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LEWIS: Hello.  In today’s programme, the Bank of England and four 

other central banks are providing £50 billion to try to unblock the world’s economy.  

We discuss if it will work and how it might affect our finances.  We also debate this 

week’s predictions on house prices.  Anyone selling a house or flat now needs a 

Home Information Pack, but what do they cost?  Bob Howard’s been investigating. 

 

HOWARD: We’ve found changing estate agents if you’ve been offered a 

free or discounted pack can prove to be an expensive business. 

 

BROADHEAD: We’re seeing these things about free HIPs, but, as we all 

know, there’s no such thing as a free lunch.  The cost does have to be borne 

somewhere.  

 

LEWIS: And is the bank branch back?  Abbey says it will open 300 

more starting in 2009. 

 

But we start with the extraordinary decision by the Bank of England, with four other 

central banks in America, Canada, Europe and Switzerland, to lend commercial banks 

a total of £50 billion.  That’s £10 billion in each of the areas.  It’s to try to ease what 

has become known as the “credit crunch”, the gumming up of the world economy 

because high street and investment banks are not lending money to each other; or, if 

they are, only at a very high price.  But will this unprecedented move work?  A 
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question I put to the BBC’s Business Editor Robert Peston. 

 

PESTON: The money market interest rates have come down a bit.  They 

haven’t come down as much as the central banks would like.  There is still a large gap 

between the rates that banks are prepared to lend to each other at - and that is frankly 

the important rate when it comes to determine the price that all of us pay for credit 

and for loans - there’s still a large gap between that rate and the policy rates of the 

various central banks such as the Bank of England base rate.  So the central banks 

would hope that over the coming weeks that gap between the two will widen; that 

essentially interest rates that we all pay will ultimately come down.  They’ve come 

down a bit, but, as I say, not as much as the banks would like. 

 

LEWIS: Is this then a bit of a sign of desperation?  I mean the Bank of 

England cut interest rates the week before last; the Federal Reserve cut them this last 

week.  That’s really had no effect on the rates banks charge each other, so now 

they’ve decided they’ve got to make this $100 billion available.  Is it a sign that 

they’re no longer in control? 

 

PESTON: Well we are living through really very strange and worrying 

times.  There is plenty of evidence that central banks’ control over the economy, 

influence over the economy is not what it is has been, as you point out Paul.  Their 

normal mechanism, as it were, for controlling inflation, which is the way that they 

adjust interest rates, hasn’t really been working properly because despite the fact that 

they brought down their official rates, you know the rates in money markets haven’t 

followed.  They’ve now come down a bit as a result of this coordinated action, but 

there’s definitely… you know the central banks definitely want them to fall further.  

And the important point here is that there’s a very real fear on the part of the central 

banks that unless they can bring these interest rates down, you know world economic 

growth will slow down, possibly even tip into recession.  The other very worrying 

thing for central banks is that there is a limit to how much they can bring down 

interest rates in the current climate because what they don’t plainly want is to bring 

them down to the extent that you know we get a great surge in inflation. 

 

LEWIS: We’re getting a sort of glimpse, aren’t we, into the way the 
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sort of world financial mechanism works that most people hadn’t got a clue about a 

few months ago?  To bring it home to people though, what impact could this move 

have on the availability of mortgages or borrowing here and the price we have to pay?  

Will it really help resolve those problems? 

 

PESTON: On the margin it will help a little bit to bring down mortgage 

rates a little, a tiny little bit.  Now the fear frankly is that unless these money market 

rates come down, the further expected cuts in base rates will not be matched by cuts 

in the mortgage rate.  Most of the banks have said to me that if the Bank of England 

were to cut another quarter, you know another quarter in one month and another 

quarter you know after that, the chances of them matching those cuts is very slim 

indeed in the current circumstances.  So you know the reality is that unless the central 

banks crack this problem of the fact that money market rates are much higher than the 

base rate, consumers - people who want to buy houses, people who want loans - I’m 

afraid are going to have to reconcile themselves to paying much higher rates than they 

would do otherwise. 

