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The spiralling cost of university fees, increasingly large
deposits required for first-time house buyers and life's other
inevitable expenditures, mean that children today are likely
to face significant financial pressure as they enter
adulthood. It will be nearly impossible for them to stay out
of crippling debt without the continued financial support of
parents and grandparents. 

Even more concerning, these high-cost items may inhibit future

generations from saving for their retirement, which could consequently

plunge them into poverty in their old age. The need for long-term

savings for children has never been greater.

Introduction
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A Junior ISA is a tax-efficient investment wrapper, that allows parents, grandparents, and family friends to invest in cash
and investments on behalf of a child. 

Junior ISAs must be opened by a parent or guardian but are held in the

child’s name. The person opening the Junior ISA will be making all the

investment decisions about where to invest until the child reaches 16,

at which point the child can choose to become involved in these

decisions.

The money cannot be accessed by anyone until the child's 18th

birthday, at which point the Junior ISA becomes a standard ISA, the

property of the child and fully accessible. 

Who is eligible?
A Junior Isa is available to any child who is resident in the UK. If a 

child already has a Child Trust Fund, it can now be transferred into a

Junior ISA.. 

What is a Junior ISA?
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The current annual limit is £4,080 . Contributors can either invest lump sums or make regular monthly savings. 

To give you an idea as to how much could be saved on behalf of a

child, a monthly contribution of £50, assuming 7% growth per annum,

could provide a pot of more than £21,000 over 18 years. A monthly

contribution of £300 could grow to almost £130,000. 

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

accumulated, based on the level of contribution and varying potential

annual rates of return over 18 years (the amounts do not take into

account charges or inflation).

How much can I invest?
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You can put money into cash and/or investments, as long as the total amount does not exceed your annual limit.

Transfer options
Transfers between Junior ISAs are possible so, if you wish, you can

change the fund in which your child's savings are invested. Or, if you

find a Junior ISA cash account with a better rate than your current

provider, you can move the money. You can also transfer Junior ISAs

from cash to stocks and shares and back again.

Investing in cash
Cash is the safest form of investment. However, it may well not provide

a real return if the interest earned is less than the rate of inflation, as

can be the case today. If you choose to invest in cash you should shop

around for the best rates and be aware of any temporary interest

bonuses.

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

over the long term, investing in a fund may be the more attractive

option.

What can I invest in?
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You can invest in a Junior ISA in a number of ways: 

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

may soon also be available on fund supermarket platforms.

Investment Junior 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 a Junior ISA online, by phone or by post. Charges and

options may vary. 

How do I invest?
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One downside of a Junior ISA is that, unlike the adult ISA, the investment cannot be accessed until the child is 18, and at
this time the investment is passed entirely into the hands of your child.

At this point they could roll over their investment into an adult ISA, or

use the money to pay for a university course, a car, a deposit on a

house or a gap year. It is up to them what they do with this pot of

money though.

Are there any downsides to a Junior ISA?
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Choosing a cash Junior ISA can be fairly simple: the main considerations are the interest rate paid, the length of time the
interest rate is valid. Choosing a fund can be a tougher decision, but getting it right (or wrong!) can have a huge impact on
your investment.

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.

Unsure where to invest?
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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.


