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Session Description:
Despite being a requirement for FINRA-registered brokers and insurance agents, and a matter of fiduciary protection for registered investment advisors, most financial advisors today give short shrift to risk tolerance questionnaires. But does all this really mean that risk tolerance questionnaires are universally worthless, and that there’s no value to trying to measure a client’s risk tolerance by any means? Absolutely not! Instead, what’s necessary is to delve deeper on both fronts. This session will explore in greater depth exactly what risk tolerance is and what you’re trying to measure, and to consider what’s required to truly design a quality risk tolerance questionnaire or to properly assess risk tolerance for clients. 

Learning Objectives:
- LO #1: Explain the new risk profile paradigm and define the three risk components of the new paradigm.

- LO #2: Be able to distinguish between risk capacity and risk tolerance and evaluate how the new risk profile utilizes both of these components.

- LO #3: Describe how risk perception changes and list the common mental heuristics associated with risk perception.

- LO #4: Define the two risk attitude approaches. Explain the pros and cons of each approach.


Level of Complexity:
- Intermediate

Topic Area(s):
- General Principles of Financial Planning 

Hour(s) of CE:
- 1 hour


Outline:
· Understanding Risk Tolerance – introduction			5 minutes
· Reviewing the traditional risk tolerance approach			5 minutes
· Breaking apart the new paradigm					4 minutes
· Distinguishing risk capacity from tolerance				5 minutes
· Integrating risk perception						7 minutes
· Risk perception and client insurance & investment behavior		7 minutes
· Integrated application of risk tolerance, capacity, perception	5 minutes
· Approaches to properly measure risk	for insurance and 							investment purposes				5 minutes
· Psychometrics and risk tolerance questionnaires			7 minutes
· Bringing it all together – creating a client risk profile		5 minutes
· Summary & Q&A							5 minutes
	Total: 60 minutes
