
Choosing Whether to 
Save or Invest

After building enough income to live comfortably, young adults may find themselves looking for the next 
step in solidifying their financial future. 73% of Americans aged 18-25 reported having a savings account, 
while 27% reported owning stock and only 11% reported owning mutual funds.1 If you’ve received money 
from family, have funds from your 529 plan leftover, or you received a pay raise at work, you should be 
asking yourself whether it’s time to save, invest, or do both.

Choosing to save or invest can be a challenging decision for individuals as the choice often depends on their financial 
goals. Both saving and investing are great options to accumulate money. Saving earns a lower return, but has virtually 
no risk, while investing can earn a higher return but there is a risk of loss. So, which is the right one to do? Here are 
some tips to figure out which method is best for you, including the advantages and disadvantages of both methods.

Saving is the process of putting money aside gradually. It provides a safety net as it enables you to set aside money 
for emergencies, short-term goals, or unexpected expenses. Building a savings habit can offer a sense of stability 
and financial flexibility, especially in uncertain economic times. While it may not offer high returns like investing, 
saving is about security and stability. Below are some of the benefits and drawbacks of saving.

Saving: Overview, Pros, Cons, and Tips
Saving is the process of gradually setting aside money. It provides a financial safety net for emergencies, short-term 
goals, or unexpected expenses. While it may not offer high returns, saving is about security and stability.

PROS
	Ò Upfront, you know how much interest you’ll earn on your 

balance.

	Ò You won’t lose money in a savings account as long as 

your balance stays within the Federal Deposit Insurance 

Corporation (FDIC) insurance limits, which protect against 

bank failures. While the FDIC doesn’t cover theft or 

fraud directly, it does monitor banks for compliance with 

consumer protection laws, offering indirect safeguards 

for depositors. The FDIC accounts up to $250,000 per 

depositor.2, * 

	Ò It’s very straightforward. It’s easy and quick to start saving.

CONS
	Ò Returns are relatively low.

	Ò Savings may lose purchasing power over time due to 

inflation.
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Tips for Investing
Consider the following strategies to make the most of your investments:

	Ò Don’t be afraid of aggressive asset allocation. Although there is a higher risk, there is more time to make up for losses. 
Over longer periods of time, aggressive investment portfolios outpace conservative ones3.

	Ò Be tax aware. Consider your tax rate and how investment accounts are taxed.
	Ò Investing gives your money the potential to grow and work with you over time. While it comes with risks, investing 

also offers opportunities that saving alone can’t provide. With the right research and a long-term perspective, 
investing can be a powerful way to build wealth and achieve future milestones.

Investing: Overview, Pros, and Cons
Investing involves purchasing assets with the potential to grow in value or generate higher returns, such as stocks, 
bonds, or real estate. It can help outpace inflation and build long-term wealth, though it comes with risk.

PROS
	Ò Can have much higher returns than saving.

	Ò Investment products are usually very liquid and can be easily 

converted to cash.

	Ò If you own a diversified collection of stocks, then you will likely 

avoid inflation and increase purchasing power.

CONS
	Ò Returns are not guaranteed.

	Ò There is a higher chance of short-term losses due to 

market fluctuations.

	Ò Investments should ideally be held for at least 5 years.

	Ò Investing requires research and is more complex than 

saving.

	Ò Brokerage accounts may have higher fees.

CONCLUSION

Overall, saving is better if you need the money within the next few years. Investing is more 

suitable if you don’t need the money for at least 5 years and are comfortable with risk. 

Regardless of your choice, it is good practice to keep enough money in your checking 

account to cover a month’s worth of bills and maintain 3–6 months of expenses in your 

savings for emergencies. After that, you should prioritize saving for retirement.

Start building a stronger retirement today. By investing early, you can take full advantage 

of compound growth and reduce the amount you need to save each year. Let us help you 

choose the right path to help reach your financial goals. Contact us now to get started.
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