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LEWIS: Hello. In today’s programme, the high cost of loyalty: one woman is 

charged £700 a year more for sticking with her insurer for nearly 40 years. As the 

rates paid on savings plummet, is a Government scheme to boost borrowing to blame? 

Bank of Ireland tells thousands of customers whose mortgage tracks the bank rate that 

it will charge them a lot more despite bank rate not changing. And the pensioners who 

could get out of poverty by spending their house.  

But, first, the price of loyalty. One Money Box listener contacted us when she found 

out just how much it cost her to keep her buildings and contents insurance with the 

same bank for almost 40 years. Bob Howard went to meet her. 

HOWARD: (knock on door) Alison? Hello, it’s Bob Howard from Money Box. Very 

pleased to meet you. 

ALISON: How do you? Nice to meet you at last. 

HOWARD: Ah, so this is your very, very expensive to insure house? 

ALISON: Yes,  yes, it certainly is. My very, very expensive terraced two-bed 

roomed house.  
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HOWARD: So there’s no obvious reason why this should not be a fairly cheap 

property to insure? You’re not in a high crime area … 

ALISON: No. 

HOWARD: … there’s no subsidence, there’s no flooding? 

ALISON: No subsidence, no flooding. 

HOWARD: It’s not a huge property. You’ve not made claims particularly of any 

amount over recent years? You’ve not had water damage? 

ALISON: No, no. 

HOWARD: You should be a home insurer’s dream then in terms of offering a very 

competitive quote on the place. 

ALISON: I would have thought so. Yes, I would have thought so. 

HOWARD: Come through me and show me exactly what your quotes are.  

ALISON: Right. 

HOWARD: So with everything you’ve told me, I would hope that you were probably 

only paying £200 or £300 maybe for your insurance? 

ALISON: Yes. And the last quote in August was £1,010.18 payable. 

HOWARD: You are joking? (Alison laughs) £1,010.18 pence? 
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ALISON: Yes. I got married for the first time 38 years ago and, as far as I’m aware, 

the three houses which I have lived in since then have always been insured with 

NatWest Home Insurance. I thought being loyal to a bank would be a good idea. I 

thought a bank would look after me and reward me with my loyalty to them. And not 

having a computer, that was my policy. I thought it was a safe and good thing to be 

doing. 

HOWARD: So basically until the summer, you got the renewal through. You looked 

at it and you just thought …? 

ALISON: Time to pay the new renewal premium and just paid it. I trusted them, 

stupidly.  

HOWARD: So that all changed in the summer. Just explain what happened. 

ALISON: In the summer, a neighbour came round and when I quoted to him that it 

was £1,010.68, he nearly fell through the floor and said you know “What on earth is 

that all about?” David was paying only just over £100 on a very similar house. He 

questioned one or two of my neighbours, none of whom were paying over £300 for 

equivalent cover on the same properties. And I was so angry about what had 

happened that I contacted NatWest Home Insurance and asked for a quote (giving my 

daughter’s name) on the same property for the same cover as they had been giving me 

and they gave me a quote of £320, and I have that in writing. 

HOWARD: So their quote was actually less than a third of what you were paying? 

ALISON: Yes they quoted me three hundred and something. I was paying £1,010. 

So, yes, it was a good £700 more that they were quoting me as what they call a 

“valued” customer. 

HOWARD: So what do you think about that? 
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ALISON: I think it’s terrible. I think it’s totally immoral that they can do that. I know 

I’m a vulnerable OAP without a computer, but to me that is totally, totally immoral 

that they can do something like that. 

HOWARD: So what lesson have you learnt? 

ALISON: Never trust the bank again, ever. And I suppose you know each year I will 

have to “shop around” (as they call it) this year, and that loyalty to a company means 

absolutely nothing these days. 

LEWIS: Listener Alison Gann and Bob Howard’s with me now. Bob, did Alison 

complain when she realised how much NatWest was overcharging her? 

