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SSC # 16 UNDERSTANDING INVESTMENT RISK & RETURN
This course is eligible for:

4 Life & A&S CE Credits for BC, SK, MB & ON.

4 Life CE Credits ONLY for AB.

General CE Credits as marked on certificates for some Provinces.

Target Audience

This course is designed for licensed financial advisors, insurance professionals,
investment representatives, financial planners, and other practitioners responsible for
assessing client suitability, managing investment recommendations, and complying with
regulatory “Know Your Client” (KYC) and risk-assessment requirements. It is also
appropriate for advisors seeking to strengthen their understanding of risk management
principles, portfolio construction, and client communication related to market volatility and
financial decision-making.

Course Overview

Understanding a client’s tolerance, capacity, and perception of risk is fundamental to
providing suitable financial advice. Advisors must be able to evaluate how clients respond
to uncertainty, market fluctuations, and potential losses—while also recognizing that risk
has multiple dimensions that influence investment decisions.

This course provides a comprehensive examination of investment risk and return,
including the behavioural, mathematical, and regulatory components that shape client
outcomes. Advisors will explore the seven primary types of investment risk, the
relationship between risk and return, and the tools used to measure and manage risk
within a diversified portfolio. The course also addresses how risk considerations influence
insurance underwriting, premium structures, and long-term financial planning.

Through practical examples, regulatory guidance, and real-world scenarios, advisors will
learn how to assess client profiles more accurately, communicate risk effectively, and
align investment strategies with client goals, constraints, and life circumstances.



Purpose of the Course

The purpose of this course is to equip financial advisors with the knowledge and skills
necessary to:

* Accurately assess and document a client’s risk tolerance, risk capacity, and risk
perception.

* Understand how various forms of investment risk influence portfolio performance
and client outcomes.

* Apply risk-management principles to create balanced, compliant, and
client-appropriate investment strategies.

« Strengthen compliance with KYC, suitability, and regulatory expectations.

* Improve client communication by explaining risk and return concepts in clear,
practical terms.

Ultimately, the course ensures advisors can responsibly guide clients through market
uncertainty while protecting both the client’s financial well-being and the advisor’s
professional obligations.

Learning Objectives

Upon successful completion of this course, the financial advisor will be able to:

Risk Fundamentals & Client Assessment

» Distinguish between risk tolerance, risk capacity, and risk perception, and explain
how each influences investment suitability.

« Conduct more effective client interviews to uncover behavioural attitudes toward
risk and responses to market volatility.

* Recognize how risk aversion can be as detrimental as excessive risk-taking when
constructing a portfolio.

Types of Investment Risk

+ Identify and explain the seven major types of investment risk, including market risk,
interest rate risk, inflation risk, liquidity risk, credit risk, reinvestment risk, and
business/industry risk.

» Describe strategies to mitigate or protect against each type of risk.

Risk & Return Concepts

« Define and apply key investment terms such as probability distribution,
reinvestment rate risk, standard deviation, risk tolerance, and related concepts.

+ Explain the relationship between risk and expected return, and how this
relationship influences portfolio design.



Evaluate how inflation affects purchasing power and identify methods to protect
client portfolios from inflationary pressures.

Risk Measurement Tools

Use Alpha and Beta to measure portfolio performance and volatility relative to
benchmarks.
Interpret risk metrics to support suitable investment recommendations.

Portfolio Construction & Management

Describe the benefits of a well-balanced and diversified portfolio.

Apply principles of asset allocation and identify factors that influence allocation
decisions.

Understand the four principles of liquid risk management and how they apply to
client portfolios.

Evaluate risk control and financing alternatives, including risk transfer strategies.

Industry Applications & Compliance

Explain how risk and return considerations influence insurance underwriting and
premium calculations.

Understand the unique investing habits and principles often observed among
women investors.

Demonstrate a thorough understanding of the Know Your Client (KYC) rule and its
role in suitability and compliance.

Identify key regulatory requirements related to risk assessment, documentation,
and advisor obligations.



