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Investment Risk: Explain key risks associated with investing in stocks
When making decisions to invest in stocks, it is usually important to keep the following key risk factors in mind. Some of these risks include; 
Economic risks; economic risks remain one of the leading hazards in stocks investment. Because stock investments usually involve investing in companies and businesses, these companies and businesses may suffer adverse effects during economic downturns. Shits in government policies, political instabilities, and imposition of economic penalties on business organizations are all considered economic threats to stock investment. In this view, investors should therefore keep a critical eye on these economic threats.
Inflation risks, inflationary risks, and pressures may cause stock values to fluctuate in the market. The natural laws of the economy dictate that high rates of inflation cause the value of money to depreciate substantially than projected. Notably, depreciation of the value of money puts a strain on businesses. This leads to losses, and as a result, financial markets can be thrown off. It is essential to note that high rates of inflation may destroy wealth and cause recessions.
Liquidity risks; liquidity risks arise when businesses and organizations can acquire or sell investment stocks quickly enough to avoid or even limit losses. It is important to note that investment stocks also risk liquidity when investors or corporations cannot satisfy their short-term loan obligations.


Investment Return: Discuss events that can cause the price of a stock to increase or decrease. Ideally, the increase or decrease of stock prices is usually determined by the natural forces of demand and supply. Demand is the primary determinant of stock prices; in this view, in situations where the demand outnumber sale orders, stock prices are automatically bound to increase. This is usually similar to when the situations when the sell orders outnumber the buy orders and stock prices automatically fall. Besides the natural forces of demand and supply, events such as war, civil unrest, and terrorism activities are also bound to present significant impacts on stock prices. Additionally, stock prices can also rise after a series of financial quarters, an announcement by the company regarding their innovations or acquisitions of smaller companies.  In the same view, negative news about a company may lead to a decrease in stock prices. 
Risk-Return Relationship: Explain the relationship between risk and return and how this relationship impacts stock investment decisions, using examples to support your claims.
The risk-return relationship is generally the ability to determine an investment’s potential involving high risk and high potential gains. The risk-return relationship posits that even though investments are made in a risky environment, the potential to gain is expected to increase at a steady rate over time and have a low risk. This essentially means that the expected returns would be low but considerably safer. As an investor assessing the cumulative risk-return tradeoff of all positions can help investors determine if a portfolio is taking on enough risk to meet long-term return goals or if the risk levels are too high with the current holdings mix.


Reflection: Describe whether you make stock-investment decisions in your personal life and how you do or would make those decisions.
Even though stock investments are considered a rather easier way to generate more income, I currently do not have active investments in the market. Investing in stocks may require full individual participation, which involves acquiring the right knowledge and guidance to ensure viable stock engagement. In my view, investing in stocks is kind of a smart idea because it involves devoting money to an undertaking hoping to gain further income. 
Consider the following in your response: Would your decision-making process change if you needed to make stock-investment decisions for a business? Why or why not?
Unlike business management, stock investment is usually advantageous because an individual doesn’t have to worry about the actual operations of a business. My decision wouldn’t change because, as an investor, I wouldn’t have the opportunity to make decisions in the company where I have invested. The most important thing to consider is my goal. Knowing what I am capable of will surely play a big role in my decisions to invest in the stock market as I balance my aspirations with my skills and financial capacity. 