HOWARD: Yes Paul, she certainly did, and she asked NatWest for refunds for what 

she’d overpaid. But this was the response. 

NATWEST RESPONSE: If you were unhappy with the cover or the price we were 

quoting, the policy could have lapsed from renewal or been cancelled at any time. I 

am unable to offer any refunds on the policies you’ve held in the past. 

LEWIS: And, Bob, I presume you contacted NatWest this week. What did it say to 

you? 

HOWARD: Well it said the insurance product Alison had bought was index linked, 

so the level of cover grew with inflation. It said it was conducting a review to see how 

much she had overpaid and it thanked us for “drawing the problem to their attention”.  

LEWIS: But hang on, Alison did that when she complained and the bank turned her 

down. 

HOWARD: Well that’s right, but NatWest still insisted it was “the responsibility of 
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customers to shop around”.  

LEWIS: Thanks Bob. Well James Daley is the money expert at Which? magazine. 

Did many people pay this loyalty penalty?       

DALEY: Well, sadly, it’s an all too familiar story. We hear it again and again from 

our members here - people who sign up to an insurance company, get a decent quote, 

and assume that if they don’t make a claim and renew with them next year that they’ll 

be rewarded for that, they’ll be rewarded for their loyalty. But the market’s changed a 

lot over the last 10 years and you know since comparison sites came into the market, 

we’ve now got this game where people get very cheap prices in year one but then 

massive renewal quotes in year two. And if you’re not savvy with that, you will get 

stung.  

LEWIS: So you’re really saying to me that this is a deliberate policy; that you tempt 

people in with low prices and then year by year, if they just accept the offer you 

make, their price goes up? 

DALEY: Well exactly. And it’s because the whole dynamics of the market have 

changed. Comparison sites have made it very easy to compare lots of insurance 

policies in one go and that means insurance companies have to offer very low prices 

for new customers but the only way they an afford to offer those prices is if a lot of 

people then stick with them in year two and pay much higher prices. 

LEWIS: What have you found about how much premiums go up if you just stick 

with the same insurer? 

DALEY: What we did is follow about 250 of our members through their renewal 

process last year and we found that on average companies attempted to push through 

hikes of around 11% but in some cases it was an awful lot more than that. And what 

was interesting was that all you had to do was call up your insurer and say I don’t like 
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the look of my renewal quote and they would reduce it quite dramatically. But you 

have to be ready to play that game - shopping around every single year. There’s no 

reward for loyalty. 

LEWIS: Now since we raised this case with NatWest, they’ve said they’re looking 

into her case and examining what’s been happening to her. They say she has a very 

old legacy policy. Do you think insurers should be reviewing all long-term customers 

to see if they’re getting a fair deal? 

DALEY: Cases like this one are quite extreme and I think there is a case to be made 

here that this is beyond just a few additional small price increases amounting to rather 

a large premium. This is now well beyond the point where this could deem to be a fair 

price for a home insurance policy. But unfortunately, going forward, this is going to 

be a danger that everybody’s going to have to be watching out for. 

LEWIS: James Daley from Which? And I must say we’ve had the most extraordinary 

response by email and tweet. Bob Howard’s been looking at it. Bob? 

HOWARD: Yes Paul, we’ve had dozens of emails from listeners with similar stories 

to Alison’s. Quite a number were insured with Saga and said they were especially 

disappointed with a firm that’s supposed to cater for especially older customers. And 

one listener said their father worked for a large insurer and they thought they were 

getting a company discount. They found out they were paying £1,000 over the odds 

for insuring two homes. 

LEWIS: Thanks for that, Bob.  

Now a Government scheme to boost lending for mortgages and small businesses has 

been blamed for plunging rates paid to savers. The Funding for Lending Scheme will 

make available up to £80 billion from the Bank of England, which banks can borrow 

at rates that can be as low as around three quarters of 1%. The hope was it would 
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boost the mortgage market and provide valuable funding for business expansion. But 

if the banks don’t need to borrow from savers, then they’ll pay them less, and rates 

have indeed fallen by around a third since Funding for Lending began in August. I 

asked Treasury Minister Greg Clark if the scheme had indeed boosted lending. 

