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“Most investors are primarily oriented
towards return - how much they can
make and pay little attention to risk
- how much they can lose. My chief
concern is the quality of the businesses
we buy because when I get that
right, returns have been more than
satisfactory”.
Tom Spain
Director
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ABOUT HENRY SPAIN INVESTMENT SERVICES
Henry Spain Investment Services was established in 2010 by Tom Spain, a Chartered Wealth
Manager and Stockbroker. We focus on delivering a personalised and proactive wealth
management service by understanding the financial needs of our clients. We understand that
making sure you have a access to tax efficeint ways to save is important, so we’ve gone back
to basics to ensure that you’re fully aware of the rules around Individual Savings Accounts
(ISAs)and what your options are when it comes to building up a nest egg. To find out more
you can make an appointment online at www.henryspain.co.uk/contactus or pop into one of
our conveniently located offices in Market Harborough and Oakham.

INTRODUCTION
ISAs (Individual Savings Accounts) can be
used to save or invest your money free of
UK tax. This guide is designed to give you
a bit more information on the types of
ISAs available and the benefits and risks
associated with them. We hope this will
help you think about which ISAs are right
for you.

Important Information
The information provided here is only a guide. It is designed to give you further information

If you’re unsure about anything or would
like to find out more about ISAs, then call
Henry Spain Investment Services on 01858
898023 (Market Harborough) or 01572
897510 (Oakham).

We focus on
delivering a
personalised and
proactive wealth
management
service

about the different types of ISAs and their risks and benefits. It is not to be relied upon to make
financial decisions. If you are unsure about any of the information here or would like personalised
recommendations then please contact Henry Spain Investment Services directly. The information
presented is correct as of August 2019.
Henry Spain Investment Services is authorised by the Financial Conduct Authority and registered in
England and Wales (number 7118506).
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To find out more you can make an
appointment with us on our website at
www.henryspain.co.uk/contactus or simply
pop into one of our conveniently located
offices in Market Harborough or Oakham.
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ISAS: THE BASICS
One of the biggest benefits of ISAs is that
they are free of UK tax. This means that
you don’t need to pay capital gains tax or
income tax on any investments or savings
so long as they are held within an ISA.
Because you don’t have to pay any UK tax,
there is a cap on how much you can invest
each year. The overall allowance is £20,000
per tax year, and any remaining balance
cannot be carried forward.
There are multiple types of ISAs available
and you can hold as many of each as you
like. It’s important to remember however
that the limit is for all ISAs combined, so
you can only pay £20,000 into your ISAs
in total, not into each one. Additionally, if
you have several of the same type of ISA,
you can only pay into one of each type per
tax year. For example, if you hold two Cash
ISAs, you can only pay into one of them in a
single tax year.
The four main types of ISAs are Cash ISAs,
Stocks and Shares ISAs, Lifetime ISAs, and
Innovative Finance ISAs. You can also set
up an ISA for your child if they are under
18, known as a Junior ISA. Remember, the
overall allowance is £20,000 for the tax
year 2018/19. So, if you hold a Cash ISA and
a Stocks and Shares ISA, the cumulative
amount you put into each ISA has to be
lower than this threshold.

To hold a Cash ISA, you need to be at least 16 years old. For Stocks and Shares, Innovative
Finance, and Lifetimes ISAs you must be above 18 years of age. For Lifetime ISAs, you also
need to be under 40 years old to open one, however you can continue contributing to it
up until you turn 50.

•

Cash ISA: Saving Cash, 16 years+

•

Lifetime ISA: Saving for Your First Home (or Retirement), 18-39 year olds

•

Stocks and Shares ISA: Investing in the Stock Market, 18+

•

Innovative Finance ISA: Peer-to-Peer Lending, 18+

•

Junior ISAs: Saving Cash or Investing in The Stock Market, Under 18

£20,000 is the overall allowance for ISAs.
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CASH ISAs
A Cash ISA is just like a normal savings
account except that the interest you earn
is tax-free.
Cash ISAs are very stable. There is little to no
risk since your money is not being invested
on the stock market. One of the benefits of
a Cash ISA is that you are able to withdraw
your money whenever you need it. And,
if you have a flexible ISA, you can pay the
same amount of money back in without it
contributing to your overall allowance.
There are two types of Cash ISA: Variable
and Fixed Rate. Fixed Rate Cash ISAs come
with a higher interest rate, but you cannot
withdraw from them as freely as you can
with a Variable Cash ISA. If you choose to
withdraw before the fixed term you may be
penalised.

