
Understanding ISAs

In the 2024/25 tax year the 
allowance is £20,000.

What is an ISA?

An ISA is an Individual Savings Account which allows you to reap the benefits of your 
savings and investments free of tax. All ISAs allow you to save and invest without 
paying UK income or capital gains tax, therefore if you have a sizeable savings pot, 
ISAs could potentially save you quite a lot in tax.

How much can I save in an ISA?

Each tax year (6 April to 5 April), you get an ISA allowance which sets the maximum 
you can save within an ISA account. You have until one minute to midnight on 5 April 
each year to add money to your ISA, as you are not allowed to carry over the allowance 
to the next tax year.

In the 2024/25 tax year the allowance is £20,000 per year. 

You can divide your allowance between different types of ISAs, but the total you save 
must not be more than £20,000.

The ISA allowance is only for the money that you put into ISAs each year. It doesn’t 
include the total amount that’s in your ISA from previous tax years, or the money you 
earn from investments in your ISA.

Any savings or investments which stay within the tax-free ISA wrapper will continue 
to earn interest (or see investment growth/loss) and reap the tax benefits until you 
withdraw the money.

Are there different types of ISA?

There are five different types of ISA: 

• Cash

• Stocks and Shares

• Lifetime

• Innovative Finance

• Junior
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Subscription 
allowance £

Minimum 
age

Maximum age Withdrawal 
charge

Government 
bonus

Can you hold more 
than one?

Cash ISA 20,000 18 None None None Can take out a new ISA 
with a different provider 

for each tax year

Stocks 
and 
Shares 
ISA

20,000 18 None None None Can take out a new ISA 
with a different provider 

for each tax year

Lifetime 
ISA

4,000 18 Day before 40th birthday 
to open a plan. Day 

before 50th birthday to 
accept subscriptions

25% of fund 
value 

25% of current 
payment limit as 

subscriptions 
received

(maximum 
£32,000)

Can take out a new ISA 
with a different provider 

for each tax year

Innovative 
Finance 
ISA

20,000 18 None None None Can take out a new ISA 
with a different provider 

for each tax year

Junior ISA 9,000 None 17 None None Cannot open a new 
Junior ISA with a new 

provider even if different 
tax year, but can have 
a cash ISA and open a 
Junior ISA if cash ISA 
was set up before 6 

April 2024

You can choose whether you want to invest the whole allowance in to one type of ISA, 
or whether you want to split it between different types. However, even if you choose to 
split it, you can't invest more than a total of £20,000 across the different types. And if you 
have a Lifetime ISA you can only invest a maximum of £4,000 in any one tax year, leaving 
you a £16,000 allowance for other ISA types. 

Cash ISAs

Similar to a regular savings account, but you don’t pay tax on any interest earned. Cash 
ISAs may be: easy-access where you can access your cash whenever you need without 
penalty; notice Cash ISAs where you need to give a certain number of days' notice to 
withdraw your cash, or fixed rate Cash ISAs which tend to offer higher rates than easy-
access or notice ISAs, though usually carry an interest penalty if you access your cash 
before the fixed term expires.

Stocks and Shares ISAs

These allow you to invest your money in funds (shares or bonds from various companies 
pooled into one investment), and other types of investments, such as bonds (basically a 
loan to a company or a government), and shares in individual companies.

One of the main benefits of a Stocks and Shares ISA is that you don’t pay tax on any 
gains from your investments. But there are usually some fees you need to pay with this 
type of ISA. 

It is also important to remember that investing involves various levels of risk and the value 
of your investments can go down as well as up depending on how well your funds, bonds 
and shares perform. Taking a long-term approach to investing means allowing your 
investment to access better growth over time. Investing is different from saving because 
it involves a greater level of risk. There is no guarantee that you’ll get your money back. 
You can find out more about the difference between saving and investing by watching 
our Bite-sized explainer: Saving & investing.

https://wealthandasset.handelsbanken.co.uk/learning-zone/


Lifetime ISAs 

Lifetime ISAs were launched in 2017 to help people save for their first home, or for 
retirement.

The government pays in an extra £1 for every £4 you save. You can save up to £4,000 a 
year into a Lifetime ISA, which becomes £5,000 when the government’s contribution is 
included. To open a Lifetime ISA, you must be under 40, but you can make contributions 
up to your 50th birthday.

You can open a Cash Lifetime ISA or a Stock and Shares Lifetime ISA. You may have 
both types, although you can only open one Lifetime ISA in each tax year, and you can 
only pay into one each tax year.

You can only withdraw cash from Lifetime ISAs if you're buying your first home or you're 
60 or over. You will face a penalty of 25% if you withdraw at any other time (effectively 
removing the government’s contribution).

If you've saved the maximum £4,000 in a Lifetime ISA in any tax year and you've spare 
cash left over to save, you can also hold one or more of the other types of ISA in this 
guide – though remember that your allowance for those will be a maximum of £16,000 in 
the same tax year.

Innovative Finance ISAs

An Innovative Finance ISA allows you to use the ISA allowance to lend funds directly to 
other investors.

