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FOREWORD

An Investment Savings Account (ISA) allows you to 
pay no tax on any of the income or capital gains from 
your investments. The ISA allowance for 2017 / 2018 
is £20,000.

You must be over 18 years of age, have a UK address 
and a UK bank/building society account to invest  
on-line in any of our portfolios.

You must be a UK resident for tax purposes.

HURRY - Your current ISA allowance for 2016/2017 
is £15,240 and expires on 5th April 2017.
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What is an ISA?

An Individual Savings Account (ISA) is a tax wrapper that allows you to save, either in cash 
or stocks and shares, without paying any tax on the money in the wrapper. This includes 
keeping any growth received from the investment tax free. This is not the case with, for 
example, an ordinary bank or building society account unless you are a non-taxpayer.

ISAs began on the 6th of April 1999 and will be around for the foreseeable future. 
The ISA allowance for the 2017/2018 tax year is £20,000.

There are two types of ISA: cash ISAs, and stocks and shares ISAs. In each tax year, you can 
put money into one of each. Cash ISAs may be suitable for short-term savings, so that you 
can get at your money easily. 

Stocks and shares ISAs may be appropriate if you can afford to leave your money 
untouched for longer than, say, five years. However, your investment may go down in 
value as well as up and there are no guarantees that you will make a profit. 

SCM Direct only offers stocks and shares ISAs.

ISA wrappers have been very popular with £518 billion held in adult ISA accounts at the 
end of 2015-20161.
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When might a stocks and shares ISA be for you?

A stocks and shares ISA could be for you if: 

•  you would like to take advantage of tax free savings, including not paying tax on any 
capital gains and income, remembering that any tax already deducted from dividend 
income cannot be reclaimed 

• you are looking to invest for at least five years 

• you haven’t used up your full ISA allowance for the current tax year, and 

•  you understand that the value of your investments can go both up and down and that 
you may get back less than you invested

It is worth noting that the long term annualised real return (i.e. the return after allowing for 
inflation) from investing in bonds, equities and cash has shown that historically equities 
have produced higher returns than either bonds or cash – this extra return is considered 
a reward for their extra inherent risk.

Who can open an SCM Direct stocks and shares ISA?

To open SCM Direct stocks and shares ISA you must be 18 or over. You must also be 
a resident in the UK for tax purposes (ask your tax office if you are in any doubt about 
this), or a Crown employee, such as a diplomat or a member of the armed forces, who is 
working overseas and paid by the Government. 

Your spouse, civil partner, children and/or grandchildren over 18 years old can each open 
an ISA.

You cannot hold an ISA jointly with, or on behalf of, anyone else.

   Equities (World)    +5.1%

   Bonds (World)    +1.8%

   Cash (World)    +0.8%

Real Return
(i.e. after inflation)

Source: Credit Suisse Global Investment Returns Sourcebook 2017
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SCM Direct Invests in Exchange Traded Funds (ETFs) - what 
are they?
Exchange Traded Funds (ETFs) combine the benefits of investment funds but with significant 
additional advantages. They are investment funds that trade on a stock exchange e.g. the 
London Stock Exchange, and aim to track the performance of a specific index (like the 
FTSE 100) in order to deliver the same return as that index, less fees. ETFs afford investors 
the best of both worlds - access to a portfolio of companies (shares), bonds or other asset 
types (such as commodities or property) as with many investment funds, BUT can be 
bought and sold on a stock exchange, like a share.

Many ETFs offer the following key advantages:

In view of the efficiency, cost effectiveness and transparency offered by these modern 
instruments, it is no wonder that since the launch of the first ETF in Canada in 1993 and 
the first European ETF in 2001, the ETF market has grown phenomenally. According to the 
independent research house ETFGI, the global Exchange Traded Product (ETP) market, 
which is principally made up by ETFs, was worth US$3.4 trillion at the end of December 
2016, with 6,625 available on 65 stock exchanges across the world.

