio C

 FORMCHECKBOX 
 D. 
Portfolio D

8.  Considering your financial obligations for the next five years, please indicate which of the statements below is most accurate: 


 FORMCHECKBOX 
 A. I am anticipating selling all of my investments to meet these obligations


 FORMCHECKBOX 
 B. I anticipate selling some of my investments to meet these obligations


           
 FORMCHECKBOX 
 C. I anticipate selling investments outside your management to meet obligations  


 FORMCHECKBOX 
 D. I anticipate meeting these obligations from current income outside my investment account

9.  Tax consequences of you investment portfolio can vary greatly depending on the type of asset management strategy used.  Which of the following best describes your tax objectives relating to your investment account:


 FORMCHECKBOX 
 A. High Priority: My portfolio should be managed in a way to keep capital gains to a minimum.


 FORMCHECKBOX 
 B. Neutral: Taxes don’t drive my investment decisions.  


 FORMCHECKBOX 
 C. Low Priority: I understand that high turnover strategies can increase my tax burden and am willing to accept this as a potential side effect.

10. Allowing a longer time period for meeting your investment goals makes it more possible you will achieve them. Further, the longer your time horizon, the more the volatility of your portfolio decreases. Given this, what investment horizon is most appropriate for these assets?


 FORMCHECKBOX 
 A. One to three years


 FORMCHECKBOX 
 B. Three to five years


 FORMCHECKBOX 
 C. Five to ten years


 FORMCHECKBOX 
 D. Ten years or more

11. Which of the two investment situations makes you feel least comfortable?


 FORMCHECKBOX 
 A. Holding cash when the market goes up


 FORMCHECKBOX 
 B. Holding stock when the market goes down

12. Active money managers, such as mutual funds, invest according to a preset strategy.  Their goal is to select investments they expect to “outperform” their respective index.  As such, there is also a chance these managers can “under- perform” the index.  The cost of using these types of money managers is higher than a more passive “indexed” approach. With this in mind, please select the approach that best describes your objectives:


 FORMCHECKBOX 
 A. “Outperforming” the index isn’t as important to me as the lower costs of an indexed approach. 


 FORMCHECKBOX 
 B. I’d prefer a more passive approach by investing in market indexes.  


 FORMCHECKBOX 
 C. I have no preference.


 FORMCHECKBOX 
 D. My goal is to “outperform” the index and desire a more active approach with the majority of my investments.

13. Please select one of the following:


 FORMCHECKBOX 
 A. Portfolio A: Invests in a basket of 25 stocks that are expected to be “this years winners”.  The best 12-month return on this portfolio was 28%, while the worst 12-month return was –22%.  The average return is 11.69%.


 FORMCHECKBOX 
 B. Portfolio B: Invests in the S&P 500, owning 500 stocks.  The best 12-month return in 19%, while the worst 12-month lost 15%.  The average return is 11.50%.

Concentrated Stock Clients: Please answer the following question if more than 15% of your portfolio is made up of a single stock position:


14. Please check the box which best describes your situation:


 FORMCHECKBOX 
 A. By owning a concentrated stock position, my current allocation may vary from the appropriate allocation according to my answers above.  I would like to look at an immediate liquidation of the stock position in order to move into the appropriate asset mix. 


 FORMCHECKBOX 
 B. I would like to move into the proper asset allocation by selling my stock at the following price (or average price): $     

 FORMCHECKBOX 
 C. I understand the risk of owning a concentrated stock position and am willing to accept the risk of maintaining the position.  At this time I have not plans to sell the stock and move into a new allocation (if you choose C, please include your initials in the following space.  If this evaluation is filled out electronically, please understand that your typed initials will represent your acceptance of this choice):      
15.  If neither A, B, nor C above are appropriate, please describe, in detail, your objective for the position:      
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