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LEWIS: Hello. In today’s programme … 

BRIAN: People of Britain, for goodness sake! 

LEWIS: Oh shut up, Brian, you’re on later! If you’ve got an HMV gift card or 

voucher and are wondering how to get something back, we explain. Would you put a 

credit or debit card into a gizmo attached to someone else’s mobile phone? The FTSE 

100 Index rose by just under 6% in 2012, so how much would an investment that 

tracks the FTSE 100 rise by? You may be surprised. And … 

BRIAN: People of Britain, for goodness sake! 

LEWIS: Brian, wait! And your questions about the new state pension will be 

answered.  

HMV, the high street music and DVD store went into administration this week, 

leaving thousands of customers with unspent gift cards and vouchers. The 

administrators, Deloitte, have confirmed that vouchers and gift cards are no longer 

accepted. But if the gift card or voucher was purchased using a debit or credit card, 

the person who bought it could use a process called chargeback to get the cost 
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refunded. Martin Lewis of Moneysavingexpert.com has been writing about 

chargeback for some time.  

M. LEWIS: To do this, you call up your bank and you say I have not had appropriate 

goods. I would like you to do a chargeback, which means that the good hasn’t 

transacted, therefore I want my money back. This is a promise made by the payment 

company - Visa, Mastercard or American Express - that you should get the goods that 

you pay for. Had huge success on chargeback. I remember Farepak telling people at 

the time about chargeback. Now this works on debit cards or credit cards. It’s any 

payment processor’s card.  

LEWIS: Well those undoubtedly are your rights, but we’ve heard from a number of 

listeners who’ve found it’s not so straightforward in practice. First, Elaine. 

ELAINE: When I called the debit card dispute line, they took the details and then 

said I would have to send in the letter explaining everything, but with some receipt or 

proof that there was the £50 still on the gift card. And we didn’t have the original 

receipt and there wasn’t any way that we could get a receipt showing the balance left 

on the card. 

MARK: I contacted my bank, which is Yorkshire Bank, and I asked them about being 

able to claim the money back for the gift voucher using chargeback, but they were 

very clear that that isn’t something they would do even though I’d bought them on a 

debit card. 

LEWIS: That was Mark from West Yorkshire following Elaine. So why are people 

running into problems? Charlotte McDonald’s been ringing the card providers. 

McDONALD: Yeah, I’ve been told by the major banks that chargeback is possible 

for gift cards, but there can be problems. As Elaine found, the bank will want proof of 

the value of the card. Normally that would be the receipt. Mark’s provider is 
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Yorkshire Bank, which told me that Maestro is not covered by the chargeback rights 

in this instance. If it had been a Visa or Mastercard, he would have been okay; and 

Mastercard, which owns Maestro, confirmed that. But it’s the only exception we 

know of. Now even if the bank does accept your claim, it may take a while to get the 

money. If it doesn’t, then put in a complaint in writing. And if that doesn’t work, go 

to the Financial Ombudsman, who confirmed to Money Box yesterday that it did deal 

with a lot of complaints where banks would not even pass the claim to Visa, 

Mastercard or American Express. 

LEWIS: Thanks, Charlotte. And, remember, it has to be the person who bought the 

card who asks for their money back. If you bought the card using cash, you can’t do it 

of course, but even then all is not quite lost. Martin Lewis? 

M. LEWIS: There are a couple of firms who as a goodwill gesture, nothing to do 

with HMV, are saying we will honour gift vouchers in part. Music Gifts UK is a good 

example. You can pay up to 50% of your goods with HMV gift vouchers. There are 

some restaurants who’ll give you a cocktail if you take your gift voucher in. And the 

final one I would say is while HMV’s administrators say they will not honour the gift 

cards, someone may buy the brand HMV. For goodwill, to try and win back some of 

the will that’s been lost because of vouchers, it may decide to honour the vouchers. 

That is a hope. So the one thing people shouldn’t be doing is throwing them away. 

