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Investing for grandchildren can be used to help fund
university fees, make a down payment on their first
car or home, or even start a retirement fund.

The earlier you invest, the more time your funds have
to grow and compound over time. This means that a
relatively small contribution today could lead to much
larger returns over the long run. Furthermore, it’s
important that you consider professional advice when
making decisions about investing for your grandkids.
This will enable you to take advantage of all available
tax deductions and legal rules that could make your
investment even more beneficial to your
grandchildren.

Helping a grandchild prepare for their financial

needs in life
By investing for your grandchild’s future, you can

provide peace of mind knowing that you are helping
them prepare for their financial needs in life. Not only
will this give them the chance to pursue their dreams
and goals, but it also allows you to create a lasting
legacy that will be remembered for years to come.

Investing now may help ensure a bright future for
your grandchildren. In addition, investing is an
effective way to pass down wealth from one
generation to the next. This can help reduce
Inheritance Taxes due on large estates and enable
families to retain more of their assets into the future.

No tax is due on any gifts you give if you live for

seven years after giving them
As well as providing your grandchildren with financial

support, investing can also be an effective way of
reducing an Inheritance Tax liability. Gifting out of
surplus income is a strategy for reducing an
Inheritance Tax liability when investing for
grandchildren. This involves gifting money from any
excess income generated over and above what you
need to cover your day-to-day living expenses.

No tax is due on any gifts you give if you live for
seven years after giving them — unless the gift is part
of a trust. This is known as the seven year rule. If you
die within seven years of giving a gift and there’s
Inheritance Tax to pay on it, the amount of tax due
after your death depends on when you gave it. When
making gifts out of surplus income, it’s important to
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ensure that the money is treated as a gift and not
used as an investment.

Just one way to reduce your Inheritance Tax
liability when investing

HM Revenue & Customs (HMRC) has very specific
guidelines on what constitutes a ‘gift’, so professional
advice should be sought before gifting any money to
your grandchildren. We can help you create an
effective Inheritance Tax mitigation strategy for
investing for grandchildren that meets all relevant
legal requirements.

Gifting out of surplus income is just one way to
reduce your Inheritance Tax liability when investing
for your grandchildren; there are other options
available too. It’s essential that professional advice is
sought in order to find the best approach for your
individual circumstances.

Putting money into a pension could be an ideal

solution
If you’re looking to build long-term wealth for your

grandchildren, putting money into a pension is an
ideal solution. However, there are some limits that
you should know before taking this route. The earliest
your grandchild can access the money in their
pension is age 58. Therefore, it’s important to think
about how much time you have to allow the
investments to grow and compound interest over the
years until they reach adulthood.

You can open a Junior Self-Invested Personal
Pension as soon as your grandchild is born. It’'s
protected from Income Tax and is usually exempt
from Inheritance Tax, t0o. You can pay in a maximum
of £3,600 a year (tax year 2022/23) and the
government will top it up by 20%, up to £720 a year —
so that maximum contribution will actually only cost
you £2,880.

If you start investing in a Junior Self-Invested
Personal Pension at birth, then by age 58 a child or
grandchild will have had 38 years of growth potential
if contributions are made regularly. This should help
build significant capital which can then be used as
desired once mature enough to do so.

The content of the article featured is for your general information and use only and is not intended to address your particular requirements. Articles should not be relied upon in their 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 guarantee that such information is accurate as of the date it is received or that it will 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 the particular situation. We cannot accept responsibility for any loss as a
result of acts or omissions taken in respect of any article. 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.
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A highly tax-efficient way to save or invest for
the future

Junior ISAs (JISAs) are another option. A Junior
ISAis an Individual Savings Account that can be
opened by anyone on behalf of a child under the
age of 18, when they can gain full access to it. A
Junior ISA is a tax-efficient way to save or invest as
it is free from any Income Tax, tax on dividends and
Capital Gains Tax on the proceeds.

The Junior ISA subscription limit is currently £9,000
for the tax year 2022/23. This means that if you
start investing in a Junior ISA when your grandchild
is young, by the time they turn 18 they could have
had considerable growth in the funds you have
contributed towards. It also allows you to make
sure that any money that you have saved for them
is in a secure environment, with professional
money management.

A children’s savings account also provides an easy
and convenient way to start investing in your
grandchild’s future. These accounts come with
various features that make them ideal for long-term
investments, such as tax-free growth on earnings
and no contribution limits.

Maturity needed to responsibly handle any
money

Additionally, you have the flexibility to choose how
much money you want to invest and when you
want to add or withdraw funds from the account.
With these advantages, children’s savings
accounts provide a secure and practical option for
diversifying a child’s portfolio.

When investing for your grandchildren, professional
advice should be sought to ensure that all legal
requirements are met. It is important to consider
the legal ownership of the money and when your
grandchild will become eligible to access it.
Consideration should also be given as to whether
your grandchild will have the necessary skills,
knowledge and maturity needed to responsibly
handle any money they may receive.
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Safeguard your grandchildren’s financial
security

Parents or guardians should take advice in order to
make informed decisions about what is best for
their child’s long-term financial future. By taking our
professional guidance you can ensure that you are
making the best decisions possible when investing
on behalf of your grandchildren. Taking the time to
make it part of your annual review will give you
peace of mind knowing that you are taking steps
towards building a solid financial foundation for
your grandchildren.

With professional guidance, you can tailor an
investment strategy specifically for them. Investing
in their future today can have long-term benefits as
they grow into adulthood. Start planning now and
make sure your grandchildren’s future is secure.

Create lasting financial security for the next
generation in your family

Investing for your grandchildren will prepare them
for their future financial needs. With our guidance
you can create lasting financial security for the next

generation in your family. Doing so can be both
rewarding and beneficial for everyone involved.
Start investing today and watch the investments
grow for generations to come. For more
information, please contact us.
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