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We all have excuses about why we’re not better 
with money. It’s boring. We don’t have enough of 
it. We’ll do it tomorrow. After we go on the raw 
food diet and practice mindfulness. Cough.

But here’s a FACT. Since the stock market began, 
if you take any 10 year period, shares have done 
better than cash 9 times out of 10. Those are not 
bad odds for long-term investors. 

So give us the benefit of the doubt. Take 5 minutes 
to read this. Have a think. Because investing 
MIGHT be for you and you DON’T need to have 
a degree in Maths or to be a plus-four wearing 
chinless wonder to do it.

Guide to Stocks & Shares ISAs

Let’s just get the excuses over and 
done with:

• I don’t understand it

• I was never any good
at maths

•  Why on earth would
I take the risk?

• I’m not rich enough!

• Masterchef is on telly

• Its soooooo boring

• My other half does it

• I haven’t got time

keep up to £20,000 a year safe 
from the taxman

The basics

An Individual Savings Account is just a savings account.  
We think if it like a savings drawer where you store your 
money – and the taxman can’t get his hands on it. It’s like 
putting your money into tax quarantine.

There now 5 types of ISA. You have to pick which one is 
right for you. For today let’s talk about the cash and the 
stocks & shares varieties. If you are thinking about saving 
for kids, check out Junior ISAs. First time home buyers 
should read up on Lifetime ISAs and Help to Buy ISAs. 

Every tax year you get an ISA allowance, which sets the 
maximum you can save within an ISA. This year it is £20,000 
per adult. If you want to you can split this up between cash 
and stocks & shares – in other words one of each “flavour” 
and share the love around.

You have to use your allowance by the end of the tax year 
and cannot roll over any unused allowance. Use it or lose it. 

If you want to get access to your money at any stage you 
can. It might take up to a week for your ISA company to sell 
up your investments and send you the cash. 
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Cash... or Stocks and Shares?

The latest figures from the Government show that we 
collectively put £80 billion into ISAs in the last tax 
year. Around three quarters of these contributions 
were into cash ISAs.
So which one is right for you?

The biggest two factors in this decision are:

- How soon will you need to get your hands on this money?

-  Does the stock market make you worry to the extent you
wouldn’t sleep at night if your savings were bouncing up
and down on the bumpy ride that is the stock market?

Here’s a rule of thumb. If your timeframe is five years or 
less then it’s likely that a cash ISA will be better for you. 
Here’s why. The stock market jumps up and down. You’ve 
all seen those bumpy graphs on the news.

But let’s think about this as if it were the housing market. 
Imagine you hear on the news that the property market 
is down 3% in your area. Do you freak out and run for 
the hills and stockpile baked beans? No – only if you are 
planning to sell that year. If you’re planning to buy a house, 
it’s good news. Shares are the same. Unless you need to sell 
at that point in time, you can ride out the bad times. 

You lose money if you have to sell when things are on a 
downwards turn. If you can stick ear plugs in and wait for 
things to bounce up again, you will be fine.

So this is why time matters. If you need to get your cash 
next year, you’ve stuck your money in the stock market for 
12 months and Trump does something daft and markets 
are miserable – well, you’re stuffed and your back’s against 
the wall. But if you can park your money for 5 years or 
more, it’s much less likely you will have to sell when things 
are rubbish.

A well-respected survey, the Barclays Equity and Gilt Survey 
in 2014 found that, over 10 years, stocks and shares were 
90% more likely to do better than cash.

The other thing is the worry factor

No-one can look you in the eye and guarantee that you 
will make money in the stock market. However if you are 
looking at more than a 5 year timeframe, the odds do 
favour the stock market.

Cash ISAs will protect your lump sum, but your money is 
likely to grow at a much slower pace, leaving you exposed 
to the risk of inflation. The Barclays Equity Gilt Study of 
March 2014 said that “Over the last 10 years, cash has 
delivered the worst returns since the 1970s”. Gulp. 

The cost of living is also going up at a greater rate than 
interest rates. So money in a bank account is effectively 
going backwards – its purchasing clout gets lower every 
year. So it’s safe yes – but not a great way to save for your 
future or to make your money work hard. 

Just how risky is the stock market 

Here’s what Alex, 39, had to say on the 
matter. After 2 years of self-described 
“dithering” she took out a stocks & shares 
Junior ISA for her children aged 3, 7 and 9.

“Totally take your point on being sure about the risk 
involved. But as I am investing for the long-term a 
degree of risk is not so bad. However when you are 
faced with all the multitude of platforms, funds and 
portfolios it might as well be quantum physics and that 
is the terrifying part. The responsibility of investing for 
your child’s future into something you have no idea 
about. But I have relaxed into it now and if the funds 
don’t make a decent return then “c’est la vie!”. I can no 
longer sit on the fence.”
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Stocks and Shares ISAs   

These are tax efficient accounts for investing in stocks 
and shares. They aren’t totally tax-free – there’s a few 
tiny fiddly bits – but they’re not far off!