LEWIS: More details of those and other offers on Martin’s website, 

Moneysavingexpert.com, for people who will honour HMV vouchers. And since I 

talked to Martin, Asda and Tesco have announced that they’ll be accepting HMV gift 

cards which were bought from their shops, not any others, and you will need proof of 

purchase. So with many high street retailers under pressure, should we buy gift cards 

or vouchers at all? Martin Lewis? 

M. LEWIS: I’ve been warning against gift cards and vouchers for a couple of years. 

You’re reliant on the company’s solvency. Yeah now of course Marks & Spencer’s, 

John Lewis are unlikely to go bust, but ultimately give somebody cash. Just be honest 
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about the fact that you’re giving them money. It’s far more flexible to use than any 

gift voucher scheme. 

LEWIS: Louise McDaid has been fighting for 6 years to get money back for people 

who lost what they’d saved in the Farepak Christmas Club. She now wants protection 

for gift cards. 

McDAID: They are an excellent idea. However, the voucher industry for me should 

be seriously looking at bringing in some sort of consumer protection to protect 

people’s money. Why on earth would I go out and purchase a voucher or a gift card 

knowing that there’s a possibility that this business might go under? My advice would 

be not to buy them. 

LEWIS: And of course there is a simple way to avoid these problems. 

BRIAN: People of Britain, for goodness sake next time you want to buy a present for 

your loved ones, don’t buy a gift card! Just give them money! 

LEWIS: (laughs) Brian Blessed. I said his turn would come. I should stress though 

that buying a gift card is a risk, but if you’re happy to take that risk of course they can 

be a nice gift. But do protect yourself by using Visa, Mastercard or American 

Express. 

The index of shares in our biggest hundred companies, the FTSE 100, closed this 

week at its highest point since the financial crisis of May 2008. That’s after a good 

year too - the FTSE 100 Index rose by almost 6% in 2012. But if you had money in a 

fund that tracked the FTSE 100, how much should you have made? 6%? Less? More? 

Well it’s not 6%. It is in fact more like 9%. Ruth Alexander’s been finding out why an 

index tracker can do much better than the index it tracks. 

ALEXANDER: Yes, tracker funds are a ‘does what it says on the tin’ kind of 
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product. They’re funds designed to track an index. If the index goes up, so does your 

fund. 

LEWIS: Minus fees though. 

ALEXANDER: Minus fees, which range typically between about 0.1 and 1% a year. 

But if you look at the performance of index trackers, they’ve done much better than 

the published stock market index, as you say. Take a few examples. The Legal and 

General UK 100 Index Trust went up 8.3% in 2012. The Liontrust FTSE 100 returned 

10.3% over the course of the last year. And the Halifax UK FTSE Index Tracking D 

Fund returned 11.9%. So why are they beating the index? Well Money Box can 

explain this puzzle. The widely published and reported stock market index may have 

gone up only 6%, but this only captures part of the story. There’s another index, the 

total returns index, which doesn’t get reported on nearly as often. The standard stock 

market index  captures the price performance of company shares, but companies also 

pay out dividends to shareholders. Now the other index includes these dividends 

reinvested and so is a better measure of the stock market’s overall performance. It’s 

higher as a result of the compounding effect of these dividends, so it rose not 6% but 

almost 10% in 2012. 

LEWIS: So if this index reflects the actual performance of an investment where 

dividends typically are reinvested, why isn’t it more widely known or indeed quoted? 

ALEXANDER: Well although it’s calculated by the FTSE group, it’s not easily 

available to the public, you’re right. The data is available on the web on sites like 

Bloomberg, but you really have to know what you’re looking for; and, as I’ve found, 

even then it can be tricky to pinpoint.  