How this works is the company offering the ISA uses your money to lend to borrowers or 
businesses (this is often known as peer-to-peer lending). You receive a proportion of the 
interest rate charged to the borrower for their loan. 

While interest rates tend to be generous with Innovative Finance ISAs, as with any form 
of investing, your capital is at risk and you could lose money, if the people you've lent to 
can't repay. Risks are somewhat reduced by spreading your cash across multiple loans, 
or with provider-backed safeguard funds, but if a lot of the borrowers defaulted, it's likely 
your savings could take a significant hit. It can also take a while to get your money back if 
you want to withdraw your cash from an Innovative Finance ISA.

Junior ISA (JISA)

This is a long-term savings account set up by a parent or guardian, specifically for their 
child. Only the child can access the money, and only once they turn 18. The child can 
have a cash JISA and a stocks and shares JISA, but only one of each type. 

Up to £9,000 a year can be saved in a JISA. This is less than a half of the adult ISA 
allowance, but it is a separate allowance – so you could save £20,000 in your ISA, and 
£9,000 into your child's JISA in the same tax year.

You can divide the annual JISA allowance between a cash JISA and a stocks and shares 
JISA. The account is held in the child's name but is opened and managed by the parent 
or guardian. The child can take control of the ISA at 16, but cannot withdraw the cash 
until 18.

Prior to the Budget announcement in March 2024, an unusual quirk of the system meant 
that a child of 16 or 17, could have two ISA allowances – the JISA allowance of £9,000 
plus the adult cash ISA allowance of £20,000. However, the 2024 Budget altered this 
dynamic by aligning cash ISAs with other ISAs, requiring individuals to be now be 18 
to open a cash ISA. However, you can still contribute to a cash ISA if you are 16 or 17 
providing that this was set up before 6 April 2024.

Can I have more than one ISA?

Yes, you can have more than one, but you can only open one of each ISA type in the 
same tax year. For example, you could open a Cash ISA and a Stocks and Shares ISA. 

But be aware, you can’t spread your allowance across two or more of the same type of 
ISA in the same tax year.  

So for example, if you have two Stocks and Shares ISAs you can only select one to add 
your money to in a single tax year. But if you have a Cash ISA and a Stocks and Shares 
ISA you are allowed to divide your annual allowance between the two if you wish. 
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Important Information 

Handelsbanken Wealth & Asset Management Limited is authorised and regulated by the Financial Conduct Authority (FCA) in the conduct of 
investment and protection business, and is a wholly-owned subsidiary of Handelsbanken plc. This document has been prepared by Handelsbanken 
Wealth & Asset Management Limited for clients/potential clients who may have an interest in its tax services. These tax services are not regulated by 
the FCA. The provision of this information does not constitute tax, pensions or investment advice. 

When advice on pensions or other products outside an investment management relationship is required, we will recommend products chosen from a 
limited selection of providers that have been appointed on the basis of its judgement in their quality of service, investor protection, financial strength 
and, if relevant, their financial performance. As a result, any advice given by us in respect of retail investment products will be restricted as defined 
under the FCA rules. Although every effort has been made to ensure accuracy, the information provided is based upon our understanding of current tax 
law and the prevailing practice of HM Revenue & Customs; tax rates and legislation are subject to change. We cannot guarantee to inform you of any 
such changes and we accept no responsibility for any inaccuracies or errors. Your personal circumstances may affect the outcome of any measures 
you choose to implement and we recommend you take independent professional advice. We cannot accept responsibility for the consequence of any 
action taken or failure to take action by a reader on the basis of the information provided. Tax figures and legislation are correct as at April 2024 but are 
subject to change.

Registered Head Office: No.1 Kingsway, London, WC2B 6AN. Registered in England No: 4132340.
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To find out more about our 
services, contact us at enquiries.
hwam@handelsbanken.co.uk 
or visit www.wealthandasset.
handelsbanken.co.uk

Contact

The value of investments and any income from them can fall and you may get back less than you invested.

Can I replace the money I have taken out of my ISA?

Except for the Lifetime ISA, you can take your money out of an ISA at any time, without 
penalty. If your ISA is described as ‘flexible’ by your ISA provider, then you can take out 
cash and put it back in during the same tax year without reducing your current year’s 
allowance. 

Not all providers, including ourselves, offer Flexible ISAs though. 

Example:

Can I transfer my ISA to a different provider

You can switch between providers of the same ISA type, but do be aware that there may 
be fees and interest penalties to pay to your current provider. 

The most important thing to remember is to never withdraw all your money yourself to 
make the transfer. Your savings could lose their tax-free status as a result.

Your new provider will provide you with a transfer form to complete and will manage the 
process for you, including contacting your current provider, and moving the money over 
for you.

You can also transfer over previous year's ISA savings too – this is especially useful if 
you've several different ISAs from previous tax years and you want to consolidate them 
into one account.

The most important thing to 
remember is to never withdraw 
all your money yourself to make 
the transfer.

Flexible ISA Non-flexible ISA

Invest £10,000 then 
withdraw £2,000 in 
the same tax year

You can replace the £2,000 
and invest the remaining 

£10,000 left of your 
allowance 

You cannot replace the £2,000 
but will still have £10,000 

remaining of your allowance left 
to invest
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