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Introduction

• Investing can often feel daunting, with many 
unfamiliar concepts and terms, complex 
choices, and large long-term consequences. 

• The first step toward building a secure 
financial future is to understand the basics.

• In this presentation, we answer 10 commonly 
asked questions about saving, investing, and 
planning for retirement.
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What is the difference between saving and investing?

Saving
Setting money aside in cash and savings accounts. Saving assets 
have limited return potential and a limited risk of loss.

Investing
Purchasing a stock or other financial vehicle for income and 
growth potential. Investment assets may lose value.

Be sure to have around six 
months of expenses set aside 
before you prioritize investing.

Tip
of 24
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What is the difference between saving and investing? (cont.)

Annualized return and growth of $100 invested in December 1945 in various asset classes. Logarithmic scale.

$498,191 (11.3% p.a.)—Stocks (S&P 500)

$5,053 (4.8% p.a.)—Bonds (Intermediate 
US government bonds)

$98,739 (8.6% p.a.)—Balanced Portfolio 
(60% stocks, 40% bonds)

$2,022 (3.3% p.a.)—Cash (Treasury Bills)

For illustrative purposes only; past performance is not indicative of future results. The illustration assumes dividends and income are reinvested into the account and no withdrawals were made. It does 
not reflect the impacts of any fees, charges, or taxes. Source: Morningstar Direct, Bloomberg, UBS, as of 31 July 2025

$1,767 (2.9% p.a.)—Inflation (Consumer 
Price Index)

of 24
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What is the difference between saving and investing? (cont.)
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Stocks % drawdown from last all-time high during bear markets (20%-plus losses in the S&P 500) since 1945

For illustrative purposes only; past performance is not indicative of future results. The illustration assumes dividends and income are reinvested into the account and no withdrawals 
were made. It does not reflect the impacts of any fees, charges, or taxes. Source: Morningstar Direct, Bloomberg, UBS, as of 31 July 2025
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What is compound interest? 

Source: UBS. For illustration purposes only. Hypothetical growth of an invested portfolio after 5, 15, 25, and 35 years assuming $5,000 of annual contributions and a 7% annual return. The illustration 
assumes no withdrawals were made. It does not reflect the impacts of any fees, charges, or taxes. The compounding concept is hypothetical, and not intended to represent the performance of any 
specific investment, which may fluctuate. Investing involves risks, including the potential of losing money or the decline in value of the investment. Performance is not guaranteed.

$28,754

$125,645

$316,245

$691,184

Years 5 15 25 35

Portfolio growth

Savings

0

$5,000

With compounding, $5,000 
invested every year could 

become nearly $700,000 by 
the beginning of retirement 

(4x the $175,000 total saved)

Cumulative growth of $5,000 annual contributions assuming a 7% annual return

of 24
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What are the main “asset classes”?

“Asset classes” are investment categories that exhibit similar risk and return characteristics 

Stocks / Equities

Ownership in a company & claim on 
profits

High risk, high reward

Market risk. Could lose entire 
investment in bankruptcy.

Bonds / Fixed income

A loan to a government
entity or company

Low risk, low reward

Default/Credit risk

Cash and Cash Equivalents

Includes cash, money market funds, 
Treasury bills (short-term bonds), and 
Certificates of Deposit (CDs)

Lowest risk, lowest return

Inflation/Purchasing power risk

This description is general in nature and is not intended as an exhaustive description of the asset classes listed, the types of products included, or the potential risks associated with 
investment in each asset class. Asset allocation does not assure a profit and does not fully protect against a loss in declining markets.
Source: UBS.

of 24
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What are some different ways to invest?

Mutual funds and exchange traded funds (ETFs) help you avoid stock-picking

Exchange-traded funds (ETFs)

Own shares in a “fund” that is usually 
diversified across many individual stocks 
and/or bonds

Trades and prices throughout the day

Can be tax-efficient (control when capital 
gains are realized for tax purposes)

Popular investment vehicle for brokerage 
accounts and Individual Retirement Accounts 
(IRAs)

Fractional shares may be available

Mutual funds

Own shares in a “fund” that is usually 
diversified across many individual stocks and/or 
bonds

Trades daily, price published at the end of the 
day

Not tax efficient (capital gains distributed to all 
shareholders each year)

Popular investment vehicle for 401(k)s and other 
retirement plans

Fractional shares are generally available

Direct investing

Own individual bonds and 
stocks

Trades and prices throughout 
the day

Can be tax-efficient (control 
when capital gains are realized 
for tax purposes)

Fractional shares may be 
available

Investing involves risks, including the potential of losing money or the decline in value of the investment. Performance is not guaranteed. 
Source: UBS.
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What are the basic types of investment accounts?

