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Parents know all too well how much a small person can
cost. Alongside the nappies, pocket money, school trips
and music lessons there are longer-term costs that can
seem quite intimidating.
Saving for children or grandchildren has one significant advantage
over many other types of investment goals – you know when you are
likely to need the money. It could be their 18th birthday, their 21st or
some other date you have in mind, but it means you can plan very
specifically for the time frame.
The largest expense for many children, as well as young adults, is
the cost of university. The average debt among student borrowers
who finished their courses in 2021 was found to be £45,0001. Student
loans can help spread the cost, but they saddle graduates with debt
for much of their early working lives.
However, these expenses can actually be quite manageable with
careful forward planning and the cost needn’t be expensive if you
plan well in advance and invest early for your children in a Junior
Individual Savings Account.
A Junior ISA is simply an account that protects your investment returns
from tax. When your child reaches 18 they may find they have an
easier start in adult life thanks to their investment savings. Under
current tax rules, you do not have to pay UK income tax or capital
gains tax (CGT) on the returns from any investments in your ISA.
1

Source: House of Commons Library, Student Loan Statistics – July 2022

Important information
Please remember, the value of investments and the income from
them can go down as well as up so you may get back less than
you invest. Eligibility to invest in a Junior ISA and tax treatment
depends on individual circumstances and all tax rules may change
in the future. This information is not a personal recommendation for
any particular investment. If you are unsure about the suitability of
an investment you should speak to one of Fidelity's advisers or an
authorised financial adviser of your choice.
If you open a Junior ISA for your children, anyone can contribute to
it though please note that any contribution to a Junior ISA is a gift
to the child and it cannot be returned to the contributor at a later
date if they change their mind. The investment is also locked away
until the child is 18 years of age.
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Different investment options
Powerful growth potential for the long haul
There are a number of different assets you can invest in for your children. Three of the most
common are:
* E quities (stocks and shares), are a stake in a company. Effectively, when you buy a share,
you become a part-owner of a business.
*B
 onds are a type of loan. The key thing to remember is that you are the person loaning
the money to a government or company.
*C
 ash, which is Bank and building society accounts that pay interest, plus cash funds
offered by investment companies.
If you know you will be investing for five years or more, we believe that holdings in shares
and/or fund based investments could offer long-term growth potential, although this cannot
be guaranteed. Of course, recent years have reminded us all that shares are a volatile
investment. They can rise and fall unpredictably (particularly over short periods), so you
need to be sure you are comfortable with the level of risk they involve. This is normally
higher than the risks involved with bonds and cash. History suggests that shares have the
potential to rise in value quite significantly over the long term. This can be seen if you look
at the performance of the UK stock market since 2000. There have been quite a few ups
and downs during this period but the FTSE All-Share Index has still given an annualised
return of 4.74% with dividends reinvested each year2. Though remember that past
performance is not a guide to the future.
2

Source: Datastream 30.06.00 to 30.06.22
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n Chart showing price growth since 30.06.00 to 30.06.22
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Funds
If you prefer an option that doesn’t involve lots of time and research, you could choose to
invest in funds, as it means your money is pooled with other people’s savings and then
invested. This has a range of advantages:
- The fund manager may be able to put your money into investments that you wouldn’t be
able to access on your own, you’ll benefit from the buying power of a big company.
-Y
 our money can be invested in different asset classes, companies, sectors and geographic
regions. This broad mix could help diversify and spread your investment risk.
-A
 n actively managed fund has an expert manager who uses their experience to decide
where to invest. They are supported by analysts who research companies and markets in
far more detail that most private investors could manage.
-P
 assive funds track the performance of particular indices, such as the FTSE 100 or the S&P
500. This means that in one low-cost investment, you can benefit from the stock‑market
performance of an entire country or region.
Make changes when you need to
It is easy to switch between funds. As a result you will have the option of moving the savings
into less volatile types of investment, such as bond funds. These don’t offer the same level of
growth potential as shares, but they are also less likely to fall in value significantly as well.
You could also move some of the money into cash, should you wish to reduce your risk even
further, then decide later where to invest. Please note returns are generally lower and
inflation will erode the value over time.
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Some essential investment ideas
Now we’ve looked at the benefits of investing for the long
term, we would like to highlight some principles that can help
ensure you make the most of your money.