Is A Cash ISA Right for You?
Although Cash ISAs seem like a good
choice, interest rates are often very low.
With the effect of inflation, your savings
might actually lose value in real terms.
Consequently, Cash ISAs are not the best
way to save for the long term. If you do want
to use a Cash ISA, it’s best to look around for
one with a higher interest rate. You should
also make sure that the rate won’t drop
after an initial period. If it falls lower than
the rate that other ISAs offer, you won’t be
getting the best deal. Don’t forget that you
can transfer your ISAs between providers if
you want to.

+ Tax-free interest

- Low interest rates

+ Withdraw cash whenever you
need

- A rise in inflation can lower the
value of your savings in real terms

+ Low risk
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STOCKS AND SHARES ISAS
Money invested via a Stocks and Shares ISA
is free from both capital gains and income
tax. As always when investing in the stock
market, there is a risk of losing money. Stock
markets can go down as well as up, and so
the value of your investments can fluctuate.
In comparison to a Cash ISA, a Stocks and
Shares ISA is a higher risk choice. As always,
we recommend that you only invest if you
have enough cash set aside in case of an
emergency. Whilst you can withdraw your
money from the ISA when you need it, it
may take a few days before you receive it
since your investments will need to be sold.
Because your investments could be sold at
an inopportune time, they may not sell for
the amount that you bought them and so
you could lose out on some of your initial
investment.
The longer you leave your money in a
Stocks and Shares ISA, generally you give it
a better chance to perform well. Five years
is often the minimum suggested timeframe,
meaning that this ISA is a longer-term
saving solution.

Is a Stocks and Shares ISA
Right for You?
The suitability of a Stocks and Shares ISA
depends on a few things. Firstly, it depends
on your goals. Do you want a long-term
savings option, or would you rather have
access to your savings sooner? Secondly,
it depends on your attitude to risk. If you
would rather have a guarantee that your
money is safe then a Stocks and Shares ISA
is probably not the right choice. Lastly, it
depends on how comfortable you are with
investment decisions. Whilst many Stocks
and Shares ISAs offer guidance and tips for
investing, the decision is still usually down
to you. If you don’t feel comfortable with
this, there are options for your ISA to be
managed, such as by one of our Wealth
Managers at Henry Spain, or you can choose
a different type of ISA altogether.

+ Option to invest in a wide range
of assets
+ Savings can grow over the
longer-term

- Risk of losing money

+ No Income Tax or Capital Gains
Tax
+ Money can be withdrawn when
needed

- Generally higher cost

- Withdrawn money is not
immediate

What Can You Invest In?
•

Corporate Bonds

•

Exchange Traded Funds

•

Funds

•

Government Bonds
(also known as Gilts)

•

Investment Trusts

•

Shares

Alternatively, you can just hold cash within
the ISA wrapper.

7

8

LIFETIME ISAS
Lifetime ISAs were introduced to help firsttime house buyers, but they can also be
used as a way to save for retirement.
This ISA is a little different to the others in
that it has an annual limit of just £4,000.
However, the government will contribute a
further 25% of whatever amount you invest
each month. So, if you invest the full £4,000
in one tax year, the government will also
give you an extra £1,000. All of the money
held in the ISA is still free of UK tax and the
amount you contribute to the ISA is still
included in your overall allowance.
There are strict rules about when you can
withdraw money from the ISA. You can use
it when you buy your first home (so long
as it’s worth less than £450,000), or you
can leave the money in the ISA until you
turn 60, after which you can begin to make
withdrawals. If you want to withdraw at any
other time (unless you are terminally ill)
the money you withdraw will be subject to
a 25% tax from the government, equivalent
to a 6.25% loss.

+ Help with saving for your first
home
+ No UK tax payable
+ Choose to save cash (lower risk
or invest (higher risk)
+ Up to £1,000 tax-free from the
Government each year
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INNOVATIVE FINANCE ISAS
With the Lifetime ISA, you can open one
once you’re over 18, but you must also do
it before you turn 40. You can still choose
to continue to contribute to the ISA until
you’re 50. Once you are, you can no longer
contribute to the ISA and you won’t receive
money from the government. However,
your account will stay open and the savings
within can still earn interest or investment
returns until you reach 60, at which point
you can begin to withdraw the money.
The aim of this ISA is to help people
save to buy their first home, and then to
encourage them to continue saving for
their retirement; with up to £33,000 free

from the government.