There are three main types of accounts, based on tax treatment

Source: UBS. *HSA contributions are tax-free, and distributions are tax-free if used for qualified medical expenses

Categories 
of tax 

treatment

Taxable assets

Individual accounts 
(e.g. savings, 

checking, brokerage, 
etc)

Tax-exempt 
assets

(e.g., Roth 401(k), 
Roth IRA, Health 

Savings Account*)

Tax-deferred 
assets

(e.g. Traditional 
401(k) or Traditional 

IRA)

• Contributions are after-tax

• Interest, dividends, and earnings are 
taxed annually, or when sold

• Contributions are after-tax

• Investments grow tax-free

• Distributions are tax-free

• Contributions are pretax or tax-deductible

• Investments grow tax-free

• Distributions are taxed as ordinary income

of 24
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What are the basic types of investment accounts? (cont.)

A “savings waterfall” can help prioritize savings across account types based on growth potential

Source: UBS. For illustration purposes. Strategies are subject to individual client goals, objectives and suitability.

Savings 
(income minus expenses)

After-tax savings (taxable account)

401/(k)/IRA (non-deductible contributions)

529 College Savings

IRA (deductible contributions)

401(k) (maximum)

Health Savings Account

401(k) (company match)

Emergency fund

A financial advisor can help you to 
determine how much to contribute 
to each account to help you 
achieve your financial goals

of 24
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What are the different types of investing orders?

Day or Good-’Til-
Cancelled (GTC)

Market

Limit

Stop

Stop-Limit

Buy or sell immediately at the best 
available current price.

An order to buy or sell an investment 
once it reaches a “stop” price. 

Once the stop price is reached, this 
becomes a market order and will fill 
at any available price. 

There are many ways to buy or sell investments. Here are some key trade order types.

Time

A Day order is cancelled at the 
end of the trading day, even if 
the total number of shares in 
the order weren’t executed. 

A GTC order will remain active 
until it is executed or cancelled.

Price

An order to buy or sell at a specific 
price or better. 

• A buy limit will only execute at 
the limit price or lower. 

• A sell limit will only execute at the 
limit price or higher.

A combination of the stop and limit 
orders. Once the stop price is 
reached, a limit order is entered. This 
order will only execute at a specific 
price or better.

of 24
Investing involves risks, including the potential of losing money or the decline in value of the investment. Performance is not guaranteed. 
Source: UBS.
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What are “options”?

Options are a financial contract that gives the holder the right to buy or sell an underlying asset (such as a stock or 
exchange-traded fund) at a specified price (“strike price”) on or before a certain date (“expiration date”)

A Call option gives the holder the right to buy 100 shares of the underlying asset. 

A Put option gives the holder the right to sell 100 shares of the underlying asset.

An option’s value is equal to its intrinsic value (the “in-the-money” value, if exercised today) and its “time value” (the 
additional value an option has due to the possibility that its intrinsic value could increase before expiration).

Example

Jane Smith owns 1 call option on TechCo, with a strike price of $50 and an expiration of June 2027. The stock is trading 
at $55, so the option’s intrinsic value is $5 per share ($55 – $50 = $5). 

The option is trading at $8 per share today (this is its “premium”), reflecting the possibility that TechCo’s stock could go 
higher before expiration. Therefore, the current “time value” of the call option is about $3 per share.

of 24

Options involve risk and are not suitable for all investors. Prior to buying or selling options, investors must read the Characteristics and Risks of Standardized Options, also known as 
the Options Disclosure Document (ODD). The ODD explains the characteristics and risks of exchange-traded options. A copy of the ODD can be obtained from your broker, any 
exchange where options are traded, or The Options Clearing Corporation (OCC).
Investing involves risks, including the potential of losing money or the decline in value of the investment. Performance is not guaranteed. 
Source: UBS.
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What are the differences between key stock market indexes?

