Principles of
Investing
Balancing savings
and investments

Savings and investments each have an important role to play: the secret is in finding the right
balance for you and your money. That balance will depend on your circumstances, your goals, and
your timescales among other factors.

Looking at the
last 10 years

When investments move up and down – as we have seen during the
COVID-19 pandemic and more recently with the war in Ukraine – you
might find yourself questioning your balance of savings and investments.
However, over the last 10 years, based on information to 30 June
2022, investments have tended to outpace savings. Remember, past
performance isn’t a guide to future performance.
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You can see shares have outpaced inflation over the period, but UK
Government bonds (also known as gilts) and the Bank of England base
rate, which affects the rates available to UK retail savers, did not. In the
past, UK Government bonds typically have delivered returns either close
to or slightly above inflation. However, when the Bank of England began
to increase interest rates in response to rising inflation, yields increased
in response to these rises and on the expectation that further rate rises
could follow. When bond yields rise, bond values fall, therefore affecting
the investment returns over the period measured.
So, when it comes to the longer-term, you can see how investing is more
likely to help your money keep ahead of rising prices. Clearly, the results
can vary over different time periods. Inflation is currently rising impacting
both the purchasing power of your savings, but also investment returns
available. As interest rates return closer to their long-term historic norm
it will be important to strike the right balance between savings and
investments. Regardless of the recent changes over the longer-term
investments are still expected to provide a better chance of growing the
real value of your money.
Investments do go down as well as up, sometimes quite sharply. And if
you need to sell at a time they are going down, that may increase your
risk of getting back less than you put in. Having cash savings that you can
access when markets are lower can help you avoid this situation.

From acorns...

Making the
right decisions
for you
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Reinvesting any income you receive from investments
(dividends for example) adds to the number of units in an
investment fund you hold that can then benefit from future
growth. It can make a big difference to what you get back over
the longer-term and how quickly you can reach your goals.

Saving is mainly about keeping your money both safe and accessible,
rather than growing it to any significant extent. That’s why savings tend to
be used for emergencies or short-term goals.
Investing, on the other hand, is about growing your money, using it to
generate an income or a mix of both. That means a more long-term view
and taking some additional risk. However, you can access investment
solutions which are spread across a range of asset classes, helping to
balance some of this risk.
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Saving and investing each have an important role to play and most people
will find that a mix of the two helps to meet their needs in different
situations. For example:

Saving

Investing

An emergency fund for unexpected expenses or if you can’t work for a while.
A short-term goal (usually less than five years) such as a holiday or wedding.
A long-term goal (usually more than five years) such as retirement income.
You don’t want to risk losing any of your money, even though it may not be worth so much
over the longer-term due to the effects of inflation.
You are willing to take some risk with your money to hopefully achieve growth over the
longer-term.

Choosing the
right balance

It is important to have the right balance between savings and investments
suited to your circumstances. If you don’t have an emergency fund or
savings for planned short-term expenditure, it’s best practice to prioritise
saving enough money to cover these before committing your money for
long-term investing.
If you’re unsure whether you’ve got the right balance between savings
and investments you might find it helpful to speak with a financial
adviser. They can assess your current financial circumstances and make
recommendations to help you achieve your financial goals.

Explore the other
principles of investing
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To cut through the noise and understand the
principles of investing, visit our website here where
you can watch or read about them.
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Let’s be clear!

Investment terms explained
Asset class: A group of investments with similar traits.
shares, bonds, property, cash and alternatives are all
examples of asset classes.
Bonds: A bond is a loan issued by a government or a
company. When you buy a bond, the issuer promises
to pay a certain amount of income until the bond
redeems and is repaid by the issuer. The strength of
that promise varies by the issuer of the bond. This is
known as creditworthiness.

Shares (often referred to as equities or stocks): In
investing, this is a share of ownership in a company.
Investing in a fund gives exposure to underlying share
prices without investors actually owning the shares
themselves.

Government Bonds: Bonds issued by governments.
Index: A way of tracking the overall performance of a
basket of individual investments of a similar type. For
example, the FTSE 100 index tracks the performance
of shares in the 100 largest companies by market value
on the London Stock Exchange.
Inflation: Measures the increase in price of selected
goods and services in an economy over a period of
time.

Important Information
For retail distribution.
This document has been approved and issued by Santander Asset Management UK Limited (SAM UK). This document is
for information purposes only and does not constitute an offer or solicitation to buy or sell any securities or other financial
instruments, or to provide investment advice or services. Opinions expressed within this document, if any, are current
opinions as at 22 July 2022 and do not constitute investment or any other advice; the views are subject to change and
do not necessarily reflect the views of Santander Asset Management as a whole or any part thereof. While we try and
take every care over the information in this document, we cannot accept any responsibility for mistakes and missing
information that may be presented.
The value of investments and any income is not guaranteed and can go down as well as up and may be affected by
exchange rate fluctuations. This means that an investor may not get back the amount invested. Past performance is not a
guide to future performance.
All information is sourced, issued, and approved by Santander Asset Management UK Limited (Company Registration No.
SC106669). Registered in Scotland at 287 St Vincent Street, Glasgow G2 5NB, United Kingdom. Authorised and regulated
by the FCA. FCA registered number 122491. You can check this on the Financial Services Register by visiting the FCA’s
website www.fca.org.uk/register.
Santander and the flame logo are registered trademarks. www.santanderassetmanagement.co.uk.
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