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LEWIS: Hello. In today’s programme, the Government says it wants money in a 

bank or building society to be safe up to £50,000. But will that stop the queues if a 

bank is at risk? Where there’s no will, is this the way for a widow to get more of her 

late husband’s estate? 

SHINDLER: The widow is actually suing her own children. The present situation’s a 

disaster. It’s finding the remedy that’s the problem. 

LEWIS: More than a million shareholders in Bradford & Bingley and Barclays have 

to decide if they want to buy more shares in the banks. And bad news for those who 

want to buy a home as the Bank of England warns it will be harder to get a mortgage 

in future. 

But first, up to £50,000 cash in a bank or building society may be protected under 

plans published by the Government this week. Ever since people queued up round the 

block last year to get their money out of Northern Rock, the Government has been 

considering how to make us feel safer about our cash deposits. In October, it 

announced that up to £35,000 would be protected. Now it says it will consult on 

raising that limit to £50,000. Treasury Minister Kitty Ussher explained why. 

USSHER: We wanted to send a very strong signal to people out there that practically 

everybody’s money will be insured. And we think that practically everybody’s 

1 
 



 
 

balances are less than £50,000, so the Financial Services Authority will later this year 

consult on raising the limit from the £35,000 that it currently is to £50,000. But I also 

want to say that obviously there are some circumstances where people may choose to 

have higher balances or they may come into some money or perhaps be in the process 

of buying a house where their balances will be temporarily higher than that. I think 

it’s very important that we ensure that there’s an easy way that if people feel that they 

need to insure that amount, that they know how to do it, and so we’ll be consulting on 

that as well. But I have to emphasise that overall the banking proposals are designed 

to ensure that we never actually get to a situation where people should worry about 

whether their money is safe.  

LEWIS: Kitty Ussher. With me is Vera Cottrell, Principal Policy Advisor with the 

consumer organisation Which? Vera Cottrell, many of the people in those famous 

queues at Northern Rock had far more than £50,000 in the bank. Is £50,000 enough? 

COTTRELL: Well we think there are two important issues that haven’t been 

addressed. The first one is what happens to people who have several bank accounts 

with the same bank and get over the limit, and the second one is what happens to 

those temporary balances? The government proposals are actually pushing the 

responsibility onto the consumer. We don’t think this is the way forward. There has to 

be an automatic solution where these higher balances are covered, at least for a 

limited period of time - let’s say two weeks. 

LEWIS: So you’re talking about things, as Kitty Ussher mentioned, if you have a 

deposit for a house or if you’re in the middle of buying and selling a house or maybe 

you inherit some money? It’s in the bank. If something happens in those two weeks, 

you could lose almost all of it. 

COTTRELL: You could lose all of it. And keeping in mind, if you’re buying or 

selling a house, it’s not even your money. You’re still owing it probably to your 

mortgage provider. 

LEWIS: And what is your answer to that? 
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COTTRELL: Well our proposal is that there should actually be a per brand per 

person payout. At the moment, we have it per bank per person, so that would mean if 

you bank with HSBC and First Direct, you can only claim once; under our proposal, 

you would get separate compensation payments. The other proposal is that banks 

should take out insurance cover for higher limits and the consumer would get a two 

week period where they can go over the £50,000 and during that period they would 

either get reduced interest or no interest depending on the amount they have in there. 

And they don’t have to worry, they don’t have to take out insurance, they don’t have 

to buy a commercial insurance product which is overpriced. It just happens 

automatically.  

LEWIS: Right, well listening to that in Brighton is Eric Leenders. He’s Retail 

Director at the British Bankers’ Association. I mean Eric, before coming onto those 

slightly more complicated points, let me ask you first is £50,000 enough? I mean the 

Chancellor suggested it might be £100,000 in September. Would you support that? 

LEENDERS: Well we’ve got £35,000 at the moment and that covers about 96% of 

deposits already. I think going up to £50,000 will only really increase that to about 97 

or so percent. I think what we really need to be concentrating on is first the prevention 

side, so making sure that banks are adequately supervised and that proposals such as a 

special resolution regime are worked through. And then I think we need to think about 

the time it takes to get payments to customers and absolutely clarify whether it’s per 

bank or per brand and make sure that people are aware of that too. 

