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Risk Profiler 

One of the best things about investing is that it can help you achieve major goals in the future. 
You also need to be comfortable along the way, which is why your ‘risk profile’ is so important.  

The right risk profile for you should take into account your investment goals, timeframe and attitude to risk – helping you achieve 
the right balance of risk and return. 

In this workbook, we help you determine your risk profile by exploring the different types of investments available. We also explain 
why a mixture of investments is important for your portfolio, and why a healthy attitude towards risk is essential to achieving your 
long-term goals. 

You should read the assumptions and limitations on this document before we determine your risk profile.

Major goals are expensive, investing can help

Child’s education2

On average, parents 
can expect to spend the 
following amounts in total 
schooling costs per child 
(includes tuition fees and 
extracurricular activities):

• Government sector: 
$47,290–$60,836

• Catholic sector: 
$160,331–$218,077

• Private school:  
$294,439–$448,034

Retirement1

A couple looking to achieve a 
‘modest’ retirement lifestyle 
need to spend $33,664 a 
year, while those seeking a 
comfortable retirement need to 
spend $58,128 a year.

A single looking to achieve a 
‘modest’ retirement lifestyle 
need to spend $23,363 a 
year, while those seeking a 
comfortable retirement need to 
spend $42,433 a year.

Wealth preservation3

Long-term inflation averages 
2.75% per year.

Over the past decade, 
inflation alone has eroded 
35% of purchasing power.

1 Source: ASFA Retirement Standard 2014.
2 Source: Good Schools Guide 2013, Hobsons Education Advances.
3 Source: Based on Australian Bureau of Statistics data. 2005 to 2014. 

Risk Profiler  |  3



What are the main types of investments?
Most investments can be split into ‘asset classes’, each of which provide different levels of risk and return.

• Risk is the probability of losing your initial investment or not receiving your expected income or growth return.
• Return is the increase or decrease in value of the investment you hold and consists of both income and capital gains/losses.

The following table shows the risk and return characteristics of the main asset classes:

Asset class Characteristics Risk Return

Cash
• Bank deposits
• Cheque accounts
• Cash management trusts

• Generates interest but no capital growth. 
• Investment value may not keep up with inflation.

Low Low

Fixed Interest
• Government bonds
• Fixed term deposits

• Generally pays higher rates of interest than cash but offers no 
capital growth. 

• Investment value may not keep pace with inflation.

Low/
moderate

Moderate

Property
• Residential
• Industrial
• Commercial
• Property trusts/REITS

• May provide income from rent or trust distributions. 
• Offers potential for capital growth  

(eg if property values rise).

High High

Shares
• Direct shares
• Managed funds
• ETFs

• Have historically achieved the highest returns on average over long 
periods of time.

• Offers potential for income (eg dividends) and capital growth (eg if 
share prices rise).

High High

Alternatives
• Hedge funds
• Managed futures
• Derivatives contracts
• Commodities

• Often performs differently to the traditional asset classes, which 
helps with diversification. 

• May involve a high degree of risk.

High High
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Asset classes performance over time
This graph shows the historical performance of the asset classes. As you can see, the higher risk asset classes tend to be more 
volatile – particularly when there are major political or economic events – but they typically deliver higher levels of growth over the 
long term.  

Source: Morningstar, Bloomberg
* Returns on benchmark indices with an initial investment of $100,000. Past performance is not a reliable indicator of future performance.
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Time reduces risk across asset classes
The longer you invest, the more predictable the performance outcomes are. For example, this chart shows the difference 
between the best returns and the worst returns among the different asset classes.

Looking at Australian Shares and International Shares, there can be a huge range of outcomes if you look at 1-year returns.  
But looking at 10-year returns, the range of outcomes is much smaller. Much of the volatility has evened out over time. 

Compare that to Cash, which has a much lower range of outcomes, but much lower average returns. 
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Source: Morningstar, Bloomberg
* The range of performance is calculated on a rolling monthly basis. Returns are annualised and compounded over different holding periods between 

1 January 2000 and 31 December 2014. Returns are calculated using benchmark indices. Past performance is not a reliable indicator of future 
performance.
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Picking winners isn’t easy
This graph shows the best-performing asset class each year in blue, and the worst-performing asset class in grey.  As you can 
see, there are no consistent winners or losers. However, the more growth-orientated assets (shares and property) are more likely 
to provide the highest returns in any given year. And they’re also more likely to provide the lowest returns in a year.  The more 
defensive asset classes of Fixed Interest and Cash are rarely the best performers, but they’re rarely the worst performers either. 

