management




Risk




Relatively low in the UK these days (but Banking Sector?)

Danger if investing in, say, Egypt (Centamin Egypt)

Change of government creating new fiscal and monetary




Risk
OPERATIONAL RISK{INCLUDING FRAUD & COUNTERRARTY RISK)

fall in value resulting in an investor not meeting his/her risk and return objectives.

Operational risk looks at risks that arise from the investment process.

These include:
Counterparty/Settlement Risk - the counterparty (often institutional), to a transaction may
ttle — Lehmans. Early structured products particularly vulnerable.

isappropriation of funds — Keydata - Madoff

ions (fend to come to light in a recession)




Risk

WHEN THE TIDE GOES OUT DO YOU DISCOVER




Risk

MARKET TIMING

Timing and timescales are very important but very hard to
predlc’r shor’r term movements. Luck is a factor whether you like
r not. Essential fo ensure the client understands that,
r than a shor’r term trader, they need
ting in these markets.



Risk

DIVERSIFICATION - RELATIVE RISK




What would you expect to be the types of investments at
the bottom of the line?

Cash

ilding Societies




Diversification — Relative Risk
And the investments at the top of the line?

Listed shares
Unlisted shares including AIM

Property
Loan stocks ( ex FTSE 100)




‘Take calculated risks. That is quite
different from being

rash’

ican General in




Diversification — Relative Risk

DIVERSIFICATION CAN COME IN VARIOUS FORMS

Different Asset classes can be held in portfolio — different betas to
smooth out returns

Equity investment spread over world markets. Individual stock
markets do not always move in the same direction although
correlation has increased in recent years.

individual companies




Diversification — Relative Risk

Top 5 FTISE companies by market cap

HSBC Holdings £95bn
Vodafone Group £86bn
BP £84bn
Royal Dutch Shell £79bn

ith Kline £69bn




