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Savings black hole
Millions of Britons could see their savings shrink, as they don’t know how to shield them from the threat of rising
inflation. Currently, UK savers are hoarding over £60 billion[1] in cash for long-term savings and investments, which
stands to be eroded by £1.5 billion this year as a result of higher inflation.
Inflation has seen this savings mountain eroded
by £760 million so far this year. If inflation were
to continue at the 2017 average (2.4%), another
£760 million could be lost between now and the
end of the year[2].

THE RESULT OF INFLATION
According to BlackRock’s Investor Pulse survey,
polling 4,000 people in the UK, savers typically
have £8,700 in cash, of which a quarter (£2,270)
is set aside for long-term savings and investments.
Of this pot, they stand to lose £55 this year as a
result of inflation[3].
Britons believe their cash savings stand
to be worth even less, with three quarters
of people predicting that inflation is set to
rise further in the next 12 months. Inflation
compounded over 20 years would see the
£2,270 pot that Britons have set aside for
long-term savings and investments depleted by
over a third (£870) per person, amounting to
over £20 billion for the nation[4].

TAKING THE LEAP FROM CASH
There is still however an emotional barrier that
stops us from taking the leap out of cash and
into investing. If UK savers had invested their
£2,270 pot of cash in the FTSE All Share over the
last 20 years, it would be worth £8,350 today.
Even if they were to have invested a quarter of
their pot in the FTSE All Share, they would still
be £1,525 better off[5].
While we all struggle to make plans 20 or 30 years
ahead, resigning all our money to cash is not the
answer.We are approaching a decade of record low
interest rates, which have been giving us little to no
return on our money.We have to decide whether we
are prepared to watch our money erode away, or try
and grow our savings through investing.

MOST EXPOSED TO INFLATION
The Pinched are a particularly vulnerable group of
16.5 million people in the UK with savings who will
be worst hit by the rising cost of living, as they have
no intention of moving any or any more of their

money into investments. The Pinched are least likely
to feel in control of their financial futures, and only
one in five feel knowledgeable about investing.
Their dependency on cash is largely driven by
their need to have quick access to their money
(34%). Three in ten believe that the amount of
cash they have is too small an amount to be worth
investing, while a further three in ten prefer to keep
their money in cash to act as a safety net (28%).

RELUCTANCE TO MOVE SAVINGS
There are a further eight million savers in the UK
who are committed to staying in cash, saying that
they have decided now is not the right time to be
moving any more of their savings out of cash.
The Pausers’ reluctance to move any or any
more of their savings out of cash has largely been
driven by worries about market volatility (32%), and
compounded by their nervousness about investing
(25%). A guarantee that their capital is protected is
the greatest incentive for them to take any further
money out of cash and into an investment.
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The survey identifies three million savers in the
UK who are most likely to beat the battle with
inflation. This group has seriously considered
moving some of their money out of cash and plan
to do so in the next six months.
The Planners say that low savings rates
and their fundamental belief that returns on
investing are better over the long term are the
main reasons why they are planning to move
their savings out of cash. Of the three groups,
the Planners are the most confident about their
financial future (72%). Six in ten say they are
knowledgeable about investing (58%) – the
highest proportion of the three groups – and
they are willing to take on higher risks for
higher returns. n

Source data:
Investor Pulse Survey – BlackRock’s Global Investor
Pulse Survey examines investing and attitudes and
behaviours across the world.The 2017 survey included
28,000 respondents in 18 countries.The UK sample
included 4,000 respondents between the ages of
25–74. Survey conducted in Q1 2017.
[1] Total median cash holding: survey population of
27.5m x £2,270. June 2017
[2] Average UK CPI inflation level for 2017 (2.43%) /
2.43% as a percentage of total median cash holding
[3] 2.43% as a percentage of individual median cash level
[4] www.buyupside.com/calculators/inflationjan08.htm
– annual inflation rate of 2.43%, June 2017
[5] BlackRock: FTSE All Share 31/12/1996 –
30/12/2016

MAKING YOUR MONEY
WORK HARDER
It’s important to set aside money for the
future and protect it from inflation, whether
it’s a rainy day fund to cover unexpected
events or for longer-term goals.Whatever
your financial goals may be, we can help make
it easier for you to invest.To find out more
about investing, please contact us.

INFORMATION IS BASED ON OUR
CURRENT UNDERSTANDING OF TAXATION
LEGISLATION AND REGULATIONS. ANY
LEVELS AND BASES OF, AND RELIEFS FROM,
TAXATION ARE SUBJECT TO CHANGE. TAX
TREATMENT IS BASED ON INDIVIDUAL
CIRCUMSTANCES AND MAY BE SUBJECT
TO CHANGE IN THE FUTURE. ALTHOUGH
ENDEAVOURS HAVE BEEN MADE TO PROVIDE
ACCURATE AND TIMELY INFORMATION,
WE CANNOT GUARANTEE THAT SUCH
INFORMATION IS ACCURATE AS OF THE DATE
IT IS RECEIVED OR THAT IT WILL CONTINUE
TO BE ACCURATE IN THE FUTURE. NO
INDIVIDUAL OR COMPANY SHOULD ACT
UPON SUCH INFORMATION WITHOUT
RECEIVING APPROPRIATE PROFESSIONAL
ADVICE AFTER A THOROUGH REVIEW OF
THEIR PARTICULAR SITUATION. WE CANNOT
ACCEPT RESPONSIBILITY FOR ANY LOSS AS A
RESULT OF ACTS OR OMISSIONS.
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HIGHER RISKS
FOR HIGHER RETURNS

