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THE ATTACHED TRANSCRIPT WAS TYPED FROM A RECORDING AND NOT COPIED 

FROM AN ORIGINAL SCRIPT.  BECAUSE OF THE RISK OF MISHEARING AND THE 

DIFFICULTY IN SOME CASES OF IDENTIFYING INDIVIDUAL SPEAKERS, THE BBC 

CANNOT VOUCH FOR ITS COMPLETE ACCURACY. 

 

“FILE ON 4” 

 

Transmission:  Tuesday 29th June 2010 

Repeat:  Sunday 4th July 2010 

 

Producer:  Ian Muir-Cochrane 

Reporter:  Morland Sanders 

Editor:   David Ross 

 

ACTUALITY OF FACTORY NOISE 

 

SANDERS: On Tonight’s File on 4, as the G20 agrees a deadline 

ensuring banks bolster their balance sheets, we ask how realistic is it for the new Business 

Secretary to expect our lenders to provide more credit to British companies. 

You’re asking the banks to achieve the impossible here, aren’t you? 

 

CABLE: No, we’re not asking them to do the impossible.  

Banks have got to be safe.  But we also want them to lend to the productive sector of the 

economy.  It’s a difficult trick to manage, we fully acknowledge that. 

 

SANDERS: We speak to the entrepreneurs who claim the banks 

they bailed out are still making offers so unattractive no one would sign up for them.   

 

KUTLUOLU: Our bank manager came back and said, ‘Well, we can 

lend you £2 million but you need to put £2 million into a savings account with us first and 

then we can lend that to you.’ 

 

SANDERS: Hang on a second. So they said they would lend you 

£2 million, but only if you gave them £2 million first? 
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KUTLUOLU: Correct.  I was entirely dumbfounded.  In what world 

is that ever going to work? 

 

SANDERS: And we ask the bankers to defend the deals they’re 

offering. 

If you were looking for a mortgage, would you sign up to that deal with those conditions? 

 

IBBOTSON: It’s probably wrong to talk about a specific deal.  The 

important thing is that we are supporting as many businesses as we can. 

 

SIGNATURE TUNE 

 

MURRAY: The hardest day of my life and the saddest day of my 

life was when I came back from the solicitors, which is walking distance from my factory, 

and I had to go there and sign the forms and the contract to sell the factory.  It should have 

been a ten minute job, but I was in there two hours, because I couldn’t bring myself to sign 

it.   

 

 SANDERS: For Harry Murray, it was the end of twenty years of 

business. He started his joinery firm during the last recession, and the company expanded to 

the point where he was working seven days a week and employing thirty-four staff. From a 

unit in a Staffordshire residential street, they designed and crafted staircases that graced 

homes from Carlisle to Cardiff. Yet on the 23rd of February this year, the last lorry load of 

smoothed oak and pine drove away from HMS Joinery.  

 

MURRAY: I stood outside my factory and was as close to tears as 

I’ll ever be.  I had to go back into the factory and tell everybody what happened.  We had to 

make everybody redundant.  It’s very very heartrending. 

 

 SANDERS: There’s absolutely no doubt that Mr Murray was 

affected by the brutal and immediate downturn in the housing market. Fewer houses under 

construction means fewer pieces of English oak on the saw bench at Harry’s place. 
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SANDERS cont: It’s a point Harry Murray concedes, although he 

doesn’t blame the industry slowdown for closing his business, he blames his bank – RBS. 

 

MURRAY:  It came to a point where they stopped my overdraft 

and they kept paying direct debits out of it and then counter charging us because there wasn’t 

enough money in the bank to cover it, even though we tried to say, ‘Look, can you not give 

us a bit of breathing space?’  And as time went on, I couldn’t get any response back from the 

bank that they were going to help me whatsoever.  It came to the point where the bank did 

send in a liquidator and his report went in on one afternoon; on the same afternoon they 

froze all my assets, froze everything. I had to sell the factory and we paid the bank every 

single penny back I owed them. 

 

SANDERS: The bank looked at this business.  It was in a declining 

sector, you were defaulting on payments.  As far as they were concerned this wasn’t a viable 

operation. 

 

MURRAY:  I wasn’t asking for a fortune.  All I wanted was 

another three or four months.  I was asking for a bit of grace, a bit of help. 