Year Australian 
Shares

International 
Shares

Australian 
Fixed Interest

International 
Fixed Interest

Property Alternatives Cash

1993 45.4% 24.2% 16.3% 13.5% 30.0% 10.4% 5.4%

1994 -8.7% -8.1% -4.7% -2.5% -6.3% -0.7% 5.3%

1995 20.2% 26.0% 18.6% 20.6% 14.3% 13.6% 8.0%

1996 14.6% 6.2% 11.9% 9.5% 14.2% 9.1% 7.6%

1997 12.2% 41.6% 12.2% 10.7% 21.8% 10.9% 5.6%

1998 11.6% 32.3% 9.5% 10.1% 18.4% 7.0% 5.1%

1999 16.1% 17.2% -1.2% 0.3% -4.2% -1.2% 5.0%

2000 5.2% 2.2% 12.0% 11.6% 18.9% 7.9% 6.2%

2001 10.4% -10.0% 5.5% 8.3% 14.8% 0.8% 5.3%

2002 -8.8% -27.4% 8.8% 11.6% 11.8% 12.4% 4.8%

2003 14.6% -0.8% 3.0% 6.6% 8.8% 8.7% 4.9%

2004 28.0% 9.9% 7.0% 8.9% 32.2% 3.3% 5.6%

2005 22.8% 16.8% 5.8% 3.8% 12.7% 1.7% 5.7%

2006 24.2% 11.5% 3.1% 5.4% 34.1% 3.5% 6.0%

2007 16.1% -2.6% 3.5% 6.6% -8.4% 7.6% 6.8%

2008 -38.4% -24.9% 14.9% 9.2% -55.3% 14.1% 7.6%

2009 37.0% -0.3% 1.7% 8.0% 9.6% -0.1% 3.5%

2010 1.6% -2.0% 6.0% 9.3% -0.7% 7.0% 4.7%

2011 -10.5% -5.3% 11.4% 10.5% -1.6% -3.1% 5.0%

2012 20.3% 14.1% 7.7% 9.7% 32.8% -1.7% 4.0%

2013 20.2% 48.0% 2.0% 2.3% 7.3% -1.4% 2.9%

2014 5.6% 15.0% 9.8% 10.4% 26.8% 7.7% 2.7%

Average 11.8% 8.4% 7.5% 8.4% 10.5% 5.4% 5.3%

Best 45.4% 48.0% 18.6% 20.6% 34.1% 14.1% 8.0%

Worst -38.4% -27.4% -4.7% -2.5% -55.3% -3.1% 2.7%

Source: Morningstar, Bloomberg
* Annualised performance as at 31 December 2014. Returns are calculated using benchmark indices. Past performance is not a reliable indicator of 

future performance. 
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Why diversification makes sense
Because it’s so difficult to predict which asset classes will perform well in any one year, it makes sense to diversify or spread your 
investment across different asset classes.

This strategy allows you to combine the benefits of potentially higher returns from growth assets with the reduced risk that 
defensive assets provide. If one or two asset classes perform poorly, you’ve generally got others that perform better to 
compensate for some or all of the losses.

The result of diversification is that you usually experience more consistent performance.

This chart shows an investment of $10,000 invested annually between 2010 and 2014 (last 5 years) and how four different 
portfolios performed.

• The first portfolio invested only in cash
• The second portfolio chased the ‘winners’ and invested in the best-performing asset class from the previous year.
• The third portfolio invested in the worst-performing asset class from the previous year hoping for a rebound. 
• The fourth portfolio invested consistently across all of the major asset classes.  

As you can see the diversified portfolio came out on top. 

Chasing the winners Investing in last year’s best-performing asset class
$66,724
(9.8% Average annual return)

$55,417
(3.4% Average annual return)

Staying in cash

Investing with the losers Investing in last year’s worst-performing asset class
$58,099
(5.0% Average annual return)

Asset Allocation Investing across several asset classes in a ‘Balanced’ model
$68,507
(10.7% Average annual return)

Note

Returns shown have been calculated using benchmark indices based on $10,000 invested annually between 2010 and 2014.

