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LEWIS: Hello. Low interest rates on savings are not just a side effect of the Bank of 

England’s policy. According to the bank’s Deputy Governor, Charlie Bean, there are 

deliberate attempts to make people spend their savings and boost the economy. At 

least that’s what he said this week. But whatever the reason, the very low, almost 

pitifully low returns on our savings are causing problems to the millions of people 

who rely on an income from the money they’ve saved up over the years. Some are 

using the opportunity to pay off debt - maybe always a good idea if your savings are 

earning next to nothing and your debt’s clocking up high rates of interest. But many 

others without debt are being tempted away from cash and into investments where 

there’s always a risk, whether it’s stock markets, corporate bonds or even hedge 

funds. So what can you do to manage your money in a period of very low interest 

rates and pretty flat stock market growth? Perhaps you need more income from your 

retirement savings to boost your pension or you’re saving for your future and want to 

know the best place for your money? Or perhaps you’re planning to buy something 

and are saving up for it in the old-fashioned way? Whatever your question, you can 

call Money Box Live now - 03700 100 444. With me today to answer your questions, 

I have Darius McDermott who’s Managing Director of the IFA Chelsea Financial 

Services. Clare Francis is Editor of Moneysupermarket.com. She knows all there is to 

know about cash savings. And Liz Webb, a chartered financial planner is with us, and 

she’s from independent financial advisers Origen. And our first question is from Ann 

in Dorset. Ann, your question? 
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ANN: Oh my question is I’ve got a 20 year old daughter who’s just started full-time 

employment. She’s looking to save about £20 a month - that seems to be the most she 

can sort of like spare at the moment - for long-term saving. She’s got a Post Office 

cash ISA at the moment and we’re just wondering whether she was to put it into there 

or try somewhere else, spread it about a bit? 

LEWIS: Okay, do you know what rate of interest she’s earning on that? 

ANN: Oh no. No I don’t, I’m afraid.  

LEWIS: Okay,  I’m sure someone here does. Let’s start with Darius McDermott. 

McDERMOTT: The really welcome part of this whole question is that your daughter 

is prepared to save from a very early age. The longer that you save, whether it be in an 

investment product or a cash product which pays interest, gives you a great 

compounding effect over a long period of time. So that’s the really, really good part 

of this question. Our clients tend to concentrate more on investments and I would 

think a good UK fund or something like Invesco Perpetual High Income would be a 

good place to start with £20 a month. 

LEWIS: And when you say UK fund, just explain for the benefit of people who don’t 

quite know what a UK fund is. 

McDERMOTT: A UK fund is a managed pool of investment managed by an 

individual fund manager. And rather than buying one company or two companies they 

tend to buy 50 to 100, sort of spread the risk around. 

LEWIS: Okay. And you say it’s called high income. That doesn’t necessarily mean it 

will bring a high income, does it? 

McDERMOTT: No, I mean reinvesting income is one of the best ways of getting 

growth. 
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LEWIS: Okay. And also of course there’s charges for that kind of … 

McDERMOTT: There are indeed charges. Typically you would pay the fund 

management company 1.5% per annum for their financial expertise. 

LEWIS: And Clare Francis - starting at a young age, if you keep it there for the rest 

of your life even if you’re earning modest amounts on cash savings, it’s going to build 

up. I mean what cash opportunities are there for Ann’s daughter? 

FRANCIS: Well I was going to say to Ann, I mean a lot of it depends on obviously 

your daughter’s got a long-term investment objective, but is this money that she might 

want to dip into at all - in which case … 

ANN: Yes. 

FRANCIS: Yes, so … 

ANN: (over) Yeah, this is it - sort of long-term maybe a car or maybe money towards 

a house. 

FRANCIS: So it might be that suddenly, certainly till she’s built up a bit more of a 

cushion, a cash account might be a better option. Just looking at the leading cash ISA 

rates at the moment, I can’t see the Post Office on there. So it suggests that perhaps it 

might be worth her opening another cash ISA, assuming that the one she’s paying into 

or has got money in at the moment wasn’t invested this year. So on an easy access 

account, for example, with the cash ISAs, Halifax has got one called ISA Direct 

Reward, which was only launched last week, and that’s paying 2.8%. And that’s an 

easy access account, so she can pay money in and get it out at any time, so that might 

be one account worth her considering. If she’s prepared to lock away for a couple of 

years, then you can get 3.3% on a 2 year fixed rate ISA at the moment from 

Birmingham Midshires or 3.5% on a 3 year deal, but she can’t access the money 

during that fixed term.  
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ANN: That sounds good actually. That would be what she’d be looking at. 