 

SANDERS: What makes Harry Murray particularly vexed is that, 

despite his problems, he claims he had a full order book - orders that he was convinced 

would be delivered on time and that he would be paid for. Unlike the bank, Mr Murray says 

he always knew that his business was viable, and he does have some rather tangible 

supporting evidence. 

 

ACTUALITY OUTSIDE FACTORY 

 

 SANDERS:  I’m now outside that very factory that Harry Murray 

used to own. It’s a mainly single storey building, that’s the factory, and then you have a red 

brick two storey office block, but it seems to be a thriving business.  I can see trucks being 

loaded up with finished materials.  Look through the window there, I can see joiners hard at 

work, and the whole factory floor is covered in wood shavings. 

Harry Murray is operating from the same factory, with the same products and the same 

customers, all just a few months after the bank said this business wasn’t viable. 
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MURRAY: We’re just walking into the main factory now.  Over 

there, that’s the NC machine, that cuts all our stairs out.  And then it will be transferred over 

there where they’ll be assembled into staircases.  Then over that side we have very specialist 

stuff over there.  We do, like, circular work … 

 

SANDERS: How many people do you employ now? 

 

MURRAY: Twenty two.  Some of the lads start at six o clock in 

the morning and stay till half past six at night, because luckily that’s how it’s gone. 

 

SANDERS: When the business went bankrupt, Mr Murray was no 

longer allowed to be a director and he now is employed as a consultant by his daughter, who 

runs the operation after renting back the factory from its new owner. They began by 

financing themselves through credit cards and staff initially working for free. 

 

MURRAY: These are a list of the jobs that are ongoing at the 

moment.  We get orders in every single day. 

 

SANDERS: Mr Murray showed me evidence of the firm’s current 

work load.  He expects to make a healthy profit this year.  According to him, this is proof 

that if the bank had stood by him, they would've got their money, Harry Murray would still 

own his factory and thirty-four people would not have lost their jobs. 

 

MURRAY: I did show the bank that I had contracts in the 

pipeline.  Even the big house-builders came down to see me, had a tour of the factory and 

they gave me the contracts.  If they’d just had an ounce of trust in businesses, it could be a 

completely different story now. We still would have been with the same bank, RBS.  In fact, 

the comment I had from the bank manager before all this happened, he said to me, ‘We don’t 

want to lose you as a customer, you are a good customer and we make money out of you.’  I 

said, ‘Well, why’s all this happening then?’  On those words there was no answer.  If they 

can be bailed out on a scale like that, why can’t they just help a small business like myself? 

  .  

SANDERS: The evidence is stark - lending to small businesses has 

almost halved over the last couple of years.  Latest figures from the British Banking 
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SANDERS cont:  Association illustrate the significance of the reduction 

in finance. The monthly average lending to small firms is £566 million this year - down from 

£991 million in 2008. It’s a figure that worries the new Government. Vince Cable is the 

Business Secretary and he is adamant that lending must increase to Small and Medium Sized 

Enterprises or SMEs. 

 

CABLE: This is potentially one of the big problems that could 

stop the British economy recovering, because the banks which were rescued by the taxpayer 

have become highly conservative in their lending practices.  Now this is not entirely their 

fault.  It’s partly because the government regulator, the FSA, has told them to hold more 

capital and so they can’t use that capital for lending.  I intend to deal with this.  George 

Osborne and I are going to be meeting the banks very soon, making it absolutely clear to 

them that we expect the banks to play a role in Britain’s recovery, they are after all 

dependent on the taxpayer, and then we’ll be moving towards one-to-one discussions with 

individual banks in terms of what they can and should be doing. 

 

SANDERS: Why do you put so much emphasis on the SME 

sector? 

 

CABLE: Because if we’re going to get growth in the British 

economy, all the evidence shows that where the jobs will be created is in the small, medium-

sized company area.  You know, the multinationals are very important to the UK economy, 

but actually they don’t collectively create much employment.  We’re going to be pulling 

back the public sector, everybody knows that’s happening, that’s going to happen, and the 

growth is going to come in employment from small, medium-sized companies.  So they’ve 

got to have the means to grow. 

 

SANDERS: The means to grow, according to business, is fairly 

priced, easily accessible finance. But we’ve been hearing anecdotal evidence that some 

lenders are saying yes to UK entrepreneurs for credit, but then  loading offers with high set 

up fees, expensive clauses or pernicious interest rates.  T find out more we’ve come to 

Bedfordshire. 
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ACTUALITY IN LUTON 

 

SANDERS: Almost in between the budget airline 737s and the 

swish executive jets, on the very edge of Luton Airport’s final approach, sits an anonymous 

grey warehouse.  It used to be part of the Vauxhall Motors plant, but now this unit represents 

fresh hope for the area through the current tenants – a company called 2K Manufacturing.  

