
Risk 
Tolerance 

Determining a Client's Risk Pro�le. 

There are risk pro�ling questionnaires that can help you to assess the client's risk tolerance.
They often have limitations which means where results are produced, they may not be accurate.
Therefore, these questionnaire should be used a starting point only. You need to actively mitigate these 
limitations through the suitability assessment and the 'know your customer' process.

When determining a client's risk pro�le there are several things you need to consider...

Inconsistent 
Answers 

Answers to the risk questionnaire should be reviewed to see if there are any inconsistent answers 
present.
This can highlight if the client has misunderstood the question/questions, possibly leading to another 
risk pro�le being selected.
Any inconsistencies should be documented, discussed and a response provided.

Amended 

Risk Profile 

The client may not agree with the risk pro�le and may be overridden. 
If this is the case, you need to evidence any discussions and provide reasons why this is suitable for the 
client.
This is especially important where the client wants to take a higher level of risk.



Knowledge & 

Experience 

Knowledge and experience plays a big part of ensuring the client has some understanding, of the level of 
risk advised to them to ensure it is appropriate for their circumstances.
Evidence is the key here, details of how, what and when regulated �nancial products have been 
purchased as well as, the nature, frequency and volume of the client’s transactions.
There is further guidance on this topic in our Knowledge Base under Client Journey & Advice folder. 

Capacity 

for Loss

You need to be able to evidence at what point will the clients losses impact on their standard of living.
We say the best way is to evidence this in in £s, %s or both. This can be done by using cash�ows and 
running market crash scenarios. Can the client still afford to meet their objectives despite this loss?
Do not label the client’s risk tolerance as their capacity for loss. They are two separate things which 
should be assessed accordingly.

Can the client meet their objectives without taking any risk?
If they can, why do they need to be exposed to any risk? Evidence to support this needs to be provided.
What is the consequence if an objective is not met or a target is not achieved?

The need to 

take risk 