1

The best time to start investing is as soon as possible
The length of time you invest for is the single biggest factor that determines
growth opportunity - the longer the better, although of course there are no
guarantees. Your savings can also benefit from compounding if the funds
you invest in are the type that generate income which you use to reinvest
rather than it being paid out to you. Over time this will compound, helping
your savings to grow even faster.
The example below shows the effect of compounding and is for illustrative
purposes only. Neither the growth rate nor the cash value are guaranteed.
Stock market investments can go down in value as well as up and a return
of 5% a year may not be achieved. In fact, some years may produce a
negative return on your investment – and it is possible to get back less than
you invest. All investments will have charges and these will also reduce the
rate of return.
n The growth potential of £9,000 over 18 years
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Source: Fidelity International, based on a hypothetical example of an investment
with a 5% annual growth rate and a deduction of 0.75% ongoing charges.
Effective growth rate of 4.25%. Please note this is an example and not an
indicator of future results.
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Invest as much as you can afford
Many people find it hard to work out how much money they will need
to save to help their children. Increasing your investment by even a
small amount can make a big difference.
For example, if you started saving £100 a month from the birth of your
child, you could end up with approx £32,210 after 18 years. However,
if you managed to put aside £175 a month, you could finish with
£56,3683.
This is only an example, it is not a reliable indicator of future
performance and the amount is not guaranteed.
Source: Fidelity International. These figures are based on 5% annual
growth rate and a deduction of 0.75% annual ongoing charge.

3
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Think about saving each month
A good way to build up significant savings for your children is to start a
regular savings plan. This can help you maintain a long-term investment
strategy and it is a useful way of being disciplined about saving for your
children’s future – you will soon start thinking of your regular payment as an
essential part of your budget.

For example, if share prices go up, the shares you already own will increase in value, but
your investment will buy less of them. On the other hand, if share prices go down, your next
investment will buy more shares. This benefit of regular saving, a phenomenon known as
‘pound cost averaging’, is illustrated in the table below, using a hypothetical example.
It compares the returns achieved from a lump sum investment of £3,000 with those
achieved by a series of 12 monthly investments of £250 each.
The regular saver finishes the period with an investment that is worth more than the lump
sum investor’s – even though the shares are the same price at the end of the year as they
were at the beginning. It sounds unlikely, but it’s true.
Of course, it is important to remember that if you invest a lump sum when the markets
are low, you would be able to buy more units than someone investing smaller amounts
monthly. Please remember, the value of investments can go down as well as up, so you
may not get back the amount you invest.

n Pound cost averaging
Potential difference of investing £3,000 as a lump sum invested at the end of the year,
versus 12 monthly payments of £250
Fewest shares bought
(25 shares)

130

Most shares bought
(125 shares)

120
110
100
90
80
70
60
Number of shares bought

50
40
30
20
10
0

Jan
£10

Price per share
Shares accumulated
Value by the end of the year

Feb
£12

Mar
£12

Apr
£15

May
£13

Jun
Jul
£12
£9
Price per share

Aug
£9

Monthly
investment

Lump sum
investment

£4.43

£5.00
600
£3,000

676.6
£3,382.85

Source: Fidelity International, based upon hypothetical market movements
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Sept
£9

