MODULE 2, LESSON 1.1 WORKSHEET /-KIAS
Understanding ISAs and Tax Advantages

Investing Essentials for Beginners

Key Concepts at a Glance

ISA (Individual Savings Account): A tax wrapper that protects your savings or
investments from tax.

Tax Efficiency: Reducing the amount of tax you pay so more of your money stays
invested.

Stocks & Shares ISA: An ISA that allows you to invest in funds, ETFs, and shares tax-

free.
Core Idea: What you earn depends not only on your investments, but also on how they

are taxed.

A Simple Example

An ISA is not an investment.
It is a protective container that your investments sit inside.

When your money is held within an ISA:
You pay no Capital Gains Tax, You pay no Dividend Tax, You do not report gains to HMRC and Your
withdrawals are tax-free. This protection allows your investments to compound faster over time.

Common Types of ISAs

Cash ISA: Tax-free interest, but often struggles to beat inflation long term.
Stocks & Shares ISA: The most important ISA for long-term investors.

Lifetime ISA (LISA): Offers a 25% government bonus, but has strict withdrawal rules.

Innovative Finance ISA (IFISA): Typically used for peer-to-peer lending. It involves
higher risk and is usually not a priority for beginners.

Take a Moment to Reflect

Have | ever considered how tax might affect my investment returns?




Which type of ISA feels most relevant to my current goals?

Am | currently using my ISA allowance effectively?

How might tax-free growth improve my long-term outcomes?

What questions do | still have about ISAs or tax efficiency?

Key Takeaway

ISAs allow your investments to grow without tax.
Over time, this can make a dramatic difference to your results.

What Comes Next?

In the next lesson, we'll explore DIY investing versus managed accounts, and
how to decide which approach fits your confidence level and goals.

This worksheet is for educational purposes only and does not constitute financial advice.
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