LEWIS: Well let’s look at this per bank or per brand idea because people may not 

quite understand that. I mean at the moment Clydesdale Bank and Yorkshire Bank 

count as one institution, so you only get £35,000 protected; Bank of Ireland and the 

Post Office; HBOS has six brands. There isn’t even an official list. Are you saying 

that each of those brands should now have the £50,000 limit? 

LEENDERS: Well I’m saying we’re looking into it. I mean to be clear, you can 

understand which brands are covered as separate and it’s licensed deposit takers at the 

FSA, to be clear, so you can get to the detail. But is that really clear enough? 
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LEWIS: Oh come on, I’ve tried to do this Eric. If you try and find a list of licensed 

deposit takers at the FSA … 

LEENDERS: I think I’m agreeing with you. 

LEWIS: Yeah, I think you are. (laughs) 

LEENDERS: We need to make it clearer. I think we’re all agreed on that. And 

whether we land on by brand or by bank, we need to work through. 

LEWIS: So it’s got to be made clear whatever the outcome of the consultation. And 

on this other point - most people, as you say, £50,000 is plenty, but there may be 

those moments in life when you have significantly more than that. Do you accept that 

you, the banks, should make sure that it’s insured for that brief period? 

LEENDERS: Well I think it comes back to the point for those people perhaps if they 

are aware of the extent of the cover that they’ve got, they might want to make 

alternative plans. I think we need to think through some of the proposals that Which? 

have put on the table. I’m not so sure that people would really want to perhaps forfeit 

interest on that money for a period. There’s a lot of detail that needs to be thought 

through, I think. 

LEWIS: Yes. I mean Vera Cottrell, people may not want to forfeit their interest. I 

mean one of the reasons they put money in a bank or building society is just to earn 

that guaranteed interest rather than investing it, isn’t it? 

COTTRELL: Absolutely. I mean you would have to discuss and link the interest 

payment to the amount of money that is actually above the £50,000 limit. But also if 

we go for a per brand per person payout, then it is much easier to actually split the 

amount of money. 

LEWIS: You can split it up. One of the problems though that people certainly raised 
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with us is if they’ve got a mortgage or a loan and savings in the same bank, at the 

moment those are offset, aren’t they? They’re paid net of the loan, so normally they 

get nothing for their savings. 

COTTRELL: That’s correct. You could basically be left financially completely 

illiquid at the moment and this is something we are really concerned about. The 

Government is kind of proposing a move to gross payouts, but there are some big 

question marks, especially over offset mortgages. 

LEWIS: Okay. Well there’s a lot more to discuss and a lot more consultation for the 

Government too this autumn. So thank you both to Vera Cottrell from Which? and 

Eric Leenders from the British Bankers’ Association.    

Now who inherits your property if you die without leaving a will? Many couples think 

their spouse will get everything automatically, but they won’t. In England and Wales 

husbands, wives and civil partners normally inherit only part of the estate - £125,000 

if they have children, slightly more if they have parents or siblings alive. The amounts 

haven’t changed for nearly 15 years and this week one young widow is reported to be 

suing her own small children to try to get more. Some surviving parents say the law 

could force them to sell the family home to pay the inheritance tax. Geoffrey Shindler 

is President of the Society of Trust and Estate Practitioners. He explained how the law 

applies to a widowed parent with children. 

SHINDLER: The widow would receive £125,000 or the first £125,000 because some 

estates are very small and don’t get beyond that, but the rest is divided into two equal 

parts. From one part, the widow is entitled to the income, the interest for the rest of 

her life; and the other half belongs immediately to the children. Now if the children 

are under age of course, they can’t get it, so it’s held in trust for them until they’re 18. 

The children are not exempt from inheritance tax, so the children’s half share actually 

has to pay approximately 40% inheritance tax.  

LEWIS: Why is it only £125,000? That sounds very little in today’s terms. 
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SHINDLER: It is very little. The last time it was amended was on 1st December 

1993, so it’s already 15 years nearly out of date. It wasn’t a particularly large figure 

even in 1993 terms. It’s been out of date in the sense that it doesn’t reflect economic 

reality for decades.  

