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When it comes to making the most of your tax allowances as we 
approach the end of the current tax year, a financial gift could be just 
what you’re looking for. A financial present is a great way of preparing 
your child or grandchild for their financial futures.

Junior ISA
If you’re looking to put some cash aside for your children, Junior ISAs 
(JISAs) are a great way of doing so. These accounts are available to anyone 
under 18. Like the adult accounts, everything earned in a JISA is tax-free. 
This means there won’t be any tax on the interest and you won’t be liable 
for any tax on capital gains or dividends if you choose to invest.

When you put money in a JISA it’s locked away until the child reaches 
18, when it then becomes theirs. JISAs can be opened by parents with 
children aged under 16 or by children themselves when they are aged 
16 and 17. In the current 2021/22 tax year you can save or invest up to 
£9,000 in a JISA. You can save for your child in a Cash JISA, a Stocks 
and Shares JISA, or a combination of the two.

Children’s pension
Contributions into a child’s pension fund are a great way to build a 
nest egg for your children or grandchildren. Before your children enter 
the workforce, putting aside some money for them now could really 
help them out later on.

Children’s pensions are similar to adult pensions in many ways (like 
investing in shares and attracting tax relief from the government). 
They are managed on behalf of a child by a parent or legal guardian 
until the child turns 18.

A child’s pension can be set up by a parent or guardian, but anyone 
can contribute. You can pay up to £2,880 in the 2021/2022 tax year 
into a pension on behalf of a child and the government automatically 
tops this up with 20% tax relief on the total amount contributed, 
taking the figure up to £3,600. When the child reaches 18, the control 
of their pension passes to them but the funds must remain in it until 
the holder reaches 55.

Make a cash gift
Making a cash gift can be a great way to help a loved one (and help 
with your estate planning). Everyone has an annual gifting limit of 
£3,000 that is exempt from inheritance tax (IHT). This is known as your 
annual exemption. If you fail to use it one year, you can carry it over 
to the next tax year (so if you didn’t use the gift last year you could 
give away £6,000). 

You can also give smaller gifts worth up to £250 to as many people as 
you like. Most gifts made seven years before your death are also tax-
free. While you can give as much as you like, if the gift is worth more 
than £3,000 you may have to pay IHT. 

Cash JISA
A Cash JISA is simply a tax-free savings account and you get a defined 
amount of interest. On the downside, your money won’t grow as 
quickly as inflation.

Stocks and Shares JISA
With a Stocks and Shares JISA, the return you get will depend on how well the 
stocks and shares you have invested in perform.

We look at ways to make the most of your money in the run up to the end of the tax year, 
some of which could also give your children or grandchildren a financial headstart. 
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I N V E S T I N G

Where to invest to beat inflation
Inflation around the world has been riding high this year as economies 
have reopened following the pandemic-induced lockdowns. There are 
various reasons, including the release of pent-up demand as well as 
supply bottlenecks and shortages as global patterns of trade reassert 
themselves. Higher energy prices and a tightening labour market 
have also added to inflationary pressures. Central banks believe it’s a 
temporary phenomenon and that things will soon settle back down. 
However, prices could continue to rise at a faster pace than we’ve 
been used to over the past couple of decades.

Inflation is bad news for savers because it eats away at the spending 
power of your money. With interest rates so low at the moment, any 
money in a cash savings account is actually falling in real terms. An 
inflationary environment can also be challenging for investors. Yet a 
diversified portfolio that provides exposure to a broad range of assets, 

regions is usually the best way to protect the value of your money 
and provide opportunities for both income and growth. Professional 
investors have the skills and experience to identify companies best 
placed to maintain their profits as well as other assets that tend to 
perform well when inflation is elevated.

M O R T G A G E S

Equity release surges in popularity
A surge in homeowners looking to free up cash from their properties 
propelled the figure for equity release to £1.05bn in the three months 
to the end of September, driven by high house prices, gifts to family 
members and uncertainty caused by the coronavirus pandemic. The 
value of equity released jumped by nearly one-fifth from £884m in 
the third quarter of 2020. While the number of loans taken out was 
slightly down year on year, the average amount of housing wealth 
freed up was 23% higher, at £101,593 per borrower.

More than two-fifths (42%) of the cash given to family and friends 
was used for house deposits. For homeowners over the age of 55, 

family members. Those who use equity release at a younger age risk 
accumulating a much higher interest bill when the moment comes to 

can before taking out a loan. Equity release is not for everyone and it’s 
important to seek professional advice before making any decisions.

T A X

HMRC drives to digitise
Making tax digital (MTD) for VAT went ahead for businesses with 
a turnover of £85,000 or more in April 2019 and will apply to all 
remaining registered businesses from April 2022. They will no longer 
be able to type the figures for their VAT returns directly onto the 
template within their HM Revenue & Customs (HMRC) online filing 
account. Instead, they will only be able to submit the figures from 
accounting software or specially enabled spreadsheets. Along 
with businesses, this applies to overseas businesses, charities, local 
authorities, academy schools and government departments.

Exemptions for the MTD technology will be made for businesses that 
are not able to use the technology or have moral or religious grounds 
for not using it, as well as the elderly or infirm or those that cannot 
access digital technology. In addition to filing the VAT return figures, 
there are now extra record keeping requirements (like a new digital 
VAT account) and data transferred between sources will need to be 
done with digital links (from accounting software to spreadsheet and 
vice versa or from third-party sources). 

In this edition we explore the rising popularity of equity release, ways to beat inflation, 
when interest rates could rise, what your rights are when it comes to bank fraud, and more.
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Wedding gifts
Another way you can support your children or grandchildren is 
by offering to pay for their wedding. Gifts for a wedding or a civil 
partnership are exempt from IHT and are separate from the annual 
£3,000 gift allowance.

A parent can give up to £5,000 to a child for their wedding tax-free. 
Grandparents or great grandparents can each give up to £2,500, while 
other relatives and friends can give up to £1,000. But remember, if the 
gift is to be effective for IHT purposes, it has to be made before, not 
after, the wedding – and the wedding has to happen.

Think about capital gains tax
It’s worth remembering that any gift you give, even to family members, 
could be subject to capital gains tax (CGT). CGT is the tax you pay on 
any profit or gain you make when you dispose of an asset, such as a 
second home or shares.

So in theory, if you gift an asset and it has risen in value compared to 
what you have paid for it, you could be liable to CGT. For the 2021/2022 
tax year the CGT allowance is £12,300. This is the amount of profit you 
can make before CGT is applied.

Estate and tax planning can be complex, so if you decide to gift a 
valuable asset, make sure you speak to your financial adviser first who 
can help you avoid any mistakes.

Did you know?
A Junior ISA or a Junior pension can help get your children or 
grandchildren off to a great start as even small contributions 
can grow to make a big difference to the amount of money they 
have when they’re older. This is because of compounding – the 
snowball effect where you receive returns on your savings and 
investments over many years.
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