
 

 

IMPORTANT INFORMATION

All investments involve risk including loss of principal. Certain investments involve greater or unique risks that should be considered along with the objectives, 
fees, and expenses before investing. 
Asset allocation and diversification cannot assure a profit or protect against loss.
Bonds are subject to interest rate, credit, liquidity, call and market risks, to varying degrees. Generally, all other factors being equal, bond prices are inversely related 
to interest-rate changes and rate increases can cause price declines. Equities are subject to market, market sector, market liquidity, issuer, and investment style 
risks, to varying degrees.  
This material has been provided for informational purposes only and should not be construed as investment advice or a recommendation of any particular 
investment product, strategy, investment manager or account arrangement, and should not serve as a primary basis for investment decisions. Prospective investors 
should consult a legal, tax or financial professional in order to determine whether any investment product, strategy or service is appropriate for their particular 
circumstances. Views expressed are those of the author stated and do not reflect views of other managers or the firm overall. Views are current as of the date of 
this publication and subject to change. The information is based on current market conditions, which will fluctuate and may be superseded by subsequent market 
events or for other reasons. References to specific securities, asset classes and financial markets are for illustrative purposes only and are not intended to be and 
should not be interpreted as recommendations. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. No part of 
this material may be reproduced in any form, or referred to in any other publication, without express written permission. 
BNY Investments is one of the world’s leading investment management organizations, encompassing BNY’s affiliated investment management firms and global 
distribution companies. BNY, BNY Mellon and Bank of New York Mellon are the corporate brands of The Bank of New York Mellon Corporation and may be used to 
reference the corporation as a whole and/or its various subsidiaries generally. 
©2024 BNY Mellon Securities Corporation, distributor, 240 Greenwich Street, 9th Floor, New York, NY 10286 
MARK-566678-2024-07-01

is downside risk?
WHAT

is it particularly impactful 
to those in retirement?

WHY
Nobody wants to lose money, but it can be particularly 
hard-hitting during retirement. 

If you are taking a retirement income from your 
investments and the market falls you could find that 
you have to sell more of your investments  
to generate the income you need. This  
means that your savings could run  
out sooner than you expect.

Ways you may consider to manage downside risk include:

•	 You may take less risk overall and diversify 
across many asset classes. This could 
potentially lower your downside risk.

•	 You could seek to invest in assets which 
tend to have lower downside risk, but 
still offer the potential of reward. These 
could include higher quality fixed income 
funds and lower beta, higher quality 
equity holdings.

Beta: A measure of a stock’s relative volatility; the covariance of a stock in relation to the rest of the market. 

Dividend(s): A sum paid reguarly by a company to its investors as a reward for holding their shares. 

Fixed income funds: Fixed income investment securities pay investors fixed interest or dividend payments until their maturity 
date. Fixed income funds hold those securities or bonds. A bond is a loan of money by an investor to a company or government 
for a fixed period in exchange for a fixed interest rate payment and the repayment of the loan at the end of the period. However 
funds may offer variable income. (Fixed income funds that hold shorter-term bonds tend to have historically generated lower 
downside risk). Quality companies: Financially strong companies that have generated superior and stable profitability.

can you invest to  
manage downside risk?WHERE

Downside risk is the chance of losing money. Investing can be like 
a ladder, in order to climb in value (or reward), you risk a steeper 
fall (or loss). Downside risk can be viewed as the potential fall from 
your ladder (or investment) – how likely you are to fall and how far. does it impact?

WHO
Downside risk can impact anyone with investments. 

It can be particularly harmful for those making 
withdrawals from their investments.

Managing downside risk is important 
throughout retirement but particularly in 

the early stages of retirement. Losing money 
early in retirement can be particularly 

difficult to recover from, and a failure to 
manage downside risk could result in 

running out of money too soon.

is managing downside risk most 
important for those in retirement?

WHEN

The 5 Ws of

DOWNSIDE
RISK