LEWIS: How much confusion is there about this among the public? 

SHINDLER: There’s a huge amount of confusion. There’s a confusion that the 

widow gets everything. She simply doesn’t unless there’s less than £125,000 to go 

around. 

LEWIS: What can people do about it? If they do get £125,0000 and they’re used to a 

much higher standard of living or they don’t want all this money in trust for children, 

is there any legal way they can challenge it? 

SHINDLER: The only legal way which they can challenge it is to apply to the court 

under an Act of Parliament called the Inheritance Provision for Family and 

Dependents Act and it enables a widow - or a widower - to apply to the court if she’s 

not had reasonable provision made for her in either the will or the intestacy. And she 

can go to the court and say it’s not reasonable that I have been left with £125,000 only 

and income from the other half. I ought to have more. But the difficulty of course is 

that the widow is actually suing her own children. They are the people, to the extent 

that the widow gets more capital - and that’s what most people are interested in, not 

the income rights - to the extent she gets a penny piece, the children get less. So she is 

actually pitted against her own children. 

LEWIS: In practice, how common is it? I mean do you have cases like this? 

SHINDLER: Yes, I have cases like this. I have one currently where exactly this 

scenario has arisen because it remains an unfortunate fact that notwithstanding all the 

publicity that’s given to making a will and the desirability of doing so, there are large 

chunks of people, even those with wealth, who do not make a will. 
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LEWIS: But the answer is make a will, isn’t it? 

SHINDLER: The answer is make a will. I would have thought that if people made a 

will, this issue would simply not arise. 

LEWIS: What changes should there be? 

SHINDLER: There is no accepted view about this. I think I would increase the 

£125,000 immediately. If you asked me what figure, I would say no less than 

£300,000, and I would index link that figure to the RPI. The present situation’s a 

disaster. It’s finding the remedy that’s the problem. 

LEWIS: Geoffrey Shindler. Well that’s the position in England and Wales and Bob 

Howard’s been looking at the law in Scotland. 

HOWARD: Paul, at the moment the surviving spouse is due the home or share of the 

home up to £300,000, and the contents up to £24,000. They also receive a cash sum of 

up to £42,000. The surviving parent and children then get a third of the rest of the 

estate other than land or buildings left after those prior rights have been satisfied. The 

remaining third is put with the rest of the estate, which is shared between the children. 

Geoffrey Shindler talked about the difficulty of finding the right remedy. Well, Paul, 

the Law Commissions for both Scotland and England and Wales are both reviewing 

these payments, but they’re unlikely to change in the near future.  

LEWIS: Thanks, Bob. And you can of course avoid these problems by making a will, 

or you can have your say on those intestacy laws on our website: 

bbc.co.uk/moneybox. 

Bad news doesn’t always come in threes. This week it came in fours. First, the Bank 

of England told us the number of new mortgages was at a record low; then the 

Council of Mortgage Lenders said its figures show the amount lent for house 

purchases plunged by 20%; then Nationwide chipped in with the eighth consecutive 
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month of falling house prices; finally the Bank of England came back for more by 

telling us mortgage conditions would get worse over the next 3 months. And of course 

next week the bank decides whether to raise interest rates again. Probably not this 

time, though over the next year rates may well go up. But should you pay now to 

ensure yourself against a big rate rise? A new product offers that protection. It’s 

called MarketGuard. Chris Taylor, its founder, explained how it worked. 

TAYLOR: Interest rate insurance is a 2 year general insurance policy which helps 

protect your monthly mortgage payments from rising interest rates. So you choose a 

level of cover from us. We call that an excess and it’s rather similar to the excess you 

have on your motor policy. As you increase your excess, your monthly premium will 

go down but you do have to be aware that you’ll pay more before the insurance kicks 

in. So if, for instance, you were to take 1% cover, that would mean I would be 

insuring you against all the rises of more than 1% in your mortgage pay rate and the 

Bank of England rate. So if rates went up by 2% and you’d purchased 1% cover, we 

would be paying 1%. If rates went up by 10%, of course, we’d be paying 9 and there’s 

no upper cap on that, so no upper limit. 