LEWIS: I mean just looking at the Post Office, they’re currently offering 2.25, so all 

of those are above what she’s getting in the Post Office. And she can of course move 

her money, Clare, can’t she, into the new one if she wants to? 

FRANCIS: Yes. I mean that’s the other thing that she can do - is the money that she’s 

currently got invested in the Post Office, she can move into another deal. 

LEWIS: Liz Webb? 

WEBB: I’d agree with Clare - it’s actually looking at what does she mean by long-

term term saving? The fact that she’s thinking about buying a car or buying a house, 

that suggests to me … 

LEWIS: That’s fairly short-term really. 

WEBB: … fairly short-term. So long and short-term are different to different people, 

so I would look at cash based investments as well and have a look at you know what 

the best ISA rates are, making sure she uses her allowance to start with. 

LEWIS: And the important thing with any cash investment is to check it every year 

at least, if not every 6 months, and move it if necessary as rates go down … 

WEBB: Exactly. 

LEWIS: … because they tempt you in and then they dump you sometimes with very 

low rates.  

WEBB: Yes. 

FRANCIS: Absolutely. Just one thing before you go, Ann. Actually just thinking 
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about it, it’s the easy access account that she’s going to be best with because the fixed 

term accounts are based for lump sums. So because she’s wanting to put money in 

every month, I’d suggest that it’s an easy access account that she wants. But, as Paul 

said, a lot do include short-term bonuses that last for a year, so she should look again 

in a year to transfer it to another account. 

ANN: Oh lovely. 

LEWIS: So go online, look at a comparison website and pick the one that suits her 

best. And have no loyalty. That’s the key thing with cash savings. If you get a better 

rate, move it. Thanks for your call, Ann, and good luck to your daughter with that. 

And Frances has got another investment question from Kent. Frances? 

FRANCES: Hello there. 

LEWIS: Hi. What’s your question? 

FRANCES: I’ve been saving since I was about 18 … 

LEWIS: Oh congratulations. 

FRANCES: Thank you. And I’ve got about £10,000. I’m 25 now and I’ve just 

finished a 4 year degree programme and I’m looking in the next couple of years to 

hopefully have a mortgage, buy a house. I was wondering if you had any suggestions 

as to how to make that money work a bit harder over those few years to increase a 

deposit for a house? 

LEWIS: Yes I’m sure, like many young people, you feel you’re sort of chasing a 

moving target? 

FRANCES: Oh absolutely. It’s very demoralising. 
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LEWIS: Yes, the banks want bigger deposits and house prices (until recently 

anyway) were rising. But over 2 or 3 years, again I think that’s probably a fairly short-

term investment. Liz Webb? 

WEBB: Again I think we’d be looking at cash. So if you haven’t already used your 

cash ISA allowance, which is £5,000 … sorry £5,100 for this tax year - so, yes, look 

at the comparison tables and find a good cash ISA rate. 

LEWIS: And of course you could put £5,100 in now, Clare, and then the rest of it - 

another £5,100 after April, assuming the rules don’t change? 

FRANCIS: Yes, so April 5th is the end of the tax year, so from April 6th you could 

put the remaining money in there. 

LEWIS: And just remind us. You mentioned the rates to the previous caller. 

FRANCIS: Yes, so again bear in mind that if you go for a fixed rate cash ISA, you 

can get a higher rate than you can on the easy access accounts, but you can’t access 

your money during the fixed term. So you said 2 to 3 years. You can get a higher 

return on a 3 year bond fixed rate cash ISA. You can get sort of 3.5% compared to 3.3 

on a 2 year deal. So just have a think. I mean if it could be 2 years, then it’s perhaps 

safer going for that shorter term option because the difference in the interest rate isn’t 

a huge amount. 

LEWIS: Yes. I mean even earning £350 a year on £10,000 is not going to boost it 

enormously by the time Frances wants to buy her house. Anyway, Frances, was that 

helpful?  

FRANCES: Yes, that’s fantastic. I’ll go away and look those up. 

LEWIS: Good. Okay, thanks very much for your call and good luck with the house 

purchase in a couple of years time. We’re moving onto Jill now who’s in Cardiff. Jill, 

6 



 

your question? 

