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Attitude to Risk Questionnaires 
 

In last month’s newsletter, we introduced the subject of how we go about assessing our 
client’s risk profile. We emphasised how important it is to have a shared understanding 
of risk.  
 
We then considered the three components of a client’s risk profile, namely 
 
1. Their ability to take risk. 
2. Their willingness to take risk. 
3. Their need to take risk. 
 
As we identified, components 1 and 3 are largely driven by factual considerations such 
as our personal financial circumstances. On the other hand, our willingness to take risk 
is determined by our psychology and, as a result, is more difficult to qualify and quantify. 
 
In this month’s newsletter, we are going to provide an insight into the questionnaire we 
use to help us gauge a client’s willingness to take risk. 
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Background to Attitude to Risk  
Questionnaires 
 
When some of us started in the financial planning 
profession, many moons ago, how we gauged a 
client’s willingness to take risk was fairly primitive. 
 
We can remember talking to clients about a risk 
scale of 1 to 10 where 1 was an individual who 
would keep their money under the bed and 10 
was a gambler. We would ask our client where 
they saw themselves on the scale. Not  
unsurprisingly, most answers were in a fairly  
narrow range between 4 and 6! 
 
Through the 1980s and early 1990s, risk profiling 
questionnaires were introduced which covered a 
mix of goals, time horizon, risk tolerance and  
investment experience. Scoring was rudimentary 
and arbitrary. 
 
In the late 1990s, the introduction of psychometric 
risk tolerance testing marked the introduction of 
science into the risk tolerance assessment  
process. Since then, there has been continual 
development in the use of science within the 
questionnaires. 
 
Although science is now playing a far more  
important role in the development of  
questionnaires, an effective questionnaire will still 
be one which prompts a lively conversation  
between planner and client about all of the  
various factors which need to be taken into  
consideration when determining a client’s risk 
profile. 
 
Psychometric risk profiling 
 
Psychometric risk profiling gives a profile of an 
investors’ attitude towards common investment 
risks such as capital loss; investment volatility; 
lack of liquidity; lack of diversification;  
underperformance due to overly conservative  
investment choices and not meeting a desired 
investment objective such as repaying a  
mortgage or keeping pace with inflation. 
 
 
 

It follows that the score from a psychometric risk 
questionnaire does not say anything about which 
of the risks most concerns an investor, nor  
anything directly about the personal  
circumstances of the investor. 
 
The risk profile from the questionnaire provides 
a starting point for an informed discussion about 
the nature of risk and the investment return 
which might be achieved by taking it. 
 
The risk profile provides unique insights into the 
investor’s feelings about investment risk in  
general and throws light on the psychological 
make-up of the individual. For example, is he or 
she a worrier or someone who enjoys a bit of 
excitement in life? 
 
Our Attitude to Risk Questionnaire  
 
We do not have the skills or the resources to 
fully understand psychometric risk profiling and 
to be able to develop our own questionnaire, so 
our questionnaires are designed by external  
providers. 
 
These providers will trial their questionnaires 
with many hundreds of investors and statistically 
test the questionnaire to determine its validity, 
reliability and accuracy. There are a number of 
providers and we will regularly research the  
market to find the most suitable questionnaire for 
our needs.  
 
The most important thing for us, as your financial 
planners, is to feel comfortable with the  
questionnaire and confident that it will help to 
trigger a meaningful conversation about  
investment risk from which an accurate risk  
profile is gained. 



Our selection criteria are fairly simple and 
straightforward as shown below.  
 
• The questions 
 
Ideally, although we want the questionnaire to 
prompt discussion, we would also like it to be  
relatively fast and easy to complete.  
 
Therefore, we look to avoid questionnaires that 
present complex investment scenarios, require 
mathematical calculations or use concepts such 
as percentages. We seek to avoid vague  
questions, or those that deal with issues that  
people outside our industry might not know  
anything about. 
 