 

LEWIS: Robert Peston.  And with me is Howard Wheeldon, senior 

strategist at the interbank dealers BGC Partners.  Howard Wheeldon, how strange and 

worrying are these signs? 

 

WHEELDON: They are unprecedented in modern day times.  You’ve got to 

go back to 1974 and the fringe bank crisis, I think, to find anything that comes 

anywhere near.  And it boils down to a lack of confidence and a lack of trust, 

particularly on the part of the commercial banks, and that is what the concerted effort 

by the Bank of England and the four other central governments are trying to address. 

 

LEWIS: This is a lack of trust of each other; they won’t borrow or lend 

from each other because of that lack of trust?  

 

WHEELDON: That’s absolutely right.  There are many banks of course that 

are sitting on vast hoards of cash, but they are concerned about lending to their fellow 

banks because they are not certain about the true capital value and asset values that 

those banks actually are sitting on. 
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LEWIS: But if the central banks start lending money and the Bank of 

England’s going to offer £10 billion on Tuesday, that’s taxpayers’ money ultimately.  

Is it being put at risk? 

 

WHEELDON: No, not at all, because the Bank of England insures that each 

and every bank that might take up that facility has a mass of collateral, so there are no 

worries on that score at all. 

 

LEWIS: Now the bank has offered loans before - I think in September.  

No-one came to the door for them because they were afraid that the press would say 

ah that bank’s in trouble.  Is that going to happen this year? 

 

WHEELDON: The other factor of course was that the rate that the Bank of 

England was charging, which I remember was 6.75%, was considered extremely high.  

Now we have to wait until Tuesday, in fact Monday, to find out what the Bank of 

England is going to charge in terms of interest rates. 

 

LEWIS: They’ve said it won’t be punitive this time. 

 

WHEELDON: It won’t be punitive.  But you’re quite right in saying that a lot 

of the banks who might have gone in and taken the Bank of England facilities were 

frightened in case their names came out in the fray.  The problem is the city will 

generally find out anyway, so that may be the same case this time. 

 

LEWIS: And is it just though the lack of trust that you mentioned?  

There’s a suggestion by one commentator, Professor Peter Spencer, in the press this 

weekend there are also tougher rules now about how much cash they have to hoard to 

meet their obligations. 

 

WHEELDON: Central banks work… commercial banks work under the 

Basel Two Agreement, which took the original agreement one stage further.  Now in 

an absolute worst case scenario, the government does have the right to actually 

suspend temporarily the Basel Two Agreement.  I think once I’ve seen Peter 
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Spencer’s comments, I think that is a doomsday scenario.  I don’t actually think it is 

necessary. 

 

LEWIS: Now we’re already seeing, and again reports in today’s 

papers, that buy-to-let mortgages are drying up, higher risk mortgages we know have 

started drying up.  Could the banks run out of money before all the customers have 

the mortgages they need when these million plus come on the market? 

 

WHEELDON: They certainly won’t run out of money.  The point is, are they 

prepared to actually lend?  We are seeing, as Paul Tucker, the Director of the Bank of 

England confirmed this week, a great tightening of credit.  I think the buy-to-let 

market is particularly vulnerable because of course the cover is very limited and we 

have to always take into account that house prices will come down through 2008. 

 

LEWIS: And in a word, when will this crisis end? 

 

WHEELDON: I think by the end of 2008 we will be in a much, much better 

position and confidence will have been restored. 

 

LEWIS: We’ll have you back in a year.  Howard Wheeldon, thanks 

very much.   

Well with mortgages harder to get, another survey this week confirms that house 

prices are indeed falling. This time it’s members of the Royal Institution of Chartered 

Surveyors who tell us they’re down in November, the fourth monthly drop in a row in 

their survey.  Nearly six out of 10 surveyors said prices were down.  The housing 

market, the survey says, is at its gloomiest since 1998.  Well I asked Jeremy Leaf at 

the Royal Institution, himself an estate agent, why his members were so gloomy. 

