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INVESTMENT

Junior ISAS

In the 2022 Autumn Budget, it was revealed that the Junior ISA (JISA) spending limits
would remain at £9,000 for the 2023/2024 tax year. The JISA limit was last changed
in early 2020, when it was doubled from £4,500 to its current level.

JISA and CTFs both benefit

JISAs replaced Child Trust Funds (CTFs) in 2011, but those
who still hold CTFs will continue to benefit from the
increased allowance. Both JISAs and CTFs are a tax efficient
way to build up savings for a child. It is not possible to

have both a JISA and a CTF.

Savings for children

A Junior ISA can be opened for any child under 18 living

in the UK and the money can be held in cash and/or
invested in stocks and shares. Once the person who has
parental responsibility for a child has opened the account,
anyone can contribute to it. The child can manage the
account from age 16 and at age 18 they can withdraw the
money if they want, when the account otherwise becomes
a normal cash or stocks and shares Individual Savings
Account (ISA). Alternatively, they can keep saving into it

as a standard ISA.

The tax benefits for JISAs and CTFs are the same as
for an adult ISA. So, there is no Capital Gains Tax and no
tax on income.

Investing for their future
Following the Budget, it was reported:

(11 By saving towards their future, families can give children
a significant financial asset when they reach adulthood -
helping them into further education, training, or work.

Junior ISAs and Child Trust Funds are tax-advantaged
accounts for children, designed to encourage a long-term
savings habit. 929

Two principles which apply to many aspects of financial
planning are particularly relevant when planning for your
child’s financial future:

e The longer the timescale, the more scope there is for
your investments to grow.

e Taking expert advice can help you avoid potential pitfalls.

The potential of a JISA

It is estimated that if £9,000 was invested every year
from birth and assuming a net 2% return, which is
obviously by no means guaranteed, the JISA would be
worth around £194,000 at age 18. Saving such a large
amount is obviously out of the question for most people,
but whatever amount you can afford to save for your
child’s future, a JISA can be a great choice.

HM Revenue and Customs practice and the law relating to taxation are complex and subject to individual circumstances and

changes which cannot be foreseen.

An ISA is a medium to long term investment, which aims to increase the value of the money you invest for growth or income or both.
The value of your investments and any income from them can fall as well as rise. You may not get back the amount you invested.

Tax concessions are not guaranteed and may change in the future. Tax free means the investor pays no tax.
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Investment myths

Understanding investments can be daunting, and there are several myths that
are likely to put you off if you are new to investing. In this blog, we’ll debunk
five misconceptions about investing. By unravelling these myths, you’ll gain a
clearer perspective on how to navigate the world of finance and make informed

investment decisions.

1 You need to be wealthy

You can invest with less than you may think.
Making small regular investments can provide
more benefits than investing a lump sum.

You can invest a small amount into the markets
every month. One big benefit of investing

a small regular sum is that, instead of saving
your cash until you have a lump sum, you’re
putting your money to work straight away.
Even with rising interest rates, leaving money
sitting in a bank account can be less profitable
than investing it in the market.

2 It’s too much of a risk

With any type of investment, there is a

risk of losing your money. It’s all a balance
between risk and reward, meaning the greater
the risk, the greater the potential reward.

If you understand the risks involved and

the level of risk you’re comfortable with,
you’ll be able to make an educated decision
as to whether it’s worthwhile.

3 You need to know the best time to buy

Most people think you need to invest when
stocks are low and sell when they’re high,

but there are so many factors that can change
the stock market, it’s pretty much impossible
to predict the outcome. The best thing to do

is start investing as soon as you can for as long
as you can. There may be fluctuation, some
good and some bad, but the longer you’re able
to hold on to your investment, the more time
you’ll have to recover from any lows.

The value of investments and any income from them can fall as well as rise and you may not get back the original amount invested.

4

Your money will be inaccessible

It is true that the longer you keep your money
invested, the more chance you have of making
a return, however this doesn’t have to mean
your money is inaccessible. There are lots

of investment options where you can access
your money at any time. You should leave your
investments untouched for them to have the
most potential, but should a situation arise
where you may need your funds, you will be
able to access them.

You have to monitor your
investments every day

Checking your investments every day can lead
to risky decisions such as changing investments
or withdrawing funds altogether. Investments
usually span over a long period of time, so it’s
best not to make potentially harmful decisions
based on short-term market performance.

If you’re opting for a low-risk investment, you
won’t need to check it often. It’s recommended
to monitor your investments every three months
just to see how they’re doing.

Get in touch

If you’re interested in finding out more about

how you could invest your money wisely,
we’re here to help.

Past performance is not a guide to future performance and should not be relied upon.
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Investment

Investment strategies as
you approach retirement

It’s usually a good idea to
start reducing the risk of
your pension fund as you
approach retirement. But

it’s important to strike

the right balance so you
can continue to power the
growth of your portfolio for
many years to come

as well as draw an income.

As we move through the different stages
of life it’s important that our investment
strategies adapt. Typically, your financial
goals change when you retire. You may
want a regular reliable income, which
usually means you have to take less

risk when it comes to investing. People
nearing retirement traditionally switch
savings out of risky investments and into
safer assets to protect their portfolios
from market downturns.

Reduce riskin your portfolio as
you near retirement

Managing your portfolio’s risk level (the
possibility of losing the money you invest)
as you get older is important to ensure
you meet your financial goals. Younger
investors with longer timelines to
retirement (typically 30 to 40 years) are
generally encouraged to take more risk in
their portfolios as if there are any market
falls, they have longer to recover.