Oct
£7

Nov
£8

Dec
£10

Introducing the Junior ISA
Junior ISAs are a great way for you to invest for children over
the long term. As mentioned before, they are not investments in
themselves – instead they are ‘wrappers’ that offer a number of
tax advantages. In particular, they protect the investment returns
from UK income tax and capital gains tax. As a parent, you don’t
even have to declare them on a tax return.
Opening a Junior ISA
A Junior ISA can be opened for anyone resident in the UK who is under
the age of 18 who doesn’t already have a Child Trust Fund. Please note
that if your child was born between 1 September 2002 and 2 January
2011, the government would have automatically opened a Child Trust
Fund on your child's behalf. It is now possible to transfer a Child Trust
Fund to a Junior ISA but it is not a service that Fidelity currently offers.
You can open a Junior ISA for your children, as long as you have
parental responsibility for them. Your friends and family are then free to
make their own contributions. There are two ways you can invest in our
Junior ISA, – you can put aside lump sums (with a minimum investment of
£1000) or make regular payments (which can start at £25 a month).
The limit for the current tax year is £9,000. Please note, any allowance that
you don’t use in one tax year can’t be carried over to the next, so there’s
a genuine incentive to take advantage of the annual allowance whenever
possible.
As the Junior ISA is opened in your child’s name, they are the beneficial
owner. This means you cannot access the money and they will not be
able to use their savings until they reach the age of 18. At this point, their
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Junior ISA will become an adult ISA held in their name and they are
free to use it in whatever way they choose. They can spend the money
straight away, if they need to, or they can opt to keep it invested to help
them with life’s expenses when they are older.
Key tax benefits of a Junior ISA
The Junior ISA shares almost all the tax benefits of an adult ISA.
This means there is no liability to UK income tax or capital gains tax
on investment returns within the Junior ISA for the child who, or for
anyone who contributes to it.
The Junior ISA does not count towards your child’s tax allowances
and children aged 16 or 17 who have Junior ISAs are also able to
open their own adult Cash ISAs.
Key benefits of the Fidelity Junior ISA
Our Junior ISA offers a wealth of investment choice and we also offer
guidance to help you choose.
What's more, to help you make your money go even further, we don't
charge a service fee on our Junior ISA.
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Choosing your investments
One of the easiest ways to hold shares and bonds in our Junior ISA
is through a unit trust, investment trust or an open-ended investment
company (OEIC). These are sometimes called mutual funds,
investment funds or collectives.
Our Junior ISA gives you access to investment options from the
UK’s leading fund managers, as well as popular company
shares. You can even combine funds from different companies in
a single Junior ISA.
On the following pages, we give you some guidance as to how
you can choose funds to invest for your children’s future. Please
note, these funds are not a personal recommendation and they
may not be suitable for your children’s needs.

Find out more
about the
Junior ISA at
fidelity.co.uk/
junior
Fidelity Junior ISA guide 11

Helping with investment decisions
We know it can be difficult to choose
the funds to hold in your Junior ISA,
so we offer lots of information and
online guidance to help you make your
decisions.
Our online guidance service includes a range
of tools and services that can help people with
all levels of knowledge to start investing. The
following pages feature our Navigator tool, our
Select 50 list and our Investment Finder tool where
you can filter through our full range of investment
options.
We’ve made choosing funds as easy as we can,
but it’s not a personal recommendation for a
particular investment. You are in full control of the
portfolio you pick and are in charge of managing
your funds in the future. If you are unsure about
the suitability of an investment you should speak
to one of Fidelity's advisers or an authorised
financial adviser of your choice.

Navigator
Our Navigator tool points you towards a single investment that holds a
selection of funds chosen by the Fidelity Multi Asset team.
This specialist group of experienced analysts and fund managers is dedicated to
developing investments designed to meet a wide range of investor needs. Our Navigator
tool makes it easier to invest as all you have to do is make a few straightforward
decisions. It will then show you a fund to consider based on the selections you have made
within the tool.

Navigator
The easy way to
start a Junior ISA
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Three decisions
Your first decision is whether you would prefer to invest for income or
growth. Income funds produce regular sums that can be paid into your
bank account or reinvested back into the fund. Growth funds cover a wide
range of strategies, from investments targeting capital preservation to
those aiming for the highest-possible performance.
Next, there's the sort of funds you would like to invest in. You can choose
either 'expert focus' where our team invest across a range of best in class
fund managers with the aim of staying on top of the best opportunities in
the market. Alternatively, you can choose 'cost focus' where our team invest
across global markets and asset classes to keep you diversified while
keeping costs low.
Finally, you need to consider how you feel about risk. We know this can
be hard to understand, so we’ve created short descriptions for a range of
risk levels. Just have a read through and you may find one that matches
your views.
You will be presented with funds that match your selections, just scroll
down until you see the key details and documents relating to the fund.
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An investment that works like an 'instant portfolio'
Once you’ve made your decisions, you'll see a single fund
that invests in a range of funds chosen by our experts,
which you can research in more depth.
For the ongoing active management of this fund, our team
of experts will use their research and expertise to make the
most of opportunities in all economic conditions, as well as
managing the day-to-day decisions needed for an effective
investment strategy.
Important information
Although risk is an important aspect to investing, it is not the
only consideration and you should also look at the length
of time you wish to invest for. Please note that Navigator is
not a personal recommendation in respect of a particular
investment. If you need additional help, please speak to an
authorised financial adviser. You should regularly reassess
the suitability of your investments to ensure they continue to
meet your attitude to risk and investment goals.