LEWIS: And just to be clear. When you do pay out … let’s say you have the 1% 

excess, so I’m bearing the first 1% of the rise in bank rate, when do you pay out? 

TAYLOR: The most common type of variable rate mortgage in the UK is a tracker. 

So those are quite easy: we pay out as the Bank of England rate goes up because it’s 

the same time yours goes up. In the case of a variable rate, we monitor each of the 

lender’s rates and we’re paying out when your lender’s rate and the Bank of England 

rate have gone up. What you’ve got to remember here is that there’s no upper limit on 

how high rates can go. Rates in the past have risen really very dramatically. 

LEWIS: No-one’s really expecting rates to go up that much, are they? I mean 

commentators are saying well they may drift upwards, they may even go up by 1%. 

They’re not going to go up by much more than that. You can’t even protect yourself 

against that rise with your insurance.  
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TAYLOR: You absolutely can’t insure yourself against things which are expected to 

happen. When you take contents insurance, you don’t do it because you expect to get 

burgled. You take contents insurance because you know you can’t afford it if you 

were. And I think people should look at this insurance in the same way. 

LEWIS: The rates you quote on the website - you have per month quotes for different 

excesses on the website - how do people pay it? Do they pay it by direct debit or 

something like that? 

TAYLOR: You must always pay for the policy upfront, so you pay the whole 

premium upfront. 

LEWIS: But if you’re for example on a £100,000 mortgage and you wanted to take 

the most expensive insurance, for the 1% excess that would cost you over £1,000. 

That’s a lot of money for people to find, isn’t it? 

TAYLOR: It absolutely is and we’ve got to do things in stages. We’re not offering 

premium finance, which is simply a credit agreement. There’s plenty of companies 

out there that can do that for you. That’s not something MarketGuard is choosing to 

do at this time. 

LEWIS: Chris Taylor. And with me is Melanie Bien, a director of mortgage brokers 

at Savills Private Finance. Melanie, is insurance like this a good idea? 

BIEN: It’s an interesting idea. And, like you say, it wasn’t so long ago we were 

expecting interest rates to carry on moving downwards. Now the feeling is they are 

actually going to go upwards. And protecting yourself against that rise will be 

appealing to people, particularly to those who can’t get a fixed rate at the moment and 

are perhaps stuck on their lender’s standard variable rate. 

LEWIS: Yes because getting a fixed rate is the traditional way of protecting yourself 

against it, isn’t it, but you’re saying that more people can’t do that. 

9 
 



 
 

BIEN: That’s right, it’s more difficult. Pricing has gone up quite a lot on fixed rates at 

the moment and a lot of people are going onto standard variable rates and just sitting 

there waiting and seeing what happens. 

LEWIS: I mean Chris Taylor made the fair point that insurance is for something you 

actually don’t expect to happen. None of us expects rates to go up 2, 3, 4, 5% in the 

next year. But looking at the figures, if you bought the 1½% excess product, so you 

pay the first 1½% rise, it pays the rest, and you bought it now, rates would have to go 

up by 2% in November this year for it to be worthwhile because you’re paying £1500 

for this insurance and you’ve got to get that back over the remainder of the 2 year 

period it runs for. 

BIEN: That’s exactly right. I haven’t seen anyone predicting that sort of increase in 

interest rates. And it is very expensive insurance and you have to pay it upfront. And 

the problem is people are already overstretched because they’re going onto higher 

rates, so do they have that extra money available? 

LEWIS: Well we’ll talk about the market in a moment because I mentioned all the 

bad news earlier. I suppose the worst is the survey by the Bank of England that 

showed lenders were going to squeeze the availability of mortgages further. For some 

people it’s already getting difficult. Money Box listener Matt was about to agree his 

mortgage deal, but then the bank pulled it. Now he says he and his girlfriend have 

been priced out of the market. 

MATT: We’ve got a 10% deposit to put down on a property. The actual mortgage 

rates are just too high for us to afford the monthly payments. We both earn £20,000 

plus. They were coming back to us with repayments of like £850 a month. To rent is 

£300 cheaper than that. It just doesn’t make any sense at the moment to me. It really 

doesn’t. 

