
Investing 

As we learned earlier – savings is setting money safely aside.  When we have 

achieved our savings goals, then it is time to think about our future.  We want to put 

money to work growing.  This is called investing. 

Investments are assets purchased with the goal of providing additional income from 

that asset.  However, when we purchase assets for growth, nothing is guaranteed.  

There is a risk they will not grow as we planned.  There is a risk that assets will lose 

value.   We could even lose it all. 

So the first important investment lesson we must learn is that, unlike insured 

savings tools, investments are not secure. There is a chance that some or all of the 

money invested could be lost.  We also need to learn that investments cannot be 

easily converted to cash and used for other things.  They are less liquid than savings 

tools.   In fact, with some investments you may have to wait a long time, even years, 

to access the funds. 

Investments help build wealth because they have the potential to earn higher returns 

than savings tools.  A return is the profit or income generated when wealth grows.  

There is a trade-off to when we seek higher returns.  We have to accept higher 

investment risk.  

Risk is the chance of loss.  Risk cannot be entirely controlled. Some savings tools, 

like insured bank accounts, are essentially risk-free.  Around the world, investments 

in United States Treasury Bonds are considered “risk-free”.  The U.S. is the only 
nation on earth with a perfect record paying its debt.  It is always possible 

investments will fail to pay the expected return, fail – not pay a return at all, or even 

become worthless.   

So it shouldn’t come as a surprise that when we are willing to accept higher risks, we 

expect to have an opportunity to earn higher returns.  There are different types of 

investments that offer differing returns and different risk-levels, but it isn’t the 

purpose of this video to go into all of these options. 

Let’s begin by keeping things simple and focus on how to balance risks and returns 

when we are ready to invest.   

The best way to do this is to find a way to invest in different investments that have 

differing and unrelated risks.  This is called “diversification”.  The idea is to choose a 

number of investments so that, should any one fail to grow, we have other 

investments that likely will grow.  This idea isn’t new.  We don’t want to “put all of 

our eggs in one basket”   

When getting started, the best way for most Americans to invest is to place money in 

funds so our money is pooled with other investors.  Perhaps no one investor has 

enough to fully diversity their investment portfolio to minimize risks.  But when a 

group of people pool money and it is properly managed, we can share in a variety 

of different investments where risks are balanced and our wealth is safer.  

Investments perform better when we can diversity risks. 