 

LEAF: One bad news story after another has certainly not helped 

confidence or persuading people either to look for property or put their properties on 

the market.  However while underlying economic numbers remain sound and the 

labour market is quite strong, we don’t expect there to be any major falls in prices. 

 

LEWIS: So you’re saying things are bad, but we’re not going to have a 
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crash, as some people have been saying?  Some people told us that on this programme 

a couple of weeks ago.   

 

LEAF: Well of course it’s difficult to generalise because what 

happens in one area is not necessarily in another, but I think employment would have 

to fall very sharply before enough supply entered the market to create you know a 

very significant fall in prices. 

 

LEWIS: Well also with us is Richard Donnell who’s Director of 

Research at Hometrack. They provide housing data to the housing industry.  Richard 

Donnell, you watch the industry.  Where do you see property prices going? 

 

DONNELL: The rate of growth’s going to slow.  We expect prices to be up 

by a percent next year.  I think the big story, and something the RICS survey is 

alluding to and Jeremy’s talking about, is this drop in activity levels.  We expect 

housing… the volume of property sales next year to be down 16%.  And what 

happens is a lot of people just simply don’t need to move and so people are sitting on 

their hands, they’re unsure where interest rates are going and what’s happening in the 

mortgage market. And so what you tend to have when the market slows, you get a big 

drop off in transaction levels but that lack of supply we’re sort of seeing is providing a 

support to prices. So overall prices are likely to rise by 1% next year. 

 

LEWIS: We are seeing a drop in supply. We’re also seeing continuing 

demand though, aren’t we? I mean national statistics says another four and a half 

million people will be in Britain in nine years time, in 2016. They’ve all got to live 

somewhere and at present rates we’re not building anything like enough houses for 

them, are we? 

 

DONNELL: That’s right. The demand pressures for housing are 

significant, but it’s all about what people can afford to pay to get on the housing 

ladder and I think whichever measure of affordability you look at, housing looks fully 

to overvalued. What we see happening is just this very low rate of house price 

inflation, falling interest rates, rising incomes, will slowly sort of unwind some of the 

affordability pressures we’ve seen build up over the last 12 months. 
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LEWIS: And, Jeremy Leaf, is there a sense, do you think, that your 

members decide, in a way, what properties are worth? Is everyone still talking the 

market up when really what we should be doing is letting property fall to the level it 

should be so people could afford it? 

 

LEAF: No, we are seeing much more realism in the market. There’s 

no question that supply and demand are much more in balance than they were and 

where people actually want to sell property, then they are having to adjust their asking 

prices particularly. And there’s no doubt as well that other people are looking at it as 

an opportunity. Affordability levels have improved. With interest rates coming down 

and not so much competition, it’s allowing first time buyers and those aspirational 

buyers perhaps who want to go up to the next level in an area or a type of property to 

come into the market. But we have to say as well, unfortunately, that while prices are 

not rising, it’s not going to encourage, going back to your last point Paul, builders to 

start new projects. 

 

LEWIS: And Richard Donnell, what about the regional differences? 

Where do you think house prices are going to go up and where go down over the next 

year? 

 

DONNELL: There’s not going to be a huge difference between regions 

when it comes to house price inflation. We expect some small falls in some regions 

and places like London and the South East rising by sort of only 1½%. So it’s going 

to be sub-regionally really. It’s going to be looking at the differences between areas 

that are sort of new build hot spots where there might be lot of new supply coming on, 

second home markets might perform differently. But equally you know there’ll be 

still strong demand for family housing that’s accessible and probably near good 

schools, so a big difference. 

 

LEWIS: Richard Donell from Hometrack and Jeremy Leaf from RICS.   

Whatever the price of the home you want to sell, from now on you will need to 

commission a Home Information Pack before it goes on the market. As we’ve 

discussed before, the pack shows your home’s energy efficiency and local searches.  
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But what will it cost and will that price be made clear?  Bob Howard reports. 