The asset allocation scenario is based on investments in a ‘Balanced’ portfolio diversified across different asset classes. Diversification does not assure 
a profit or protect against loss. It is possible to lose money in a diversified portfolio. The Balanced model is rebalanced on an annual basis and is before 
tax, includes both capital growth and income. The examples are for illustrative purposes only and do not reflect actual performance of any investments. 
The data is historical. Past performance is not a reliable indicator of future performance. It is not possible to invest directly in an index.
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What are the main risk profiles?

Typical asset allocation May be appropriate if Targeted 
long-term 
objecive

Suggested 
minimum 
timeframe

Probability 
of negative 
years

Expected 
forecast 
returns^ 

Cash only

Cash

100% Cash You prefer maintaining 
the current value of 
your investment above 
all other considerations.

Target 
inflation*+ 

1.0% 
- 1.5%

Any 0 years 3.75% pa

Defensive

Defensive

13.5% Australian Shares
6.5% International Shares
8% Property & Infrastructure
42% Fixed Interest
5% Alternatives
25% Cash

You prefer relative 
stability range of returns 
over the short to 
medium term with 
potential for modest 
long term growth.

Target 
inflation*+ 

3.0%

3–5  
years

1 in 9 years 6.4% pa

Moderate

Moderate

23.5% Australian Shares
13.5% International Shares
8% Property & Infrastructure
36% Fixed Interest
7% Alternatives
12% Cash

You prefer steadier 
performance over time 
with some opportunity 
for growth.

Target 
inflation*+ 

4.0%

3–5  
years

1 in 6 years 7.6% pa

Balanced

Balanced

31% Australian Shares
23% International Shares
8% Property & Infrastructure
24% Fixed Interest
9% Alternatives
5% Cash

You want some 
opportunity for growth 
and can tolerate some 
up and down 
movement in your 
portfolio’s value.

Target 
inflation*+ 

5.0%

5–7  
years

1 in 
5.5 years

8.6% pa

Growth 

Growth

37% Australian Shares
30% International Shares
8% Property & Infrastructure
12% Fixed Interest
10% Alternatives
3% Cash

You have a preference 
for growth and can 
tolerate significant up 
and down movement in 
your portfolio’s value.

Target 
inflation*+ 

5.5%

7–10+  
years

1 in 5 years 9.2% pa

High 
Growth

High Growth

38.5% Australian Shares
31% International Shares
10% Property & Infrastructure
7.5% Fixed Interest
10% Alternatives
3% Cash

You have a strong 
preference for growth 
and can tolerate wide, 
and sometimes 
sudden, up and down 
movement in your 
portfolio’s value.

Target 
inflation*+ 

6.0%

10+  
years

1 in 
4.5 years

9.5% pa

* Target inflation of 2.5% pa

^ Expected forecast returns are based on weight average of underlying asset classes and expected sector returns

Disclaimer:

The expected forecast returns are predictive and based on past performance for each underlying asset class. This is based upon modelling analysis 
of the expected variance in returns given the underlying neutral asset allocation represented across each portfolio. Whilst we have used every effort to 
ensure that the assumptions on which the expected forecast returns are based are reasonable, the returns may be based on incorrect assumptions or 
may not take into account known or unknown risks and uncertainties. Actual portfolio performance may differ materially from these expected forecast 
returns. Past performance is not a reliable indicator of future performance. 

C
onservative

A
ggressive
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How do you choose your risk profile?
Choosing your risk profile is one of the most important investment decisions you will make as it will largely determine how your 
investment will behave. 

Some of the main questions to help determine your risk profile are:

• How long do you have to invest? Is it a short-term goal, or should you invest in growth assets (which may potentially give 
you a higher return) because you won’t need access to funds for many years?

• What returns do you want to achieve? Will you meet your investment goals if you achieve a return of 5% per annum or do 
you need investments that can potentially offer 10% per annum?

• How much risk are you prepared to accept? Would you be comfortable if your portfolio could fall in value by up to 5% over 
your investment timeframe? What if, in any one year period, it could fall by 20%?

These considerations all go together and trade-offs are often required, as you don’t get high returns without taking some risks. 
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Risk profile performance over time
Different risk profiles behave differently in different market cycles. It’s important to understand how your risk profile behaves in 
different market cycles to make sure you are comfortable.

This graph shows the historical performance of the main risk profiles, including the impact of some of the major political and 
economic events.  
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* Model portfolios are rebalanced annually. Returns are calculated using benchmark indices. Past performance is not a reliable indicator of future 

performance.
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Time reduces risk across risk profiles*
The longer you invest, the more predictable the performance outcomes are. For example, this chart shows the difference 
between the best returns and the worst returns among the different risk profiles.

