
An offshore bond is one of a number of different investment structures available to you 
worldwide. By using case studies, this document outlines six key UK tax benefits you can 
enjoy through an offshore bond if you are: 
        a future resident of the UK

        a returning expatriate investor. 

Ensure you contact your financial adviser or tax adviser initially.

Quilter International only sells its products through financial advisers. Please contact either your 
financial adviser or tax adviser in the first instance, with any questions on the contents of this brochure.
The six key tax benefits illustrated in this document using fictional case studies do not apply where 
assets are held individually or on a conventional trading platform. They only apply through an offshore 
portfolio bond.

Six key UK  
tax benefits
Offshore bonds for those  
moving to the UK and  
returning UK expatriates
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However, if the investments are held 
within an offshore bond wrapper, 
liability to either income tax or CGT 
can be deferred, both in the UK and 
a number of other jurisdictions. 
This is known as ‘gross roll up’ or 
‘tax deferral’.
  *    Equities, sovereign and corporate debt should 

not be held within the offshore bond when you 
are a UK resident, in order to avoid an additional 
annual tax charge. Speak to your financial 
adviser for more information.

**   Except for any non-recoverable  
withholding taxes

Key benefits of gross roll up 
     The offshore bond has the 

potential to grow faster than  
an investment that is taxed  
at source.

      Once inside the bond, 
investments are allowed to grow 
virtually tax free** until such time 
as a chargeable event occurs. A 
chargeable event occurs on 
situations such as the death of 
the last life assured, partial 
withdrawals which exceed the 
5% tax deferred allowance, 
maturity or full surrender of  
the bond.

      No limitations apply to the total 
amount you can invest – unlike 
an ISA or pension.

Case study: Rachel
Rachel is a 40 year old UK expatriate 
working in Hong Kong on a short-term 
contract (two to three years). She 
wants to build her wealth for future 
use and has an initial HKD 720,000 to 
invest. She then wants to add to her 
investment with her annual bonuses. 

Because Rachel isn’t sure how long she 
will be in Hong Kong and when she will 
return home to the UK, she wants to 
be sure that her money is invested in  
a tax-efficient, portable offshore 
investment product which is held 
within a developed, secure and highly 
regulated jurisdiction. Her adviser 
recommends an offshore bond from 
Quilter International as an ideal 
solution because it is portable, flexible, 
benefits from gross roll up and is held 
in a secure offshore environment.

1. Gross roll up
Individually held investments (such as equities, sovereign and corporate debt*, OEICs, property 
funds, and unit trusts) can generate interest in their own right. However, they are subject to 
immediate taxation in most countries where you, as an expatriate investor or future resident 
of the UK, may live. These investments may also be subject to taxation when they are sold, in a 
similar way to capital gains tax (CGT) liability in the UK. 

Benefits of a Quilter  
International offshore bond
Quilter International provides offshore and cross-border investment solutions for both 
expatriate and local investors across the world. Our investment solutions are designed to be  
tax-efficient and flexible so you can tailor them to suit your individual financial needs and goals.

As well as a number of potential tax advantages, our offshore portfolio bond range offers:

Diversification; our offshore bonds can hold a wide range of financial assets.

The option to transfer your existing assets* into your bond, as well as cash premiums. 

The buying power of Quilter plc (which Quilter International is part of) means that assets can often be purchased 
at significantly discounted terms.

An award-winning online service through our Wealth Interactive system, which minimises paperwork and makes  
it easy to manage your investment online. 

* Subject to our acceptance



Alternatively you can withdraw less than 
5% for a longer period, for example,  
4% each policy year for 25 years. 

Also, if you decide not to make any 
withdrawals within a policy year, or 
take less than 5%, your unused 5% tax 
deferred allowance can be rolled 
forwards, so that you don’t lose it.  
The following case study illustrates 
how this works.

Scenario A
He’s made no withdrawals during his two years abroad. He does not want to take 
the 15% unused allowance of £30,000 and wants to consider the options for 
regular fixed withdrawals.

He has a number of withdrawal options to choose from with the benefit  
of no immediate tax charge which could include:
    £10,000 per annum (5% of £200,000) for the next 20 years; or

    £8,000 per annum (4% of £200,000) for the next 25 years; or

    £6,000 per annum (3% of £200,000) for the next 33 years etc.

Scenario B 
He chose to cash in his investment in June 2018 before returning to the 
UK and reinvest at a higher level of £300,000 in October 2018. This would 
mean that:

     the 5% tax deferred withdrawal would then be based on the premium paid  
to the new bond (in October 2018)

     his 10% unused allowance would no longer apply

    he may be liable to early surrender charges for cashing in his bond

     the 20 year period starts again and he should take note of taxes applying  
in his country of residence.

Case study: Neil
Neil is a 35 year old UK expatriate 
based in Singapore who invests 
£200,000 on 1 February 2017. He 
returns to the UK two years later, in 
March 2019, and requires a regular 
income from his investment. 

2. Tax-efficient withdrawals
You can withdraw 5% of the initial premium and any additional premium each policy year  
for 20 years with no immediate UK income tax charge.

for the next 
20 years

for the next 
25 years

for the next 
33 years

4%
of £200,000

5%
of £200,000

3%
of £200,000



* The calculation is surrender value less premium paid where there have been no withdrawals. 

