
Find your financial adviser at unbiased.co.uk

What is an ISA?
An ISA (short for Individual Savings Account) lets you hold 
savings or investments without being taxed on the income or 
capital gains. You can hold a cash ISA, a stocks & shares 
ISA (which may consist of shares, securities and/or life 
policies) or an innovative finance ISA (available from April 
2016 and based on alternative investments such as peer-to-
peer loans). There is also the Help-to-Buy ISA, a special 
kind of cash ISA with contributions from the government, 
designed to help first-time homebuyers.

Your ISA allowance
You can put money into one cash ISA and one stocks and 
shares ISA each tax year. The most you can save into your  
ISAs in 2015-16 is £15,240 in total. For example, you may pay 
£8,000 into a cash ISA and £7,240 into a stocks & shares ISA. 
Please note that this is the limit you can pay in during that time 
– not the total amount held in the accounts, which may well be 
more. The ISA allowance generally rises a little each year.

You can also inherit an additional allowance if your spouse or 
civil partner dies leaving an ISA. The original ISA is closed, but 
you can then open a new ISA up to the value of the money held 
in it, and still enjoy the tax benefits. 

Find out more about protecting your 
savings and investments from tax.
When you save or invest money for the future, a 
significant amount of the growth can be lost to tax. 
However, you can eliminate or greatly reduce this loss 
by sheltering your money in an ISA. This guide will tell 
you about the different kinds of ISAs and the additional 
benefits that some of them offer.

ISAs for 

Good to know: From April 2016 basic-rate taxpayers 
will no longer be taxed on ordinary savings interest, up 
to the first £1,000 of interest. The allowance is £500 for 
higher-rate taxpayers (additional-rate taxpayers will still 
pay tax on interest). However it may still be worth holding 
on to your cash ISA, especially if interest rates rise.

Those 18 and under can hold Junior ISAs. If they are under 16, 
it will need to be opened by a parent or guardian. The junior ISA 
allowance is £4,080 for the 2015-2016 tax year.

Special limits apply to the Help-to-Buy ISA – see page 2.

Cash ISA
The interest on cash ISAs is completely free of tax. When 
choosing a cash ISA, shop around for the deal that suits you 
best. Some ISAs offer better interest rates in return for certain 
conditions, such as minimum deposits or leaving your money 
untouched for one or more years. Generally, the longer you lock 
your money away, the higher interest rate you’ll be offered. Do 
make sure however that you can afford to meet the conditions.

Main advantage: Low risk and simple.

Main disadvantage: Your savings won’t grow very much 
when interest rates are low.
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Stocks & Shares ISA
Bonds and equities are higher-risk than cash, but can deliver 
greater returns over time. If you want to invest in such assets, 
then consider a stocks & shares ISA. You will not pay any tax on 
any capital gains or income arising on your ISA investments.

Shopping around for a stocks & shares ISA is a more complex 
process, as first you have to choose the provider (platform) and 
then you have to choose which funds to invest in. A financial 
adviser can be a great help here. You should also compare the 
administrative charges of different providers.

Remember that your investments can go down as well as up. 
To smooth out the bumps, it can help to invest your money 
regularly over time, rather than in a single lump sum at the 
beginning.

Main advantage: It’s possible achieve higher growth than 
with a cash ISA.

Main disadvantage: Your investments may fluctuate, making 
this less suitable for short-term saving.

Innovative Finance ISA
Available from April 2016, innovative finance ISAs will work in 
a similar way to stocks & shares ISAs. However, rather than 
investing in funds of equities and bonds, these will be based on 
relatively new forms of investment such as peer-to-peer loans. 
Many different types of innovative finance ISA will be available, 
so consulting a financial adviser about your options will be 
especially important.

Your investment can go down as well as up, and the government 
does not guarantee your savings if your provider becomes 
insolvent, as it does with cash ISAs.

Main advantage: It’s possible achieve higher growth than 
with a cash ISA.

Main disadvantage: The risks are higher than with cash 
savings, and with newer forms of investment it is harder to 
predict what could happen.

Help-to-Buy ISA
The Help-to-Buy ISA is exclusively for people saving up for a 
deposit on their first home. It is a cash savings account, but 
works in a very different way from a standard cash ISA. When 
the money is used as a deposit on a first home, the government 
adds 25 per cent up to a maximum of £3,000.

Savers must be aged 16 or over. You can open your ISA with a 
lump sum of up to £1,000 and then save up to £200 per month 
(so in the first month you can deposit £1,200 in total). You can 
miss monthly deposits but you can’t roll them over, so the most 
you can pay in is always £200. 

A couple buying a home together, each using a maximum 
Help-to-Buy ISA, would have their £24,000 of savings boosted 
to £30,000. If you choose not to buy a home you can of course 
keep your savings, but you won’t get the extra 25 per cent.

You cannot pay into a standard cash ISA in the same tax year 
that you pay into a Help-to-Buy ISA.

Main advantage: You receive up to £3,000 of free money.

Main disadvantage: It takes just over four and a half years to 
save the maximum £12,000.

Find out more about ISAs and how to use them by talking to an 
independent financial adviser from unbiased.co.uk. The best way to start 
is by looking out for one these badges from an adviser who can offer you 
a FREE financial health check or investments check. They can 
then help you find the best deals from the whole of the market.

FREE
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healthcheck


