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	Unit standard	28102

	Title
	Demonstrate understanding of risk and return on investment for a personal financial investment portfolio

	Level
	3
	Credits
	4
	Version
	3



	Student guidelines



You will be given a scenario and assessed on how well you:

· Discuss and compare three (3) personal financial investment options in relation to risk, return on investment, and volatility.
· Identify, explain and justify at least 2 (two) risk management strategies for the personal financial investor profile and portfolio.

	AWARD of Grades
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	· For award with Achieved, you must discuss and compare three investment options for a personal investment portfolio in relation to risk, return on investment and volatility; identify and explain risk management strategies in relation to the investor profile and personal financial investment portfolio.
· For award with Merit, you must explain the identified risk management strategies and make links to the personal financial investor profile and portfolio.
· For award with Excellence, you must explain the identified risk management strategies and justify the choice of risk management strategies for the personal financial investor profile and portfolio.
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	Conditions of ASsessment
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	This is an open book assessment. You may use any information to help you complete the task(s).  Answers must be in your own words.



Your assessor will provide you with information regarding timeframes for this assessment.



Definitions:
· Investment portfolio refers to holding a range of different asset classes, including cash, fixed interest, property, shares.
· Investor profile refers to an individual's preferences in investment.  The profile would consider personal or social traits such as age, income, wealth, family, tax situation; attitudes; the investor’s financial objectives and tolerance of risk.
· Return on investment is dependent on the type of investment option and may refer to capital gain, rental income, interest, yields, dividends, and bonus issues.
· Risk is dependent on the type of investment option and may refer to the – theft of money or property, theft of identity through fraud or scams, change in value of assets, loss or damage due to natural or man-made events.
· Risk management strategies refers to diversification, credit ratings, dollar, cost averaging, time in the market, timing the market, hedging.
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	Scenario



	Angela is an administrator in her early twenties.  She’s in a flatting situation and has been in a relationship for one year.  She plans to have a family one day and potentially owning her own home.  She has $1,000 in a savings account, owns a car, has no debt, and saves $100 per week.  She has about $5,000 in a conservative KiwiSaver account and makes the minimum employee contribution.

She has inherited $10,000 from her grandfather’s estate and is looking at investment options.  Her brother with his share of the estate is starting his own restaurant – he has no business experience but is a good cook.  He has suggested that she invest some money in the business.



Possible investment options for a personal financial investment portfolio:

· Term deposits
· Debentures
· Collectibles
· Futures
· Options
· Property
· Shares
· Business ownership
· Managed funds
· Bonds
· KiwiSaver
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	Task



1. Choose three (3) investment options Angela could consider.

	Option 1:
	



	Option 2:
	



	Option 3:
	



Use the following table to discuss and compare the options against each other in relation to risk, return on investment and volatility.

	Risks:

	






















	Return on investment:

	

















	Volatility:
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2. Identify at least two (2) risk management strategies that Angela could consider for her personal investment portfolio.  Explain how each strategy will manage the risk, making links to the investor profile and portfolio. Justify the choice of risk management strategies for Angela in terms of her investor profile and investment portfolio.

	Strategy
	How it will manage risk for her situation
	Links to investor profile and portfolio
	Justification for choice

	#1	
	
	
	

	#2	
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