LEWIS: So, Melanie, how bad is the market for people like Matt? I mean he’s got a 

10% deposit, he and his girlfriend have got a reasonable income between them, but 

they still can’t afford a mortgage. 
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BIEN: Well absolutely. I mean not so long ago, you’d think if you had a 10% deposit 

you’d have you know access to the widest range of products. 

LEWIS: They’d be queuing up, wouldn’t they? 

BIEN: Well exactly so. And the market’s changed so much in a very short space of 

time and now you know lenders are looking you know most favourably at those with 

at least 25% deposit and in some cases a 40% deposit and they will get the most 

preferential rates. 

LEWIS: So you need that big deposit. If you’re a first time buyer, you’re not … I 

mean that’s re-mortgaging very often, isn’t it, first time buyers. But if you do need a 

90% or even a 95% mortgage, can you get it still at a reasonable rate? 

BIEN: You will have to pay a premium, unfortunately. There are very few 95% 

products available and we expect those not to be around for very much longer 

anyway. There’s still lots of choice at 90%, but you will be paying more than if you 

are borrowing 75%. 

LEWIS: Now over the last few months on Money Box, we’ve been reporting 

mortgage rates going up even when the bank rate wasn’t going up, but this week 

we’ve seen a couple coming down .Why is that happening? 

BIEN: Yes, finally some encouraging news. A couple of lenders - Nationwide, Abbey 

- have reduced some of their rates. Again going back to this needing a significant 

deposit or equity in your home, those who benefit the most are those with 25% equity 

in their home or a 25% deposit. They’re going to see the biggest reduction. But we’re 

starting to see - and I think it’s because lenders are perhaps surprised at how much the 

market has ground to a halt - they still need to lend after all and they’re coming back 

in trying to improve a bit of market share. 

LEWIS: Yes because that’s their business and the fact that money is drying up, 
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which I think surprised them all, they’ve got to find it somewhere and they’ve got to 

find the customers that can afford to pay it, haven’t they? 

BIEN: That’s exactly right. A lot of them have been trying to improve margin over 

recent months. But you know we’ve seen with these figures from the Bank of England 

this week, you know there are a lot fewer products being taken out at the moment. So 

you know if lenders want to come back into the market, they are going to have to 

offer you know slightly more attractive rates. 

LEWIS: Well that’s a slightly hopeful note. I mean do you think that’s where it’s 

going - that there will be some better deals for people with good credit risk, for people 

with big deposits - but the other people, the people you know like poor old Matt 

who’s only got 90%, he’s going to be still stuck? 

BIEN: Yes, I think that you know unless you’ve got a very clean credit history you 

know with no blips at all and significant equity or a deposit, then you are going to find 

it a bit more difficult and you will have to pay a premium on the rate. 

LEWIS: And very briefly, Melanie, we heard house prices up again according to 

Nationwide. Where do you think … sorry, down again. Did I say up? I’m dreaming, 

aren’t I? Where are they going, very briefly? 

BIEN: Well what we’re seeing is a much needed correction really in pricing. This 

double digit house price growth we see isn’t sustainable and we expect prices to 

continue just edging down a little in coming months. 

LEWIS: Melanie Bien from Savills, thank you very much. 

BIEN: Thank you. 

LEWIS: Bradford & Bingley is dusting off its multicoloured bowler hats this 

weekend and passing them round shareholders again for a handout. On Friday 
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morning, the Texas investment group which had agreed to buy a quarter of the bank 

for £179 million pulled out after the bank’s credit rating was downgraded for the 

second time in barely a month. Shares fell to just 50p. A year ago, they were trading 

at more than £4. I asked Georgina Mitchell, Head of Investment Services at 

stockbrokers Redmayne Bentley, how bad this news was for Bradford & Bingley? 

MITCHELL: It is obviously a big disappointment for shareholders in Bradford & 

Bingley, but the fact that the major shareholders have still committed themselves to 

taking up the rights at 55p is a little bit of respite for them at least. 

LEWIS: But they now may have to put their hands in their pockets to help the 

company out? 