This one building combines what many would see as the prerequisites for the future of 

British manufacturing. According to Omer Kutluolu, the company’s MD, the product is 

reusable, it prevents the felling of far flung forest and it is made from something we all 

throw away every day. 

 

KUTLUOLU: Over here we’re looking at a bale of waste plastic.  

There’s a toothbrush sticking out of it, there’s some cans, some expanded foam polystyrene.  

This is your green box stuff at home. 

 

SANDERS: 2K have taken this material that councils are desperate 

to be rid of and  turned it into a product that they are convinced will be used in homes and 

factories the world over - a recycled alternative to the tens of millions of sheets of plywood 

used every year.  By December, Omer Kutluolu expects to employ seventy-two people in 

this factory. 

 

KUTLUOLU: The factory at the moment, as you see it, is about the 

size of a Premiership football pitch, so we’ve got our production line where it runs into a 

moulding process and effectively forming into a plywood equivalent product, an 8 foot by 4 

foot board, and then out through the doors. 

 

SANDERS: Lots of space here as well – how busy will you be in 

the next six to twelve months? 

 

KUTLUOLU: It’s going to have four main production lines and the 

factory will be completely full to the rafters. 

 

SANDERS: Once Mr Kutluoulu had tied down the rights for the 

production process, he went about securing finance. It came in the form of £9 million from 
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SANDERS cont: venture capitalists and £500,000 of public money from 

the East of England Development Agency.  He needed a little extra cash to run alongside this 

£9.5 million investment so he went to his bank - RBS. 

 

KUTLUOLU: We were looking for £2 million in asset financing.  

Our bank manager came back and said, ‘Well, we can lend you £2 million, but you need to 

put £2 million into an escrow account, a savings account effectively, with us first and then 

we can lend that to you.’   

 

SANDERS: Hang on a second.  So they said they would lend you 

£2 million, but only if you gave them £2 million first? 

 

KUTLUOLU: Correct, that’s what the manager sat in our office and 

said.  I was entirely dumbfounded.  I said, ‘Well, how does that work?’ and he said, ‘Well, 

we’ll pay you interest on it.’  And I thought, okay, well maybe that’s an interest-driven 

game.  What will you pay me?  And he said, ‘Well, we’ll pay you I think half a percent.’  I 

said, ‘Great – and out of interest, what will you lend my own money back to me at?’ and he 

said, ‘Well, 3.75%.’  At which point I said, ‘Well, I don’t have £2 million, but if I did, I’d 

put it in a bank account, you pay me half a percent and then you lend me my own money 

back at 3.75%.  In what world is that ever going to work?’ 

 

SANDERS: Is there some sophisticated financial tool or tax break 

here that I’m struggling to get my head around? 

 

KUTLUOLU: No.  He said, ‘Well, you’ve got to understand, it’s 

about credit risk.’ 

 

SANDERS: Aren’t they in a tricky position?  They’re desperately 

trying to protect their balance sheets and therefore our money, you’re a relatively young 

company and they saw this as too much of a risk? 

 

KUTLUOLU: We raised money from two different venture capital.  

They have very very rigorous risk assessment procedures.  Furthermore we also took money 

from the East of England Development Agency.  Again we were fully risk assessed on that 
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KUTLUOLU cont: profile.  That grant was about one-eighth of their 

annual budget.  So is this about us being uncreditworthy or is this about them being closed 

for business?  The fact of the matter is – and this is the important point and this is what needs 

to be said – the banking system is the oil which greases the engine of manufacturing of 

industry.  When they just switch off the taps, it’s like suddenly removing all the oil from the 

engine of your car. 

 

SANDERS: 2K Manufacturing eventually got their extra funding, 

but from a European bank.  Three hundred miles north from Omer Kutluolu’s factory are 

those who made the decision about that £2 million for £2 million offer. 

 

ACTUALITY IN EDINBURGH 

 

SANDERS: I’m outside the world headquarters of the Royal Bank 

of Scotland.  It’s a large complex, a hundred acres in fact, on the outskirts of Edinburgh.  It’s 

a large, glass-fronted building. There are perfectly manicured lawns, tree-lined avenues.  I 

can see a chap over there sweeping up leaves.  It looks more akin to a university campus – 

and a very well funded university campus at that.   