As you get older and approach retirement
the more important it is to preserve the
wealth you have accumulated. This is

because as the timeline to retiring gets
shorter, your portfolio has less time to
recover in the event of a market decline.

So, it’s a good idea to lower the level

of risk to reduce the possibility of your
investments falling in value. In most
cases, this means reducing exposure

to equities and increasing exposure to
lower-risk investments that produce

an income such as bonds to shield your
investments from the ups and downs
of the market.

Why it’s important to diversify

Portfolio diversification is a way

of reducing potential risks by

spreading your investments across
different assets, rather than having

it concentrated in one place. By
investing across different asset classes,
companies, countries, and sectors, you
can help reduce the impact of any major
market swings on your portfolio.

While you can’t eliminate all investment
risk, diversification can help smooth out
any fluctuations that happen over time.
For instance, stocks can earn

more money than other asset classes,
but they tend to be more volatile.
Therefore, most financial professionals
agree that as you approach retirement
it is best to reduce the allocation to
equities in your portfolio.

Government bonds are less likely to lose
money than stocks and are seen as a
better bet for retirement thanks to their
predictability and income-generating
potential. Bond prices are also not

affected by the same market conditions
that move stock prices. By shifting
their investments out of stocks and
into bonds, people nearing retirement
can lower their risk and enjoy greater
financial stability.

Finding the right balance

It’s always important to review your
investments before any big life changes,
which is particularly true if you are
approaching retirement. With any
decision about your investments, there
are trade-offs. The greater the risk

you are prepared to tolerate, the more
potential there is for your investments
to grow.

While reducing risk with bonds can help
shield you from any downturns in the
market, your returns could be lower.

As you approach retirement, it’s
important to strike the right balance
between assets reducing risk in your
portfolio so you can continue to power
its growth for many years to come as
well as draw an income.

A financial adviser can help you build a
well-diversified portfolio appropriate for
your risk tolerance and investment goals
and adapt it, so the strategy always
reflects your age and circumstances.

The value of investments and any income
from them can fall as well as rise and
you may not get back the original
amount invested.
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The effect of
psychology on investors

You should base financial decisions on logic and facts. But Finance bias can lead to “irrational”

psychology can have a much larger effect than you think, decisions through shortcuts

and it can lead to you making decisions that aren’t right

for you. Read on to find out more about what behavioural There’s a reason why people often make decisions based on

finance is and how it could affect you. biases: they can make the decision-making process quicker.

“Behavioural finance” was first coined in the 1970s If you imagine how many decisions you need to make every

by economist Robert Shiller and psychologists Daniel single day, it’s easy to see why this kind of decision-making

Kahneman and Amos Tversky. They used the term to refer can be useful. From what to eat for breakfast to which way to

to how unconscious biases and previous experiences
affect the way people make financial decisions.

travel to work, it’d take up all your time if you carefully went
through the facts for each decision you make. So, you make

shortcuts by using biases.

It can be used to explain why investors can make

knee-jerk decisions or invest in opportunities that
aren’t in their own best interest. Rather than relying
purely on facts, investors often have biases that
affect how they react to certain situations.

However, while it can be a useful process in your day-to-day
life, bias can have a negative effect when you’re making
important decisions, including financial ones.

Behavioural finance covers five concepts:

1. Mental accounting

Mental accounting can be incredibly
useful when you’re managing a budget.
However, inflexibility could mean

you miss out on opportunities.

The concept refers to how people may
designate money for certain purposes.
So, you may have different savings
accounts for various goals. It’s a
process that can help you manage your
outgoings and work towards goals.

However, it can also lead to irrational
decision making.

You may not dip into a savings account
that you’ve allocated to buying a new
car even when you face an emergency
and it’d make sense logically.

How you receive the money may also
affect how you use it. For instance,
you may put off using money that
was given as a gift in an emergency
because you believe it should be
used for something special.

The value of your investment can go
down as well as up and you may not
get back the full amount you invested.
Past performance is not a reliable
indicator of future performance.

2. Herd behaviour

Herd behaviour is something that’s often
seen in investing. When you hear that
lots of people are selling certain stocks
or buying a specific share, it can be easy
to be led by this and follow suit.

It can lead to you making decisions
that, while possibly right for others,
don’t suit you or your circumstances.
It’s not just investing where herd
behaviour can have an effect. You may
be tempted to purchase an item after a
friend has or choose a savings account
because someone you know has.

3. Anchoring

When you have some information, you
may focus on this — anchoring your
views to this data.

Setting a benchmark can be useful,
but it can mean you don’t take in
other information, especially if it’s
contradictory.

So, you may hold on to investments
even after the value has fallen
because you’ve anchored its

worth to a previous valuations '
-

4.Emotional gap

Emotions.often play a role in financial
decisions. You may sell a stock because
you fear that the price will fall,

or make an impulse purchase

because you’re happy.

Being comfortable with your financial
plan is important, but an emotional
gap can fuel irrational decisions as
you’re more likely to overlook data.

5. Self-attribution

This concept refers to how investors
are likely to have overconfidence in
their abilities.

You may believe you can reliably time
the market to maximise profits when
the markets are unpredictable. In this
case, it’s common to see “wins” as
being down to your knowledge, while
“losses” are attributed to things
outside of your control.

Unconscieus:bias may affect your
degigions in ways you-don’t expect.
f you have any questions about your
finances.and the decisions you. need
to.make, please contact us.

OW4262 EXP 6.12.23