JILL: Hello there, good afternoon. I have £5,000 which I’d like to invest and 

somebody had suggested that a good idea would be to put it in unit trusts perhaps in 

China, India, Brazil. I have invested years ago and I have some ISA and a European 

fund, one or two other things, but in these difficult times I’m really a bit worried 

about exactly which way to go and whether I should use a management company or 

whether you could advise me you know with this £5,000. I want some for a rainy day, 

but I also want some that is going to hopefully double for me perhaps in about 5 years 

time. 

LEWIS: Darius? 

McDERMOTT: Yeah, I mean it’s the length of term you’re prepared to invest it in 

and how much risk you’re prepared to take. If you’re not prepared to take a huge 

amount of risk, I think doubling the money in 5 years would be difficult. But you’ve 

mentioned some higher risk investment areas like Brazil and China. The emerging 

markets are the highest risk areas, but potentially have the highest reward. So if you 

were prepared to take that higher risk with some of that £5,000 after you’ve kept some 

in cash, then something along the lines of a general emerging markets fund whilst 

being the highest risk also are enjoying some of the highest growth rates in the world. 

It would be something to consider as long as you appreciate that it is the highest risk 

investment you can make. 

LEWIS: The value of your money could go down as well as up. 

McDERMOTT: Indeed. 

JILL: Yes. 

LEWIS: It could plummet as well as go up. 

7 



 

McDERMOTT: Indeed, indeed. 

LEWIS: I mean that is the important thing about risk, isn’t it, Liz? 

JILL: No pain, no gain. 

LEWIS: Well no pain, no gain, but pain doesn’t necessarily mean gain. Pain may 

well mean that you might not get your money back, Liz. It’s not a one way ticket, is 

it? 

WEBB: Exactly, yes, and that’s one of the things … You’ve really got to think about 

how much risk you’re prepared to take. 

JILL: I’m willing to take some risk on you know say about £2,000 or £3,000 of it as 

long as I’d got about £2,000 left, and hoping obviously that I’m not going to be out of 

pocket. But how would I go about that? Who should I go to in the first instance? 

McDERMOTT: I mean if you need advice as to what to do, then you should consider 

going to see a financial adviser. If you know you want to make an investment and just 

need to select a fund, you could consider a discount broker which will give you plenty 

of information but help you cut your costs on the upfront charges. 

JILL: What’s that called - a …? 

LEWIS: A discount broker. Just explain that, Darius. 

McDERMOTT: Most funds have an initial charge as well as an annual charge that I 

mentioned to the last caller - typically a 5% initial charge. If you go to a discount 

broker, they would tend to rebate all of that upfront charge - so meaning that whatever 

amount of money you put in, all of it goes in on day one as opposed to losing up to 5, 

5.5%. 
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JILL: Oh right. 

LEWIS: And then you would pay the annual charge, but for that you’d hope you’d 

get a better return. 

McDERMOTT: Well indeed, indeed. 

LEWIS: And, Liz, finding an adviser. I mean Jill obviously this is all your money, 

but from an adviser’s point of view, it’s not a lot of money, is it? 

JILL: No, no. 

LEWIS: Liz, are you going to find advisers … Will Jill find an adviser who’ll be 

willing to take her on? 

WEBB: You will find an adviser willing to take you on, but they’ll charge you a fee 

for doing it. So what you’ve got to weigh up is the cost of paying for that advice 

against actually how much you’re looking to invest. 

LEWIS: And you should pay a fee rather than commission? 

WEBB: Yes, if you’re looking for an IFA, it’s always a good idea to find one that’s 

fee based because you can be certainly … you’re going to get impartial advice. 

LEWIS: But fees for an IFA are how much an hour? 

WEBB: They vary depending on qualifications. 

LEWIS: Sure. We’re talking about £100 or more - I mean £100 at least, aren’t we, at 

the very bottom, but it could be £200 or £300 in some parts of the country? 

WEBB: Exactly, yes. I mean London obviously, you’re likely to pay a bit more. But 
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typically you’re looking at between sort of about £150 to £250 an hour. 

JILL: And if one didn’t go through those routes, then if one did it oneself? 

McDERMOTT: Well if you know you want an investment fund and your attitude to 

risk is such, then you could use a discount broker where you can get plenty of 

information and save some of that upfront fee. 

