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Assessment Task 

The difference between savings and investments (Pair activity) (LO2 AS3)

Answer the questions below in your workbook.
a) Explain what savings are.








[2 marks]

b) Explain what investment is.







[2 marks]

c) Why and how do people invest their money for retirement?



[2 marks]

d) Why is the risk in savings smaller than the risk in investments?



[2 marks]

                                                                                                                                   [Total: 8 marks]

Suggested Solutions (LO2 AS3)

	Question number
	Possible marks
	Solution


	1
	8
	a) Savings is when you put away money that you don’t spend for future use to satisfy a short-term need, such as buying something for yourself or your home. It carries little risk, but the interest on it is small as well. 

                                                                                                       [2 marks]
b) Investment is when you let your money work for you by earning a profit or buying an asset that will increase in value. It carries more risk than savings, but earns much better returns.                                        [2 marks]
c) People invest their money for retirement so that they can earn an income when they retire. Some people buy a property that they can rent out, others buy retirement annuities and others invest their money in retirement funds.                                                                           [2 marks]                                                                                                     
d) When you save you will get the initial amount you put in back when you withdraw your savings. When you invest there is a chance that you will lose your initial investment, for instance when stock markets fall or the property burns down or the business fails.                                    [2 marks]                                                                