Visit
fidelity.co.uk/
navigator
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Select 50
Fund ideas direct from the experts
Select 50 turns an extensive range of fund options
from over 100 providers into a much shorter list that is
recommended by experts. With around 50 funds on the
list, you should be able to find some ideas that could
meet your needs. We have partnered with Fundhouse,
an independent fund research company, to add
independence and enhance our fund selection process.
Chosen by experts
More than 3,000 funds, exchange-traded funds (ETFs)
and investment trusts are screened for performance,
consistency and a range of other measures. It’s not just
about which funds have performed well, but why and
whether it is likely to be repeatable.
This analysis is backed up by many hours of face-toface meetings, where fund managers and their teams
are questioned to ensure their process and philosophy
remains on the right track.
Fund list management
Of course, the research doesn't stop when a fund makes
the list. Select 50 is routinely updated every quarter and
funds may be removed at any point during the year. For
the latest list, please go to fidelity.co.uk/select
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Using Select 50
Select 50 is divided into eight easy-to-understand categories
covering the world’s stock markets, bonds and alternative
investment options.
For most investors, the first decision will be to decide which
categories to invest in. If you are starting from scratch,
you may want to combine multiple categories to create a
portfolio that meets your needs.

Visit
fidelity.co.uk/
select
to start your
Junior ISA
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Important information
Whatever approach you choose, please make sure
you understand your chosen funds before you invest,
including the risks they take. Select 50 is not a personal
recommendation to buy funds. Equally, if a fund you own is
not on Select 50, we're not recommending you sell it. You
must ensure that any fund you choose to invest in is suitable
for your own personal circumstances. If you are unsure
about the suitability of an investment you should speak to
one of Fidelity's advisers or an authorised financial adviser
of your choice.

Investment Finder
All the tools you need to research our full range
If you like doing your own investment research, our
Investment Finder tool allows you to filter through a wide
range of investment options, from the UK’s leading fund
managers as well as popular company shares, into your
own personal short list.
All you have to do is choose the search terms you are
interested in. You can then research your choices in more
detail using the factsheets that are available on our website.
Important information
Whatever approach you take, please make sure you
understand the investments you are considering, and the
levels of risk they carry, before you make your choice. You
must ensure that any investment you choose is suitable for
your personal circumstances.

Want to invest directly in shares?
Our online share dealing service gives you the option
of holding company shares alongside funds, cash
and other investments in your ISA. You can invest in a
range of US, UK and European shares.
The share dealing service also covers investment
trusts, exchange-traded funds and exchange-traded
commodities.
As a primarily online-only service, we typically charge
just £10 a trade online (plus any market charges, such
as stamp duty on investment trusts). There is then no
service fee on Junior ISAs.
When you are thinking about investing in shares,
it's generally a good idea to consider holding them
alongside other investments in a diversified portfolio
of assets.

Visit
fidelity.co.uk/
investmentfinder
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Looking ahead
Whichever option you choose, please remember to
review your investments regularly. The easiest way
to do this is through our online account services which
give you the latest performance information for all
your investments at any time of the day or night.
To get started, just go to fidelity.co.uk/login
You should also regularly reassess the suitability of
your investments to ensure they continue to meet your
attitude to risk and investment goals, making changes
to your funds if necessary. Remember if you open a
Junior ISA on behalf of a child, you are responsible to
manage it on behalf of the child until they are 18.
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Start your
Junior ISA
today
0800 222 510
fidelity.co.uk/junior
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