Cost 
Effectiveness

Significantly lower costs than other types of investment funds. And unlike 
UK shares, there is no 0.5% stamp duty paid on buying or selling ETFs

Efficiency and 
Liquidity

They are easy to buy or sell throughout the day. Many of the leading 
ETFs are extremely liquid and can be bought and sold with a very small 
difference between their buying and selling prices, known as the ‘spread’

Transparency Most ETFs provide full daily visibility as to exactly which securities are 
held and exactly how much is invested in each

Extensive 
Choice

ETFs cover most major regions, countries and sectors of equities market. 
There is also an extensive choice of fixed income ETFs and many other 
asset categories available ranging from property, private equity, and 
commodities to even hedge funds

Diversification Due to their wide diversification, ETFs can enable investors to spread 
the risk of individual companies, entire sectors or even whole countries. 
However, they can never fully mitigate against market risks. For example, 
an ETF with an international focus might be subject to a currency risk 
whilst an emerging market ETF might be subject to a liquidity risk 
associated with less liquid securities or markets

“My advice to the trustee could not be simpler: put 10% of the cash in short-
term government bonds and 90% in a very low-cost S&P 500 index fund/ETF“ 
Warren Buffet

The investment guru Warren Buffet’s instructions to the Trustees of 
his Estate, post his death 

Source: 2013 letter to shareholders 



Three SCM Core GBP Portfolios - as at end of December 2016

SCM Bond Reserve Portfolio

Investments within the portfolio: 
100% fixed income and cash

This portfolio is invested in fixed income Exchange Traded Products, typically in a combination of 
developed and emerging corporate and government fixed income products, together with cash
The portfolio is benchmarked against cash

Who should invest? 
A medium risk investor – someone willing to accept some short-term low level of fluctuation in the 
value of their capital and some investment risk in order to increase the chances of achieving a positive 
return 
Normally Medium Risk. 5yrs+ time horizon.

SCM Absolute Return Portfolio

Investments within the portfolio: 
The asset allocation is not fixed but is typically 60% equities, 40% bonds/commodities/cash/other assets

This portfolio is normally invested in a wide spread of Exchange Traded Products and is typically 
invested in a combination of UK and global shares together with investments in bonds and other 
investments
The portfolio is benchmarked against cash

Who should invest? 
A medium risk investor – someone who is confident enough to take risk with the hope that their 
investment grows in the medium to long-term; accepting that the portfolio may have greater volatility 
in the short-term. It would also suit a medium to high risk investor who understands the concept of 
greater risk for long-term reward  
Normally Medium to Higher Risk. 5yrs+ time horizon

SCM Long-Term Return Portfolio

Investments within the portfolio: 
The asset allocation is not fixed but is typically 75% equities, 25% bonds/commodities/cash/other assets

This portfolio is normally invested in a wide spread of Exchange Traded Products and is typically 
invested in a combination of UK and global shares together with investments in bonds and other 
investments
The portfolio is benchmarked against the UK Retail Prices Index

Who should invest? 
A medium to high risk investor – someone who is confident enough to take risk in the hope that their 
investment grows in the medium to long-term. They accept that the portfolio may have greater volatility 
in the short-term and understand the concept of greater risk for long-term reward  
Normally Medium to Higher Risk. 5yrs+ time horizon
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Three SCM Blended GBP Portfolios - as at end of December 2016

SCM 50/50 Bond Reserve / Absolute Return Portfolio

Investments within the portfolio: 
The asset allocation is not fixed but is typically 30% equities, 70% bonds/commodities/cash/other assets

This portfolio is a 50 / 50 blended portfolio of the SCM Bond Reserve Portfolio and the SCM Absolute 
Return Portfolio invested purely in Exchange Traded Products
The portfolio is benchmarked against cash

Who should invest? 
A low to medium risk investor – someone willing to accept some short-term low level of fluctuation 
in the value of their capital and some investment risk in order to increase the chances of achieving a 
positive return 
Normally Medium Risk. 3yrs+ time horizon.