This £350 million HQ was all funded before the taxpayer prop-up, but I was keen to ask 

RBS if they were playing fair with some of those Britons who’d bailed them out a few years 

earlier.  Peter Ibbotson is the bank’s small business chairman.  I started by asking him to 

justify the arithmetic in the deal offered to 2K Manufacturing. 

 

IBBOTSON: It’s quite wrong of me to delve into specific instances.  

What I can say is that we have logged and assessed the proposition very carefully and we 

believe the decisions that we made were the right decisions, and they were the right 

decisions not only for the bank, but also for the taxpayer, who is the 84% investor into the 

Royal Bank of Scotland group.  So sometimes we get it wrong, and we accept that and I’m 

certainly aware that in 2K Manufacturing they received support, and I wished the company 

well in their future.  But at the time when that proposition was given to us, we believed we 

made the right decision. 

 

SANDERS: So you’re not denying any of the details within that 

deal?  That is correct, is it? 

Comment [m1]: SHORT 
VERSION OF PTC 



 

 

9

IBBOTSON: Well, what I won’t do is get into the specific details of 

the company.  I know the company, you know the company, and it’s right we should 

recognise that company, and I’m pleased that they’ve been able to get finance elsewhere.  

But the important thing is that we believe that we made the right decision at that time.  We 

gave it a full assessment and we think we did the right thing for the taxpayer. 

 

SANDERS: Under what circumstances do you think the customer 

would say, ‘Hey, that’s a good deal.  This is a publicly owned bank looking after me here.  

I’ll sign up for that.’ 

 

IBBOTSON: Well, each business case we look at is different.  Th3 

4.5 million businesses up and down the country are different.  We look at each in an 

individual way and we believe we do the right thing by each of those businesses – and we 

need to.  It’s right that we provide the right advice to businesses.  If we don’t believe they 

can service their facilities or are looking at it in the wrong way, we need to say that. 

 

SANDERS: What do you say about the case of Harry Murray, a 

joiner with a full order book, according to him.  You pulled the plug on his credit, saying the 

operation was unviable.  Now he’s back – and I’ve seen this myself – in the same factory, 

expecting a profit in the very same year, turning out the same product.  A mistake? 

 

IBBOTSON: 85% of the time we’re now approving facilities, so 

seventeen out of twenty businesses that come to us for their loans get those loans straightaway.  

Now in the case of Mr Murray, we worked with Mr Murray over many many months, over 

about a year and a half in difficult times, and we got to the position at the end where we felt the 

right thing to do for the bank and for the taxpayer was to work with Mr Murray and work out 

how he could repay the facility.  That was the right decision we made at the time. 

 

SANDERS: But hang on a second, that business was clearly viable.  

It’s still operating.  I’ve seen it.  It’s busy.  They’re employing people. 

 

IBBOTSON: Well, at the time we looked at the business and the 

time we were working with Mr Murray, we had long conversations about the best way 

forward and the right thing to do was what we did. 
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SANDERS: In Scotland, 75% of the corporate banking sector is 

operated by either RBS or HBOS, which is now owned by Lloyds.  Both organisations have 

been significantly helped out by the taxpayer.  RBS alone took £45.5 billion.  There are 

Scottish businesses who feel the banks now have a moral duty to provide finance to smaller 

firms, but instead they’ll tell stories of high set up fees or pricey paperwork. Dr Peter Hughes 

is the Chief Executive of Scottish Engineering, an organisation representing four hundred 

companies, making everything from circuit boards to single malts.  He accuses the banks of 

not playing fair. 

 

HUGHES: A company up in Angus, who were being charged 9% 

and I said to them, ‘Get your bank in and sort them out, because that’s ridiculous.’  So they 

got them in and the bank said, ‘Well, we’ve got to have an independent report on how you’re 

doing, but you’ll have to pay for it.’  So they paid £30,000 and they got a report which, in 

Scottish terms, was what we call ‘total mince’ – in other words it wasn’t very good.  And the 

company blew holes in the report.  The bank said, ‘Oh, you’re probably right, we’d better do 

another one.’  So they did another one – ‘Oh, and you’ll pay for it.’  £40,000 later they got a 

second report which vindicated the company in the first place.  Okay, so what happened?  