LEWIS: You can go online and do all the research yourself and make your choice … 

McDERMOTT: Yeah, there’s plenty.  

LEWIS: … and find the right Brazil or emerging market fund that you want. Jill, 

thanks for your call. It is a dilemma for people, I know, but I think you’ve put it very 

well and I hope we’ve been helpful. Pauline’s next in Powys. Pauline? 

PAULINE: Hello. 

LEWIS: Your question? 

PAULINE: Hello. It’s Carmarthenshire actually. 

LEWIS: Oh sorry, I beg your pardon.  

PAULINE: That’s alright. 

LEWIS: I’ve got Powys here. I do beg your pardon - Carmarthenshire. What’s your 

question? 

PAULINE: My husband - when he died 5 years ago, I had to take most of his pension 

as a lump sum because he was under 60. And it was about £45,000 and I put it into a 

Virgin bond, which was based on the FTSE index - the 5 year bond - and if the FTSE 
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went up in the last year, you got 130% of the interest. Well of course the FTSE’s gone 

down. So it’s maturing next month and obviously I’m only going to get back what I 

put in. 

LEWIS: So this is one of these products that it appears to be a risk free way of 

investing in the stock market, the FTSE index of the companies on the London Stock 

Exchange … 

PAULINE: (over) Yes, that’s right.. 

LEWIS: … but the risk of course is that if it doesn’t go up, then you haven’t earned 

anything although you do get your money back? 

PAULINE: Absolutely. So I shall only get back what I put in. So I’m just wondering 

what to do with that money when I get it next month. It might bring a little bit more 

in. 

LEWIS: Yes, well I can see that. And would you like a similar sort of product or are 

you now fed up with this offer? 

PAULINE: (laughs) Well anything that will give me some return on it really. I mean 

it’s okay to put it away again for another 5 years. 

LEWIS: Can I ask roughly ball park figures how much we’re talking about? 

PAULINE: It was £45,000. 

LEWIS: Right, okay. Let’s start with Clare Francis because we haven’t heard from 

you for a while, Clare. I mean there are cash opportunities for that sort of money, 

aren’t there, which as it’s turned out will have done better than this Virgin bond? 

FRANCIS: Absolutely. And although obviously we’ve got a historically low base 
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rate at the moment at 0.5%, the best cash products are paying significantly more than 

that. And the good news for Pauline is that the highest rates are available on longer 

term fixed rate bonds, so if you can afford to lock this money away for another 5 

years then we’re looking at 4.8% is the highest paying fixed rate bond at the moment. 

But there’s a number of deals that are paying 4.5% and above. So given where we’re 

at with interest rates, that’s a fairly decent return. 

LEWIS: Give us some examples. 

FRANCIS: Well Bank of Baroda, which you might not have heard of. It’s a bank 

that’s based … it’s an Indian owned bank, but it’s fully covered by the Financial 

Services Compensation Scheme. It’s registered here in the UK. So given the amount 

that you’ve got to invest, that will be fully guaranteed and fully protected. So that’s 

paying 4.8%. ICICI Bank - again it’s another Indian owned bank - is paying 4.75%. If 

you’d prefer a UK name that you know, we’ve got Birmingham Midshires which is 

part of Lloyds Banking Group at 4.6%. So there’s a number of options there for you. 

PAULINE: Right. 

LEWIS: Okay. And does that sound attractive, Pauline, given your experience? 

PAULINE: (laughs) It’s certainly better than what I had before, yes. 

LEWIS: And Liz Webb, would you agree with that, or would you like something a 

bit more stock market based for Pauline? 

WEBB: Well it’s all down to how much risk she’s prepared to take. And also before  

even considering investing, I’d actually have a look … have you got any debt that 

should be paid first? 

PAULINE: No I haven’t, no.  
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WEBB: Okay, that’s good. And also making sure you’ve got an adequate short-term 

cash fund as well. 

PAULINE: I have got some other money in ISAs and things. 

WEBB: Oh you’re a step ahead of me then. So once you’ve done all that, then really 

it’s actually looking at you know how much risk you’re prepared to take. Can you 

accept if the value of it does go down that you’re not going to panic and sell, you 

know?  

LEWIS: Though I suppose someone who took out one of those bonds wanted no 

downside and only an upside? 

WEBB: Exactly, I think that sort of  … 

LEWIS: It is a difficult choice, Pauline, but you know the certainty of some return 

with cash and the uncertainty of either no return or even losing a bit on the stock 

market, but the possibility of much bigger returns because the stock market certainly 

has been up and down and if you invested at the right moment you could have made a 

lot of money, Darius? 

