RISK & RETURN BALANCE

PSYCHOLOGICALLY-DRIVEN

RECONCILIATION

PRACTICALLY-DRIVEN

RISK

Risk Capacity
Your ability to take risk or the level of
risk your situation allows you to take

Risk Capacity and Risk Tolerance
must be Reconciled. If they
conflict, generally your Risk
Profile should compromise on
the lower of the two.

RETURN

Required Return
The return “needed” based on your
risk, investment constraints, resources,
and other characteristics that influence
your financial objectives

Required Return and Desired Return
should be fully evaluated and agreed
upon. Your formal Return Objectives
should be realistic based on your
formal Risk Profile.

Risk Tolerance

Desired Return

Your willingness and emotional
preference to accept Risk

The Return “wanted” often influenced by
past experiences, expectations, historical
performance, media, or peers.
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Investment advisory and ﬁ nancial planning services offered through Advisory Alpha, LLC, a SEC Registered Investment Advisor. Coaching and Education services offered
through Entrefolio. Entrefolio and Advisory Alpha, LLC are separate and unafﬁ liated entities.

© Advisory Alpha. Registration with the SEC or state does not constitute an endorsement of the firm by regulators, nor does it indicate that the adviser has attained a particular
level of skill or ability. This content is for informational purposes only and does not intend to make an offer or solicitation for sale or purchase of any securities. Investing involves
risk, including the potential loss of principal. No investment strategy, such as asset allocation or diversification, can guarantee a profit or protect against loss in periods of
declining values. All investment strategies involve risk and have the potential for profit or loss. Changes in investment strategies, contributions or withdrawals, and economic
conditions may materially affect the performance of your portfolio. There are no assurances that a portfolio will match or outperform any particular benchmark. Investors should
carefully consider the investment objectives, risks, fees and expenses before investing. Any financial services firms referenced in this material do not provide tax or legal advice.
Please consult with your tax or legal professional regarding specific issues prior to making a tax or legal decision.