They got their overdraft facility reduced to 3.5% over base, but it’s cost them £70,000 to do 

so.  Now that’s just daft.  And the banks can scream as much as they like about how 

wonderful they’re being to help companies and saying that companies are not taking up the 

money.  Vince Cable got it right in Westminster just recently, when he said the banks were 

raising the bar.  When you raise the bar to such a high level, certain folks stop jumping, and 

that’s why the uptake is not as good as it should be, and that’s why banks are able to say, 

‘Oh well, businesses are not coming to us for money.’  They’re not coming because you’re 

screwing them, guys, that’s why they’re not coming. 

 

SANDERS: Banks may say that the cost of borrowing money for 

them has become more expensive, therefore they have to get some way of bolstering their 

balance sheets and making sure their risk is minimised.  That means the customer, the 

Scottish engineering firm paying more. 

 

HUGHES: They can say that all they like, but they are the guys 

that got us into trouble in the first place, so why should we pay to bail them out? They are 

now publicly owned, they have got a duty to do something responsible and reasonable to 
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HUGHES cont: help to stimulate the economy.  They are not 

stimulating the economy if their main goal is to address their own balance sheets, and that’s 

what driving them – their own balance sheets, and, dare I say it?  Their own bonuses.  

 

SANDERS: For the record, RBS paid £1.3 billion worth of 

bonuses in relation to its performance last year when it announced losses of £3.6 billion.   

Both RBS and Lloyds announced earlier this year they had missed their Government-set 

cumulative lending target to business of £27 billion, which was due to be met by February 

this year.  Now Vince Cable is promising to redouble the Government’s efforts to get the 

banks to finance small businesses more readily and has accused them of raising the bar too 

high. So what’s he going to do different to the previous administration? 

 

CABLE: There are already agreements with the banks, with 

certainly the semi-nationalised banks – RBS and Lloyds.  They’re agreements which have 

been reached with them, which have some legal force.  They’re not due to run out for some 

time.  Problem is, of course, they haven’t observed those agreements, they haven’t been able 

to meet them, and the question is how we can give them more teeth.  Well, also, how we can 

get more information.  I mean, the whole process is very opaque and what we want to do 

under this Government is to make the banks report much more accurately what they are 

doing, what kind of conditions they demand from their customers. 

 

SANDERS: Can you guarantee that you will use legal measures to 

force the banks to meet their lending requirements, that there will be a full legal sanction if 

they choose to dodge this target or miss the target? 

 

CABLE: I can’t at this stage guarantee anything, because we’re 

going into a negotiating process with them.  What matters to me more is that we get the right 

outcome. 

 

SANDERS: But I don’t see what’s different to the previous 

administration.  We’re going to ask them to lend a bit more, and if they don’t I think SMEs 

would like to know that you will follow through on punishment if they don’t meet this target. 
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CABLE: Well, I think what SMEs want to know is that they’re 

going to get credit on reasonable terms.  I mean, that’s what they want.  I think we’re mixing 

up means and ends here.  What’s important is that we get the right end.  We want capital 

flowing into the real economy.  How we deliver that, mixture of sticks and carrots. 

 

SANDERS: What are the sticks?  Tell me the sticks on the table. 

 

CABLE: Well, the sticks are potentially agreements which have 

legal force.  It’s the way in which the regulator uses the requirements to the banks to hold 

capital, which is crucial in terms of bank businesses, and it relates to tax policy. 

 

SANDERS: I still don’t understand, in concrete terms, how you’re 

going to achieve that. 

 

CABLE: Well, it is tricky and there’s no silver bullet here.  

There’s no single mechanical formula. 

 

SANDERS: And the comments made to File on 4 from RBS small 

business chairman Peter Ibbotson seem to suggest that whatever target Vince Cable comes 

up with, and whatever sticks and carrots he puts in place, they may not end up meeting it. 

 

IBBOTSON: It’s absolutely right we have a target and the target 

that we have this year, that’s been agreed with the Government, is to support businesses to 

the extent of £50 billion. 

 

SANDERS: It’s only relevant if you meet it. 

 

IBBOTSON: The important thing is that we don’t focus on a target 

and if businesses don’t want to borrow, force them to borrow.  Or if we believe that by 

lending to a business we will lose the money.  That’s the wrong thing to do for the business, 

that’s the wrong thing to do for our investors.  The important thing is that we are there and 

open for business, and that’s what we are. 
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SANDERS: But the Government is saying exactly that.  You must 

focus on this target, you must meet this target. 