SCM 50/50 Bond Reserve / Long-Term Return Portfolio

Investments within the portfolio: 
The asset allocation is not fixed but is typically 35% equities, 65% bonds/commodities/cash/other assets

This portfolio is a 50/50 blended portfolio of the SCM Bond Reserve Portfolio and the SCM Long-Term 
Return Portfolio and is invested purely in Exchange Traded Products
The portfolio is benchmarked against cash

Who should invest? 
A medium risk investor – someone who is confident enough to take risk with the hope that their 
investment grows in the medium to long-term; accepting that the portfolio may have greater volatility 
in the short-term. It would also suit a medium to high risk investor who understands the concept of 
greater risk for long-term reward  
Normally Medium to Higher Risk. 5yrs+ time horizon

SCM 50/50 Absolute Return / Long-Term Return Portfolio

Investments within the portfolio: 
The asset allocation is not fixed but is typically 65% equities, 35% bonds/commodities/cash/other assets

This portfolio is a 50/50 blend of the SCM Absolute Return Portfolio and the SCM Long Term Portfolio 
and is invested purely in Exchange Traded Products
The portfolio is benchmarked against the UK Retail Prices Index

Who should invest? 
A medium to high risk investor – someone who is confident enough to take risk in the hope that their 
investment grows in the medium to long-term; accepting that the portfolio may have greater volatility 
in the short-term. It would also suit a medium to high risk investor who understands the concept of 
greater risk for long-term reward  
Normally Medium to Higher Risk. 5yrs+ time horizon
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What are the costs and charges associated with an SCM 
Direct ISA?

There is no fee for the ISA wrapper. The costs are associated with the SCM investment 
portfolio you choose to have inside the wrapper. 

At the present time, SCM Direct is the only investment manager that is 100% transparent 
on all fees at all levels, shown in one Total Cost of Investing number; updated on our 
monthly factsheets.

Can I switch my existing ISA to SCM Direct?

You can transfer your ISA to a SCM Direct stocks and shares ISA whenever you want - we 
accept partial transfers of an ISA subject to our £15,000 minimum investment being met. 

You cannot transfer your ISA by closing it and opening a new stocks and shares ISA with 
us. Your existing ISA manager cannot stop you transferring, but they may make you pay a 
charge, or make a charge for selling your existing ISA investments as we only accept cash. 
You may want to consider this before transferring your ISA.

The ISA rules allow you to transfer between stocks and shares ISAs and cash ISAs as you 
wish, meaning subscriptions can either be transferred to another ISA of the same type or 
to an ISA of the other type.

If you want to transfer the money you have put into your ISA in the current tax year, you 
must transfer all of it. You can transfer all of the money you put into your ISA in earlier 
years or only some of it, if you wish.

* All fees are updated monthly on our SCM Direct portfolio factsheets
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How many ISAs can I have?

There are limits on the number of ISA accounts you can subscribe to each tax year.  
You can only put money into one cash ISA and one stocks and shares ISA.

But in different years, you could choose to save with different managers. There are no 
limits on the number of different ISAs you can hold over time.

SCM Direct only offers stocks and shares ISAs.

How much can I put into my ISA?

Each tax year you can put money into one of each kind of ISA. The tax year runs from the 
6th of April to 5th of April.

The ISA allowance for the 2017/2018 tax year is £20,000.

What are the tax benefits of an ISA?

You pay no tax on any of the income you receive from your ISA savings and investments. 
This includes dividends, interest and bonuses. An ISA investor cannot claim the tax credit, 
which is attached to a dividend. 

You pay no tax on capital gains arising on your ISA investments (losses on ISA investments 
cannot be allowed for Capital Gains Tax purposes against capital gains outside your ISA).

You can take your money out at any time without losing tax relief.

You do not have to declare income and capital gains from ISA savings and investments or 
even tell your tax office that you have an ISA.

What happens if I die?

Your ISA will end on the date of your death. There will be no tax to pay on income or 
capital gains up to that date, but your personal representatives will have to account 
for tax on any income or gains arising after your death. SCM Direct will both sell the 
investments and pay the proceeds to your personal representatives (or a beneficiary of 
your estate), or transfer the investments directly into their hands subject to the necessary 
legal documents being received.
 
ISA investments form part of your estate for Inheritance Tax purposes.

7



What happens if I go abroad?

You can only subscribe to an ISA if you are resident in the UK for tax purposes (ask your 
Tax Office if you are in any doubt about this). 

Crown employees, such as diplomats or members of the armed forces, who are working 
overseas and paid by the government, are eligible to subscribe to an ISA. Their spouses or 
civil partners can also subscribe to an ISA. 

If you open an ISA in the UK and then go abroad, you cannot continue putting money into 
the ISA (unless you are a Crown employee working overseas or the spouse or civil partner 
of a Crown employee working overseas) after you cease to be UK resident. However, you 
can keep your ISA and you will still get tax relief on investments held in the ISA. When you 
return and become UK resident again, you can start putting money in again (subject to the 
normal annual limits).

