
What are Collective Investment 
Schemes (CIS)?

This is the collective way of describing pooled 
investments such as unit trusts and Open-Ended 
Investment Companies (OEICs). 

Unit trusts and OEICs are ways for investors 
to gain access to a diversified portfolio of 
investments which they would not otherwise 
have enough funds to achieve.

Both work in a similar way but have different 
structures. With a unit trust the investor buys 
units in the fund whereas an OEIC is established 
as a company and the investor buys shares in the 
company. 

Since OEICs were introduced in 1996, they have 
now become the most common way of investing 
in collective investments for mainstream 
investors, with Unit Trusts now far less common.

What do OEICs and Unit Trusts invest in?
• Shares

• Government Debt

• Corporate Debt

• Other financial instruments such as derivatives 
and hedge funds

www.carpenterbox.com /wealth

• Commodities

• Commercial property

In addition, some offshore bonds can hold small 
foreign currency deposits, but you cannot ’invest’ 
in currency for speculative purposes.

Who can invest in Collective 
Investments?

• Individuals over the age of 18, there is 
no maximum age limit

• You can invest individually or jointly

• Investors can be UK resident or non-
resident; however, there may be 
provider restrictions on investments 
made by non-UK resident individuals 
and US citizens may not be able to 
invest

• Trustees

• Limited companies
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Main features of CIS

The fund is established with certain objectives 
and uses investor funds to buy assets such as 
shares, corporate and government debt, and other 
financial instruments which fit that objective. 
For example, if you have a fund with a simple 
objective to invest in European shares, you would 
expect the assets to be mostly invested in the 
Shares of European companies.

The value of the shares (or units) depends on 
the value of the underlying investments divided 
between the number of shares or units in issue.

OEICs and unit trusts are both open-ended 
investments. If large numbers of investors 
are leaving the fund the shares or units will be 
cancelled. If the fund is growing, new shares or 
units will be created.

Investors benefit by being able to have small 
amounts invested in many different underlying 
assets. This increases the diversification 
investors can achieve when compared to buying 
shares directly, which means that investors are 
exposed to less risk as the impact of the value of 
one underlying investment fallin in value is shared 
amongst all investors and only represents a small 
portion of each investor’s overall investments.

You can encash your investment at any time 
and can usually receive your money within 
approximately five working days. However, 
Collective Investments should be long-term 
investments and you should not consider 
investing for less than five years.

It may take longer to encash some investments 
For example, property investments can 
sometimes impose restrictions on investors 
leaving the fund due to the time needed to realise 
the underlying assets.

Most funds deal daily but some may deal weekly, 
monthly, or over a different period. This means 
that it could take longer to receive your money

Some funds are geared towards capital growth 
and so have accumulation shares/units. These 
funds will automatically reinvest the income 
generated by the underlying investments within 
the fund.
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Funds with an objective to produce an income 
will offer income shares/units. These shares will 
pay the income to investors at regular intervals 
via distributions. Individual investors can choose 
to have this income automatically reinvested in 
the fund.

Tax treatment for UK resident personal 
investors

Income received will be subject to UK income 
Tax. Dividends received in excess of the dividend 
allowance will be potentially subject to UK 
Income Tax at the rate applicable to the individual 
investor.

Interest received in excess of the individual’s 
Personal Savings Allowance (if applicable) will be 
potentially subject to UK Income Tax at the rate 
applicable to the individual Investor.

Where investments are held jointly by two or 
more investors the income will usually be divided 
equally between them.

Investment (capital) gains realised on the 
disposal of an investment are subject to Capital 
Gains Tax (CGT). Gains realised within an 
individual’s CGT exemption will not incur a tax 
charge. Investment income and taxable capital 
gains should be disclosed on the investor’s Self-
Assessment Tax Return if one is required. If you 
do not complete a Self-Assessment tax return 
you should take advice about whether or not one 
needs to be completed.

The gift of an investment is a disposal for tax 
purposes. However, the taxation of any gain 
is deferred on a gift between spouses or civil 
partners (any existing gain is transferred over to 
the receiving spouse and not assessed for tax 
until the receiving spouse disposes of the asset).

Different tax treatment will apply to non-resident 
investors, trustees, charities and companies.
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Investing via a wrap or platform

A wrap or platform is a way of electronically 
holding all your investments in different funds 
together in one place. 

Whilst it is possible to hold investments directly 
with the individual fund providers, most investors 
find investing via a platform more convenient as 
it cuts down on paperwork and makes switching 
funds much easier. However, the fund platform 
provider will charge for providing these services.

Some fund platforms offer a basic service with 
limited funds available for a lower cost, whereas 
other platforms will offer an almost unlimited 
range of investments and may charge more.

Collective investments are a long-term investment.  The fund value may fluctuate and can go down.

This represents our understanding of law and HM Revenue & Customs practice as at 3 June 2019. The 
Financial Conduct Authority does not regulate tax planning.

Want to find out more?
T: 01903 534587
E: wealth@carpenterbox.com
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Death of an investor

A joint investment passes automatically into the 
ownership of the surviving owner on first death 
and the investment can continue. 

The investments do not need to be sold on the 
death of the last surviving investor. The executors 
can choose whether to sell the investments and 
distribute cash or to transfer the investments into 
the names of the beneficiaries of the estate.

Capital gains tax is not chargeable on any capital 
gains accrued within an investment at the date 
of death – the gains up to the date of death are 
effectively wiped out and, if the asset is passed 
to a beneficiary, they are only responsible for any 
gain since the date of death when they dispose of 
the investment.