 

IBBOTSON: And I think it’s healthy to have something to aim at, 

and the Government and the bank have exactly the same objective, which is to help as many 

businesses as we possibly can. 

 

SANDERS: Are you going to aim for that target or are you going 

to guarantee to me here today that you will reach that target this year? 

 

IBBOTSON: Well, we have exactly the same objective as the 

Government, and that’s to help as many businesses as we possibly can.  It is healthy to have 

a target to aim at, but it’s the wrong thing to do for business to force businesses to borrow if 

they don’t want to borrow. 

 

SANDERS: So Vince Cable is wrong on that point, is he? 

 

IBBOTSON: It is quite the wrong thing to do for the taxpayer to 

lend money that we won’t get back.  But Vince Cable is absolutely right to set a target, and 

we are right as a bank to aim for a target.  But the important thing is, we are both there 

together, trying to support as many businesses as we can. 

 

SANDERS: The other part nationalised bank, Lloyds, also paint a 

picture of an institution very much open for business.  In a statement, they said: 

 

READER IN STUDIO: We are playing an active part in the UK’s economic 

recovery and are committed to helping customers through these challenging times. As a 

predominantly UK bank, the vast majority of our lending is taking place in this country. We 

have already committed to provide £67 billion gross new lending to businesses and 

homeowners in the twelve months to March 2011.  This includes £44 billion gross new 

business lending. 

 

SANDERS: But does that depend which business you’re in? 

The Confederation of British Industry, while understanding banks are in troubled times, 
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SANDERS cont: accuses the lenders of dismissing entire sectors of 

industry and that means, they say, perfectly good companies are being turned down for 

desperately needed finance, not on the merit of their individual business case, but purely 

down to how the bank perceives that entire sector. Russel Griggs is the chairman of the 

CBI’s SME council.  

 

GRIGGS:  Some of the things they’ve not done well, for 

example, is take very black and white approaches to certain sectors.  So, for example, just 

after a recession, when you know that construction and retail were all seen as areas that were 

going to be under pressure, they were all down-rated, so if you ran a perfectly good 

construction company that was doing well and had orders and was coming forward, it 

became very difficult to get money because the whole sector had been downgraded.  So I 

think one of the things the banks need to do is go back to evaluating businesses on a one to 

one basis, rather than making big sectoral judgements over them. 

 

SANDERS: There are genuine, viable, profitable businesses that 

are being turned down for finance requests purely because of the sector? 

 

GRIGGS: Yes. There were some very black and white decisions 

made, which probably weren’t useful to anybody and definitely not useful to the business 

that was affected by them. 

 

ACTUALITY WITH JASPAL MINHAS 

 

SANDERS: Jaspal Minhas is a Leicestershire entrepreneur who 

believes he was a sector victim.  Mr Minhas runs a successful electronics company, but in 

late 2008 he saw a business opportunity he thought was too good to turn down. He found a 

new build property which was going to be kitted out as a state of the art dialysis centre.  The 

final rental customer would be the NHS. He was convinced the bank would support him in 

this opportunity with such a stable, long-term tenant. 

 

MINHAS: First call was my own bank, HSBC.  We’ve got a 

premises here, the customer was NHS end of the day, a 21 year lease.  The company who 
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MINHAS cont: was taking it over, which is a Dutch company, they 

were actually spending about £1.5 million on refurbishing it to the standard that was required 

for the dialysis unit.  We thought it was an extremely good deal. 

 

SANDERS: How much cash were you looking for and what were 

the terms of their offer? 

 

MINHAS: The interest rate, between 5.5% and 6%.  We were 

looking for anything between sort of £500,000 to £750,000 but the problem is that now the 

banks have suddenly changed the goalposts, that they might lend you the money over fifteen 

years, but they will renew every five years, so that means you pay the setting up fee, which 

could be tens of thousands of pounds, every five years.  And also they can withdraw at any 

time. 

 

SANDERS: I guess HSBC would say it costs us more to borrow 

money now on the international markets and therefore the rate to you, the borrower, has also 

risen.  That’s just simple economics. 

 

MINHAS: It’s not costing them anywhere near that sort of 

money.  And also they’re charging quite hefty fees every five years to renegotiate the terms. 

You know, that’s where the problem is.  That indicates that they’re not looking to do 

business in the property market.  The banks are changing the rules to suit them.  They’re 

changing the condition of the playing field to suit them.  Where’s the customer, you know, 

relationship gone and where’s the support from the bank gone?  I’m working with these 

people, I’m making money for them.  Everything that they do for me they charge me for and, 

you know, where do I go for support? 