 

HOWARD: Paul, there’s been so much uncertainty over the introduction 

of Home Information Packs that some of their details, like exactly how much they 

should cost and how you pay for them, haven’t perhaps yet been the subject of great 

scrutiny. Some estate agents offer you the chance to pay upfront. Some say you can 

pay when you’ve sold. And some boast if you sell through them, your pack is free or 

at least heavily subsidised. Money Box listener Graham from Reading was offered a 

HIP for about £200 if he agreed to give one agent the sole rights to sell his house. But 

when he asked what would happen if he wanted to change agents, he was told he’d 

have to pay again.   

 

GRAHAM: It was suggested that another £300 to £400 would be added to 

the price I’d already paid, which actually means that the HIP wouldn’t be mine. If I 

did change agent, I would expect to be able to take it with me and offer the same HIP 

through another agent. 

 

HOWARD: So if Graham had signed up and then changed agent, he’d 

have had to have paid up to a £400 HIP withdrawal fee. I asked Paul Broadhead from 

the pack revivers group, AHIPP, if he thought these fees were justified. 

 

BROADHEAD: Because it’s not defined in regulation who owns the HIP, it 

seems to be typically that who’s paid for the HIP owns the HIP now. The regulations 

say that you can move that along to another agent as well, but clearly if the estate 

agent that you’re not using any more has paid for that, he’ll want reimbursing for that. 

We see these things about free HIPs, but, as we all know, there’s no such thing as a 

free lunch.  The cost does have to be borne somewhere. 

 

HOWARD: Estate agents clearly incur costs when they put together a 

pack, but how much are they justified in charging you for it if you later take your 

custom elsewhere? A trading standards officer confirmed to me they can charge what 

they like as long as they clearly tell you in advance. Peter Bolton King from the 

National Association of Estate Agents says fees are fine but they should be 

proportionate and his members shouldn’t be making a profit. 
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BOLTON KING: There is nothing wrong intrinsically with having a withdrawal 

charge providing that is clearly set out at the start and the parties fully understand it. I 

think where we would have a problem is if that withdrawal charge said I’m going to 

charge you £600, £700 when the HIP itself perhaps has only cost £300.   

 

HOWARD: The problem is there are no rules or regulations to determine 

the price of a pack. So far most sellers appear to be being charged between £300 and 

£400 for a freehold property. But in our listener Graham’s case, the estate agent 

quoted him around £300 to £400 on top of the £200 he’d already paid. Money Box 

contacted major estate agents to see who else charged withdrawal fees. On Thursday 

Townends told us they charge customers £500, which reflected the costs the firm had 

incurred in putting the pack together, but they were also looking at offering different 

ways to sellers to pay for a HIP.  Peter Ford is one of Townends’ regional directors. 

 

FORD: We haven’t received any complaints with regard to the HIPs 

or that we have a withdrawal fee. We make it very, very clear upon engagement and 

we go through the agency contract and nobody seems to have a problem with that at 

all. We’re not here to profit from HIPs, but we equally need to cover our costs as well. 

 

(Editor’s note: Since transmission, Hamptons International has asked Money Box to 

clarifiy that sellers do not have to sign up for a sole agency agreement for a year to 

be eligible for a free HIP.  The firm says that the one year time period is relevant if 

customers themselves change the terms by withdrawing from Hamptons International 

and going elsewhere or by registering with multiple agents.) 

 

HOWARD: When I spoke to Townends a day later, I was told the £500 fee 

no longer applies and they’re now offering a pack upfront for around £350. Sellers 

who stick with one estate agent through the whole selling process seem to be getting 

the best deals on their packs. Hamptons estate agents offer you a free HIP, but to get it 

you’ve got to sign a one year sole agency agreement.  

 

(Editor’s note: Since transmission, Hamptons International have clarified to Money 

Box that sellers do not have to sign up for a sole agency agreement for a year to be 
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eligible for a free HIP. The one year time period is relevant if customers themselves 

change the terms by withdrawing from Hamptons International and going elsewhere 

or by registering with multiple agents.) 