McDERMOTT: Well indeed. And with the previous caller, just talking about the 

riskier end, the emerging markets lost over 50% in 2008 but made over 100% in 2009 

and that’s a very volatile ride for most people. 

LEWIS: So look for an IFA with a time machine, Pauline, and you’ll be alright. 

(laughter) Anyway thanks for your call. 

PAULINE: Thank you. 

LEWIS: A couple of emails now. Really for you, Clare, because you mentioned this 

savings protection limit, which at the moment is £50,000 with one institution. We’ve 
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had a couple of emails because it is changing, isn’t it? It’s going to move over to the 

European amount. When’s that happening? 

FRANCIS: Yeah, that takes effect on 1st January next year because at the moment in 

the UK cash savers don’t get as much protection as other people in Europe. And, 

similarly, if you’re investing in an institution that’s registered abroad such as ING, 

which is based in the Netherlands, you currently benefit from 100,000 euros of 

protection, which is near enough sort of £85,000. And the UK system is moving to the 

same level from January. The important thing to point out actually is that whilst this is 

obviously good news because it gives you more protection, you also don’t need to 

worry about the currency fluctuations because the exchange rate’s going to be fixed at 

the end of December and set for 5 years, so it will be reviewed again for 5 years time. 

So you’ve got this sort of peace of mind that you know you’ll have whatever it turns 

out to be, but probably somewhere between £82,000 and £85,000 of protection. 

LEWIS: And we’ll know that on 31st December. So from thereon, it’ll be that sort of 

amount. And the other question we’ve had … That question was from John. Thanks 

for that, John. The other question we’ve had from Michael is about he’s got money in 

Birmingham Midshires and in Halifax, and when they merged some little time ago it 

took him over the £50,000 threshold. Is that right? Are those two now merged as one 

organisation? 

FRANCIS: Yeah, this is the other thing that catches people out because of course 

people look to spread their money between different providers to get capital 

protection; but the £50,000 limit, which is obviously going to rise in January, it 

applies per institution and that’s per institution that’s registered with the Financial 

Services Authority. So with the example that you’ve given, Birmingham Midshires is 

part of the HBOS banking licence. HBOS has now merged with Lloyds Banking 

Group. So those two accounts, he’s got £50,000 in total rather than £50,000 with each 

account. 

LEWIS: Right. And I think there’s a list on the Money Made Clear site, which is part 

of the FSA - or at least it was part of the FSA. I think you can still reach it through 
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there. I think it’s Moneymadeclear - isn’t it - .gov.uk. So you can actually work out 

which institutions are joined up. Trevor now from South Yorkshire. Trevor, your 

question? 

TREVOR: Good afternoon, Paul. 

LEWIS: Hello, what’s your question? 

TREVOR: My wife and I want to invest £7,500. The money would be used as a 

holiday fund and we’d be prepared to top that up with regular payments say of about 

£40 a month. Presently the Post Office Reward Saver appeals to us, but my wife’s a 

little concerned as to whether, because it’s provided by the Bank of Ireland, how safe 

is it? Is it covered by the FSA or could you suggest some alternative accounts? 

LEWIS: Right, well it is covered. Clare? 

FRANCIS: Well there’s good news here actually because it’s currently covered by 

the Irish compensation scheme. But from the beginning of November, because I think 

the Bank of Ireland and the Post Office feel that they’ve perhaps been disadvantaged, 

that people’s nervousness means that people have been put off opening accounts with 

the Post Office, so they’re setting up a UK subsidiary which will be registered with 

the Financial Services Authority. And, therefore, you’ll have protection under the UK 

Financial Services Compensation Scheme, which means you’ll be totally protected in 

the same way as you would with any other UK registered institution. 

TREVOR: Oh right, yuh. That sounds fine. 

LEWIS: Okay, good. And £7,500 sounds like a nice holiday, Trevor. 

TREVOR: It wouldn’t be an all-in-one holiday. 

LEWIS: (laughter) I know, I was kidding you. Anyway thanks for your call. I hope 
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that’s been helpful. And we’ll move onto Glenys now who’s got a question that many 

people have been asking us. Glenys from Wrexham, hello. 