Looking at Growth and High Growth, there can be a huge range of outcomes if you look at 1-year returns. But looking at 10-year 
returns, the range of outcomes is much smaller. Much of the volatility has evened out over time.
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Source: Morningstar, Bloomberg
* Returns are calculated using benchmark indices. Returns are annualised and compounded over different holding periods between  

1 January 2000 and 31 December 2014. Past performance is not a reliable indicator of future performance.
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Cash vs shares
If you’re conservative by nature, investing in cash may appeal to you because of the reliable returns and lack of risk. But investing 
in cash alone will not deliver any capital growth which you may require to achieve your goals – a significant risk in itself.  

This chart shows the performance of cash vs shares over the last 20 years. You will see that cash never goes backwards, but it 
also never increases at a rapid rate. 

Even with the GFC factored in, the long-term result is significantly in favour of shares. 
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* Returns on benchmark indices with an initial investment of $100,000. Past performance is not a reliable indicator of future performance.
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Residential property vs shares
A common dilemma for many people is whether to invest your spare money in residential property or shares.

Some of the attractions of property is that it’s a tangible asset, you benefit from steady income (through rental returns), increases 
in the property value and you can make DIY improvements to increase the value of the investment. 

However, there are a lot of costs associated with owning property (e.g. stamp duty, loan interest, real estate agent fees, repairs 
and maintenance, strata fees etc.). There are also risks when you rent your property out (eg damage by tenants, period of 
vacancy etc.). Generally speaking, it’s up to you to manage your investment to make it a success. There is also potential risk that 
the value of your property may decrease.

When you invest in shares, you don’t have to manage any of the companies you’re investing in. But you do benefit from a 
company’s increase in value (ie through its share price) and from its profits (ie through dividends).  

Shares and investment properties can both be rewarding long-term investments. And depending on your situation you may find 
it’s worth investing in both to add diversification to your portfolio. 

You can refer to the chart below which shows the significant difference in returns over the long term between shares/property.
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Source: Morningstar, CoreLogic RP Data
* Returns on benchmark indices with an initial investment of $100,000. Past performance is not a reliable indicator of future performance.
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Real returns – factoring in inflation
To have a real impact on growing your wealth, you need your money to grow at a faster rate than inflation. 

Even if the rate of inflation remained at a relatively low 3% for the next 15 years, a $1.00 purchase made today will cost $1.56 in  
15 years’ time. If the after-tax return on your investments is less than the rate of inflation, the real value of your money will decline.

The graph below shows the inflation-adjusted returns from cash over the last 20 years. 

This highlights the dangers of investing only in cash or term deposits, which pay reliable income but don’t offer the potential for 
capital growth. 
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Source: Morningstar, RBA
* Returns on benchmark indices, after inflation, with an initial investment of $100,000. Past performance is not a reliable indicator of 

future performance.
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The dangers of timing the market
Many people try to pick when the best time to invest will be. They aim to invest when the market is low, and exit when the market 
is high, hoping to get more for their investment dollar. 

Unfortunately, markets are unpredictable, and this approach may mean missing out on some of the best days the market has to offer. 

Rather than trying to time your entry and exit points, a ‘buy and hold’ strategy means that you don’t allow yourself to be 
influenced by the ups and downs of the markets. Instead, you stay invested for the whole time.  

The table below shows the returns Australian shares investors would have achieved in the 15 years to 31 December 2014 – taking 
out the best individual days. As you can see, missing out on the best days by being out of the market can have a significant 
impact on your long-term performance. 

Best 50 days missing

Best 40 days missing

Best 30 days missing

Best 20 days missing

Whole period invested

-2.3%

-3.9%

-0.3%

1.9%

8.1%

-6.0% -4.0% -2.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0%

Source: Morningstar
* Returns based on S&P ASX 200 indices for 15 years to 31 December 2014. Past performance is not a reliable indicator of future performance.
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Risk in retirement
Sequencing risk is the risk of experiencing poor investment returns at the wrong time. If you experience poor investment returns 
around your retirement your portfolio may not have enough time to recover even if the market does eventually rebound.

Consider a portfolio where you contribute $5,000 annually before retirement, then withdraw $50,000 annually when you retire 
from 65 years of age, with an average return of 7% per annum. 

The chart shows that if you experience a loss 5 years to retirement you face the risk of potentially outliving your savings.  On the 
other hand may you fair better if you experience a significant loss later in retirement. Therefore it becomes important that you 
consider the amount of risk you are willing to take as this could impact your long term goals.
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Risk profile questions

What does risk mean to you?

