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How to assess your 
risk tolerance

Whether the topic is skydiving or investing, each person’s comfort with risk is different. Some may be willing to take 
higher risks, while others are more averse to risk and prefer greater predictability and safety. When it comes to finances, 
understanding personal risk tolerance can help you choose the solutions and investments that align with your priorities 
and financial goals.

What is risk tolerance?
Risk tolerance is how much an individual is comfortable with taking on risk, specifically when it comes to market volatility 
and uncertainty. Often measured on a spectrum, a person’s risk tolerance is how willing they are to take on risk or their 
openness to possible loss in exchange for a potentially higher return. For some people, the ups and downs of the market 
may be very stressful, and they do not want their financial portfolio affected by volatility. Others may be able to tolerate 
loss and prefer financial vehicles that have more exposure to market risk with a greater potential for growth.

How do you measure risk tolerance?
Determining your own risk tolerance is important to better understand your financial mindset and how you can shape 
your financial strategy to match your goals. Along with using a risk calculator to help determine your current balance with 
risk and where you fall on the spectrum, you can also explore several key factors that can influence personal risk tolerance:

Age
Younger individuals can typically take on greater risk, since they have more time for their financial portfolios to 
recover from market loss. Individuals who are nearing retirement may want to shift to lower-risk investments and 
financial vehicles to ensure their accumulated savings remain stable and available once they retire.

Financial goals
Each person has a variety of financial goals, and those objectives can change throughout one’s lifetime. Whether the 
goal is to take care of loved ones and have a comfortable retirement, create enough savings for future medical care, or 
preserve a nest egg rather than grow it, understanding what you’re looking to accomplish can help inform the correct 
amount of risk.

Timeline
The time horizon is the amount of time you have until you want to reach a certain goal, like retirement. A longer time 
horizon usually allows for a higher risk tolerance, while a short timeline often leads a person to seek less exposure to 
risk. A portfolio can contain several savings goals and timelines and can evolve throughout your life.

Portfolio size
Oftentimes, the smaller a portfolio, the less tolerant it is to risk, and vice versa. In general, individuals with more savings 
and greater financial security may have more freedom to take on risk, while those with less accumulated assets and 
perhaps higher debt may not have as much capacity to risk loss for a potentially larger gain.

Continued...
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Comfort level
Identifying your risk tolerance also takes exploring your willingness to take risks and your comfort level with loss and 
investing. Helpful questions to ask yourself include:

• Do financial decisions make you anxious?

• Are you willing to withstand some fluctuations in the market?

• How comfortable are you with potential losses in your investments?

• If the market performs poorly over the next several years, what would you expect from your investments?

What are the risk tolerance levels?
Risk tolerance is typically a mix of personality and financial circumstances, and once those factors are explored in more 
detail, it can be easier to determine where you fall on the risk spectrum. There are three risk tolerance profiles:

Low risk tolerance
Also known as conservative risk tolerance, people who prefer low risk tend to choose investments and financial 
solutions that are considered safe and are minimally impacted by changes in the market. Most often, the priority 
is to avoid losses and protect assets over maximizing gains. While these individuals may want some growth 
potential, they are likely content with smaller gains and prefer more stability and predictability.

Moderate risk tolerance
Falling toward the middle of the risk spectrum, those who classify as having a moderate risk tolerance commonly 
want a more balanced approach between growth potential and long-term stability. This person may be more 
willing to take on some risk and can accept a moderate return potential in exchange for some fluctuations in their 
account value.

High risk tolerance
Considered the most aggressive classification, being at the high end of the risk spectrum means the person is 
more comfortable with taking larger risks and seeks to grow their assets as much as possible. This high-risk, high-
reward approach is often seen in larger portfolios with a longer timeline, where this person may feel that any loss 
now is exceeded by potential gain down the road.

Aligning financial portfolio with risk tolerance
Risk tolerance can play a crucial role in developing a financial strategy and choosing the investments and solutions that 
align with those preferences. When a financial portfolio reflects a person’s appetite for risk accurately, there is often less 
stress about how it is performing and more confidence in their ability to keep financial goals on track. Meeting with a 
financial professional can be a great way to discuss risk preferences and better understand your own investment mindset. 
As a financial expert, they can explain which financial vehicles may line up with your personal goals and create a more well-
rounded, diversified portfolio. Plus, as retirement approaches, a financial professional can identify ways to revise a financial 
plan that realigns to changing risk tolerance and protects hard-earned savings for the future.
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The term financial professional is not intended to imply engagement in an advisory business in which compensation is not related to sales. Financial professionals that are insurance licensed will be 
paid a commission on the sale of an insurance product.

Securities distributed by Sammons Financial Network®, LLC., member FINRA. Insurance products are issued by Midland National® Life Insurance Company (West Des Moines, IA). Sammons Institutional 
Group®, Inc. provides administrative services. Sammons Financial Network®, LLC., Midland National® Life Insurance Company and Sammons Institutional Group®, Inc., are wholly owned subsidiaries 
of Sammons® Financial Group, Inc. Midland Retirement Distributors® is a division of Sammons Institutional Group®, Inc. 

A.M. Best is a large third-party independent reporting and rating company that rates an insurance company on the basis of the company’s financial strength, operating performance, and ability to 
meet its obligations to policyholders. S&P Global Ratings is an independent, third-party rating firm that rates on the basis of financial strength. Fitch Ratings is a global leader in financial information 
services and credit ratings. Ratings shown reflect the opinions of the rating agencies and are not implied warranties of the company’s ability to meet its financial obligations. The above ratings apply 
to Midland National’s financial strength and claims-paying ability. A) A.M. Best rating affirmed on August 13, 2024. For the latest rating, access ambest. com. B) Awarded to Midland National® as part 
of Sammons® Financial Group Inc., which consists of Midland National® Life Insurance Company and North American Company for Life and Health Insurance®. C) S&P Global Ratings’ rating assigned 
February 26, 2009 and affirmed on May 22, 2024. D) Fitch Ratings’ rating affirmed an Insurer Financial Strength rating of A+ Stable on June 26, 2024. The rating reflects the organization’s strong business 
profile, low financial leverage, very strong statutory capitalization, and strong operating profitability supported by strong investment performance. For more information access fitchratings.com.

As a dedicated division of Sammons Institutional Group®, Inc., we specialize in fixed and fixed index annuities that provide 
choice, focus, and flexibility. These annuities are issued by Midland National® Life Insurance Company, a proud subsidiary 
of employee-owned Sammons® Financial Group, Inc. This strong connection underscores our commitment as a trusted 
partner, prepared to support you well into the future.

For over a century, Midland National has been dedicated to supporting its customers by prioritizing growth, income, and 
financial security. We are proud of our impact on the financial futures we help secure and the legacies we help establish. 
With a rich history and a proven financial track record, we bring experience to every annuity we offer. Independent rating 
agencies have consistently recognized this strength:

Helping you retire confidently

Empowering your retirement journey. Let’s collaborate. Now is the time to work with your financial professional to craft 
a strong retirement plan you’re confident in. Assess how our values of choice, focus, and flexibility align with yours. Visit 
midlandnational.com.

A.M. BestA,B (Superior) (Second category of 15)
S&P Global RatingsB,C (Strong) (Fifth category of 22)
Fitch RatingsB,D (Stable) (Fifth category of 19)
Ratings are subject to change.
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