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The Basics

Child Trust Funds have bitten the dust and 
Junior ISAs (JISAs) are the new kid on the block. 
They are tax-free savings accounts for children 
which you can fill with either cash  
or investments. 

All children resident in the UK are eligible for 
a JISA. Anyone – parents, grannies, generous 
godparents – can contribute up to the annual 
limit which is currently £4,260 a child every year. 
It automatically converts to an adult ISA at  
age 18.

The latest data from the Government shows  
that in 2017 we paid £858 million into 794,000 
JISAs and 60% of this money went into the cash 
variety. 

Guide to Junior ISAs

Great tax-free savings accounts for children 

Good idea for 
birthdays or christmas

Cash or shares – which sort 
should I pick? 

Junior ISAs are just as flexible as a normal ISA. Investors 
can invest in range of underlying investments, including 
cash, the stock market and government bonds. The 
temptation – because it is for your children and we spend 
our lives trying to keep them away from risk – is to play it 
safe and to keep it all in cash.

However, if your kids are 13 or under, which by definition 
means that you are saving for at least 5 more years, you 
can afford to take a little more risk with children’s savings 
because you have time to ride out the highs and lows of 
markets. Our children’s JISAs are in fairly spicy things like 
emerging market shares – pretty hard core stuff but we 
have a very long time frame to play with.

Over an 18 year time period, shares are 99% more likely to 
do better than cash. Over 10 years? 75%. OK that’s based 
on rear-view mirror stuff and not a crystal ball. But ask 
yourself if your nervousness about markets is preventing 
your money from working as hard as it should be? 

As always, no-one can guarantee that stock markets won't 
fall. We just have to work on the balance of probability. 
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What are the benefits?

They have all the benefits of a normal ISA in that any growth or 
income in the underlying investments is basically tax-free. With normal 
investments outside the protective ISA box, any income of over £100 a 
year from money you give to the kids is taxed at the parents’ marginal 
rate (to stop parents dodging tax by giving money to their children). 
This doesn’t happen with ISAs so you can build up savings without 
incurring a tax bill.

So – if you give your children money and it makes more than £100 a 
year before tax in interest (or £200 if both parents give money), ALL of 
this income will be taxed as if it were your own.

That’s if it comes from you. If your kids are budding entrepreneurs and 
have a business selling drawings/conkers/photos/cakes, then they can 
earn up to £11,850 a year before paying tax. Just remind them who 
gave them those creative genes when it’s Christmas time!

Who are Junior ISAs a good idea for? 

JISAs can be a great way to give the rugrats a dollop of cash for a house 
deposit, a car, to fund their education etc. However, you need to be 
aware that you can’t control what they do with it. All the money you 
put in is locked away until your child’s 18th birthday. At that point, it 
becomes their money and they are free to do whatever they like with it. 
If you’ve got a responsible one, you might be lucky and they’ll use it for 
their university fees; if you haven’t, maybe don’t tell them it’s there (did 
we just say that?). On their 18th birthday, the Junior ISA will roll over 
into a normal adult ISA.

Hargreaves Lansdown is the biggest provider of stocks & shares JISAs. 
Their data suggests our kids are pretty sensible – 97% of their JISAs 
transfer to adult ISAs and see no withdrawals in the first 12 months. 
And almost a third pay in more.  When did kids get so sensible!?

Where can you 
get one? 

If you want a cash JISA do shop 
around online for the best rates. 
JISA rates are typically better than 
your average savings account 
rates. 

The Coventry is currently 
offering 3.5%, while  Nationwide 
and Tesco are offering 3.25% 
and 3.15%, but rates change so 
do check these out online. 

If you are interested in a stocks 
and shares JISA then look at our 
Best Buys table to see who we 
rate and why. 

Rates are correct as of April 2018.

www.hl.co.uk/investment-services/junior-isa
www.boringmoney.co.uk/best-buys/junior-isas/
www.boringmoney.co.uk
https://www.boringmoney.co.uk/best-buys/
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Boring Money tips 

•  Can you ask your parents to pay in at Christmas instead
of buying presents!?

•  Use this as a way to get the kids interested in saving
– it’s a good way to show them the impact of having
money invested in the stock market.

•  If you can’t decide what to do, look at the ‘ready made’
portfolios on some platforms or check out ‘multi-asset
funds’.

• ‘Compounding’ means that saving little and often can
make the end sum bigger than if you dollop it all in on a
yearly basis. If you save £25 a month for 18 years and
markets return an average of 4%, for example, you’ll
end up with a lump sum of about £8,000.

Here are the web links in full:

Hargreaves Lansdown

The Coventry 

Nationwide 

Stocks and Shares JISA Best Buys 

could you move an old 
Child trust fund over?

www.hl.co.uk/investment-services/junior-isa

 www.coventrybuildingsociety.co.uk/consumer/product/savings/children/
junior-cash-isa.html 

www.nationwide.co.uk/products/savings/junior-isa/features-and-benefits

www.boringmoney.co.uk/best-buys/
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