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TYPES OF SAVING
ACCOUNTS

A savings account is an account you put money into and in return the bank or
building society will typically pay you interest.

Several factors will affect which

kind of savings account suits you,
including how likely you are to need
access to your money, how long you
are prepared to lock it away and
whether or not you will pay tax on
the interest.

Most people won't pay any tax on
savings interest. Personal savings
allowance (PSA) allows basic-rate
taxpayers to earn up to £1,000
interest per year tax-free and higher-
rate taxpayers up to £500.

Individual Savings Account (ISA

An Individual Savings Account (ISA)
is a tax-free saving or investment
account. In the 2022/23 tax year you
can the maximum you can save in
ISAs is £20,000 which can be made
up of cash, stocks and shares, or a
combination of both. You can put
money into one of each kind of ISA
each tax year.

Types of ISAs include:

Cash ISAs - If you are 16 or over
you can open an ISA tax-free savings
account where you pay no tax on
the interest you earn. Types include
instant access, limited access and
fixed rate.

Stocks and shares ISAs — A stocks
& shares ISA is a tax-efficient
investment account. This means you
don't pay income tax or capital gains
tax on money you earn from your
investments made through the ISA.
You must be 18 or over for a stocks
and shares or innovative finance ISA.
The value of your investments can
go down as well as up, so you may
get back less than you first put in.
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Junior ISAs - Long-term, tax-free
savings accounts for children. Your
child must be under 18 and living
in the UK to get one. You must be
under 18 and living in the UK to
open one. In the 2022/23 tax year,
the savings limit for Junior ISAs is
£9,000.

Lifetime ISAs - Designed for
individuals between 18-39 helping
them to save for their first home

or retirement which gives a
government bonus of 25% of the
money you put in, up to a maximum
of £1,000 a year. You can put in up
to £4,000 each year, until you're 50.
You must make your first payment
into your ISA before you're 40. The
Lifetime ISA limit of £4,000 counts
also towards your annual ISA limit.

What are the benefits of an ISA?
®  Your money will grow tax-free

e The annual allowance for the
current tax year is £20,000 and
starts afresh each new tax year

® You can transfer existing ISAs
into a new ISA

e Children aged between 16 and
18 can hold both a Junior and a
standard Cash ISA

e Lifetime ISA is a specific ISA
available to help when saving
towards your first home or
retirement.

Saving Accounts

A savings account is an account you
put money in and earn interest.

Savings interest is paid tax-free
and most won't pay any tax on it at

all. Basic-rate taxpayers can earn
£1,000/year tax-free and higher-rate
taxpayers £500. If you exceed your
annual personal savings allowance,
you may have to pay tax on interest
earned from your savings in line with
your usual rate - 20% for basic tax
rate payers or 40% for higher rate.

There are different types of saving
accounts:

1. Easy-access savings

Easy-access savings accounts allow
you to withdraw your money quickly
and easily which is useful if you
might need to dip into them.

‘Emergency savings’ should be kept
in an easy-access account so you
won't struggle to get at them in a
crisis.

Interest rates are usually lower than
on fixed savings accounts because
you pay for the flexibility.

It is worth keeping an eye on the
return your savings are earning. You
could switch to a new better rate
savings account if necessary. You
should always check the terms of
your account first as there still may
be a limit to the amount of cash
withdrawals that can be made in a
given time period.

2. Notice accounts

Notice savings accounts require
you to give notice before you can
withdraw your cash.

They are good if you know you will
need your money, but are not sure
when i.e. if you have a deposit to

buy a home. You can keep earning
interest and when you need the
money tell your provider in advance
that you want to make a withdrawal

Notice periods can vary from 30, 60
or 90 days. If you need to make an
emergency withdrawal from a notice
savings account, you're likely to lose
some interest.

Generally, they offer better interest
rates than an easy-access account
but less than a fixed rate as this type
of account still offers some degree
of flexibility. It could be worth
checking the interest rates available
against easy-access accounts if you
require quicker access to your funds
as you may be subject to a fine and/
or interest penalty or not be able to
get access your money at all.

3. Regular savings account

With a regular savings account, also
known as regular savers or monthly
savers, you commit to paying in a
certain amount each month. They
are designed for people to save
some of their income every month
rather than depositing a lump sum.

In return, the bank or building
society may offer you a higher
interest rate than you would get

with a current account or ordinary
savings account. The interest rate

on offer can be fixed or variable and
typically last for one year and restrict
you from investing more than a
certain sum (e.g. maximum £250 per
month).

Despite offering higher interest
rates, it is important to note that
your money will build up gradually
so the return may not be as much as
you expect.

Fixed-rate bonds

Fixed-rate bonds are a type of fixed-
rate savings account. They offer
higher rates of interest compared to
easy-access products, but you must
be prepared to lock your money
away for a fixed period of time.

Typically, the longer you commit to
leaving your savings untouched, the
higher your interest rate will be. You
should only lock away money that
you definitely won't need access to
or you will incur penalties.

Putting money in a fixed-rate bond
can protect your savings return
should interest rates fall. However, if
you lock your money away and rates
rise, your cash won't benefit from
the increase.

Many fixed-rate bonds also require a
large initial deposit so if you are new
to saving, you may struggle to find a
suitable deal.

Help to Save accounts

The Help to Save account is a
special savings account that you can
only open with the Government-
backed bank NS&I. They offer
people on low incomes who are
claiming certain benefits a tax-free
government bonus of up to £1,200
over four years.

You can save between £1 and £50
into the account each month and
have the account for up to four
years.

The Help to Save account doesn’t
pay interest, but instead it pays a
government bonus. If you keep
paying into the savings account at
the two year and four-year mark, the
Government will pay a bonus of 50%
of your highest balance throughout
that time.

Help to Save is meant to encourage
working people on low incomes to
build up their savings. But, if you
have expensive debts to clear, this
should be a priority over saving.
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For further information please contact:

Pareto Financial Planning Limited
Level 7, Tower 12,

The Avenue North,

18-22 Bridge Street,

Manchester,

M3 3BZ

T: 0161 819 1311
E: enquiries@paretofp.com

W: www.paretofp.co.uk

Personal circumstances differ and not all of this information is apﬁlicable to every client and/or their business, this
information is general in nature and should not be relied upon without seeking specific professional financial advice.

The Financial Conduct Authority does not regulate Tax Advice, Estate Planning or Will Writing.

The content in this brochure is for your general information and use only and is not intended to address your par-
ticular requirements. Content should not be relied upon in its entirety and shall not be deemed to be, or constitute,
advice. Although endeavours have been made to provide accurate and timely information, there can be no guaran-
tee that such information is accurate as of the date it is received or that it wil?/continue to be accurate in the future.
No individual or company should act upon such information without receiving appropriate professional advice after
a thorough examination of their particuf;r situation. We cannot accept responsibility for any loss as a result of acts or

omissions taken in respect of any articles. Thresholds, percentage rates and tax legislation may change in subsequent

Finance Acts. Levels and bases of, and reliefs from, taxation are subject to change and their value depends on the
individual circumstances of the investor. The value of your investments can go down as well as up and you may get

back less than you invested. Past performance is not a reliable indicator of future results.

Pareto Financial Planning Ltd is authorised and regulated by the Financial Conduct Authority.
Pareto Financial Planning Ltd is registered in England and Wales No. 06582775. Registered Office Level 7,
Tower 12, The Avenue North, 18-22 Bridge Street, Spinningfields, Manchester, M3 3BZ



