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Tax can have a significant impact on your investments. Investing 
in the same fund at the same time, but through different ‘tax 
wrappers’ (the specific type of investment, eg. ISA, pensions, 
etc), could deliver totally different net returns.

•	Direct ownership would expose you to full Income Tax on the 
interest paid and Capital Gains Tax on any profits, but only once 
you have exhausted your annual capital gains exemption for the 
year (£11,300 of gains in 2017/181).

 
•	Ownership via a New ISA (NISA) would be free of UK Income 

Tax and Capital Gains Tax. However, the maximum NISA 
investment in 2017/18 is £20,0001.

•	Ownership via a registered pension plan would also mean no 
UK tax while you held the investment. You would also normally 
benefit from Income Tax relief on your initial investment, but you 
would usually pay full Income Tax on 75% of any amount you 
withdraw, with the balance tax-free1.

1 www.gov.uk/capital-gains-tax/allowances correct as at 6 April 2017

4. Tax considerations

HM Revenue and Customs  
practice and the law relating  
to taxation are complex
and subject to individual 
circumstances and changes,  
which cannot be foreseen.
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•	Ownership via a UK investment bond would see your 
investment subject to special life company tax rules – broadly 
taxing the total return at 20%. You would also face an extra tax 
charge if you are a higher or additional rate taxpayer when you 
realise your investment1.

•	Ownership via an offshore investment bond would usually 
mean no UK tax until you realise your investment, at which point 
you would pay full Income Tax on all of your gains2. 

2 HMRC. Tax information correct as at 15 April 2016.

4. Tax considerations

HM Revenue and Customs  
practice and the law relating  
to taxation are complex
and subject to individual 
circumstances and changes,  
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Selecting a tax wrapper
As part of the investment strategy design process, we will 
consider and recommend appropriate tax wrappers for your 
investment. 

This will again involve careful consideration of your investment 
goals, the income and capital returns from the fund, your 
current and future tax position and things like NISA and pension 
contribution limits. 

The wrapper selection will frequently be an ongoing exercise  
as HM Revenue & Customs tax rates, and your own tax 
circumstances, are likely to change over time.

4. Tax considerations
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Despite our best intentions, personal circumstances can change 
over time – especially over the course of a long-term investment 
strategy. 

And, even if your circumstances and investment goals remain 
unchanged, other changes beyond your control may impact  
your investment strategy. For example:

•	The economic environment can change
•	A portfolio can become unbalanced if one part performs  

better – or worse – than expected
•	Tax rules will inevitably change, meaning your personal  

tax position could also alter

All of these possibilities – and others – could prompt a tactical  
or strategic change in your portfolio. 

Regular reviews have a vital role in keeping your investment on 
track – a point which can be easily overlooked by ‘do-it-yourself’ 
investors. If you want us to, we can provide you with an ongoing 
service to help you meet your goals in the years ahead.  
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