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“Unprecedented savings activity and the anticipation of tax
rises offer opportunities for ISAs to regain some of their

lost appeal. The ISA savings habit has proved to be
enduring among existing holders, which highlights the

importance of attracting young people to the product early
on.”

– Irene Salazar, Senior Financial Services Analyst

This report looks at the following areas:

• The impact of COVID-19 on the ISA market in the UK.
• Recent and expected savings activity, including likely ISA actions and behaviours.
• Reasons for not owning an ISA, interest in different types and likelihood to open one.
• Perceptions of different types of providers.
• Opportunities and threats arising from COVID-19.

In Q2 2020, the household savings ratio skyrocketed to an all-time high of 29.1% of disposable
incomes. This compares to an average of just 7.2% for the previous five years.

Despite the unprecedented threat to jobs and the economy, the vast majority of people have seen their
outgoings reduce dramatically since the crisis began as opportunities to spend have been severely
restricted. However, the impact of the outbreak on savings is being felt very differently across
demographic groups. Those who are already in a relatively healthy financial position are more likely to
say they are adding to their savings.

‘Accidental savers’, with reduced expenditure due to lockdowns and ongoing restrictions, have not
necessarily put saved money into savings accounts or specific individual savings account (ISA)
products. A lot of this money has remained parked within easy reach in current accounts. Looking
forward, ultra-low interest rates will continue to hinder the appeal of dedicated savings accounts, while
the tax-related benefits of ISAs have been negated for the vast majority of savers since the
introduction of the Personal Savings Allowance in 2016.

However, the ‘ISA habit’ has endured among existing holders, which hints at the importance of
attracting new and young savers to the product. The looming prospect of major tax or even pensions
reforms to stabilise public finances can provide a renewed focus on the tax efficiency of ISAs. Similarly,
the Lifetime ISA (LISA), despite a difficult start, has the potential to become a popular product during
the recovery phase as the government strives to support first-time buyers and people saving for
retirement.
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Figure 47: Likelihood of opening an ISA, by age, September 2020
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Figure 52: Total value of contributions into any ISA product during the 2018/19 and 2019/20 tax years, and expected value of
contributions during the 2020/21 tax year, August 2019 and September 2020

…with individual contributions expected to remain fairly similar
Figure 53: Expected value of contributions into any ISA product in 2020/21, by reported value of contributions in 2019/20, September
2020
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