
A risk level has been identified.

Practice S-2.2

The term “risk” has different connotations depending on the Investment Steward’s
frame of reference, circumstances, and objectives. Typically, the investment industry
defines risk in terms of statistical measures such as standard deviation. However,
these statistical measures may fail to adequately communicate the potential negative
consequences an investment strategy can have on the Steward’s ability to meet invest-
ment objectives.

An investment strategy can fail by being too conservative as well as too aggressive. A
Steward could adopt a very safe investment strategy by keeping a portfolio in cash,
but then see the portfolio’s purchasing power whither under inflation. Or a Steward
could implement a long-term growth strategy that overexposes a portfolio to equi-
ties, when a more conservative fixed-income strategy would have been sufficient to
cover the identified goals and objectives.
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CRITERIA

2.2.1 The level of risk the portfolio

is exposed to is understood, and

the quantitative and qualitative

factors that were considered are

documented.

2.2.2 A “worst case” scenario has

been considered, and it has been

determined that the portfolio 

has sufficient liquidity to meet

short-term (less than five years)

obligations.
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