MITCHELL: They might indeed. I mean the share price is not guaranteed to stay 

above 55p and there is no guarantee that when it actually comes to it, the share price 

will be above it. But it looks as though the major shareholders are still going to pay 

that price for them, although still that will not be guaranteed until the date finally 

arrives. 

LEWIS: Is it worth buying them if you can buy them more cheaply on the market 

than you’d get them through the offer price? 

MITCHELL: You have to take account of dealing commissions obviously, 

depending on how much they are, with your broker. But essentially if they fall below 

a level at which the dealing commission, despite dealing commissions you would still 

be paying less on the open market, then no it’s not worthwhile taking them up at all. 

LEWIS: And in those circumstances, as it’s a rights issue you could sell your rights? 

MITCHELL: You could sell your rights, yes, or you could allow them to lapse and 

you will receive a payment from the company when it’s all done and dusted. 

However, as the share price falls, the value of those rights will be falling as well. 
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LEWIS: So that’s Bradford & Bingley, but Barclays also is raising money and it too 

is going to its shareholders. What are their choices? 

MITCHELL: The deal with Barclays is ever so slightly different to Bradford & 

Bingley because it is an open offer; it’s not a rights issue. 

LEWIS: Now explain the difference between those for us. 

MITCHELL: A rights issue, you are entitled to take up the shares in proportion to 

your existing holding. If you do not want to take those shares up, you get the choice to 

sell on you rights. With an open offer, you have the option to take up new shares but 

you don’t have the option to sell on the rights. If you don’t take them up, you will get 

nothing in return. 

LEWIS: And with an open offer, can you take up as many new shares as you like? 

MITCHELL: No, you can take up three for every existing fourteen shares that you 

hold. 

LEWIS: Looking at the banking sector in general, and I suppose these two banks in 

particular, should people be buying more shares in them? 

MITCHELL: Certainly we wouldn’t be recommending that people put any more 

money into Bradford & Bingley. Without question, however, Barclays is a better 

proposition. The Asian and Eastern banks who are supporting the Barclays offer are 

very, very long-term investors and, therefore, anybody who might need the money 

that they would be putting into this in the short-term we would probably recommend 

against it because there is no guarantee that Barclays share price is going to stay 

above the price that they’ll be paying for these new shares. 

LEWIS: Do you think as a sector banks are a place to put your money? Are they 

going to be much stronger now they’ve all raised this extra capital? 

14 
 



 
 

MITCHELL: Historically banks have been a very safe place to put your money. 

They’ve also been a very good yielder, they’ve paid out very good dividends. Going 

forward, it’s very likely that there will be dividend cuts to come yet from the banking 

sector and the banks themselves whilst raising funds are raising funds in order to 

guarantee their survival and it doesn’t mean that they would make a great bet for 

anybody at the moment. 

LEWIS: Georgina Mitchell of Redmayne Bentley. And Bradford & Bingley has 

scrapped the general meeting it had called for Monday. Another will be scheduled the 

week after next.  

Bob Howard’s back with me with news of a key court case regarding people’s rights 

to work beyond the age of 65. 

HOWARD: That’s right, Paul. Despite the recent age discrimination law, once an 

employee reaches the age of 65 their boss can still choose to force them to leave even 

if they don’t want to. The Confederation of British Industry wants employers to keep 

this right, but campaigners believe any upper age limit on work amounts to 

discrimination. The European Court began this week hearing a case bought by the 

charity Age Concern. 

LEWIS: And, Bob, rules governing credit unions are to be relaxed. 

HOWARD: That’s right, Paul. The Treasury has announced that it is to “relax” the 

rules on community based savings and loans organisations. Until now, they had to 

operate within their own community. The Treasury plans to allow them to form 

alliances with other unions and employers.  

LEWIS: Thanks for that, Bob. Well that’s it for today. You can find out more, as 

ever, from the BBC Action Line - 0800 044 044 - and of course our website, 

bbc.co.uk/moneybox, where you can download the pod cast. And you can have your 

say, as many of you are, on those complicated inheritance rules when you die without 

a will. Don’t do it, of course, is the advice. I’m back on Monday afternoon with 
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Money Box Live, this week taking questions on debt and credit. Back next weekend 

with Money Box. Today the producer was Lesley McAlpine and I’m Paul Lewis. 
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