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_?ﬂlﬂﬂhtymhermwmm;mtfuhn It may also be that Christa, like many entrep
perceives herself as having control over her high-risk endeavors. Shﬂmayﬁeﬁ,
mmmﬁnsknfmwmmnthﬂmwhchshﬁfmlﬂmdnmm
Christa’s ability to accept risk is average to above average. At 23, Christa
young investor with a long investment horizon. Her new portfolio is subs
from the pmpm’twﬂ of an artist who has been able to support hEIEE]f'I!!"lHi : m-"
G mimf €50,000. It may not be substantial enough, however, g;w:nhﬂmﬁ#
# ‘"¢*' ' Eliistasbelnw—wmgewmmgmssmdawtﬂ ibove-average
’r}f mwmmtmk support an overall classification of *average * risk to
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o ar | annual income of €132,500 just covers her annual mshuﬁ

: ﬁ Iﬂﬂm tﬂkmga::cﬂuﬂtﬂftheaﬂﬂ taxprmﬁ:nmﬂm;qi&
(€1, , her balanced mutual funds (€75,000), and her money

) portfolio return is €82,500, equal to 7.
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- portfolio performance reviews, the need for an interim re-evaluation of
ﬁalmuﬁntihnuld always be considered. Possible triggers for a policy st
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| 3 ~ ~ + Achangein personal circumstances affecting risk/return objectives or g
i mnsh-mrlts Examples could include an increase in expedm:t mmn:ur
_ portfolio sources, uninsured health problems, and marriage.
“» A change in market conditions affecting long-term risk/return relati
i m:ulanﬁes Examples could include a shift in outlook for inflz L;. :
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essible through commingled investment funds and Retirer nen
ange ifﬁu; Iaws* An example could be elimination of capital g
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VL Hﬂ!ﬂ IEHHE actions will aagmﬁcanﬂy reduce h:a pnrtlhlw. anaﬂlﬂyﬂﬂ
- make him aware of his financial vulnerability and the long-term consequences of his
- actions. The potential costs of the accident have created an immediate need for liquidits
- Currently, Hans has a diversified equity portfolio valued at €200,000 and cash of s
€100,000. If he has not already done so, the cash should immediately be used to retain

attorney for his upcoming legal challenges. Heshnu!dalsnnmkehmﬁnanmnlaﬁﬂm--w__ =
aware of his situation and instruct him or her to establish a high level of purtfblm T
liquidity. Hans should also notify his father that a proportion of his holdingsin *‘j
IngerMarine may need to be converted to cash, if possible. Alternatively, he may be ahl& e
to obtain a loan, using IngerMarine shares as collateral. If the IngerMarine holdings i a,ﬁﬁ
cannot be monetized, Hans may be able to borrow against the equity in his home. G ‘ET,
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6. In light of the auto accident, Hans must reassess his investment portfolio. Asmmg‘ﬂﬂt
the legal challenges against him are successful, he stands to lose €1,000,000 in savings _Z ¥
(after insurance). In addition, his legal fees may be large, resulting in a further decline 1!1 .;.'
net worth. His salary has not been reduced, but depending on the outcome of his legal
troubles, he may face job termination. Hans® investment pemunahtjf profile classified hi‘n:l 4
as a spontaneous risk-taker and his propensity to engage in riskier investing will hﬁem J
be reevaluated. Even though Hans is young, his ability to take risk has been severely d
curtailed by the recent incident. His net worth may be reduced by as much as half, anﬂiu ﬁj

: 'fanes the pﬂtﬂﬂtmi loss of his current income. Hans will now need to consider rﬂbm!-dulg =

* his life, engaging in lower-risk investing until his contingent liabilities are settled. et H

‘Fﬁtﬁ and Hilda are subject to a flat tax of 25 percent on all income and a capital gains tax S
".': o imm ‘The analysis below presents comparative after-tax rﬂm Even thoughthe
' High Growth Stock Fund maintains high portfolio turnover, its retumn is mgh enoughto




