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Risk Definitions 
 
 
 

Attitude to Risk & Capacity for Loss: 
 
Attitude to Risk and Capacity for Loss must be considered in all circumstances.  For the Attitude to 
Risk we use Risk Scores which are based on a scale of 1 to 10 with 1 being LOW and 10 being HIGH.  
Your Risk Score will in the main have been determined from our detailed Attitude to Risk Questionnaire 
and/or by you selecting one of the Risk Scores from our main Factfind.  We will also have had detailed 
discussions including an assessment of your Capacity to Loss. 
 
Your determined Risk Score will have parameters which you need to be aware of and these include:   
 

 
UPPER / POSITIVE RETURN 

 
In 95 years out of 100, this is 
the HIGHEST expected level of 
return for a given level of risk. 
There is a 2.5% chance that 
returns could fall outside the 
upper return figure in one year. 
 

 
AVERAGE OF ALL RETURNS 

 
This is the AVERAGE of all 
possible returns within a risk 
level in one year. 
 

 
LOWER / NEGATIVE RETURN 

 
In 95 years out of 100, this is 
the LOWEST expected level of 
return for a given level of risk. 
There is a 2.5% chance that 
returns could fall outside the 
lower return figure in one year. 
 

 
It should be remembered that you can have Consecutive Years of LOWER / NEGATIVE RETURNS and 
also there is a 5% chance that returns can fall outside of the ranges indicated.  In fairly recent times 
we have seen 2 examples of these; 2000 to 2003 saw 3 years of NEGATIVE Stock Market 
Performance following the Technology Bubble bursting and 9/11.  More recently in 2008 Portfolios 
fell far more than the LOWER / NEGATIVE RETURN that we would ordinarily expect following the 
Banking Crisis. 
 

 
 
Risk Score 1: Very Low Risk - Capital Security Essential 
 
Capital Security is essential and safety comes first in terms of your savings.  It is unlikely that you would 
be prepared to consider Investment based products and in reality we would expect you to use Cash or 
Cash Equivalent Products including Deposit Accounts, Fixed Term Deposits, Cash ISA’s or National 
Savings & Investments Products such as Premium Bonds.  However Inflation and Taxation can erode 
the value of your Capital in real terms. 
 
The Risk Parameters are as follows for this Risk Score:  
 

Upper Return : 4.11%     Average of all Returns : 1.77%              Lower Return : -0.57% 
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Risk Score 2: Very Low Risk - Capital Security Important 
 
Capital Security is important to you and safety comes first in terms of your savings.  It is likely that you 
would only be prepared to consider Investments based products where there is an underlying Capital 
Guarantee.  You would mainly consider Cash or Cash Equivalent Products including Deposit Accounts, 
Fixed Term Deposits, Cash ISA’s or National Savings & Investments Products such as Premium Bonds.  
Structured Deposits may also be appropriate for consideration.  However Inflation and Taxation can 
erode the value of your Capital in real terms. 
   
The Risk Parameters are as follows for this Risk Score:  
 

Upper Return : 10.10%    Average of all Returns : 2.03%              Lower Return : -6.04% 
 
 
 
Risk Score 3: Low Risk - Capital Security Fairly Important 
 
You are a Cautious Investor and whilst you would like to benefit from long term investment returns 
you are very wary of stock market volatility.  You are prepared to accept that there may be some 
fluctuation in Capital Value and would like to make some compensation for this by means of prudent 
low risk investments or those with Guarantees built into them.  
 
The Risk Parameters are as follows for this Risk Score:  
 

Upper Return : 17.05%     Average of all Returns : 3.05%              Lower Return : -10.95% 
 
 
 
Risk Score 4: Low/Medium Risk - Capital Security not a Priority.  Prepared to accept periods of 

Negative Returns. 
 
You are a Fairly Cautious Investor and whilst you would like to benefit from long term investment 
returns you are reasonably wary of stock market volatility.  You are prepared to accept fluctuation in 
Capital Value and in order to try and achieve a real return above inflation you are happy to invest a 
proportion in Equities (UK and Overseas).  The balance will be in less Volatile Asset Classes such as 
Fixed Interest Securities & Commercial Property.  Risks could include investments in foreign currencies, 
options and derivatives, certain shares and emerging markets.  You understand and can accept 
increased short term volatility as values will both rise and fall.  You are aware that you may not receive 
back the amount you invested. 
 
The Risk Parameters are as follows for this Risk Score:  
 

Upper Return : 20.98%       Average of all Returns : 3.58%             Lower Return : -13.82% 
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Risk Score 5: Medium Risk - Capital Security not a Priority.  Prepared to accept periods of Negative 
Returns. 

 
You are a Balanced/Medium Risk Investor looking for longer term growth and/or income and to 
achieve this you accept that there are not likely to be any guarantees.  You seek to balance risk and 
reward and are prepared to invest an increased proportion in Equities (UK and Overseas) with the aim 
of achieving a real return above inflation.  The balance will be in less Volatile Asset Classes such as 
Fixed Interest Securities & Commercial Property.   Risks could include investments in foreign 
currencies, options and derivatives, certain shares and emerging markets.  You understand and can 
accept increased short term volatility as values will both rise and fall.  You are aware that you may not 
receive back the amount you invested. 
 
