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The basics

Innovative Finance ISAs are tax-efficient accounts 
which let you invest in ‘peer to peer’ lending.  
Peer to peer loan companies bring together 
borrowers and lenders on a platform, providing 
an alternative to bank lending for companies 
or individuals. With an innovative finance ISA, 
investors are effectively lending to either people 
or companies in exchange for an income.  

This is still little bit of a left-field option. It is a 
new concept and Innovative Finance ISAs are 
still in their infancy. Nevertheless, peer to peer 
lending has proved very popular with borrowers 
and lenders alike, filling a void left by the banks’ 
increasingly strict lending criteria and “the 
computer says No.” 

Who are they?

Peer to peer (P2P) lenders include Lending 
Works and CrowdStacker. They bypass the 
banks – and enable individuals to lend directly 
to smaller businesses and other individuals. 
Investors receive a higher rate of interest – it 
can be up to 6-7% – in return for lending 
money, but do take the risk that they might 
not get it back if that new ice cream company 
or bike manufacturer goes belly up.

You can find a list of the groups that currently 
have innovative finance ISAs available on this 
webpage.

Guide to Innovative 
Finance ISAs

Innovative Finance ISAs offer a new option for for potentially higher rates... 
But with higher risk!

These are very new 
still - so it’s all  

a bit untested 

https://www.lendingworks.co.uk/
https://www.lendingworks.co.uk/
https://www.crowdstacker.com/open-an-account
https://www.innovativefinanceisa.org.uk/isa-providers/
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Boring Money tips 

Investors need to proceed with 
caution. Since 2009, Zopa’s 
defaults have been under 2% 
according to their website. That’s 
pretty good risk management 
and many also have a slush fund 
to protect investors in case of 
default. However, they are new 
and it might be worth seeing 
how they bed down. 

Part of the problem with 
Innovative Finance ISAs is that 
not many are available yet. 
Only a handful of providers 
are set up to offer them. These 
are the specialist peer to peer 
lenders, such as Lending Works or 
CrowdStacker rather than the 
mainstream investment platforms 
or the banks, so investors need 
to get comfortable with new 
providers and young brands.

These are pretty high risk so if 
you do have a look, be aware 
of what you’re getting in to and 
consider only allocating a portion 
of your savings here.

How much can you put in every year?

You can put in the full £20,000 (17/18 tax year) but that allowance is 

also shared between all the other ISA types, so if you've put £5,000 into 

a cash ISA this tax year you'd be limited to £15,000.

Where can you invest?

These are specifically designed to hold peer to peer loans to 
businesses and consumers and some other ‘new finance’ options. It is 
limited to lending money to these groups, rather than buying a chunk 
of the business, or taking an ‘equity stake’ as they do in Dragons’ Den.

Lending Works ISA has two ISA options – one paying 4.0% for up to 3 
years and another paying 5.5% for up to 5 years. These are all 
consumer loans. 

CrowdStacker advertises a target return of 5.43% or 7% a year. The 
loan type varies. Usually there is a premium for lending to businesses 
because it's riskier. 

Warning - these investments are not liquid. Because you are loaning 
money to companies, you won't be able to get it back straight away.

These rates are correct as of October 2017.

What are the benefits?

They have all the benefits of a normal ISA in that any growth or income 
in the underlying investments is tax-free. The income on peer to peer 
loans tends to be higher than that available on other investments 
though the risks are greater. They’ll suit those who accept they are 
doing something a bit new and risky.

There’s no such thing 
as a free lunch

https://www.lendingworks.co.uk/peer-to-peer-lending/innovative-finance-isa
https://www.crowdstacker.com/open-an-account
Richard Bradley
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Here are the web links in full:

 www.lendingworks.co.uk

 www.crowdstacker.com/open-an-account

 www.innovativefinanceisa.org.uk/isa-providers

www.lendingworks.co.uk/peer-to-peer-lending/innovative-finance-isa
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Lending Works 

CrowdStacker

Innovative Finance ISAs 
available

Lending Works ISA
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