These ISAs are designed for peer-to-peer
lending and investments.
The Innovative Finance ISA was
introduced in April 2016. As with all the
other ISAs, the money inside it is free
of Capital Gains and Income Tax. This
money is used to lend funds directly to
other investors, cutting out the banks.
Unlike with other types of ISA, you can
only hold one Innovative Finance ISA.
Typically, the interest rates are
higher, with 6-8% expected returns
(approximately double what would be
expected with a Cash ISA*). However,
with these higher rates comes greater
risk. Again, as your capital is at risk, you
may lose your money. Additionally, peerto-peer lending is not currently protected
by the Financial Services Compensation
Scheme (FSCS).

Is an Innovative Finance ISA right
for you?
An Innovative Finance ISA is a high-risk
choice that may also offer high returns.
Before choosing to open one, you need
to take into account your attitude to risk.
Additionally, you should be sure to have
enough cash outside of the ISA should an
emergency arise. To find out more about
the new Innovative Finance ISA, take a
look at www.innovativefinanceisa.org.

*Source: innovativefinanceisa.org.uk

- Can only open if 18 - 39 years old
- Rules on when you can withdraw
+ Relatively high return rates

- Capital is at risk

+ Free of Capital Gains and Income - Not FSCS protected
Tax
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JUNIOR ISAS

OVERVIEW

If you’re a parent or legal guardian of a child
under 18, then you can open an ISA on their
behalf.

Cash ISA - Saving Cash 16+
Stocks and Shares ISA - Investing in Stocks and Shares 18+

There are two types of Junior ISA: a Junior
Cash ISA and a Junior Stocks and Shares ISA.
The main difference between these and
regular ISAs is the yearly allowance. Whilst
you can pay up to £20,000 into regular
ISAs, just £4,368 can be paid into Junior
ISAs each tax year. When the child turns 16,
they can open up a regular Cash ISA on top
leaving them with the £20,000 allowance
for that as well as the £4,368 allowance
for their Junior ISA. Once the child turns
18, their Junior Cash ISA becomes a regular
Cash ISA and they can save and invest for
themselves. The allowance also changes in
line with this.

Lifetime ISA - Saving for a First Home (or Retirement) 18-39
Innovative Finance ISA - Peer-to-peer Lending 18+
Junior ISA - Savings for children under 18
ISA Transfers - Move your ISA to a new provider

Whilst holding the Junior ISA, anyone
can pay into it. This includes friends and
relatives. The money can only be withdrawn
by the child and they can only do so once
they turn 18. Although with regular ISAs
you can often hold more than one of the
same type, with Junior ISAs you can only
hold one of each.

£4,368 allowance
What Can We Do to Help?

+ Tax Free
+ Early Saving and Investing
+ Choose to hold cash or invest
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- Cash can only be withdrawn once
the child turns 18
- Risk of losing money if it is
invested

At Henry Spain, we offer management of Stocks and Shares ISAs. We have different portfolios
available in which to invest depending upon your attitude to risk and your financial needs.
If you want to invest through an ISA but aren’t sure where to begin, then contact us and
we’ll be happy to advise you on both setting up a new ISA or transferring from your existing
provider.
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Market Harborough Office:
49a High Street
Market Harborough
Leicestershire
LE16 7AF
Tel: +44(0)1858 898023

Oakham Office:
3 Church Passage
Oakham
Rutland
LE15 6DR
Tel: +44(0)1572 897510

www.henryspain.co.uk

info@henryspain.co.uk

Risk Warnings: Certain investments carry a higher degree of risk than others and are, therefore, unsuitable
for some investors. The value of investments, and the income from them, can go down as well as up, and you
may not recover the amount of your initial investment. Where an investment involves exposure to a foreign
currency, changes in rates of exchange may cause the value of the investment, and the income from it, to go
up or down. Opinions constitute our judgement as of this date and are subject to change without warning.
Neither Henry Spain nor any connected company accepts responsibility for any direct or indirect or on
sequential loss suffered by you or any other person as a result of your acting, or deciding not to act, in reliance
upon any information contained in this Brochure. Before contemplating any transaction, you should consider
whether you require any advice from a financial adviser which we would be happy to provide. Tax benefits and
allowances described in this brochure are based on current legislation and HM Revenue & Customs practice
and depend on personal circumstances. These may change from time to time and are not guaranteed,
Henry Spain is authorised and regulated by the Financial Conduct Authority. Registered in England and Wales
No. 7118506. Registered Office: 49a High Street, Market Harborough, Leicestershire, LE16 7AF
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