[image: image1.png]




[image: image2.jpg]uinjal jusadiad

portfolio risk



[image: image3.jpg]investing.visualized



The Efficient Frontier

The ability to describe efficient investing started with Harry Markowitz in 1952. One of the results of his Nobel Prize-winning work was the creation of the “efficient frontier” model. Shown as a curved line, the efficient frontier marks the ideal rate of return for a certain amount of risk. Investors of all types strive to stay as close to the line as possible to maximize the effectiveness of their investments.
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100% Stocks


The tradeoff between risk and return is not always equal. Past an 80/20 blend, portfolios begin to gain considerably more risk without significantly more return. 
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20% Bonds


 





Past performance is no guarantee of future results. Risk and return are measured by standard deviation and arithmetic mean, respectively. This is for illustrative purposes only and not indicative of any investment.





100% Bonds


Although bonds are safe investments, an all-bond portfolio carries the same risk as a diversified portfolio while not providing nearly the same return.
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Minimal Risk


Individual stocks are riskier than bonds. Having a blend of both assets provides true minimal risk. 
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Power of Diversification


Some portfolios lack adequate diversity and do not provide the efficiency needed. Increasing efficiency can either decrease risk while maintaining return or increase returns without raising overall risk.