Cash ISAs

OK. Cash ISAs are simply savings accounts where you 
don’t pay tax on the interest your cash makes. But are 
they still as interesting as they were a few years ago? 

As an Osborne legacy, basic rate taxpayers now get the 
first £1,000 of interest in any standard savings account 
tax-free. £500 if you’re a higher rate taxpayer. With 
interest rates as low as they are, that means you could 
have about £80,000 in savings account and not pay tax. 
So why on earth would you bother with a cash ISA?

Here’s the thing. Cash ISAs are for life, not just for 
Christmas. You keep on chipping in and the balance 
(hopefully) grows. And that balance is kept in a tax-free 
environment. If interest rates change or your stash gets 
pretty big or if you move up the pay scale and become 
a higher rate taxpayer, you will never have to pay tax. 
So it’s one less thing to worry about.

Which Cash ISAs do we like?

Post Office and Virgin Money are best if you are 
happy to lock your cash away for one year. They are 
paying 1.45% and 1.41% respectively but do check the 
terms and conditions. No such thing as a free lunch 
and all that.

Hinckley & Rugby offers the best variable flexible 
cash ISA currently paying 1.20% (as of January 2018) 
but you have to give 120-days notice for withdrawal 
of your cash or you loose the interest.

-  You don’t pay capital gains tax on profits from
increases in share prices when shares are sold.
Good. Outside an ISA you’d pay 10% (basic rate
taxpayer) or 20% (higher rate taxpayer) once you go
over your capital gains tax allowance for the year.

- There is no tax on interest earned on bonds. Nice.
This would be treated like cash interest outside of an
ISA.

- There is no tax on dividends within an ISA. Outside
an ISA there is a dividend allowance of £5,000, but this
will drop to £2,000 in 2018. Beyond that, dividends are
taxed at 7.5% (basic rate taxpayer) and 32.5%
(higher rate taxpayer).
For most of us, these are the most sensible way to save
and invest in the stock market.

Which Stocks and Shares ISAs 
do we like?

Go to Boring Money’s Best Buys section for our current 
top picks and to see which ISAs other customers rate. 

www.boringmoney.co.uk/best-buys/stocks-shares-isas
www.boringmoney.co.uk
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How do I get started?

Do not freak out and walk off if you haven’t the foggiest about where to 
start!

In the same way that you wouldn’t stick your hand down the U-bend 
when your toilet is blocked, you can call the equivalent of an 
investment plumber. Meet Horatio. He’s what we call a fund manager.
(Although he probably hasn’t stuck a hand down a toilet in his life 
either! So let’s move quickly on.)

A fund is like a ready-meal. Someone else picks about 50-80 shares,  or 
investments, and blends them together for you. Quick and easy. They 
will usually charge you about 0.75% a year to do this – that’s £7.50 for 
every £1,000 you save into this fund. 

Our website page on funds will guide you to some decent options.

Can I switch provider once I’m setup?

Some final thoughts 
from Boring Money’s 
CEO, Holly 

“I’ve been working in the investment 
markets since 1999 so I’ve seen boom and 
bust. I don’t get worried by short-term 
bumpiness anymore and have learnt that 
picking sensible, mainstream, big brand 
options and resisting the urge to fiddle is 
critical.

“I try to keep between 3- 6 months’ salary 
in easy access cash for those unforeseen 
emergencies. The roof leaking. Unplanned 
stuff for the kids. The gear box packing up. 
The fun stuff! Not.

“I bought a house recently and so kept 
some money in cash for that – I used 
NS&I. Safe and paid OK rates. Didn’t want 
to stick that in the stock market in case 
things went South and I needed to sell out 
at a bad time.

“I have Junior ISAs for my kids who are 7 
and 9. They can’t access this till they’re 18 
so that’s in the stock market. I can ride out 
the ups and downs. I just chip a little into 
these every few months and try and 
suggest them to family at Christmas time, 
to avoid a soft toy invasion!

“And anything else which is saving up for 
the longer-term (I have a self-invested 
personal pension – a SIPP - and a Stocks & 
Shares ISA) is in the stock market.”

Yes. Things change and – especially with a cash ISA rates change.

However, do take care. If you withdraw the money, it’s game over. 
You won’t be able to put it back in. Instead you have to get the ISA 
guys to transfer the funds over or it’s seen as a withdrawal, and you 
can’t  stick it back in the tax-free pot.

The good news is usually that your new chosen ISA will be salivating 
at the chops to get your business and so they will usually manage 
the transfer process and follow-up for you, once they’ve received 
your initial instructions.

Here are the web links in full:

www.boringmoney.co.uk/best-buys/stocks-shares-isasStocks and Shares ISA Best Buys 

Savings Champion Best Buy table www.savingschampion.co.uk/best-buys
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