 

SANDERS: Well Mr Minhas, with business proposition in hand 

went on the hunt for another bank, and he found a lending institution more than happy to do 

business.  But the bank putting its faith into a British entrepreneur and the British property 

sector was not from our shores, but from Sweden. 
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SANDERS: I’d say it’s only a couple of hundred of metres away 

from Leicester city centre and there’s a rather sedate looking, low rise office block. One of 

the tenants here is Handlesbanken, a Scandinavian financial institution that served its first 

customer way back in 1871.  Now they have more than eighty branches across the UK.  

Jaspal Minhas was offered a deal from them at around 3.5% and with, in his words, 

reasonable set up fees.  According to Tracey Davidson, who’s the MD of Handelsbanken’s 

Northern Britain operations, Jaspal Minhas’ proposal was perfectly viable. 

 

DAVIDSON: When my Leicester branch met Jaspal and looked at 

what he wanted to do and why he wanted finance, it was a very good proposition and very 

sound, and a cautious proposition, because above all Handelsbanken is actually a cautious 

bank.  We don’t take undue risks with both our customers’ money and our own.  He was able 

to sit down in a room with the bank managers from the branch, with his advisors, and talk 

about what he needed, how it was going to work and what his plans were for the future.  In 

seeing a very good and solid transaction, the branches were delighted to be able to support 

him and are building what I hope to be a long term relationship with this customer going 

forward. 

 

SANDERS: In a statement to File on 4, HSBC says Mr Minhas 

didn’t make a formal application for a loan. They deny a blanket bank on lending.  And they 

say they always assess applications on a number of factors, including the appropriate risk as 

well as the financial stability of the company in question. The bank add they are currently 

opening 2,300 new business accounts every week. Handlesbanken say their lending to 

British business increased by 8% over the last year and they’re noticing a rising number of 

SMEs signing up to their products. They boast they’re like a British banks twenty years ago 

in that they allow local managers to make credit decisions. 

 

DAVIDSON: I worked for one of the major high street banks before 

I came to Handelsbanken.  I was there sixteen years.  In my previous bank, credit decisions – 

especially at the small to medium enterprise size – was largely through a computer.  We’d 

input the data, the computer would analyse it and, well, give us a yes or a no almost.  We 

also had some very strict parameters with which we could offer facilities for customers, and 

the opportunity to discuss and debate and to make a human decision as to whether or not we 

should support a business was very lacking. 
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SANDERS: You’re quite happy to mop up here, aren’t you, when 

viable UK companies are being turned down by UK banks, you’re quite happy to step in? 

 

DAVIDSON: Yes, where UK banks are making a mistake in either 

not giving their customers the opportunity to be understood and to have this relationship, 

then that is to our advantage and we’re very happy to be there and help out. 

 

SANDERS: It’s not just Handelsbanken. Belgian, German and 

indeed banks from outside Europe are often seen to be offering better deals than the UK 

lenders.  Vince Cable agrees and would like to see more competition in the business finance 

market. Eric Leenders is an executive director of the British Banking Association, 

representing two hundred financial organisations in the UK. How does he justify not 

matching the deals from foreign banks? 

 

LEENDERS: I don’t think we would necessarily draw a distinction 

between a UK bank and AN Other bank particularly.  I think the issue is whether a business 

can get finance.  If the answer is yes it can and it can get it more cheaply or on better terms 

from a different bank than the one it originally approached then that just shows the benefit of 

shopping around. 

 

SANDERS: But the SMEs don’t see it like that.  The SMEs say 

some of your organisations have had taxpayers’ cash.  You should be offering the best price.  

It shouldn’t be up to a foreign bank to show that faith in a perfectly viable British business. 

 

LEENDERS: Each different bank will have a different perception of 

risk and that’s a commercial consideration that each different bank will take.  If there’s 

competition in the marketplace, that’s what we like to see.  It’s in absolutely nobody’s 

interests for any bank to lend where the proposition isn’t viable.  If that business isn’t viable, 

then it’s very difficult to support with more finance, because actually all that does is add to 

the burden.  Not only is the business struggling to keep going, not only is the business 

struggling to keep staff, but it would also be struggling to make loan repayments. 