What does return mean to you?

Risk Tolerance

Question 1
In general, how would you describe yourself financially?
1. A risk avoider
2. Cautious
3. Willing to take some risk after some planning and forethought
4. A real risk taker

Notes:

Write your response here Client 1: Client 2:

Question 2
How familiar are you with investment matters?
1. Not very familiar at all with investments and feel uncomfortable with the complexity.
2. Somewhat familiar. I don’t fully understand all investments including the sharemarket.
3. Very familiar I understand the various factors which influence investment performance.

Notes:

Write your response here Client 1: Client 2:

Question 3
When you think of the word “risk” which of the following words comes to mind first?
1. Loss
2. Opportunity

Notes:

Write your response here Client 1: Client 2:

Question 4
Suppose a year ago you invested your portfolio. Today you’ve checked its value and find it 
is now worth 20% less. How would you feel?
1. Panic – I’d want my adviser to sell, and invest the proceeds in cash.
2. Nervous – I’d want my adviser to sell part of the portfolio, and invest the proceeds in a less 

volatile investment.
3. Patient – I’d sit tight, expecting the portfolio to recover.
4. Positive – If I had any more money I’d invest it in the same portfolio.

Notes:

Write your response here Client 1: Client 2:

Adviser name:

Client 1 name:      Client 2 name
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Question 5

At the beginning of the year you have a significant amount of money to invest. The chart and 
options below show the performance of four possible investments. Each bar gives a range 
of possible returns over the next year ie with Portfolio 4 you have a chance of increasing 
your portfolio by 50% but equally likely to lose -30% over the year. Which investment would 
you prefer?

Portfolio 1

Potential best 
case return

Potential worse 
case return

15%

-5%

Portfolio 2 Portfolio 3 Portfolio 4

25%

35%

50%

-15%
-20%

-30%

60%

50%

40%

30%

20%

10%

0%

-10%

-20%

-30%

-40%

The chart is for illustrative purposes only and does not reflect the performance of a specific index or fund.

1. Portfolio 1
2. Portfolio 2
3. Portfolio 3
4. Portfolio 4

Notes:

Write your response here Client 1: Client 2:

Question 6

Suppose a relative left you an inheritance of $100,000, stipulating in the will that you invest 
in ONE of the following choices. Which one would you select?
1. A bank account or term deposit
2. A managed investment of shares and property
3. A portfolio of listed shares
4. Commodities like gold, silver, oil, agricultural products and derivatives

Notes:

Write your response here Client 1: Client 2:

Question 7

If you could increase your chances of improving your returns by taking more risk,  
would you be:
1. Unlikely to take much more risk?
2. Willing to take risk with a quarter of the money?
3. Willing to take more risk with half of the money?
4. Willing to take more risk with all of the money?

Notes:

Write your response here Client 1: Client 2:

Risk tolerance total score Client 1: Client 2:

Based on your total risk tolerance score, your indicative risk profile has been assessed as follows:

INDICATIVE RISK PROFILE

 23 – 25 High Growth 12 – 15 Moderate
 20 – 22 Growth 9 – 11 Defensive
 16 – 19 Balanced 7 – 8 Cash Only

Client 1: Client 2:
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Financial Goals

Question 8

Which of the following best describes your financial goals?
1. Avoid losing your capital
2. Achieve returns above inflation
3. Generating some current income and growing assets over an extended time frame
4. Growing assets substantially over an extended time frame

Notes:

Write your response here Client 1: Client 2:

Question 9

How do you expect your standard of living five years from now to compare to your standard 
of living today?
1. Less than it is today
2. The same as it is today
3. Somewhat higher than it is today
4. Substantially greater than it is today

Notes:

Write your response here Client 1: Client 2:

Question 10

I believe I need to take greater investment risk to meet my financial goals
1. Disagree
2. Agree

Notes:

Write your response here Client 1: Client 2:

Financial goals total score Client 1: Client 2:

Based on your total score, your financial goals indicator has been assessed as follows:

FINANCIAL GOALS ASSESSMENT:
3–4 Low
5–7 Med
8–10 High

Client 1: Client 2:
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Time Horizon

Question 11

How long would you invest the majority of your money before you think you would need 
access to it? (assuming you don’t have any short term cashflow and/or emergency 
requirements)
1. in 2 years or less
2. Within 3–5 years
3. Within 5–7 years
4. Within 7–10 years
5. Not for 10+ years

Notes:

Write your response here Client 1: Client 2:

Question 12

Which of the following best describes your current stage of life? (ie closest fit)
1. Retired. You rely on existing funds and investments to maintain your lifestyle in retirement.  

