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Session 3 & 4 - Risks & Financial Mathematics
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➢ Systematic v/s Unsystematic

➢ Different Types of risk

➢ Risk Measurement Tools

➢ Time value of Money
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Types of risk an Investor Faces
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Systematic Risk
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• Inflation Risk

• Currency Risk

• Political Risk

Equity and Debt

• Interest Rate / 
Reinvestment RiskDebt



Unsystematic Risk
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• Liquidity Risk

• Credit RiskDebt

• Business Risk

• Operational RiskEquity and Debt

• Concentration Risk

• Horizon Risk

• Longevity Risk
Portfolio Risk



Portfolio Level Risk

www.equalifi.org

• Sector

• Security

Concentration Risk

Horizon Risk

Longevity Risk



Risk Measurement Tools
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Risk Measurement Tools
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S
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ti

o
n Deviation from its 

own past 
standards

Higher the number 
more the risk

Applicable to 
Equity & Debt both

B
et

a Measures risk 
compared a 
diversified equity 
index

Higher the number 
more the risk

Applicable to 
Equity



Risk Adjusted Ratio
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S
h

a
rp

e (Portfolio Return 
minus Risk Free 
return) / Std. Dev 
of the Portfolio 
Returns

Higher the number 
more superior the 
risk-adjusted 
returns

Applicable to 
Equity & Debt both

T
re

y
n

o
r (Portfolio Return 
minus Risk Free 
return) / Beta of the 
Portfolio Returns

Higher the number 
more superior the 
risk-adjusted 
returns

Applicable to 
Equity

A
lp

h
a Portfolio Return 

minus Index 
Return

Higher the number 
better the 
performance

Applicable to 
diversified equity 
schemes



Financial Mathematics
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Know your numbers
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Thank You
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