 

SANDERS: The banks may have reason to be cautious.  An 

estimated seven out of ten SMEs close within the first ten years of trading and the industry 
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SANDERS cont:  may not feel robust enough to take such punts right 

now.  Potential exposure to the troubled economies of Southern Europe could run into the 

hundreds of billions of pounds, and next year some of the banks are going to have to start 

paying back the £185 billion provided by the taxpayer under the Special Liquidity Scheme.  

Vicky Redwood used to work with the Bank of England on its financial stability review.  

Now she’s a debt analyst at Capital Economics.  She is predicting a troubled couple of years 

for our high street banks. 

 

REDWOOD: Banks have built up their capital bases significantly 

from the depths of the crisis.  I think the problem is that banks are cautious about what’s 

going to happen to their reserves and their capital bases further ahead.  So yes, they might 

look at their capital bases now and think, oh, in theory we could lend more, but what 

happens if unemployment rises further?  What happens if we head back into a double-dip 

recession and we get more business failures and we start to seen bigger loan defaults?  Then 

we’re not going to have the reserves to be able to start lending more to SMEs.  So I think it’s 

understandable why banks are being so cautious. 

 

SANDERS: How precarious a state could the banks be in, looking 

at their exposure to Southern Europe and indeed the fact that they’ve got to start paying cash 

back that’s been lent to them by the UK taxpayer? 

 

REDWOOD: I think the outlook for the banking sector is still pretty 

fragile.  There’s risks to the banks from their lending overseas, particularly obviously to 

some European countries.  But perhaps also mainly just from the UK.  I think we’ve got 

more losses on UK assets yet to come.  Unemployment rises, that’s more households 

defaulting, it’s possible that we’re yet to see more firms defaulting.  So I think banks might 

yet have quite a few losses to take on board and that’s one reason why they’re going to be 

reluctant to lend.  At the same time they’re still very dependent on temporary sources of 

funding from the Bank of England, from the Government, and those sources of funding are 

going to dry up relatively soon, and if banks can’t replace them with more funding from the 

markets then that also is going to be a constraint on their lending. 

 

SANDERS: The Bank Of England acknowledges there are “key 

risks” facing our banks and is directing them to bolster balance sheets.  Yet at the same time 
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SANDERS cont: the Government has announced a special £2 billion 

levy on the banks and is expecting them to lend more to a risky sector - SMEs. Even 

business leaders realise that’s a big ask.  Russel Griggs from the CBI. 

 

GRIGGS: There’s a horrible perversity in this that says at a time 

when you wanted banks to lend more, you also wanted them to become more secure, so that 

means they have to put more away for a rainy day.  And if you hadn’t done that, would there 

be more money available to lend to SMEs?  Yes.  But then you wouldn’t have such secure 

banks for the depositors.  It’s a very easy question and it’s a very complex answer, and I 

think that’s part of the challenge, so there is this terrible tension and dichotomy in this 

situation. 

 

SANDERS: A dichotomy highlighted when leaders at last 

weekend’s G20 summit agreed that banks must further bolster their balance sheets.  All this 

at a time when they may have massive unforeseen calls on their cash provisions.  So one of 

the most difficult and immediate financial balancing acts rests with the man who has been in 

the job for just six weeks - Business Secretary, Vince Cable. 

You’re asking the banks to achieve the impossible here, aren’t you?  You’re saying, bolster 

your balance sheets, can you pay us some special tax at the same time, and by the way, lend 

more to SMEs. 

 

CABLE: No, we’re not asking them to do the impossible.  

There is a trade-off of objectives, as you quite rightly say.  Banks have got to be safe – of 

course they have – and that means having proper reserves.  But we also want them to lend to 

the productive sector of the economy.  It’s a difficult trick to manage, I fully acknowledge 

that, and that’s why the discussions we have with the banks can’t just be done on a simplistic 

line of issuing orders.  You know, we have got to understand that that balance has got to be 

maintained. 

 

SANDERS: The CBI have described your job as a terrible 

dichotomy. 

 

CABLE: Well it is a dichotomy.  I wouldn’t say it’s terrible, but 

certainly I’m conscious that we’re being, there are pulls in different directions and that’s 
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CABLE cont: why I think simply shouting at the banks doesn’t help 

because they are trying to be safe, they are trying to avoid another collapse.  At the same 

time they have to perform a proper role in supporting the productive sector of the economy, 

the real economy, business.  They’ve got to do that.  And how they do it, how we get that 

balance will be absolutely critical to the success of the economy in the next few years. 
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