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Introduction 

Investing is important to help your children (or grandchildren) achieve their financial goals, whether saving for 
university, to buy a house or for the longer term, towards retirement.  

Why Use Investments, Not Cash? 

A savings account is one of the first places people look to when saving for the future. However, the interest rates 
that banks are offering are now historically low and not keeping up with inflation. With low interest rates, alternatives 
to cash are required and the financial markets are one way to make your hard-earned money work harder for you 
for the future to achieve the results you want. 

The trend of equities outperforming both cash and inflation has held over the last 100 years and the chart below 
illustrates performance over 23 years (from 1994 to 2017). 

 

With an increase in Growth Assets, the risk of the portfolio will also increase. However, as the chart shows, the 
potential returns of the portfolio will also increase. With this additional risk, the value of your portfolio can fall as 
well as rise, however if you are investing for the long term, you have longer for the portfolio to recover. 

Main characteristics of Junior ISAs and Pensions 

We have focused on investment products below because of the longer-term benefits of growth investing.  

Junior ISAs (JISAs). A JISA is likely to be the most flexible choice. Up to £4,260 can be invested in the 2018/19 tax 
year, and all earnings are tax free. Only a person with parental responsibility can open a JISA for their child, but other 
family members can contribute. The money is locked away until a child’s 18th birthday – after that, it’s theirs to 
spend as they will. Over 18 years you could potentially invest £86,690 into Junior ISAs. Assuming the average 
compound annual growth rate of 6% (net of costs), in 18 years, £155,614 would have built up.  

JISAs launched in 2016, taking over from Child Trust Funds. Children with CTFs can transfer this across to a JISA. 

Pensions. Saving into a pension for a child can seem counterintuitive. The usual reasons for saving for children involve 
them using the money for pivotal life moments, such as university, a wedding or putting a deposit on their first home, 
which are all likely to happen before retirement.  
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RISK WARNING 
With investing your capital is at risk 

 



 

Raymond James nor any connected company accepts responsibility for any direct or indirect or sequential loss suffered by you or any other persons 
as a result of your acting, or deciding not to act, in reliance upon any information contained in this document.  You should consider whether you 
require advice from a financial adviser to which we would be happy to assist. Past performance is not a reliable indicator of future results. 
Raymond James Investment Services Limited is a member of the London Stock Exchange and is authorised and regulated by the Financial Conduct 
Authority. Registered in England and Wales No. 3779657. Registered office: Broadwalk House 5 Appold Street London EC2A 2AG.  

Pensions (continued). But retirement is no less pivotal, it just comes far later in life. All you need to do is look at the 
numbers to see how a pension adds up. You can contribute up to £2,880 a year into a pension for a child. The state still 
tops up this contribution by £720, to £3,600 in total. Over 18 years, your total outlay would be £51,840 (topped up to 
£64,800 in total). Assuming an average compound annual growth rate of 6% (net of costs), the child would have 
£120,017 in their pension after 18 years. What’s more, if you leave it invested, even if you make no further 
contributions, the pension would be worth £447,799 (still assuming an annual growth rate of 6% each year (after costs)). 

A child pension is also appealing if you want to save for a child but you’re concerned about how they might use the 
money, because JISAs give children access to their money at age 18, when it becomes a standard ISA. 

There are two main options for a children’s pension – a Stakeholder or Self Invested Personal Pension (SIPP). As shown 
on the table below, a SIPP give much more flexibility for the investments. Initially the fixed costs of the SIPP are higher, 
but these will reduce in relative terms as the pension grows. 

Comparison of Structures and Costs 

Product RJIS Junior ISA Stakeholder* Junior SIPP** 

(RJIS Custody) 

Annual 
Maximum 
Subscription 

£4,260  £3,600 gross (£2,880 
net) 

£3,600 gross (£2,880 net) 

Administration 
Charges 

RJIS Annual 1.2% 

Custody Charge 0.33% 

Annual Management 1% 

 

Set up £120 

Admin (Up to £25,000) £120 

RJIS Annual 1.2% 

Custody Charge 0.33% 

Trading Charges Nil Nil Nil  

Fund Choice Full range of funds and 
investments available 

40 Funds Available  Full range of funds and investments available 

Access Age 18 Age 55*** Age 55*** 

* Data from Aviva. ** Data from AJ Bell. *** Based on current pension rules 

An Alternative 

An alternative to setting up the investment directly into the child’s name is to open an investment account in your 
own name but designated to the child. This gives complete flexibility of access, so you can get to it before age 18 
if needed – and you can hold it back for later in life if more appropriate. 

The negative is that, because the investments remain in your name, they would be taxed as yours if applicable.  

Start Small 

The full JISA or pension contribution might seem initially impractical – but even an investment of a small amount, 
repeated every month, will build up over time. The key is to start! 

How Raymond James Can Help 

We can help you decide which is the best option for you. We provide ongoing management service which means 
we can look after the day-to-day investments and administration but meet up with you at least once a year to 
update you on how the investments have performed and agreeing plans for the year ahead. 

The first step is to look at the right option for you. Call us on 01462 422507 to arrange a free initial meeting, and 
get started on your children’s investments. RISK WARNING 

With investing your capital is at risk 

 

 