The number of questions is also important. Too 
many questions can put clients off, whilst too few 
questions reduce the reliability of the outcome. 
Our current questionnaire raises 13 issues for our 
client to consider. 
 
• A simple answer system 
 
From experience, we prefer questionnaires which 
actually make a relatively short statement rather 
than asking a question and then follow this with a 
short and simple scale where the client can  
indicate whether they agree or disagree with the 
statement. The scale typically consists of five  
options such as 
 

1. Strongly Agree 
2. Agree 
3. No Strong Opinion 
4. Disagree 
5. Strongly Disagree 

 
We feel it is important to only use a five-point (or 
less) scale as more choices could again lead to 
greater complexity. 
 
• A simple scoring system 
 
We prefer questionnaires where each response 
will be given a set score and the scores can then 
be added up to provide an overall total. The total 
then indicates the client’s likely risk profile. 

• Risk categories and descriptions 
 
As we have said, risk attitude is a complex area 
and as a result risk profiling is not an exact  
science. 
 
However, at the end of the questionnaire it is 
important that we categorise a client’s risk profile 
so that they can agree or disagree with this and 
further discussion can be held. 
 
We have previously opted for questionnaires 
which limit the number of different risk  
categories to 5 as shown 
 

1. Low  
2. Low to Medium  
3. Medium  
4. Medium to High  
5. High 

 
Each category is then given a description which 
can prompt further discussion with our client to 
ensure that they feel comfortable that the  
description accurately reflects their risk profile. 
 
What happens next? 
 
Once we have identified a client’s risk profile and 
this has been agreed, we then need to decide 
how we are going to construct the recommended 
investment portfolio and how we will allocate the 
investment across the different asset classes.  
 
This will be the subject of next month’s  
newsletter. 



Reviews 
 
How often should we review our willingness to take risk and complete a new questionnaire? 
 
Risk tolerance is a psychological trait; a relatively enduring way that one individual differs from another. 
Like personality generally, risk tolerance is a function of nature and nurture, i.e. genetics and life  
experiences. It is largely settled by early adulthood, as is personality generally.  
 
Studies show that risk tolerance does decrease slowly over time and, as with other aspects of  
personality, may be changed by life events but otherwise is stable, even through financial market highs 
and lows. 
 
Therefore, we could say that there is no pressing need to review our risk profile on a regular basis.  
However, we know things can change in our lives, sometimes at alarming speed and much like reviewing 
our wills, it makes good sense to at least review our risk profile every five years or so. 
 
Summary 
 
We hope you have enjoyed this brief insight into risk profiling questionnaires and that it has given you a 
better understanding of why and how we assess our clients’ risk profiles. 
 
If you feel that it is time you should be reviewing your risk profile, please do not hesitate to raise the  
subject at your next review meeting. 



Market Value at the 
start of 2017 

Current 
situation   Comments 

Interest Rates 
(BOE base 
rate) 

0.25% 0.25% at 
31.01.17 The Bank of England Base Rate remains at 0.25%. 

House Prices 
(Nationwide) 

House prices 
increased by 
4.5% in 2016 

The annual 
change in 

house prices 
is 4.3% at 
31.01.17 

  House prices increased by 0.2% month on month in 
  January. 
  Annual house price growth broadly stable at 4.3%. 

UK Share 
Prices 
(FTSE 100) 

7142.83 
7,099.15 

at the close on 
31.02.17 

 
The FTSE 100 fell back marginally by 0.61% in  
January.  
 

If you have received this email in error, please contact us on the email below with your correct details or  
removal request info@breedelliott.co.uk 
 
The information contained in and transmitted with this email is confidential and/or privileged and intended only for the 
person to whom it is addressed. Any unauthorised use, retransmission, dissemination or action undertaken based on 
this information by persons, or entities other than the intended recipient, is strictly prohibited. 
 
The information contained in this newsletter is for information purposes only and does not constitute advice, if you 
don't understand any of its contents we recommend you seek Independent Financial Advice. 


