
ISAs not only suit people who put away a small amount
regularly, they also offer experienced investors the opportunity
to minimise their tax bill.

for individual savings accounts (ISAs)

give your savings a head start – 
by letting them grow tax-free through 
an individual savings account (ISA)...
We’d all prefer not to pay tax if we

could, but it’s almost impossible to

get through a day without handing

over something to the taxman –

whether it’s tax paid on what we

buy, sell, earn or save. 

Which is why tax exempt savings

and investments are so welcome.

Individual Savings Accounts (ISAs)

were introduced in the spring of

1999 to replace Personal Equity

Plans (PEPs) and Tax Exempt

Special Savings Accounts (TESSAs)

as a new way for UK savers to

invest their money within a highly

tax-favoured environment.

An ISA is a highly attractive

benefit rather than a product in its

own right. It’s a tax-free wrapper

within which lies your investment.

If you invest in an investment

trust through an ISA, you can take

advantage of the prospect of

exciting returns from the

investment trust of your choice

plus take advantage of the tax

benefits offered by your ISA –

giving you the best of both worlds.

Better still, because your

investment grows tax-free, it can

grow faster. On the other hand,

however, you are also denied relief

for any realised losses in a PEP 

or ISA.

Furthermore, in the autumn 2000

budget statement, the

government advised that the ISA

limit was remaining at £7,000

until April 2006.

A further change has allowed

children aged 16 and above to take

advantage of their tax allowance

by investing up to £3,000 into a

Cash ISA.



why investment trusts?

Investment trusts are an ideal

way of investing for a number

of reasons.

1. An investment trust may 

hold shares in up to three

hundred or more different

companies at any one time –

which means you can enjoy

all the advantages of stock

market investment whilst

spreading the risk. 

This generally makes them less

risky than investing directly in

the shares of just one or two

companies quoted on the

London Stock Exchange.

2. Investment trusts, on

average, have delivered

excellent returns over the

longer term – which means

your money is working as

hard as possible.

3. Most investment trusts have

low charges.

4. They are highly affordable –

you can invest small lump

sums or even invest monthly.

ISA providers often make

additional charges and 

before making a decision 

you should investigate the 

total costs involved.

Finally, it’s worth remembering

that, over the short term, the

stock market can be a volatile

place. However, these ups and

downs tend to get smoothed

out over the longer term. This

is why investment trusts, being

long-term savings vehicles that

spread risk, are suitable for

investing in the stock market.

Investment trust ISAs are an effective way of dipping a toe in the stock market, whilst at the same

time gaining access to top investment expertise, and all within a tax-free scheme.

Past performance is not necessarily a guide to the future. Please note that investment trusts are intended as long-term investments. Because an
investment in an investment trust may go down in value as well as up, you may not get back the full amount invested. This type of investment is
not suitable for everyone and if you have any doubt whether it is suitable for you, you should obtain expert advice.

Levels and bases of, and reliefs from taxation, are subject to change. Any reliefs referred to are those currently applying. Value depends on individual
circumstances of investor. The tax credit rate is currently 10% and cannot be reclaimed in cash. From 2004, the tax credit will not be able to be
reclaimed in cash in an ISA or in a PEP.



types of ISAs available

what is on offer
through an ISA?

There are three ISA ‘components’:

• Cash

• Life insurance

• Stocks and shares

Investment trusts are 

part of the stocks and shares

component.

Each component has its own

subscription limit within an

overall annual limit.

what kinds of ISAs are available?

In each tax year, you can choose either:

Maxi ISA

• You may only have one Maxi ISA in each tax year

• Your Maxi ISA will be held with a single manager

• It may offer all three components, or just stocks and shares

• If you subscribe to a Maxi ISA, you cannot open any Mini ISA in the

same tax year

• It has a higher subscription limit for stocks and shares than a Mini

ISA (see below) if you choose not to invest in cash and/or insurance

Mini ISA

• You can have up to three Mini ISAs (up to one of each component;

cash, insurance, stocks and shares)

• You can have a different manager for each of the three components

• You can invest in one Mini ISA for each component, but you cannot

also open a Maxi ISA in the same tax year

• It has a lower subscription limit for the stocks and shares component

Component

Cash (if offered)

Insurance (if offered)

Stocks and shares

Maximum for year

Until end of
2005/2006 tax year

Maximum £3,000

Maximum £1,000

Balance up to £7,000 or
whole £7,000

£7,000

Choice of
manager

Must be a single
Maxi ISA manager

Please remember that if you

do invest in a Mini ISA, then

you will be unable to take

advantage of your full stocks

and shares tax-free allowance.

Component

Cash

Insurance

Stocks and shares

Maximum for year

Until end of
2005/2006 tax year

Maximum £3,000

Maximum £1,000

Maximum £3,000

£7,000

Choice of manager

One Mini ISA manager

One Mini ISA manager

One Mini ISA manager 



how to invest in an investment trust

what about PEPs?

If you have a lump sum to

invest, whether it’s a transfer

from your savings account or

some inheritance money,

investing in an investment 

trust ISA is simple. And for

those who prefer to save 

smaller amounts on a regular

basis, you can invest from as

little as £25 a month in one of

the many monthly saving

schemes on offer.

Investing on a regular basis

offers savers a number of extra

benefits. The most attractive

advantage is the fact that you

don’t have to worry about timing

your investment. ‘Pound cost

averaging’, achieved by

investing on a regular basis,

means that you end up paying the

average share price over the year

which balances out short term

fluctuations in the share price.