GLENYS: Hello. Well I’ve got two grandchildren and my other daughter (their aunt) 

and I have been saving for them since their birth on a regular basis. But the last year 

or so, the rates for the saving account, particularly for my grandson who’s 12, have 

gone down from .25% to .1% with Santander. 

LEWIS: So these are in cash accounts, are they? 

GLENYS: Yes, they are. 

LEWIS: Are they in the … No, he’s too old for Child Trust Fund, isn’t he? 

GLENYS: That’s right, we weren’t able to take advantage of that for either of them. 

LEWIS: Because you can get much better rates than that. But before bringing Clare 

in again, let’s just ask Darius at this point. What is the best way - I mean there is no 

one answer I know,  to save for children? 

McDERMOTT: I mean your grandchildren, Glenys, are slightly older and I don’t 

know when you would want them to have access to this money potentially - 18 or 21? 

GLENYS: Well potentially when they’re about 18, perhaps for further education. 

McDERMOTT: There’s 6 years sort of still to go, which is a reasonable period for 

investing in non cash-based products. Sort of general advice for grandparents if 

they’re trying to get sort of children at a young age - you may have up to 18 or 21 

years to invest - and in that circumstance, I would heavily recommend some form of 

investment based product rather than cash because you do have time to see out the 

volatility that we have seen in stock markets. 
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LEWIS: But over 6 years, it’s not quite so straightforward. 

McDERMOTT: It’s not quite so straightforward. I mean the obvious thing here is to 

get a better rate than 0.1 for a start. 

LEWIS: Well we’ll come onto that. And, Liz, when you do invest for grandchildren 

in shares or in some kind of investment, how do you do it because they can’t own 

shares at that age, can they?  

WEBB: That’s right, they can’t, not until they’re 18. So what you’d do is you’d have 

it in the grandparents name in respect of the child, the grandchild. So that’s sort of 

how you’d set that up. 

LEWIS: So you can set that up? 

WEBB: Yes. 

LEWIS: And, Clare, I’m sure you’re thinking to yourself gone down from .25%. 

Where is this money? 

FRANCIS: Well the good news is that actually Santander’s got an account called the 

11 to 15 Youth Account which is paying 5%. But I think this just emphasises the 

point that a lot of people, savers of all ages, have got money languishing in accounts 

with big institutions, and even if they just stuck with the same bank of building 

society, they could move their money and get a better rate of return. So have a look 

what Santander’s got to offer because it might be that you don’t even have to leave 

the bank to get a better deal. 

GLENYS: Right, I’ve been looking on the internet for accounts and I haven’t found 

very many that are based for children. 

FRANCIS: Yeah, well this is it. 
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LEWIS: They don’t have to be though, do they Clare? I mean there must be a lot of 

products on your list there that they’re not necessarily for children, but anyone can 

have them? 

FRANCIS: Some are. I mean some accounts are available for under-16s, but do 

check the terms and conditions because others are restricted to those sort of 16 and 

older. But, as I say, there are specific and certainly when you get to teenage years 

there are accounts and they quite often come with cash cards and things to try and get 

kids used to managing money. 

GLENYS: Oh dear, that sounds frightening. 

LEWIS: I don’t think she wants that. I think she wants a savings product. (laughter) 

Because children can get access to accounts in their own name from what the age of 

12 very often, can’t they? 

FRANCIS: Yeah. 

GLENYS: Yes, they can. But they don’t know they’ve got them yet. 

LEWIS: Ah, well that’s always the best way. (laughter) So what alternative might 

there be? I mean apart from Santander, what else might Glenys find? 

FRANCIS: Well there’s a couple of building societies, the smaller building societies. 

Bath Building Society’s got a Future Builder Account who also pay … 

GLENYS: Which one is that? 

FRANCIS: Bath Building Society at 5%. And Scottish Building Society’s got a  

u:Account paying 4%. So there are options out there. I mean the other option of 

course is that you don’t open an account in their name, which then means that you can 

choose from any account really. 
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GLENYS: Right. 

LEWIS: And Clare, Glenys is the grandmother, so this issue isn’t raised. But if 

you’re a parent and you invest outside the Child Trust Fund, you can end up paying 

tax on the interest, can’t you? 

FRANCIS: Absolutely. You have to be really careful. If you earn more than £100 a 

year in interest … 

LEWIS: Per parent? 

FRANCIS: Per parent. … then the income, it’s classed as your own income. 