What if I pay too much money into my ISAs?

If, by mistake, you put too much money into your ISAs the excess payments are invalid, 
and you are not entitled to any tax relief on income from investments purchased with the 
excess payments.

What if I want to take my money out?

You can take your money out at any time, without losing any tax benefits you have already 
built up.

If you take money out, any that you put back later will count against your ISA annual 
subscription limit in the year that you re-invest your money.

What happens to any income from my investments within 
the SCM Direct Stocks & Shares ISA?

The income and growth from your ISA investment is reinvested into your particular 
portfolio.

8



What if I have a complaint about an SCM Direct stocks 
and shares ISA?

The first step is to take it up with us via enquiries@scmdirect.com and we will endeavour 
to help you. If you are not happy with the answer you get, you can take the matter up with 
the Financial Ombudsman Service. The Ombudsman Service aims to resolve individual 
disputes between consumers and financial firms. It is free for consumers and is an 
informal alternative to the courts. You can contact the Ombudsman Service by phone on 
Tel 0845 080 1800 (calls are charged at local rates) or on the Ombudsman Service website.

Further help and advice

You can also find further information about ISAs at http://www.hmrc.gov.uk/isa/  
It gives basic information about types of ISA and how much can be saved each tax year.

If you have any general questions about the tax rules for ISAs, you can call the HMRC 
Individual Savings Account Helpline: 0300 200 3312 

Opening hours 
8.00 am to 8.00 pm, Monday to Friday 
8.00 am to 4.00 pm Saturday
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50 Most Influential 
Private Asset Manager

Campaigner of the Year 
Gina Miller

Political & Public life 
Awards 2017

UK Long-Term Return Fund of the Year

UK Leading Fund Management firm of the Year

UK Game Changers of the Year (FM)
Alan and Gina Miller

Transparency Champions

Inspirational Women Innovators
Gina Miller

Fund Manager of the Year

Best Long-Term Returns

Most Innovative Fund Management Firm UK

UK Game Changers of the Year (FM)
Alan and Gina Miller

UK Long-Term Return Fund of the Year

City Champions 
Alan and Gina Miller for Moral Leadership

WINNERS 2017

WINNERS 2016

WINNERS 2015

WINNERS 2014

AWARDS

SCM Investment Manager of the Year



Important Notices and Risk Warnings

This document is provided for information and does not constitute professional advice. It provides 
information in summary form and does not purport to contain all relevant information about the 
matters discussed. It does not offer tax advice. Not all Exchange Traded Funds are suitable for 
all investors. You should not act upon any of the information contained in this document without 
obtaining specific professional advice. Please note that nothing in this document should be 
interpreted as financial advice.

This document has been prepared in good faith. The information contained in it has come from 
sources that we believe to be reliable but we have not independently verified this information. 
No representation or warranty (express or otherwise) is given as to the accuracy or completeness 
of the information contained in this document and SCM Private LLP and its employees accept 
no liability for the consequences of acting or not acting solely upon the information contained in 
this document. Opinions expressed in this publication are solely the opinions of SCM Private LLP.  
All expressions of opinion are subject to change without notice. This document is intended for UK 
residents only. It may not be reproduced or distributed in any format without the written consent 
of SCM Private LLP.

Investing in Exchange Traded Funds may expose the investor to a number of risks, some of which 
are specific to Exchange Traded Funds and some of which are general investment risks. The value 
of investments and the income from them can go down as well as up and you may not recover the 
amount of your original investment. The sterling value of overseas investments, and the income 
from them, will fluctuate as a result of currency movements. Past performance is not necessarily 
a good indication of likely future performance. The tax treatment of investments depends on each 
investor’s individual circumstances and is subject to changes in tax legislation.

www.scmdirect.com

The value of investments can go down as well as up and investors may not recover the 
amount of their original investment

SCM Direct is a trading name of SCM Private LLP which is authorised and regulated 
by the Financial Conduct Authority to conduct investment business.  

Company registered in England and Wales, no. OC342778.

2 Eaton Gate, Westminster, London SW1W 9BJ
020 7838 8650

enquiries@scmdirect.com