 In this situation, the 
following benefits will apply:
    No UK income or capital 

gains tax charge is payable by 
you as the original investor 
(the assignor) at the time  
of assignment.

     Future UK income tax is 
charged at the new owner’s 
tax rate (if any). Therefore, 
the overall UK tax payable 
can be reduced or mitigated 
if the policy is assigned as a 
gift to a non-taxpayer, for 
example a non-working 
spouse/partner or a child/
grandchild of the assignor. 

Any top-ups you make to your  
bond, whether as a resident or 
non-resident, will be deemed to be 
additional investments made at the 
start of the contract. 

£100,000 (gain) x 365 (days as UK resident) = £10,000

          3650 days policy in force

Case study: Tom
Tom is 55 years old and lived in Spain for 15 years. Ten years ago he invested 
£100,000 into an offshore bond. He’s now back in the UK and one year after his 
return, he decides to surrender the bond for the new value of £200,000.

His investment gain is £100,000* but only a portion of the gain is assessed for 
tax purposes, which is calculated as follows: 

Case study: George and Olivia
George invests £100,000 into an offshore bond (made up of 100 policies) whilst 
working overseas in Hong Kong. His investment grows to £150,000 and he then 
decides to assign one tenth or 10 policies to his granddaughter Olivia, who is 
studying at university in the UK. Olivia decides to surrender her 10 policies to 
pay for her university fees. As a non-tax payer, she’s not liable to pay tax on the 
‘chargeable gain’ of £5,000 (calculated* as £150,000/10 = £15,000 - £10,000 
(original investment) = £5,000) as it’s within her personal income tax allowance.

In fact, as a student with no other income, the tax allowance that can be used 
before any tax is payable is up to £18,500 in 2020/21. This is made up of the 
personal allowance of £12,500, the starting rate income tax band of £5,000,  
and personal savings allowance of £1,000.

3. Gift assignment
If you invest in an offshore bond, you can choose to gift the bond by assigning ownership  
to a third party. 

4. Time apportionment
If you spend part of your time living outside the UK (as a non-resident for tax purposes),  
any gain and consequently any tax due on this gain, when you return to the UK will be  
reduced based on the time you’ve owned your bond whilst not resident in the UK. 



Top slicing relief can help to reduce or 
remove this liability, by allowing you to 
slice your gain by the number of 
complete policy years that you have 
been resident in the UK.

      providing you with asset 
protection benefits

      reducing or eliminating your 
UK inheritance tax liabilities

      assisting with generation 
planning, especially in 
situations with complicated 
family structures

       removing the need for 
probate, meaning money can 
be paid to beneficiaries 
quickly and confidentially 
when you die.

Case study: Jessica
Jessica is looking to wind down as she reaches retirement and has recently sold 
a portion of her firm. She is worried about UK inheritance tax (IHT) and also 
wants a fixed income for life. She has already used her pension and ISA 
allowances and decides to set up an offshore bond to be held in a discounted 
gift trust. This has the potential to reduce her IHT bill whilst allowing her to 
receive regular withdrawals to supplement her income. 

Jessica was worried to learn that a close friend had lost his personal savings 
when his company failed. She was therefore pleased to learn that a possible 
added benefit of a trust is that this may offer some protection if her business 
gets into financial difficulty. 

Case study: Glenn
Glenn and his wife had been living in Hong Kong for twelve years. Ten years ago,  
he invested £200,000 in an Quilter International portfolio bond. They returned  
to the UK five years ago to retire and Glenn has decided to surrender his bond, 
receiving £270,000.

His ‘chargeable gain’ is £70,000**. However, this is reduced to £35,000 after  
time apportionment is applied (see case study 4 for further information on  
how this applies). 

To calculate whether or not the higher tax bracket will apply to him, he simply needs 
to divide the chargeable gain (which is reduced by time apportionment relief) by the 
number of complete policy years whilst he has been UK resident (£35,000/5 years) 
– meaning a £7,000 gain per year of investment (also known as a ‘sliced gain’). 

Having a total annual income of £28,000 (other income) + £7,000 (sliced gain)  
= £35,000, which means he does not move into the higher rate tax bracket.  
Therefore, £7,000 tax would be payable (20% (UK basic rate tax) of £35,000). 
**This is calculated as surrender value less premium paid where there have been no withdrawals. 

5. Top slicing tax relief
Whenever you decide to surrender your bond, the growth of your investment may mean that 
even after time apportionment relief (as described in case study 4) you still become either a 
higher rate or additional rate taxpayer.

6. Trusts
Placing a portfolio bond in trust offers you a number of potential benefits by:
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To learn more about the benefits of investing in an 
Quilter International offshore bond, please speak to  
your financial adviser or visit our website,  
www.quilterinternational.com.

Please note: the case studies in this document are fictional 
and used purely to illustrate possible real-life scenarios.

The value of investments can go down as well as up and you 
may get back less than you invested.

The information provided in this document is not intended  
to offer advice. It is based on Quilter International’s 
interpretation of the relevant law as at November 2020 and 
while we believe that this is correct, we cannot guarantee it.

The value of any tax relief will depend on the investor’s 
individual circumstances.

While every effort has been made to ensure the accuracy  
of this document, we do not give tax or legal advice and can 
accept no responsibility for any act, or failure to act, based  
on its content.


