
Investing in UK Gilts 
to pay school fees

John is a 50-year-old lawyer with twin sons who are 
entering a private secondary school next year. He is 
structuring his finances in preparation for the 
significant annual school fees of £70,000 over the 
next five years. John is subject to additional tax rate 
on his investments. 

John’s tailor-made investment portfolio is composed 
of five UK gilts with maturities spanning from 2024 to 
2028. These instruments are carefully selected to 
provide John with a consistent annual cashflow 
throughout his investment timeframe. Since capital 
gains on the gilt are not subject to capital gains tax,  
we have carefully selected the gilt issuances with  
the lowest coupon rates and the highest capital gains, 
so that the tax impact on John is minimised.

Case study

Cashflow analysis of John’s gilt investment portfolio

   Gilt 0.125% 
(Maturity 2024) 
22%

   Gilt 0.25% 
(Maturity 2025) 
21%

   Gilt 0.125% 
(Maturity 2026) 
20%

   Gilt 0.375% 
(Maturity 2026) 
19%

   Gilt 0.125% 
(Maturity 2028) 
18%

*For gilts this is the total rate of return you will receive after all interest (coupon) payments and the original principal is repaid and so 
assumes you buy and hold the gilt until it matures. If you sell before the maturity date you may be subject to mark-to-market losses.  

Data as at 26/09/2023; Return figures indicated above are net of taxes but gross of management fees.

Instrument Maturity Annual interest rate* Investment size
Return of capital at  
bond maturity date

Treasury Gilt 0.125% 31/01/2024 4.94% £70,000 £71,225

Treasury Gilt 0.25% 31/01/2025 4.68% £67,000 £71,140

Treasury Gilt 0.125% 31/01/2026 4.32% £65,000 £71,665

Treasury Gilt 0.375% 22/10/2026 4.34% £63,000 £71,066

Treasury Gilt 0.125% 31/01/2028 4.20% £60,000 £71,539

Total   £325,000 £356,636

John’s gilt investment portfolio  
with initial size of £325,000



Important information

Investors should be aware that the price of investments and the income from them can go down as well as up and that neither is 
guaranteed. Past performance is not a reliable indicator of future results. Investors may not get back the amount invested. 

The information in this document does not constitute advice or a recommendation for any product and you should not 
make any investment decisions on the basis of it. While the information in this document has been prepared carefully, Brooks 
Macdonald gives no warranty as to the accuracy or completeness of the information. Tax treatment depends on individual 
circumstances and may be subject to change in the future. Brooks Macdonald does not provide tax advice and independent 
professional advice should be sought. 

Brooks Macdonald is a trading name of Brooks Macdonald Group plc used by various companies in the Brooks Macdonald group 
of companies. Brooks Macdonald Group plc is registered in England No 04402058. Registered office: 21 Lombard Street, London, 
EC3V 9AH.Brooks Macdonald Asset Management Limited is authorised and regulated by the Financial Conduct Authority. 
Registered in England No 03417519. Registered office: 21 Lombard Street, London, EC3V 9AH.

More information about the Brooks Macdonald Group can be found at www.brooksmacdonald.com. 

If you have any other questions, contact your Brooks Macdonald representative

1023-031