You may already be receiving a government pension or superannuation pension.
2. Preparing for retirement. You own your home and have few financial burdens; you want to 

ensure you can afford a comfortable retirement.
3. Mature family. You are in your peak earning years and your finances are under control. You 

both work and you may or may not have children that are growing up or have left home.
4. Young family with financial commitments.
5. Couple without children. Preparing for the future.
6. Single. Ready to accumulate wealth for future short and long term goals.

Notes:

Write your response here Client 1: Client 2:

Time horizon total score Client 1: Client 2:

Based on your time horizon total score, your time horizon indicator has been assessed as follows:

TIME HORIZON ASSESSMENT:

2–4 Low
5–8 Med
9–11 High

Client 1: Client 2:
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Preferred risk profile

Validation (choose applicable scenario)

SCENARIO RESPONSE

Looking at your investments, let’s look at a particular 
market event. If you had invested as per your 
indicative risk profile this is what your portfolio 
would’ve looked like. How would you have felt about 
the movement?

Refer to chart:

$90,000

$110,000

$130,000

$150,000

$170,000

$190,000

$210,000

CashHigh GrowthGrowthBalancedModerateDefensive

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

US subprime 
crisis leads to 
credit crunch

European 
sovereign
debt crisis

Global Financial 
Crisis

If we invest your assets in your indicative risk profile, 
and predict the expected returns from now until 
you reach your goal (ie retirement), this shows the 
best-case and worst-case scenarios that are likely 
to happen. How do you feel about that range of 
outcomes?

Refer to chart:

30.0%

20.0%

10.0%

0.0%

-10.0%

-20.0%

-30.0%

Growth

25.3%

17.4%

-5.8%

-2.2%

13.6%

3.6%

15.9%

-23.0%

High Growth
26.4%

18.1%

16.2%

13.7%

3.3%

-3.0%

-6.9%

-25.5%

Balanced

21.3%

-17.6%

-3.4%

-0.3%

15.3%

14.6%
12.9%

4.3%

Moderate

-11.6%

-0.5%

1.9%

5.2%

13.1%

16.8%

12.7%
11.7%

Defensive

12.5%

-5.2%

10.5%

2.1%

3.6%

10.7% 10.6%

5.7%

One-year holding period

Three-year holding period

Five-year holding period

Ten-year holding period

If we invest your assets in your indicative risk profile, 
and predict the most likely outcome against your 
goal (ie retirement), this is the expected outcome. 
How would you feel if we lowered your expected 
goals? Or how would you feel if we dialled up your 
risk profile?

Refer to chart:
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$210,000

CashHigh GrowthGrowthBalancedModerateDefensive
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US subprime 
crisis leads to 
credit crunch
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sovereign
debt crisis

Global Financial 
Crisis
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 Indicative risk profile

 Indicative risk profile

Client 1 Client 2

 

 Financial goals indicator

Client 1 Client 2

 

 Time horizon indicator

Client 1 Client 2

 Preferred risk profile

 Based on further discussion, your preferred risk profile is:

Client 1 Client 2

Reasons for choice of preferred risk profile if different to the indicative risk profile:

Alternative  
Asset Allocation

Client 1:  
Preferred  
Risk Profile

Client 1:  
Alternative  
Asset Allocation

Client 1:  
Preferred  
Risk Profile

Client 1:  
Alternative  
Asset Allocation

Australian shares 

International shares 

Property & Infrastructure

Fixed Interest 

Alternatives 

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

 %

Exceptions: Reasons:

Declaration
   I/We declare that I/we am/are comfortable with the risk profile that I/we have been assigned and I/we understand 
that this will be used to assist in determining an appropriate financial strategy for me/us.

   I/We confirm that my/our adviser has discussed gearing as a strategy with me/us, including but not limited to the 
long-term nature of this strategy, the increased impact of positive and negative returns due to borrowed funds, the 
risks involved in a gearing strategy and the importance of understanding options in relation to unwinding the strategy 
should my/our financial circumstances change or the strategy no longer be appropriate for me/us.

