
HMRC  figures  for 2023 /24 show cash ISA subscriptions  have increased by almost 224 %  more than stocks 
and shares ISAs by the end of the decade.

Source : HMRC .

The Chancellor’s  plan to reform individual savings  accounts  (ISAs) to “improve  returns for savers”  has 
been considered for some time. Rachel Reeves’s scheme is widely believed to mean the current £ 20,000 -
a-tax-year subscription  limit for ISAs would  be reduced for cash ISAs. Unsurprisingly,  the investment 
management  industry has been in favour of such a move, while the big  banks  and the Building  Societies 
Association  have been strongly  against  it.

Statistics published  by HMRC  in September cast a new light on the ISA debate. The data show that in 
2023 /24, subscriptions  to cash ISAs were £69.5 billion, while stocks and shares ISAs attracted just over 
£31 billion. That brought  the total amount  invested in cash ISAs to £360  billion as of April 2024 . It would  
be reasonable  to assume the total now  is well above £400  billion. 
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CASH ISAS TWICE AS POPULAR AS 
STOCKS & SHARES ISAS
FIND OUT MORE  BELOW
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ISA Investment values and subscriptions
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Now put yourself in the Chancellor’s  shoes. If the Bank of England  had £400  billion earnings  and 4%  
Bank Rate, it would  mean £16 billion of interest on which  no income tax is being  collected. The latest 
estimate from HMRC  is that the cost of income tax and capital gains  tax relief for ISAs was £9.4 billion in 
2024 /25, almost a fifth up on the previous year. Cutting  back on the amount  flowing  into cash ISAs 
could reduce tax loss, even though  the prospect of enhanced  returns is a better story to present to the 
public.

To be fair to the Chancellor,  there is some justification in her argument . As HMRC’s  ISA Investment values 
and subscriptions  graph  illustrates, to a degree,  the total value of stocks and shares ISAs grew more 
rapidly than cash ISAs over the ten years to April 2024 . However,  cash ISAs saw little net inflow  for much 
of the period. It is easy to forget  now that the Bank of England  rate was no more than 1%  between 
February 2009  and June 2022 , assuring  miserable returns for money held on deposit.

Before you rush to arrange  a pre-Budget  cash ISA,  it is worth reflecting  on what  you are trying to achieve. 
If you just want  to move a ready money deposit to a tax shelter, remember that unless you are an 
additional/top rate taxpayer, the personal savings  allowance  (PSA) covers up to £200  of tax on interest 
(20%  for basic rate x £1,000  PSA or 40%  higher  rate x £500  PSA).

If you are setting aside money for long -term growth,  then, as the Chancellor  suggests,  there could be 
better options .

Government  guidance  on how  ISAs work  is here.

WE CAN  HELP

If you feel this alert could help a business colleague  or family member,  please feel free to share it with 
them. Call  us on 01753  888  211  or email info@nhllp .com , we are here to help.
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https://www.gov.uk/individual-savings-accounts/how-isas-work
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