Investment: Does Money Grow?
[bookmark: _GoBack][image: ]

1. Complete the following table from the above graph:

	Total Invested
	Investment Amount
	Number of Years Invested
	Total Invested
	Value at Age 60

	Linda
	
	
	
	

	Chris
	
	
	
	


2. Using the table over the page answer the following questions:

a) Which class has had the highest return overall?
b) Which class has had the lowest return overall? 
c) The asset class with the least amount of risk is _______________? 
d) Discuss the returns across all asset classes in Dec 2008? Consider why this could be the case. 
e) How does diversification spread risk?
*Volatility is the pace at which prices move higher or lower, and how wildly they swing.
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Growth of wealth over time
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Managing investment risk with asset class diversification

One of the best ways of managing investment risk is through
diversification. This is the strategy ofinvesfini your money across
arange of different asset dosses fo reduce risk.

The more waysyou diversify, the more you can reduce your risk.
For example, you can invest:
> across different asset casses
> inmore than one investment within each assef cass leg invest
in several different indusries and companies when investing
in shares)
> in more than one fype of fund, and more than one fund manager,
wheninvesfing in managed funds.

Ifyouinvestinjust one osset lass and s value falls, the value ofyour
investmentwill drop wih it However,by investingin several assef dlosses,
You spread your isk and can offset underperformance in one asset
dlasswith posiive performance in another. This could help you achieve
smoother, more consistent retums over fime. Each asset dass hos its
good and bad fimes, sowhile a diversified portfoliowillnever achieve:
thetop refurn in any given year, itwillnever receive the lowest either.

The table below shows annual returns for the different asset classes
from 1992 fo 2011. As you can see, the fop performing asset class

one year may deliver the poorest results the nex. This highiights the
importance of diversification as a method of managing risk.
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ASSET CLASS RETURNS
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