LEWIS: Okay, so that’s a warning. So, Glenys, I think get onto the internet, go to a 

comparison site, find the best rates and move that money. Loyalty doesn’t pay.  

GLENYS: Right, thank you very much. 

LEWIS: Thank you very much, Glenys. And we’ve just got time to squeeze in a call I 

think from Peter who’s in Winchester. Peter? 

PETER: Yeah, good day. I want to know why you’re restricting your advice on cash 

deposits to investments principally in the UK? A fixed term cash deposit with the 

Commonwealth Bank of Australia gives 6% over 6 months and 6.5% over 12 months. 

That’s better than anything I’ve heard thus far on your programme. 

LEWIS: Right. We’ve had a few people asking this. Is it possible to invest in that 

from the UK, Peter? 

PETER: Certainly. You have to open a bank account in Australia, so there may be 

some problems there, but that’s not insurmountable. And it’s definitely a better return 

even with the exchange rate. 
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LEWIS: Right. Of course you do run the currency risk. Darius? 

McDERMOTT: The currency risk is the first and obvious thing. 

LEWIS: Because the Australian dollar’s very strong at the moment. 

McDERMOTT: It certainly has been and I would also wonder whether it is covered 

by the Financial Services Compensation Scheme being Australian based. 

FRANCIS: Yeah, I’m assuming it wouldn’t be. 

McDERMOTT: Yeah, so we tend to try and keep cash sort of simple. 

LEWIS: Peter’s point is a fair one though, isn’t it, because we tend to think … I 

mean you know if you go onto the internet to buy something, it could be coming from 

the Channel Islands or America or Australia even, but with investments and finance 

we do tend to be a bit insular. I mean is it a fair point he’s making? 

FRANCIS: Yeah, I think for a lot of people, as Darius said, when it comes to your 

cash savings, it’s keeping it simple, and a lot of people just feel a bit more they’d 

rather stick with what they know. 

LEWIS: Okay. Well useful advice to put out there, Peter. We’ll move on because I’m 

just going to squeeze Laura in. Laura, very, very briefly - and we’ll probably get one 

answer from one expert - what’s your question? 

LAURA: Oh hello. My question is that I already have some savings, but I’ve just 

been given £10,000 that I’m willing to take quite a risk on. So I was wondering what 

you would advise for somebody who’s willing to take quite a lot of risk? 

LEWIS: A risky investment, but with the possibility of a good return. Darius? 
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McDERMOTT: I would think looking at Asian equities is the fastest growing part of 

the world. 

LEWIS: Shares in Asian companies? 

McDERMOTT: Funds or shares in Asian … 

LEWIS: And you can do that through a fund based in the UK? 

McDERMOTT: Absolutely. 

LEWIS: And Liz, do you agree with that? 

WEBB: Well I’d ask actually how long you’re prepared to invest it for. You said 

you’re prepared to take some risk, but how long would you be happy to put that away 

for? 

LAURA: As long as it takes basically. 

WEBB: Okay. Well as long as it’s sort of at least a 5 year investment, yes then share 

based would be an option. And one thing to actually have a look at is asset allocation, 

which is actually key, which is really the mix between how much you’ve got in cash, 

bonds, shares and property. 

LEWIS: So you pick a fund that does that for you, don’t you - that you can look at 

the structure of it? 

WEBB: You can do, exactly. So with that sum of money, you think well actually 

what risk are you prepared to take and then pick a fund that’s actually going to do that 

asset allocation for you. 

LEWIS: And always beware of charges. Clare? 
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FRANCIS: Yeah, I was going to say. £10,000 - if you haven’t used your ISA 

allowance, you could put it within an ISA and invest in a number of funds, couldn’t 

you? 

LEWIS: A stocks and shares ISA as opposed to a cash ISA. Okay, well thanks very 

much. 

LAURA: Thank you very much. 

LEWIS: Thank you Laura for that question. We just managed to squeeze the answers 

in. But that is all we have time for. Thanks to Clare Francis from 

Moneysupermarket.com; Darius McDermott of Chelsea Financial Services; Liz Webb 

of Origen. Thanks to you for all your calls and emails. We were a bit flooded today, 

as you probably gathered. More on our website: bbc.co.uk/moneybox. Listen again, 

download a copy, and in a couple of days read a transcript. I’m back at noon on 

Saturday with Money Box. Vincent Duggleby’s back next Wednesday afternoon to 

take your calls on Money Box Live. 