 

HOWARD: Come out before and typically you’ll pay £400. Connells 

offers one for free, but you’ve got to sign up to their conveyancing service. If you 

change estate agent before you sell, you pay £400 for the pack, but you get that back 

if you stick with the conveyancing service and complete your sale. Another big estate, 

Chancellors, says if you sign a sole agency agreement of between eight and 16 weeks, 

you’re free to walk away with your HIP when the deal expires. James Scott-Lee, the 

Chairman of Chancellors, says market forces will decide which deals survive. 

 

SCOTT-LEE: Agents can charge whatever clients are prepared to pay. The 

services that are well received by the general public will be accepted and those estate 

agents will prosper; and those that aren’t accepted, the estate agents will not prosper 

and either go out of business or have to change their offerings to the general public. 

 

HOWARD: But it seems things are about to get tougher for estate agents 

who are unclear about the structure of their charges. The Estate Agents’ Ombudsman, 

Christopher Hamer, says anyone selling a property whose agent doesn’t list their pack 

as a separate fee in their agency agreement may not have to pay any withdrawal fee at 

all if they change agent.  That’s because they’re only liable to pay when they’ve sold. 

 

HAMER: The commission obviously only becomes due when the 

contracts are exchanged.  If someone decides to disinstruct an agent before a sale, 

who owns the Home Information Pack?  My view is that if it’s been advertised as a 

free pack and the seller’s understanding is based on that, then it has to be a free pack. 

If the agent wants to charge for the pack, then they need to make clear that withdrawal 

fee is made clear to the seller at the outset. 

 

LEWIS: Christopher Hamer ending that report by Bob Howard. And 

you can have your say on HIPs, as many of you already are, on our website: 

bbc.co.uk/moneybox. 

One glimmer of light in the banking gloom this week was the announcement that 



 

11 

Abbey would open 300 new bank branches across the UK. That would increase its 

total branch network by 40% to around 1,000. But Abbey, now owned by the Spanish 

bank Santander, won’t say where the new branches will be and no-one from Abbey 

would come on Money Box to enlighten us. The Campaign for Community Banking 

Services claims that in the last two years more than 700 branches in all banks have 

been closed. The campaign’s director Derek French is in Luton. Derek French, which 

areas are particularly badly affected by branch closures? 

 

FRENCH: Well they tend to be rural areas, the less well off suburban 

areas and inner city deprived areas. 

 

LEWIS: And why do people need them any more though? I mean you 

can get money out of cash machines, if you have cheques you can post them, if you 

want to borrow money you’re probably better off going somewhere else than your 

bank, aren’t you? 

 

FRENCH: Well some people can use them in that way, but the less well 

off, some of the elderly population, disabled population and indeed small businesses 

because 47% of small businesses visit their branch at least once a week, 10% do so 

every day, so they have a very real need. 

 

LEWIS: Right, so people really do need the branch - I mean as you say 

elderly people to get money out because from a cash machine you can only get the 

nearest tenner, can’t you? 

 

FRENCH: Indeed. 

 

LEWIS: If you’ve got £8.58 left, you can’t get it except through the 

bank. So that really is the clientele now? It’s people on pensions and small 

businesses? 

 

 

FRENCH: Yes and those that want to keep their community alive and 

find human interface much better than machines. 
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LEWIS: Ah yes, them as well. (Laughter) Well listening to us in 

London is Lesley McLeod from the British Bankers’ Association. Lesley, why are 

banks busy closing down branches when they are your contact with your customers? 

 

McLEOD: If you have a look at the figures, certainly over the last few 

years there has been a contraction over a slight amount in the branch network. The 

reason tends to be that people no longer choose to go into branches as often and as 

frequently as they used to. Branches themselves are actually only used and busy for 

maybe one to two hours a day where they are used. 

 

LEWIS: People don’t go in them as often, but the people who do go in 

them, as Derek said, really rely on them - small businesses with cash and cheques to 

pay in and people on limited incomes who like to just get that right amount of cash 

out. 

 

McLEOD: The people with the lower incomes, that’s one of the reasons 

the banks have been working with the government on opening basic bank accounts 

where people could either go into a branch or there is operability within the Post 

Office network so people can use their accounts there. 