CLARK: The evidence suggests that it is. If you take mortgages, for example, what 

we’ve seen since Funding for Lending came into effect is that we’ve had for some 

types of loans a reduction of about a per cent in the fixed rate, and that’s about a £200 

a year difference if someone has a mortgage of £200,000. So that is making a 

difference. 

LEWIS: But the total of Funding for Lending mortgages in the first quarter was less 

than £500 million. It’s not a lot of money really, is it, in the context of the UK 

housing market? 

CLARK: Well the Bank of England said right from the outset that they would expect 

the take-up of Funding for Lending to mount over time. It’s not a quick-fix. But the 

second thing, it is important to bear in mind this was a response to conditions in 

which banks were finding it difficult to get funds at competitive rates in the market. 

Rates were rising on mortgages and indeed business loans, and so the purpose was to 

keep those rates more competitive and to have more availability than would otherwise 

be the case. 

LEWIS: One thing Funding for Lending is clearly succeeding at is in bringing down 

the rates for savers, isn’t it? As soon as it began in August, the rates for savers began 

to fall and they have plummeted by more than 30%. 

CLARK: I don’t think, Paul, there is the direct connection … 

LEWIS: But it happened on 1
st
 August. If you look at the graph, it started falling on 

1
st
 August. And everyone we’ve talked to in the savings industry has told us this is the 
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reason: they can borrow the money at a maximum of 2%, so they’re not going to pay 

savers any more. 

CLARK: This was not something that was about savers. I would be the first to agree 

that you know the rates that savers are getting these days makes its tough for them. 

It’s why we have taken action in other areas to help people. I mean we know that for 

example pensioners rely on savings more than other sections of society, so one of the 

things that we’ve done in terms of protecting the basic state pension - having the 

biggest increase in that - does provide some respite there. 

LEWIS: Even though the scheme itself lasts 18 months, till 2014, the banks have 

longer than that to repay it - right up to 2018 - so we could see these low savings rates 

persist for the next 5 years. 

CLARK: I think it’s impossible to make that kind of assessment. One of the things on 

people’s minds has been how can small businesses have access to finance? How can 

first time buyers be able to get a foot on the property ladder? This is a scheme that has 

had an impact. I think it’s the right policy to introduce at this time. 

LEWIS: Treasury Minister Greg Clark. So what would Labour do? Shadow Treasury 

Minister Chris Leslie. 

LESLIE: For now, I do think we need to keep tweaking Funding for Lending. For my 

part particularly I want to look at encouraging credit for small businesses, but I think 

we shouldn’t neglect the impact that some of these things are having on savers. We 

have to do what we can also for pensioners and prospective pensioners, in particular, 

because it’s their long-term savings that we really need to care about in particular. 

LEWIS: Labour’s Chris Leslie. Well with me is Sylvia Waycot from Moneyfacts 

who keeps track of savings rates. Sylvia, just tell us just how much rates have fallen. 
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WAYCOT: Oh it would be funny if it wasn’t so tragic. The products have fallen and 

the rates have fallen. I mean in August we had 1,124 products to choose from in the 

savings market and today we’ve only got 891, so they’ve just dropped. And, as you 

mentioned in your interview, the rates on an average have dropped about 30% since it 

all started and it did start when Funding for Lending opened. 

LEWIS: Yes I mean looking at the graph, it was about 3.2% - the average of the top 

few, wasn’t it - and now it’s about 2%? 

WAYCOT: Yeah. 

LEWIS: So I mean that is a fall in the income you’re getting of more than a third, 

more than 35%. Do you think that this really is Funding for Lending? I know we can 

look at the graph, we can say it all happened at the same time. The minister seemed to 

be thinking well it may have had some other cause. 