Flexibility and convenience are

other advantages of investment

trust ISAs. You can increase or

decrease your payments at any

time, or even stop investing and

start again at a later date. You

can also inject cash lump sums

from as little as £250. Often you

can choose to invest in more

than one investment trust at a

time through just one ISA.

Investment trust ISAs are 

also cost effective, because

investment managers collect

premiums from the regular

savers and invest the lot in one

go, meaning lower costs for you.

All investment trusts can be put

into an ISA via a stockbroker.

However, management groups’

ISA schemes can be cheaper,

while savings schemes can be

even cheaper still.

If you are a PEP investor you

can still hold your PEP(s) but

you cannot pay any more money

into an existing PEP. 

Your PEP investments can be

managed as before and any

income they generate can be

reinvested within the PEP. 

Investors will be able to switch

between different PEP funds and

even different providers, without

losing their tax breaks. Your PEP

will continue to form part of your

portfolio which is why it is

important that you don’t just

forget about it. Its performance

still matters as it can continue 

to contribute to your overall

financial planning for the future. 

Locking your PEP away without

monitoring its performance

means that you are not

maximising its growth potential.

If your fund is not performing

well, you can still take action –

you have the right to transfer

your fund to another PEP

provider at any time, and you

can also now transfer part of

your PEP to another provider.

Also PEPs can now be invested

in the same funds as ISAs so you

can review the balance of your

portfolio. All you have to do is 

to contact the company you wish

to move your PEP to and they

will send the necessary transfer

forms. You fill in the details, send

it back and they will do the rest

for you – it’s as simple as that.

Do remember, however, that 

it’s important to think carefully

before selling a PEP investment

or transfer your fund at the first

sign of trouble. Any investment

should be made for the longer

term and may be subject to short

term fluctuations in the market

place, which tend to smooth

themselves out over time.



What is a PEP or ISA transfer?

Put simply, a PEP or ISA

transfer is a method by which

you can transfer your existing

PEP or ISA to another PEP or

ISA provider.

Why transfer an existing PEP

or ISA?

There are many reasons why

you personally may wish to

transfer your existing PEP or

ISA to another provider. We

have identified four main

reasons why investors

commonly choose to transfer

their existing PEP or ISA, any

one or more of which could

apply to you:

Your investment needs 

have changed

The fund in which your PEP or

ISA money is currently invested

may no longer be appropriate

for your needs. Your existing

PEP or ISA provider may not

have a diverse fund range and

so might not be able to offer a

suitable investment. For

example, if your original

investment requirement was

capital growth, but you now

require income from your

investment, your existing PEP

or ISA manager may not have a

suitable fund.

Poor performance

If your existing PEP or ISA

investments have performed

badly over the medium to longer

term, you may wish to transfer

to a PEP or ISA manager with a

better performance record.

Consolidate your holdings

If you have PEPs or ISAs invested

with a variety of providers, you

may wish to consolidate them

with a single provider.

Diversify your portfolio

If a large proportion of your

investments are held in

individual stocks (e.g. in Single

Company PEPs), a transfer might

enable you to reduce the risk of

having ‘all your eggs in one

basket’ by, for example, investing

in investment trust shares.

How to transfer your PEP 

or ISA

Different PEP or ISA providers

will have slightly different

procedures and may require

you to complete different

forms. However, in general the

process you should follow is:

Complete an application form

Once you have decided to

transfer your PEP or ISA, you

will have to complete an

application form. Some PEP or

ISA providers may ask you to

complete two applications, one

for your ‘new’ PEP or ISA, the

other asking your existing PEP

or ISA manager to transfer the

proceeds. Other managers 

will combine everything in 

one form. 

Let your PEP or ISA provider

do the rest

The provider of your ‘new’ PEP

or ISA will normally arrange for

the transfer of your existing

funds from your current PEP or

ISA provider. Most PEP or ISA

providers will co-ordinate the

entire transfer process for you

– all you have to do is sign the

application form. 

Who to contact

Before transferring a PEP or

ISA you should contact your

financial adviser.

PEP and ISA transfers



The world of tax-free saving offers

benefits for everyone and

investment trust ISAs are an 

ideal first port of call if you’re

considering ‘dipping your toe’ in

the stock market for the first time.

Their flexibility and accessibility

make them suitable for a wide

range of financial planning

objectives, such as complementing

your retirement savings. Investment

trust ISAs are suitable for novice

investors because of their low

minimum investment levels and

spread of risk. 

So whatever your hopes for the

future, it really does make sense to

choose the tax-free environment of

an ISA to help your money grow

even faster.
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For further information...

Visit our website

Our website is a good place to start if you want to learn more about

investment trusts and how they can help you get the most from your

savings. You can find us at www.itsonline.co.uk
Contact an Independent Financial Adviser

If you would like any further information or advice, you should

consult an Independent Financial Adviser (IFA). You can get the

details of three IFAs in your area by calling 0800 707 707.

Look out for this symbol

Investment trusts regularly advertise in the national and financial

press – just keep your eyes open for the symbol above. 

information factsheets
The AITC publishes a range of introductory factsheets which are

available free of charge by calling 0800 707 707
• its for investment trusts

• its understanding risk

• its for income or capital growth

• its for children

• its for pensions

• its split capital investment trusts

We are also currently introducing a more detailed range of factsheets

about investment trusts and how they work; please call us or visit our

website for further information.


