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This is a guide to ISAs, or Individual Savings Accounts, a form
of investment wrapper we regard as one of the most tax-
efficient ways to save for the future. 

Quite simply, if you have cash savings or an investment, there is no

reason not to use an ISA wrapper. The ISA wrapper is a hassle-free way

of saving and investing, whilst keeping the taxman's hands off your

money.

The following pages are designed to give you an introduction to what

an ISA is and how you can make your savings and investments work

harder for you.

Introduction
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An ISA is a tax-efficient ‘wrapper’ into which you can put cash and investments.

There is no capital gains tax to pay on any capital growth and any

income received from the investment or cash savings, either as interest

or dividends, is free of tax. This means that you don't have to declare

any income or capital gains on your tax return.

There is no notice period for investments which are inside an ISA

wrapper – you can access them whenever you wish, although it may

take up to 10  days for the money to clear into your bank account.

There can be a notice period for some cash savings held within an ISA

wrapper, but not all. This is generally the case if a provider has a special

rate for a certain period and in return insists that savers give notice

before withdrawing money. 

Each tax year we are given an annual ISA allowance. It is a ‘use it or lose

it’ allowance, meaning that if you don’t use all or part of it one tax year,

you cannot take that allowance over to the next year. 

Remember also that once you have taken money out of an ISA, you

can't get that part of your allowance back again.

When you die, your ISAs can be transferred to your spouse, without

losing their tax advantages.

Who is eligible?
You must be 18 years old or over to invest money into an ISA, or 16 or

over if you want to put cash savings into an ISA, and you must be a UK

resident.

The ISA must be in an individual's name, not in joint names or held on

behalf of somebody else.

What is an ISA?
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The annual allowance for an ISA is £15,240 (From April 6th). The deadline for using this allowance is the 5th April each year.

You can either invest lump sums, or alternatively you can choose to

invest monthly, by direct debit, for as little as £10 into cash and/or £50

into an investment.

To give you an idea of how much could be saved, a monthly

contribution of £500 (invested rather than saved in cash) could grow to

more than £203,000 over 20 years (asuming 5% growth per annum). 

Monthly saving examples
The chart below shows the possible ISA value that could be

accumulated, based on the level of contribution and varying potential

annual rates (2% for cash and 5% and 7% for investments) over 20 years

(the amounts do not take into account charges or inflation).

How much can I invest?

Page 5 of 9

FundCalibre Guide to ISAs

£700,000

£600,000

£500,000

£400,000

£300,000

£200,000

£100,000

£0
£14,764 £20,637 £26,198

£50 per month

£147,644

£203,373
£261,982

£500 per month

£369,110

£515,932

£654,956

£1,250 per month

Assumes 2% growth p.a.

Assumes 5% growth p.a.

Assumes 7% growth p.a.



You can put your ISA money into an investment (funds or individual stocks and shares) or into cash, or a combination of
the two. You can also transfer existing ISA holdings in cash into an ISA investment and vice versa.

Cash is the safest form of investment. However, it may not provide a

real return if the interest earned is less than the rate of inflation. If you

want to invest your ISA money in cash, it is a good idea to check out

which bank or building society is offering the best rate, but beware of

attractive rates that expire after a certain amount of time. 

For those willing to consider riskier assets in the hope of larger returns

over the long term, an investment may be the more attractive option.

What can I invest in?
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When deciding on the type of asset in which you want to invest, it is important to consider the charges involved. 

ISA money saved into cash does not incur any initial or annual charges,

but ISA money invested into a fund or individual stock does, and

charges vary from provider to provider.

You can expect to pay three different annual charges for fund

investment: a fund management charge, a platform or provider charge

and a service charge. You should be aware that some headline charges

are not indicative of total costs and it is important to research fees

thoroughly to make sure that you are aware of any additional costs you

personally may incur.

However, even after charges, an investment ISA is likely to produce a

better returns than a cash ISA over the long term. Even though there is

more risk and volatility associated with an investment ISA, the returns

have generally been higher than those of cash over time.

As the chart on page 5 shows, a monthly contribution of £500,

returning just 2% (similar to the best cash rates currently), should give

you a pot of money worth £147,644 over 20 years. If the same monthly

contribution was invested in an Investment ISA and 7% gains were

achieved, the pot of money grows to a much larger £261,982 (the

amounts do not take into account charges or inflation).

How much will it cost?
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You can invest in an ISA in a number of ways: 

Cash ISAs can be purchased via a bank or building society, and may

soon also be available on fund supermarket platforms.

Investment ISAs can be purchased through a fund supermarket

platform, a broker, an adviser or direct from a fund provider. Some are

also available at high street banks.

You can invest in an ISA online, by phone or by post. Charges may vary

depending on which method you use. 

How do I invest?
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With more than 3,000 funds available in the UK, it can also be a

daunting task. That's why we started FundCalibre and our Elite Fund

Ratings.

FundCalibre is an online fund ratings agency and research centre,

which is freely available to all investors. Our experienced research team

analyses the funds which are widely available to UK retail investors and

identifies those which they believe have the most skillful managers.

These funds are awarded an Elite Fund rating. This rating should in no

way be construed as advice. It is solely our opinion.

You can use FundCalibre to narrow down your choices and help you

select a fund in which to invest. Visit our website:

www.fundcalibre.com to find out more.

If you require individual investment guidance you should seek expert

advice.

Important information
FundCalibre is an Authorised Representative of Chelsea Financial Services Plc, which is regulated by the Financial Conduct Authority and offers an

execution-only service. Elite Fund ratings are based on FundCalibre's research methodology and are proprietary research of FundCalibre's research

team only. The award of an Elite Fund rating does not mean the fund is a suitable investment for you, and does not constitute a recommendation

to but any Elite fund. If a fund that you already hold does not, in the opinion of FundCalibre, merit an Elite Fund rating, this does not constitute a

recommendation to sell.

Unsure where to invest?
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Choosing a cash ISA can be fairly simple: the main considerations are the interest rate paid, the length of time the interest
rate is valid, and whether you want instant access or are willing to tie up your money for a fixed period of time. Choosing
a fund can be a tougher decision, but getting it right (or wrong!) can have a huge impact on your investment.