 

LEWIS: Yes, though those of course are being closed down as well in 

many rural areas, aren’t they? 

 

McLEOD: Certainly the rural branch network is one of the areas where 

there has been some decrease in the branch network. It does reflect, however, that 

most people who live in those areas are either not using the branches during the day 

because they’re not there themselves because they travel to work and the branches are 

simply not needed in the same way. In the last few years we have seen, for example, 

now 60% and upwards of customers prefer to bank online or are using ATM’s. 

 

LEWIS: I’m sure the majority can manage without branches, as I 

suggested in my questions to Derek, but if this is just economics why can’t branches 

be kept open as a loss leader if you like? I mean when I do go into a bank branch, 
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people immediately try to sell me things. Surely that’s a golden opportunity for you? 

 

McLEOD: Certainly branches value the face to face transactions and the 

intercourse with their customers all the time and they seek all the time to open 

branches where there is a demand for them. And typically people want to bank close 

to where they work rather than to where they live. I was brought up in a rural branch 

myself - my dad was a rural branch manager - so I understand the changes that there 

have been in the countryside. 

 

LEWIS: Yes, of course not everyone works of course. Derek French, 

what is the answer to this? 

 

FRENCH: Well the answer to this we’ve been putting to the industry now 

for some years and we re-launched an updated version of it at a House of Commons 

event on 27th November. It’s effectively what we call shared branching and it 

recognises all the things that Lesley has been saying - technology changes, 

behavioural changes – but accepts that the industry has a problem, but there are 

solutions out there. 

 

LEWIS: So that would be one branch, one shop front if you like, but 

there’d be three, four, five banks with counters inside? 

 

FRENCH: No, no, indeed. It would be one counter, it would be mutually 

managed. 

 

LEWIS: I see. 

 

FRENCH: This thing works very well in America. It could work here if 

only the industry would wake up to the fact that they’ve got a problem and there are 

ways of solving it. 

 

LEWIS: Lesley McLeod, why are the banks opposed to that?  It sounds 

sensible. 
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McLEOD: It’s certainly something that the banks are quite keen to look 

at. 

 

LEWIS: But you’ve rejected it for years. 

 

McLEOD: It’s not something which we have managed to get off the 

ground so far. 

 

LEWIS: Okay. 

 

McLEOD: But, as you can see through the network of the ATM system, 

there is interchange there, so you never know. 

 

LEWIS: Well you never know. Thank you Lesley McLeod from the 

British Bankers’ Association, Derek French from Campaign for Community Banking. 

And, Bob, a slight worry about pension and benefit payments over Christmas? 

 

HOWARD: Yes, Paul.  Millions of pensioners and disabled people could 

still face long queues on Christmas Eve to get their pensions and benefits in the Post 

Office despite a last minute concession by the Government. The Department for Work 

and Pensions had said all payments due on Monday, Tuesday or Wednesday could be 

taken out on Christmas Eve, but Post Offices will close at 12.30 that day and don’t 

reopen until Thursday. 

 

LEWIS: And what about the concession you just mentioned? 

 

HOWARD: Well the Department for Work and Pensions has brought 

forward some payments to this Friday, including state pension and widows benefit, 

but it hasn’t moved others, including pension credit and disability living allowance. 

 

LEWIS: Okay, Bob, thanks very much for that. Of course most people 

do use a bank, but I think more than 3 million rely on the Post Office. Full details of 

which benefits will be paid and when will be on the BBC Action Line, which you can 

call on 0800 044 044, and of course on our website, bbc.co.uk/moneybox, where you 
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can download the programme onto your computer or get it sent to you every week for 

your MP3 player and of course have your say, as I said many of you are, on Home 

Information Packs.  I’m here on Monday with Money Box Live at the slightly later 

time of 3.15, this week taking your questions on saving for children. Back with 

Money Box as usual next weekend. Today the reporter was Bob Howard, the 

producer Lesley McAlpine, and I’m Paul Lewis. 


