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➢ Portfolio Management 

 

What is Portfolio Management? 

Portfolio management is the process of choosing and managing a collection of investments to suit the 

long-term financial goals and risk tolerance of a client, a business, or an organisation. 

The ability to make wise selections is the foundation of the entire procedure. Such choices often involve 

finding a lucrative investment mix, allocating assets in accordance with risk and financial objectives, 

and diversifying resources to fend off capital erosion. 

Although people have the option to design and manage their own portfolios, licenced professional 

portfolio managers act on behalf of clients. In any instance, the portfolio manager's ultimate objective 

is to maximise the projected return on the investments while maintaining a reasonable degree of risk 

exposure. 

Who Should opt for Portfolio Management? 

Consider portfolio management for the following reasons: 

• Investors who want to invest in a variety of investment vehicles, such as bonds, equities, mutual 

funds, commodities, etc., but who do not possess sufficient knowledge of the entire process. 

• Investors who are unaware of the role of market forces on returns on investments. 

• Those who are unfamiliar with the investment market. 

• Investors who do not have the time to rebalance or track their investment portfolio. 

 

Key Elements of Portfolio Management: 

 

 

 

 

 

1 – Asset Allocation 

Asset Allocation Diversification Rebalancing Tax-Efficiency 



This strategy involves investing in different 

types of assets (Volatile and non-volatile) based 

on the investor’s investment goals and risk 

tolerance. Eventually, it can result in significant 

returns with little risk. 

2 – Diversification 

Investors or portfolio managers must diversify 

the investment portfolio to spread the risk and 

generate profits. Financial markets are volatile 

and subject to risks. Hence, having a diverse 

portfolio of assets with little or no correlation 

means profit made by one can easily offset the 

loss incurred by another. 

3 – Rebalancing 

Market volatility may cause an investment plan 

to diverge from its target allocation. Therefore, 

rebalancing the portfolio based on market 

conditions might result in higher returns with 

little risk. The common ways to do this include 

buying and selling assets as required or 

increasing portfolio investment. 

4 – Tax Reduction 

It is nothing more than figuring out a strategy to 

avoid paying excessive taxes on investment 

returns. 

 

Steps  Processes of Portfolio Management at Fin System 

Step - 1 Identification of Goals 

Step – 2 Estimating the Capital Market 

Step – 3 Decisions about Asset Allocation 

Step – 4 Formulating suitable Portfolio Strategies 

Step – 5 Identifying Profitable Investments and Funds 

Step – 6 Implementing Portfolio 

Step - 7 Evaluating and Revising the Portfolio 

Step - 8 Rebalancing the Composition of the Portfolio 

 

 

(This has to be added under all the respective steps, if curser is moving on the steps below details 

has to be present right side of the steps) 

Identification of Goals: 

Investors must choose appropriate goals, which can be either steady returns or capital 

appreciation, before rebalancing the composition of their portfolio. 

Estimating the Capital Market: 

To make the appropriate decisions, expected returns and related risks are assessed. 

Decisions about Asset Allocation; 



Sound selections concerning the ideal ratio or asset mix must be made in order to 

generate earnings with the least amount of risk. 

Formulating suitable Portfolio Strategies: 

After taking into account the investing horizon and risk exposure, strategies must be 

established. 

Identifying Profitable Investments and Funds: 

Assets' fundamentals, credibility, liquidity, and other aspects are taken into account 

while analysing their profitability. 

Implementing Portfolio: 

Investing in successful investment opportunities implements the planned portfolio. 

Evaluating and Revising the Portfolio: 

A portfolio's effectiveness is regularly assessed and updated. 

Rebalancing the Composition of the Portfolio: 

To optimize profits, the composition of the portfolio is periodically rebalanced. 

 

 

Frequently Asked Questions (FAQs)  

 (Answers has to be hided, by clicking the questions answer should pop up) 

What is Portfolio Management Process? 

Portfolio management enables investors to achieve significant gains while balancing their financial 

objectives with their risk tolerance. They can create an investment plan for a range of securities, 

including shares of companies, bonds, exchange-traded funds (ETFs), mutual funds, private equity, 

digital currencies, real estate, and precious metals. It involves a number of steps, including setting 

financial objectives, picking the right investments, allocating assets, detecting risks, and diversifying 

assets to reduce losses. 

What are Portfolio Management Services? 

Investors' investments are monitored and managed by portfolio managers or portfolio management 

services. They help their clients achieve their long-term financial objectives by helping them maximise 

returns based on their income, budget, and time horizon while lowering their risk tolerance. They also 

provide guidance on unanticipated risks, market stability, opportunities, and the best timing to invest. 

Why is Portfolio Management Important? 

By taking into account various short- and long-term financing possibilities over a predetermined time 

period, portfolio management could produce higher returns on investment with fewer risks. The growth 



and stability of managed investments are ensured by investing in a variety of assets. Capital growth, 

efficient resource use, and a bright financial future are other advantages. 
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