The Risk Parameters are as follows for this Risk Score:  
 

Upper Return : 25.03%     Average of all Returns : 4.23%              Lower Return : -16.56% 
 
 
 
Risk Score 6: Medium/High Risk - Capital Security not a Priority.  Prepared to accept periods of 

greater Negative Returns. 
 
You are a Medium to High Risk Investor looking for longer term growth and/or income.  You are not 
concerned with Guarantees and are prepared to take a greater risk in expectation of a greater reward 
(return).  You are aware that this can equally result in a greater loss.  You are prepared to invest a 
greater proportion in Equities (UK and Overseas) with the aim of achieving a real return above inflation.  
The balance will be in less Volatile Asset Classes such as Fixed Interest Securities & Commercial 
Property.   Risks could include investments in foreign currencies, options and derivatives, certain shares 
and emerging markets.  You understand and can accept increased short term volatility as values will 
both rise and fall.  You are aware that you may not receive back the amount you invested.   
 
The Risk Parameters are as follows for this Risk Score:  
 

Upper Return : 29.07%     Average of all Returns : 4.88%              Lower Return : -19.32% 
 
 
 
Risk Score 7: High Risk - Not concerned about Capital Volatility.  Prepared to accept periods of 

greater Negative Returns. 
 
You are a High Risk Investor looking for greater long term growth and/or income.  You expect a High 
Risk to reward with a high return over time and are therefore not concerned about short term volatility 
or losses which can equally be high.  You are happy to invest a far greater proportion in Equities (UK 
and Overseas) with the aim of achieving a real return above inflation.  This will leave a smaller 
proportion to invest in less Volatile Asset Classes such as Fixed Interest Securities & Commercial 
Property.   Risks could include investments in foreign currencies, options and derivatives, certain shares 
and emerging markets.  You understand and can accept increased short term volatility as values will 
both rise and fall.  You are aware that you may not receive back the amount you invested. 
 
The Risk Parameters are as follows for this Risk Score: 
 

Upper Return : 32.97%     Average of all Returns : 5.37%              Lower Return : -22.22% 
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Risk Score 8: High/Very Risk - Capital Security not a Priority.  Prepared to accept periods of greater 
Negative Returns. 

 
You are a Higher Risk Investor looking for greater long term growth and/or income.  You expect a 
Higher Risk to reward with a higher return over time and are therefore not concerned about short 
term volatility or losses which can equally be higher.  You are happy to invest a large proportion in 
Equities (UK and Overseas) with the aim of achieving a real return above inflation.  This will leave a 
much smaller proportion to invest in less Volatile Asset Classes such as Fixed Interest Securities & 
Commercial Property.   Risks could include investments in foreign currencies, options and derivatives, 
certain shares and emerging markets.  You understand and can accept increased short term volatility 
as values will both rise and fall.  You are aware that you may not receive back the amount you invested. 
 
The Risk Parameters are as follows for this Risk Score: 

 
Upper Return : 37.03%     Average of all Returns : 6.03%              Lower Return : -24.97% 

 
 
 
Risk Score 9: Very High Risk - Capital Security not a Priority.  Prepared to accept periods of Far 

Greater Negative Returns. 
 
You are a Very High Risk Investor looking for far greater long term growth and/or income.  You expect 
a Very High Risk to reward with a very high return over time and are therefore not concerned about 
short term volatility or losses which can equally be very high.  You are happy to invest the majority in 
Equities (UK and Overseas) with the aim of achieving a real return above inflation.  This will leave a 
minimal proportion to invest in less Volatile Asset Classes such as Fixed Interest Securities & 
Commercial Property and at times either of these asset classes may be excluded from your investment.   
Risks could include investments in foreign currencies, options and derivatives, certain shares and 
emerging markets.  You understand and can accept far greater short term volatility as values will both 
rise and fall.  You are aware that you may not receive back the amount you invested. 
 
The Risk Parameters are as follows for this Risk Score: 

 
Upper Return : 41.00%             Average of all Returns : 6.60%               Lower Return : -27.80% 
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Risk Score 10: Aggressive Risk - Capital Security not a Priority.  Prepared to accept periods of Far 

Greater Negative Returns. 
 
You are an Aggressive Risk Investor looking for far greater long term growth and/or income.  You 
expect an Aggressive Risk approach to reward with a much higher return over time and you are not 
fazed by short term volatility or losses which can be extremely high.  You are happy to invest almost 
100% in Equities (UK and Overseas) with the aim of achieving a real return above inflation.  A very 
small amount if any may be allocated to less Volatile Asset Classes such as Fixed Interest Securities & 
Commercial Property.   Risks could include investments in foreign currencies, options and derivatives, 
certain shares and emerging markets.  You understand and can accept far greater short term volatility 
as values will both rise and fall.  You are aware that you may not receive back the amount you invested. 
 
The Risk Parameters are as follows for this Risk Score: 
 

Upper Return : 44.89%     Average of all Returns : 7.10%              Lower Return : -30.70% 
 
 
It is important to understand that these are not guaranteed and their purpose is to provide you with 
an idea of the range of returns you could expect for this Risk Score, both positive and negative.  Please 
note that the above parameters are simply to act as guidance for your tolerance to risk.   
 
 


