
  MARKET SNAPSHOT 

Can Sitting in Cash Cost You? 

Volatile markets have prompted many investors to invest in cash. While this may seem like a smart choice, inflation and taxes can eat into seemingly attractive cash 

returns. When accounting for inflation and tax rates, the return from investing in cash may be negative, as seen in the table below. In other words, cash investors may 

be losing money. While stocks and bonds have more risk than cash, they may also provide return potential that can help offset the impact of inflation and taxes.

You may not get what you think: Inflation and taxes determine the real rate of return 
Hypothetical real rate of return after inflation and tax rates

CASH RATE

INFLATION TAX RATE 1% 2% 3% 4% 5% 6% 7% 8%

2% 20% -1.2% -0.4% 0.4% 1.2% 2.0% 2.8% 3.6% 4.4%

2% 30% -1.3% -0.6% 0.1% 0.8% 1.5% 2.2% 2.9% 3.6%

2% 40% -1.4% -0.8% -0.2% 0.4% 1.0% 1.6% 2.2% 2.8%

4% 20% -3.2% -2.4% -1.6% -0.8% 0.0% 0.8% 1.6% 2.4%

4% 30% -3.3% -2.6% -1.9% -1.2% -0.5% 0.2% 0.9% 1.6%

4% 40% -3.4% -2.8% -2.2% -1.6% -1.0% -0.4% 0.2% 0.8%

6% 20% -5.2% -4.4% -3.6% -2.8% -2.0% -1.2% -0.4% 0.4%

6% 30% -5.3% -4.6% -3.9% -3.2% -2.5% -1.8% -1.1% -0.4%

6% 40% -5.4% -4.8% -4.2% -3.6% -3.0% -2.4% -1.8% -1.2%

8% 20% -7.2% -6.4% -5.6% -4.8% -4.0% -3.2% -2.4% -1.6%

8% 30% -7.3% -6.6% -5.9% -5.2% -4.5% -3.8% -3.1% -2.4%

8% 40% -7.4% -6.8% -6.2% -5.6% -5.0% -4.4% -3.8% -3.2%

10% 20% -9.2% -8.4% -7.6% -6.8% -6.0% -5.2% -4.4% -3.6%

10% 30% -9.3% -8.6% -7.9% -7.2% -6.5% -5.8% -5.1% -4.4%

10% 40% -9.4% -8.8% -8.2% -7.6% -7.0% -6.4% -5.8% -5.2%

Inflation and tax rates impact cash returns which could make stocks and bonds a better fit for suitable long-term goals.

These hypothetical examples are for illustrative purposes only. It does not represent the performance of a particular MFS® investment product. This material should be used as helpful hints only. Each person’s situation is different. You should consult 
your investment professional or other relevant professional before making any decisions. 

A CLOSER LOOK AT  
REAL RETURNS

4% 
Inflation: 6%

Tax rate: 30% 

Expected return: 4%

Real return: -3.2%

CASH  
RATE



CAN SITTING IN CASH COST YOU? 

IMPORTANT RISK CONSIDERATIONS:

Stock: Stock markets and investments in individual stocks are volatile and can decline significantly in response to issuer, market, economic, industry, political, regulatory, geopolitical, environmental, public health, 
and other conditions. Bond: Investments in debt instruments may decline in value as the result of, or perception of, declines in the credit quality of the issuer, borrower, counterparty, or other entity responsible for 
payment, underlying collateral, or changes in economic, political, issuer-specific, or other conditions. Certain types of debt instruments can be more sensitive to these factors and therefore more volatile. In addition, debt 
instruments entail interest rate risk (as interest rates rise, prices usually fall), therefore the Fund’s share price may decline during rising rates. Funds that consist of debt instruments with longer durations are generally more 
sensitive to a rise in interest rates than those with shorter durations. At times, and particularly during periods of market turmoil, all or a large portion of segments of the market may not have an active trading market. As 
a result, it may be difficult to value these investments and it may not be possible to sell a particular investment or type of investment at any particular time or at an acceptable price. The price of an instrument trading at a 
negative interest rate responds to interest rate changes like other debt instruments; however, an instrument purchased at a negative interest rate is expected to produce a negative return if held to maturity.

Distributed by: U.S. - MFS Institutional Advisors, Inc. (“MFSI”), MFS Investment Management and MFS Fund Distributors, Inc.; Latin America - MFS International Ltd. 

Please note that in Canada, Europe and Asia Pacific, this document is intended for distribution to investment professionals and institutional clients only. 

Canada - MFS Investment Management Canada Limited. No securities commission or similar regulatory authority in Canada has reviewed this communication. Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International (U.K.) 
Limited (“MIL UK”), a private limited company registered in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct Authority. MIL UK, an indirect subsidiary 
of MFS®, has its registered office at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) readers: Issued in Europe by MFS Investment Management (Lux) S.à r.l. (MFS Lux) – authorized under Luxembourg law as a management 
company for Funds domiciled in Luxembourg and which both provide products and investment services to institutional investors and is registered office is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be 
circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance or distribution would be contrary to local regulation; Singapore - MFS 
International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd (“ MFS Australia”) holds an Australian financial services licence number 485343. MFS Australia is regulated by the Australian Securities and 
Investments Commission.; Hong Kong - MFS International (Hong Kong) Limited (“MIL HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL HK is approved to engage in dealing in 
securities and asset management regulated activities and may provide certain investment services to “professional investors” as defined in the Securities and Futures Ordinance (“SFO”).; For Professional Investors in China – MFS Financial Management 
Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue, Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide financial management consulting services.; 
Japan - MFS Investment Management K.K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust Association, Japan and the Japan Investment Advisers Association. As fees 
to be borne by investors vary depending upon circumstances such as products, services, investment period and market conditions, the total amount nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market 
fluctuation and investors may lose the principal amount invested. Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making the investments.
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