Client 1 Signature

Date (dd/mm/yy)

/ /

Client 2 Signature

Date (dd/mm/yy)

/ /
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Returns guide
Investor Profile DEFENSIVE

Timeframe 1 year 5 year 10 year

Output potential high return potential low return potential high return potential low return potential high return potential low return

Return (%) Annual 12.5% -5.2% 9.7% 3.6% 10.3% 5.7%

Probability of a negative return 8% 0% 0%

 $50,000  $56,232  $47,379  $79,405  $59,729  $133,596  $87,398 

 $100,000  $112,464  $94,757  $158,811  $119,458  $267,192  $174,795 

 $150,000  $168,696  $142,136  $238,216  $179,187  $400,788  $262,193 

 $250,000  $281,161  $236,894  $397,027  $298,645  $667,980  $436,988 

 $500,000  $562,321  $473,787  $794,053  $597,289  $1,335,961  $873,976 

 $750,000  $843,482  $710,681  $1,191,080  $895,934  $2,003,941  $1,310,963 

 $1,000,000  $1,124,642  $947,575  $1,588,106  $1,194,578  $2,671,921  $1,747,951 

 $3,000,000  $3,373,926  $2,842,724  $4,764,319  $3,583,735  $8,015,764  $5,243,853 

Investor Profile MODERATE

Timeframe 1 year 5 year 10 year

Output potential high return potential low return potential high return potential low return potential high return potential low return

Return (%) Annual 16.8% -11.6% 11.1% 1.9% 11.5% 5.2%

Probability of a negative return 13% 0% 0%

 $50,000  $58,391  $44,208  $84,658  $54,905  $148,869  $83,203 

 $100,000  $116,782  $88,416  $169,315  $109,809  $297,738  $166,407 

 $150,000  $175,174  $132,624  $253,973  $164,714  $446,607  $249,610 

 $250,000  $291,956  $221,040  $423,288  $274,523  $744,345  $416,017 

 $500,000  $583,912  $442,079  $846,575  $549,046  $1,488,690  $832,034 

 $750,000  $875,869  $663,119  $1,269,863  $823,569  $2,233,035  $1,248,052 

 $1,000,000  $1,167,825  $884,158  $1,693,150  $1,098,092  $2,977,380  $1,664,069 

 $3,000,000  $3,503,475  $2,652,475  $5,079,450  $3,294,276  $8,932,140  $4,992,207 

Investor Profile BALANCED

Timeframe 1 year 5 year 10 year

Output potential high return potential low return potential high return potential low return potential high return potential low return

Return (%) Annual 21.3% -17.6% 12.5% -0.3% 12.5% 4.3%

Probability of a negative return 24% 2% 0%

 $50,000  $60,671  $41,176  $90,262  $49,145  $162,856  $76,371 

 $100,000  $121,343  $82,352  $180,525  $98,290  $325,712  $152,743 

 $150,000  $182,014  $123,528  $270,787  $147,435  $488,568  $229,114 

 $250,000  $303,357  $205,879  $451,311  $245,725  $814,280  $381,856 

 $500,000  $606,715  $411,759  $902,623  $491,451  $1,628,561  $763,713 

 $750,000  $910,072  $617,638  $1,353,934  $737,176  $2,442,841  $1,145,569 

 $1,000,000  $1,213,429  $823,518  $1,805,246  $982,901  $3,257,122  $1,527,425 

 $3,000,000  $3,640,287  $2,470,553  $5,415,737  $2,948,704  $9,771,366  $4,582,275 

Investor Profile GROWTH

Timeframe 1 year 5 year 10 year

Output potential high return potential low return potential high return potential low return potential high return potential low return

Return (%) Annual 25.3% -23.0% 13.5% -2.2% 13.2% 3.6%

Probability of a negative return 29% 10% 0%

 $50,000  $62,651  $38,481  $94,285  $44,722  $172,522  $70,956 

 $100,000  $125,302  $76,962  $188,570  $89,445  $345,044  $141,911 

 $150,000  $187,953  $115,442  $282,855  $134,167  $517,566  $212,867 

 $250,000  $313,255  $192,404  $471,426  $223,612  $862,610  $354,779 

 $500,000  $626,511  $384,808  $942,851  $447,224  $1,725,221  $709,557 

 $750,000  $939,766  $577,212  $1,414,277  $670,836  $2,587,831  $1,064,336 

 $1,000,000  $1,253,022  $769,616  $1,885,702  $894,449  $3,450,441  $1,419,115 

 $3,000,000  $3,759,065  $2,308,848  $5,657,106  $2,683,346  $10,351,323  $4,257,344 