WAYCOT: Well do you know, that’s just convenient. It is absolutely definitely 

Funding for Lending. As soon as that was introduced what happened was the 

complete opposite to our normal daily lives at Moneyfacts. What normally happens is 

providers come through and they want to be in the top of the charts and they’ll ring up 

and they’ll say we’re bringing this product out. If we bring it out this way, are we 

going to be the top? And now that’s completely changed. They don’t want to be in the 

charts and so rates just fell, fell, fell, fell. And then they got fed up of constantly 

trying to be at the bottom of the chart that they just pulled the products altogether. The 

knock-on effect is that the building societies who rely on savers’ money to fund their 

lending because they’re probably not going into the Funding for Lending Scheme 

because they’re too small, they’ve actually found that they’ve got almost every saver 

in the nation ploughing into them to try and get their really good rates. And what 

they’ve done is they’ve had to say no and they’ve closed the doors and they’ve 

reverted back to the 90s where they’ve gone back to locals only. 
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LEWIS: And one thing we normally see at this time of year is the ISA season. 

They’re all trying to get us to put money into tax free ISAs before the end of the tax 

year if we haven’t already. That doesn’t seem to be happening this year. 

WAYCOT: No, that’s not happening either. Because when you think about it, an ISA 

account is from a provider’s point of view just a savings account. From the 

customer’s point of view, it’s great because you don’t share your tax with the taxman. 

But if the provider doesn’t want your savings, just because it’s an ISA with tax 

advantages, they still don’t want it. So no, whereas we would normally be expecting 

all sorts of razzmatazz to try and get our money off us, there’s silence out there. 

LEWIS: Silence out there. Sylvia Waycot from Moneyfacts, thank you very much 

indeed for that useful summary.  

Thousands of people with a mortgage that’s supposed to track the bank rate have been 

told that their payments will rise substantially even though the bank rate hasn’t 

budged for 4 years. They all have a lifetime tracker mortgage with Bank of Ireland. 

One listener, Gary, told us his monthly payments will more than quadruple. 

GARY: The amount of the increase was just significant - you know from .89 to 2.99 

in May and then 4.5 in October. The actual difference will be £530 more than I 

currently pay, which … well unbelievable I think is how I’d describe that and I’m 

probably still in shock now, to be honest. 

LEWIS: Another angry customer, James, was also surprised that Bank of Ireland 

could change its tracker rate. 

JAMES: I understood I’d bought a product that was fixed above base and it was 

anything but - it was going to rise from 1.1% to 3.39%, which is a 300% plus increase 

and I feel as if I’ve been mis-sold. I wasn’t made aware of and it wasn’t advertised 

that that could change.  
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LEWIS: Two listeners there. So how can a mortgage that tracks the bank rate be put 

up when the bank rate hasn’t changed since March 2009? Lesley McAlpine’s been 

taking a look. Lesley, who’s affected? 

McALPINE: The Bank of Ireland has about 13,500 customers in the UK on these 

mortgages. That’s divided between buy-to-let and residential mortgage customers. 

They were paying around 1% on top of bank rate. But that will rise later this year to 

almost 4% on top for residential customers and nearly 4.5% on top for buy-to-let 

mortgages. 

LEWIS: So what’s Bank of Ireland saying? 

McALPINE: It wrote to customers this week saying it’s required to hold more capital 

reserves and it also says the cost of funding mortgages has increased significantly. It 

insists its terms and conditions allow it to change the rate charged on top of bank rate. 

LEWIS: But Gary, James, scores of others who’ve emailed and tweeted us believed 

they were signing up for a fixed premium above bank rate for the whole duration of 

the mortgage. 

McALPINE: Well Money Box has shown these terms and conditions to a financial 

legal expert. He says that Bank of Ireland is correct: it can do that and the terms and 

conditions are actually very clear and can’t be challenged. Bank of Ireland won’t 

charge an exit fee though if customers want to move to another lender. 

LEWIS: And what’s the bank said to us? 

McALPINE: It refused to put up anyone for an interview, but it says it has a 

dedicated support line for any customers who are concerned. 

