
Capital Markets Newspaper Articles: INVESTMENTS 

Investments 

 

An investment is an asset or item that is purchased with the hope that it will generate income or 

appreciate in the future. It is the purchase of goods that are not consumed today but are used in the 

future to create wealth. From an economic/finance perspective it is worth noting that, investments 

and savings are different; Savings is the act of putting money away in a safe place with the 

intention of using the money in the future, investing involves committing money into an 

investment vehicle in the hopes of making a financial gain. 

Types of Investments 

 

Nowadays, consumers in Swaziland have a wide range of investment products to choose from. It 

is very important that when looking to invest, one takes time to choose an investment product that 

is at par with his/her investment budget, goals, objective, and risk profile. The vast different types 

of investments in existence are classified into the two investment classes below:  

 

Real Assets: 

These are physical or tangible assets that have value and can directly contribute in the production 

of goods and services due to their substance and properties. Real assets include precious metals, 

commodities, real estate, land, machinery etc. 

 

Financial Assets: 

These are intangible (non-physical) liquid assets that derive value because of a contractual claim 

of what they represent. Unlike land, property, commodities or other tangible physical assets, 

financial assets do not necessarily have physical worth but within being no more than just 

worthless papers and not directly contributing to the production of a commodity or service, they 

derive their great value from the claims they carry. Shares, bonds, bank deposits etc. 

 

Individual and Business investors may require both financial and real assets to continue to meet 

their financial and investment requirements. A diversified (varied) portfolio with a balance of 

financial and real assets provides stability in the portfolio during the ups and downs of the financial 

market as it is more unstable and risky. 

 

Investment Risk 

 

When making an investment decision, an investor needs to also consider risk. Investment risk is 

the uncertainty of achieving the returns as per the expectations of the investor. With investments 

the level of risk associated with a particular investment or asset class typically relates with the 

level of return the investment might achieve.  

 

Investment Risks are categorized according to their source and they include: 

 

1. Business Risk - is the risk that comes from the nature of the industry. For example, 

companies in different fields like agriculture, are affected by factors such as; weather 

conditions, cold waves and frost or extreme heat or diseases etc. 

http://www.investopedia.com/terms/a/asset.asp
http://www.investopedia.com/terms/p/preciousmetal.asp
http://www.investopedia.com/terms/b/bank-deposits.asp


 

2. Economic Risk - is the risk resulting from changes in macroeconomic factors such as rates 

of unemployment, inflation, government spending, budget deficits etc.  These risks affect 

almost all sectors, but they vary in the magnitude of the impact depending on the relevance 

of the industry type to any of the overall economic factors. 

 

3. Interest Rate Risk- is the risk resulting from changes in interest rates in the financial 

system of the economy. This risk affects the financial sector and the companies operating 

in it, particularly banks. 

 

4. Exchange Rate Risk - is the risk stemming from changes in currency exchange rates. 

Usually, companies working in the business of importing and exporting are more 

influenced by this type of risk. 

 

5. Liquidity Risk - is the risk arising from the possibility of converting investment into cash 

(liquidating it). The higher the possibility of investment liquidation, the lower the risk and 

return.  

 

Easing of risk remains the most important feature of an investment portfolio (a collection of 

investments held by in individual, company etc.). However, it is possible to have a stable return 

from investments with the presence of risk through a finance principle known as diversification. 

Diversification originally serves the investor in reducing the risk to their minimum, but it is not 

possible to eliminate all risk eventually. 


