Essentials


Risk Capacity & Need for Risk
	
	Client Name


	
	

	
	

	1
	Can the client afford to lose any money now without affecting cost of living materially?
	Yes
	No

	
	Details: If “yes” indicates higher capacity for loss, lower need to take risk.


	2
	Could the client wait several years to recover from losses incurred in an extended down market without affecting cost of living materially now or in the future?
	Yes
	No

	
	Details: If “yes” indicates higher capacity for loss, lower need to take risk.


	3
	Will lower than expected returns result in the client having to significantly lower living standard expectations?
	Yes
	No

	
	Details: If “yes” indicates lower capacity for loss, higher need to take risk.


	5.
	How long will it be before the client starts supplementing income from investments?
	0-5 years
	6-10 years
	+10 years

	
	Details: The longer the timeline before drawdown, the less significant capacity for loss is likely to be; for longer timelines the need to take risk may be high but capacity for loss may also be high, because of the time available for market recoveries.


	6.
	Are all foreseeable major capital expenses over the next 5 years backed by cash or near cash reserves?
	Yes
	No

	
	Details: If “yes” indicates that these funds are ring-fenced and not investible; all other funds can be invested; if “no” consideration should be given to applying a cash reserve before investing the balance of available capital.


	Adviser conclusion on overall capacity for loss / need to take risk: Where possible the conclusion reached should be made with reference to the clients current and future capital and income streams, which be kept available on the client advice file. If any other the answers above are contradictory this should be explained.
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