Dow Jones Industrial Average

30 stocks, chosen by a committee to 
represent major industries. 

This index tends to be diversified across 
sectors, but with a lower allocation to 
the largest stocks. 

Price-weighted index, meaning higher-
priced stocks have a larger allocation in 
the index (even if the company is smaller 
by market capitalization).

Nasdaq Composite

Includes all 3,000 common stocks 
listed on the Nasdaq exchange.

This index tends to have a larger 
allocation to growth-oriented 
sectors, such as technology.

Market capitalization-weighted 
index, meaning larger companies 
have a bigger impact on the 
index's performance.

S&P 500

Includes 500 stocks representing the 
largest publicly traded US companies. 
Stocks are chosen by a committee based 
on market capitalization (the total market 
value of the company’s stocks), 
profitability, and liquidity.

This index is generally diversified across all 
sectors.

Market capitalization-weighted index, 
meaning larger companies have a bigger 
impact on the index's performance.

A stock market index tracks the performance of a specific group of stocks. Indexes are used as a benchmark 
for how the stock market is performing. Indexes also help to determine the allocation of investment funds 
(e.g., which stocks an index fund owns, and how much is invested in each stock). 

An index reflects an unmanaged universe of securities, which is not available for direct investment and does not take into account any fees or transaction costs which will reduce 
their overall return.
Source: UBS.

of 24

1644073_21fcc893-7baf-4b1a-b26a-4903bf2d55e6.pdf



15

What is the difference between key stock market indexes? (cont.)

0% 20% 40% 60%

Information Technology

Consumer Discretionary

Communication Services

Industrials

Financials

Consumer Staples

Health Care

Utilities

Energy

Real Estate

Materials

S&P 500

NASDAQ
Composite

Dow Jones
Industrial Average

Sector allocation, major US stock market indexes

For illustrative purposes only. An index reflects an unmanaged universe of securities, which is not available for direct investment and does not take into account any fees or 
transaction costs which will reduce their overall return.
Source: Bloomberg, UBS, as of 31 March 2025
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What is diversification, and why is it important?

Diversification comes from investments that are 
uncorrelated with one another

Source: UBS.

Diversification can help to reduce portfolio volatility

0%

5%

10%

15%

20%

25%

1.0 0.5 0.0 -0.5 -1.0

V
o

la
ti

li
ty

Correlation between Asset A and Asset B

Asset A Asset B 50% A + 50% B

Two-asset portfolio’s volatility depending on asset class correlations

Correlation of 1: The two assets move in the same direction

Correlation of 0: The two assets move independently

Correlation of -1: The two assets move in opposite directions

of 24

1644073_21fcc893-7baf-4b1a-b26a-4903bf2d55e6.pdf



17

What is diversification, and why is it important? (cont.)
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For illustration purposes only. 
Source: UBS. of 24
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What is “risk”?

Here are some example risk measurements that 
may be used when evaluating your investments:

• Volatility: How uncertain / variable are the 
investment returns?

• Tail risk: How much can the investment lose?

• Time under water: How long does it take for 
the investment to recover from a loss?

There are many ways to measure “risk”

of 24
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What is “risk”? (cont.)

Purchasing power drawdowns of cash (three-month Treasury Bills)

Source: UBS, Morningstar Direct, as of 31 March 2025. 

By many traditional 
risk measures, cash is 
a safer investment…

…but over the long 
term, cash is risky 
owing to inflation

of 24
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What is “risk”? (cont.)

Permanent loss is a useful way to define investment risk. Here are 
three main ways to cause a permanent loss, and potential solutions 
that could help manage each risk:

1. Own a security or investment that defaults or goes bankrupt
• Solution: Diversify across many investments.

2. Sell after a price decline, thereby “locking in” the loss
• Solution: Stay invested.

3. Miss out on investment gains, suffering “opportunity cost”
• Solution: Take an appropriate amount of “risk.”

of 24
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What is “risk”? (cont.)

