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• Investment return is the additional income
earned from saving or investing money.

• Risk is the uncertainty that an investor will re-
ceive the expected return.

3 The greater the risk, the higher the expected
return.

3 Investors are paid to take risks.

•   There is no free lunch in investing.

There Is No Free Lunch in Investing
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The Pyramid of Risk and Rewards

Highest Risk: Highest Potential Return or Loss

Speculative
Stocks

Real Estate
Individual Stocks

Stock Mutual Funds

Money Market Mutual Funds
Insured Certificates of Deposit

Insured Savings Accounts
U.S. Savings Bonds

Lowest Risk: Lowest Potential Return or Loss
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