LEWIS: Thanks for that, Lesley. Well listening to this is Ray Boulger, Senior 
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Technical Manager of brokers John Charcol. First, Ray Boulger, we heard a few 

minutes ago that Funding for Lending has brought down the cost of borrowing. Here’s 

Bank of Ireland saying its costs are rising and it’s passing that onto customers.  

BOULGER: Well of course, as with all these things, it depends what your starting 

point is. If you compare the cost of funding today with the cost last summer when 

FLS was announced, then the costs have fallen quite dramatically. A lot of the 

wholesale money that Bank of Ireland borrows will be linked to 3 months Libor and 

that’s fallen half a point. If, however, you compare the margin above bank rate they 

have to pay compared to that margin when this mortgage was taken out, that certainly 

has gone up. The actual cost of money has gone down. 

LEWIS: It’s a funny time to be doing it then in a way. And of course many people 

listening, indeed our listeners that we heard from earlier, they expect if you sign up 

for a deal which tracks the Bank of England base rate and the Bank of England rate 

doesn’t change, that their mortgage won’t change. 

BOULGER: Absolutely, and I think the key point here is whether it was made 

absolutely clear in the documentation customers were given that this tracker margin 

could change. Now all these mortgages were sold prior to 2004 when the Financial 

Services Authority started regulating mortgages, so customers will have been given a 

different document then to what they would get today. My view is that if that 

document did not spell out clearly that the tracker margin could change, then 

customers have a really good case. If it was clear - and it appears from what all your 

listeners and other people have been saying it wasn’t - then I think customers should 

first of all complain to Bank of Ireland. When they get that complaint rejected, which 

they undoubtedly will, they should go to the Financial Ombudsman Service. And 

because a lot of these mortgages were sold by Bristol and West, which I’m sure was a 

member of the Building Societies Ombudsman Scheme, the Financial Services … 

sorry the Financial Ombudsman Service may well be able to look at buy-to-let 

mortgages as well. If everybody complains to the Financial Ombudsman Service, that 

will cost Bank of Ireland £750 a time and it will also delay the time when they can 
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implement the changes. 

LEWIS: Yeah. So although our legal expert said well the terms and conditions are 

clear, that has to be explained in a more straightforward way when you’re doing the 

deal because there is a danger, isn’t there otherwise, that paragraph 94 (1) will say 

something, but what the salesperson said is something different? 

BOULGER: Well that’s right. The OFT in terms of the question what is unfair says, 

among things, that providers must use plain language. Now it seems pretty clear that 

all these people who are complaining who’ve got these mortgages did not understand 

this and that to me suggests that plain language wasn’t being used. 

LEWIS: Ray Boulger from John Charcol, thanks very much for that. 

Nearly 2 million pensioners currently live in what the Government defines as poverty 

- their income is £13,000 a year or less - and yet 6 out of 10 of those own their own 

home, which can be worth £100,000, more sometimes. A study by Oxford Economics 

this week suggests that those people and many others could lift themselves out of 

poverty and suggests that more than 100,000 people a year could be helped that way; 

and if it were, then the economy would be boosted and jobs created, and they do that 

by taking out what’s called an equity release product, releasing value from the home 

they live in. Well live now first to Manchester to talk to Stephen Lowe who’s a 

Director of Just Retirement which sells these equity release products and indeed 

commissioned the report. Steve Lowe, last year only 16,000 pensioners bought one of 

these products, but you say millions could. Why is it so few? 

LOWE: Well, Paul, we’ve just completed what is the largest study looking at 

people’s attitudes towards many aspects of retirement, but particularly looking at their 

attitudes towards how they might use housing wealth. And what we’re finding 

customers telling us is that people who are now approaching retirement have 

overestimated the amount of income that they’ll generate and they’re worried about 
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the gap that they face between what they describe as an acceptable retirement and one 

where they can see themselves struggling. So they’re starting to describe we need to 

find other ways to try and top up this retirement income and I think that’s what’s 

going to create that greater demand that hasn’t been there historically. 

