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Attitude to Risk: Not A One-Off Exercise 
 

We recently discussed the need to understand risk and establishing the correct risk position at 

the start of the relationship when confirming objectives. However, risk changes throughout a 

client’s lifecycle and it therefore needs to be continually reviewed. 

 

Meeting Expectations – Pre-Retirement 
 

Does the risk taken on the investment match the expectation of the 

investment return? Planning for the future is guided by expected 

levels of performance, but good financial plans are robust and 

underpinned by protection, in the event of something happening that 

was unexpected. However, if assets do not perform as expected, there 

is a risk that the goals will not be achieved. 

 

Often to meet a client’s expectations, there needs to be a willingness to take some risk. 

Achieving high level returns for no risk would be a perfect solution but realistically is not 

achievable. To achieve a targeted investment return, there needs to be an agreed level of risk 

that the client is willing to take and is comfortable in doing. If this willingness isn’t there, then 

expectations need to be reduced to manage these effectively. 

 

In addition to being willing to take a given level of risk, there needs to be the capacity to do so. 

Here, we are evaluating the impacts this would have on the client if the level of risk didn’t 

provide our expected outcome. Considering if the risk is too high (or too low) helps to gauge 

the correct risk profile for the client. ‘Stress testing’ helps to calculate this capacity and should 

be carried out with the client. 
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Post-Retirement 
 

Clients’ risk profiles change over time, with a significant change typically coming at the point 

of retirement. Objectives also change, which will likely prompt a change to an investment 

strategy. 

 

As a critical mass to support income needs throughout retirement has been built 

at this point, the focus now changes to sustainability – ensuring a client can 

meet their standard of living and not run out of money. This poses risks to the 

client around income drawdown and the long-term depletion of purchasing 

power through inflation. Not to mention people are now living for longer, 

meaning the pot has a longer timeframe to provide for.  

 

Financial MOT 
 

In a recent article, we discussed a ‘financial MOT’, being a high-level assessment of a client’s 

current position. Investment risk is so important and needs to be covered as part of this review 

on a regular basis.  

 

Creating the peace of mind achieved through recapping this position has to be invaluable at 

the moment. 