0%

200%

400%

600%

800%

1000%

0 10 20 30 40

Years

30 years of growth:
At a 4% p.a. return: +224%
At a 6% p.a. return: +474%
Loss required to equalize: -44%

For illustrative purposes only. All investments involve risk of loss; performance is not guaranteed. The illustration assumes no withdrawals were made. It does not reflect the impacts of any fees, charges, or 
taxes. The compounding concept is hypothetical, and not intended to represent the performance of any specific investment, which may fluctuate. 
Source: UBS.

Cumulative growth with a 4% or 6% annualized return

Missing out on gains 
can be the same as 

losing money!
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What to do next

Put your new knowledge to work.

Review your saving and investing options

Set clear financial goals

Automate deposits to save & invest consistently

Read about financial planning & investing

Track your progress & celebrate your achievements

Tip: Automating your savings and investments helps you stay consistent as you seek to build wealth without having to think about it.

of 24
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Disclaimer

Mutual Funds: A fund's prospectus contains more complete information about the fund, including information on investment objectives, risks, charges and expenses and risk factors. Please contact us for a 
prospectus. The prospectus contains this and other important information that you should read and consider carefully before investing. The value of fund will fluctuate.

Performance is historical and does not represent future performance. The Funds’ investment return and principal value will fluctuate. Upon redemption, shares may be worth more or less than their original cost. The 
Funds’ current performance may be lower or higher than the performance data quoted. 

ETFs: Exchange Traded Funds are sold by prospectus. For more complete information about a fund, including the investment objectives, charges, expenses and risk factors, contact your Financial Advisor for a free 
prospectus. The prospectus contains this and other important information that you should read carefully before investing.

Index disclosures: For illustrative purposes only. Past performance of an index is not indicative of future results. An index represents an unmanaged universe of securities that does not include the deduction of costs 
or fees. Clients cannot invest directly in an index.

Standard & Poor’s (S&P) 500 Index is a commonly recognized, market capitalization weighted index of 500 widely held equity securities, designed to measure broad US equity performance. Covers 500 industrial, 
utility, transportation and financial companies of the US markets (mostly NYSE issues).

of 24
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Disclaimer

This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG 
("UBS Group"). UBS Group includes former Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS AG and a member of FINRA/SIPC. Additional 
Disclaimer relevant to Credit Suisse Wealth Management follows at the end of this section.

This document and the information contained herein are provided solely for your information and UBS marketing purposes. Nothing in this document constitutes investment research, investment advice, 
a sales prospectus, or an offer or solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security, investment instrument, or product, and does not recommend 
any specific investment program or service.

Information contained in this document has not been tailored to the specific investment objectives, personal and financial circumstances, or particular needs of any individual client. Certain investments referred to in 
this document may not be suitable or appropriate for all investors. In addition, certain services and products referred to in the document may be subject to legal restrictions and/or license or permission requirements 
and cannot therefore be offered worldwide on an unrestricted basis. No offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any person to whom it is 
unlawful to make such offer, solicitation, or sale.

Although all information and opinions expressed in this document were obtained in good faith from sources believed to be reliable, no representation or warranty, express or implied, is made as to the document’s 
accuracy, sufficiency, completeness or reliability. All information and opinions expressed in this document are subject to change without notice and may differ from opinions expressed by other business areas or 
divisions of UBS Group. UBS is under no obligation to update or keep current the information contained herein. The views and opinions expressed in this material by third parties are not those of UBS. 
Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages arising from the use or reliance of all or any part thereof.

All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects or elements which are protected by third party copyright, trademarks and other 
intellectual property rights. Unless expressly stated, no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.

Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance figures may not be based on complete 12-month periods which may reduce their 
comparability and significance. Historical performance is no guarantee for, and is not an indication of future performance.

Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This document may not be redistributed or reproduced in whole or in part without the prior written 
permission of UBS. To the extent permitted by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any liability, responsibility or duty of care for any consequences, 
including any loss or damage, of you or anyone else acting, or refraining to act, in reliance on the information contained in this document or for any decision based on it.

Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or depending on the local entity from which you are receiving this document, this document is 
distributed by UBS Switzerland AG, authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be processed in accordance with the Credit Suisse privacy 
statement accessible at your domicile through the official Credit Suisse website https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, UBS Group AG 
and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you notify us that you no longer wish to receive them. You can optout from receiving these materials 
at any time by informing your Relationship Manager.

Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-disclaimer.html to read the full legal disclaimer applicable to this document.

© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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