LEWIS: Yes, I mean this report certainly suggests the demand might grow by 16%, 

even 18% a year and that it could lift hundreds of thousands out of poverty. Stay with 

us, Steve, because with me in the studio is Mick McAteer who’s Director of the 

Financial Inclusion Centre. Mick McAteer, you’ve been very critical of this report. 

McATEER: Yes I have. I think at best it’s very speculative. I think at worst, it’s a 

dangerous fantasy. I think … 

LEWIS: Well they do admit it’s speculative. 

McATEER: Yeah well good. As I said, at the very least it’s speculative; at worst, it’s 

a dangerous fantasy. I think the idea that this product could actually grow at 14% a 

year - as they’re trying to claim in their report, I think - is nonsense. I think the last 

time we’ve seen a product grow at that rate was actually Payment Protection 

Insurance and we’ve seen where that got us. Look, I mean I think it’s really important 

to recognise that for some people equity release is not a bad option and indeed for 

many people it probably is the only option, but I think the thing that really, really 

concerns me is you’ve all these financial engineers waiting in the wings, waiting to 

sort of exploit the fears and vulnerability of people who are looking forward to very, 

very poor retirement incomes, or more recently - which actually really worries me as 

well - is that we’re starting to see signs of financial engineers developing products for 

people who are over-indebted. The assumptions in this report are not backed up by 

any objective interpretation of analysis and the claims that it benefits GDP and 

whatever again are just sort of … it’s one of the more fantastical reports I’ve seen in a 

long time. 
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LEWIS: They were quite tiny effects by 2040, as I recall. 

McATEER: Exactly, yeah. 

LEWIS: Steve Lowe, a dangerous fantasy that people can really do this in large 

numbers? 

LOWE: I can reassure listeners that people can’t sleepwalk into any kind of modern 

equity release product today, Paul. There’s a very, very important triple lock 

guarantee that’s in place to protect people. First of all specialist professional financial 

advice has to be taken combined with independent legal advice and then the highest 

kind of regulation by the Financial Services Authority. So I think it’s important to 

realise, as Mick says, this isn’t for everybody, but for some people they’re expressing 

an interest to start to use some of the wealth that’s stored in their properties.  

LEWIS: So Mick McAteer, people are living in a house worth a small lottery win, 

but they’re actually being restricted in poverty. There must be a way to release that 

value? 

McATEER: Well, as I say, I think for some people it may well be a good option or 

indeed the only option, but you know I mean the financial provider company who 

commissioned this research talks about good quality advice of course. But I think 

what we should remember as well is for example last year Which? magazine did a 

mystery shopping exercise where they tested the quality of advice of the major 

providers and a sample of financial advisers. They set these advisers a series of tests 

and only one organisation out of the organisations in the mystery shop actually passed 

all the tests and that happened to be Step Change, the debt advice charity. So none of 

the providers actually passed the test, so the quality of advice I’m afraid is still not up 

to scratch. 

LEWIS: So Steve Lowe, just respond to that briefly - that the advice isn’t up to 



 

 

 

 

16 

 

 

 

scratch despite what you call this triple lock. Very briefly. 

LOWE: Well customers who have purchased equity release are extremely pleased 

with their decisions. We asked feedback from all types of customers and the high 

satisfaction ratings come from those people that have used equity release. 

LEWIS: Okay well Mick Ateer’s chuckling, but I can’t go back to him because we 

have run out of time. That is it for today. Thanks to Stephen Lowe and Mick 

McAteer. More information and links on our website: bbc.co.uk/moneybox. Read my 

newsletter and send us your ideas, as you do. Vincent Duggleby’s here on Wednesday 

with Money Box Live, this week taking your questions on renting and letting. I’m 

back with Money Box next weekend. Today the reporter was Bob Howard, producer 

Lesley McAlpine, and I’m Paul Lewis. 