Investor Profile HIGH GROWTH

Timeframe 1 year 5 year 10 year

Output potential high return potential low return potential high return potential low return potential high return potential low return

Return (%) Annual 26.4% -25.5% 14.0% -3.0% 13.3% 3.3%

Probability of a negative return 29% 10% 0%

 $50,000  $63,207  $37,226  $96,203  $42,883  $174,661  $69,325 

 $100,000  $126,414  $74,451  $192,406  $85,767  $349,323  $138,650 

 $150,000  $189,621  $111,677  $288,609  $128,650  $523,984  $207,975 

 $250,000  $316,036  $186,128  $481,015  $214,417  $873,307  $346,625 

 $500,000  $632,071  $372,256  $962,030  $428,834  $1,746,613  $693,251 

 $750,000  $948,107  $558,384  $1,443,045  $643,251  $2,619,920  $1,039,876 

 $1,000,000  $1,264,143  $744,513  $1,924,060  $857,668  $3,493,226  $1,386,502 

 $3,000,000  $3,792,429  $2,233,538  $5,772,181  $2,573,004  $10,479,679  $4,159,506 
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Assumptions and limitations

Assumptions

The following indices were utilised for the respective asset classes:

• Australian Shares – S&P/ASX 200 Index

• International Shares – MSCI World ex Australia Index

• Australian Fixed Interest – Bloomberg AusBond Composite 0+ Yr

• International Fixed Interest – Barclays Capital Aggregate Bond Index

• Property – S&P/ASX 300 A-REIT Index

• Australian Residential Property – CoreLogic RP Data Daily Home Value Index Accumulation Indices

• Alternatives – Barclay CTA Index*

• Cash – Bloomberg AusBond Bank Bill Index.

Returns on benchmark indices are calculated before fees and tax and includes both capital growth and income reinvested.  

Information current as at 1 January 2015. This Information may contain material provided directly by third parties and is given 
in good faith and has been derived from sources believed to be accurate at its issue date. It should not be considered a 
comprehensive statement on any matter nor relied upon as such. While such material is published with necessary permission, 
no company in the Westpac Group accepts responsibility for the accuracy or completeness of, or endorses any such material. 
Except where contrary to law, we intend by this notice to exclude liability for this material. 

* Note: Returns for the Barclay CTA Index are derived in US Dollars

Limitations

The suggested risk profile at the end of the questionnaire depend on subjective factors such as your risk tolerance and financial 
situation. For this reason, you should view them only as broad guidelines on how you might consider investing your savings. It is 
important to review historic returns of short-term investments, bonds and stocks carefully over various holding periods to see if 
you can accept the level of risk in a given investment mix.

This workbook (including the questionnaire) does not provide comprehensive investment advice, such as advice on buying a 
specific share or bond, and should not be considered the sole or primary basis on which you make investment decisions. You 
should consult your advisor before making an investment.

Financial projections relevant to you depend greatly on certain assumptions, especially for inflation rate, investment expenses, 
taxes and investment return. It is difficult to forecast such rates and returns accurately, especially over long periods. Therefore 
it is critical to update projections periodically to accommodate any changes in assumptions. The longer the time horizon, the 
more likely any change in assumptions will have a significant impact on the results. Even small changes can lead to substantial 
variations in results over time.  
A 1% change in investment return can have a significant impact on your ability to meet your goals over the long term.

It is important to revise your risk profile periodically based on your experience and changing investment timeframe and 
changing goals.
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Notes
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This information was prepared by Merit Wealth Pty Ltd, ABN 89 125 557 002 AFSL 409361 and is current as at 1 January 2015. This publication provides an overview or summary only and it 
shouldn’t be considered a comprehensive statement on any matter or relied upon as such. The information in this publication does not take into account your objectives, financial situation or 
needs and so you should consider its appropriateness having regard to these factors before acting on it and obtain financial advice. Any taxation position described in this publication is a 
general statement and should only be used as a guide. It does not constitute tax advice and is based on current tax laws and our interpretation. Your individual situation may differ and you 
should seek independent professional tax advice. The rules associated with the super and tax regimes are complex and subject to change and the opportunities and effects will differ depending 
on your personal circumstances. LSWL16156D-0415rk

Contact Merit Wealth Pty Ltd for further 
information on 1300 785 611 or visit 
www.meritwealth.com.au