LEWIS: But why isn’t it talked about much by the investment industry? Surely that’s 

the measure to judge investment performance against? 
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ALEXANDER: Yes tracker funds are so-called passive funds that just seek to follow 

an index, but there is another kind of fund, the active fund, where particular shares are 

chosen because the manager thinks they’re a good bet. Now these funds are often 

marketed by comparing their performance against that of the FTSE 100 Index, but it 

would probably be more accurate to compare them against the FTSE Total Returns 

Index, which of course would be harder to beat. 

LEWIS: Hmn, I’m beginning to see why they don’t mention it. One more thing 

though, Ruth. You might expect trackers to match this Total Returns Index, but some 

achieved barely 8% in 2012 while others bizarrely exceeded 10%, almost 12% in one 

case. Shouldn’t they all be much the same and, after fees, a bit below 10? 

ALEXANDER: Well you’d think so. But while trackers aim to match the index, it’s 

quite complicated to build a replica fund and so the performance of funds will slightly 

differ to that of the index. And also the fees funds charge can make a big difference. 

LEWIS: Ruth Alexander. And we’ve put a link to where you can find the Total 

Returns Index on our website: bbc.co.uk/moneybox. Well with me is David Kuo of 

the Motley Fool investment website. David Kuo, this almost seems like an industry 

secret. Why is it so hard to find? 

KUO: Because it is actually quite difficult to calculate the total return. I have myself 

a spreadsheet which I use for calculating the total return and it’s not something that I 

would encourage people to do because it is very, very complicated. 

LEWIS: But the FTSE people do work it out and they do publish the index and we 

found it very hard to track down. I think we found one site and we put a link on our 

website. 

KUO: That’s right. I mean we also have Bloomberg available too, so therefore you 

know we find it quite easy to get hold of the total return if we want. But unfortunately 
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again it is very difficult for people to understand. 

LEWIS: And why isn’t it used by the industry? I mean I was slightly cynical when I 

was chatting to Ruth that maybe they don’t want us to know what it is, so they can’t 

see how well or badly they’ve done? 

KUO: Up to a point, I guess, but also because it is quite easy. Now it is very difficult 

to explain to somebody how you actually arrive at the total return index itself. But let 

me give you a very quick example, Paul. Let’s say I go out and buy myself a kumquat 

plant. I buy it and the kumquat plant produces fruit. Now if I paid £10 for the 

kumquat plant and I sold it for £10 theoretically I haven’t made any money, but 

during the time that I own the kumquat plant I have had the benefits of the fruit. I can 

convert it into jam, I can convert it into deserts for myself, so therefore I have got 

benefit from that. If somebody took away those kumquats and didn’t give it to me, 

then of course I wouldn’t have had any benefits from it. 

LEWIS: And David, I’ve been in big trouble overnight because I tweeted, trailing the 

programme, that if you paid someone to invest your money and they made less than 

9% or 10% in 2012, a reasonable tracker return, you should complain. Should you? 

KUO: Well I think you should complain because, going back to the kumquat, it’s 

almost as though the fund manager has taken the kumquats and eaten them and not 

given them to you, so therefore at the end of that period he says here’s your money, it 

looks pretty good, but you’ve lost the kumquats. 

LEWIS: Yes, but they would say you should be balanced. I mean you know perhaps 

I’m a bit harsh on people, am I? 

KUO: Well there are some fund managers who are very good and therefore they’ve 

taken the kumquats, converted into jam, and given it to you as well as the kumquats 

themselves. 
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LEWIS: And of course they’re not all in shares, are they? And very briefly, David, I 

often say I put my money in cash. I’d have made 2% or 3%, not 9% or 10%. Am I 

being stupid? 

KUO: Well the thing is if you had left it in the stock market, you would have had the 

dividends and that would have given you 4% anyway - so maybe up to a point, Paul. 

LEWIS: (laughs) Up to a point, I’m stupid. Thank you David Kuo. Good to see you 

as ever. David Kuo from Motley Fool. 

Now a new solution is being offered to small business people who want to give their 

customers the chance to pay by credit or debit card, but don’t want to be tied into an 

expensive contract to rent a card machine from a bank. Several firms now have 

devices that let them take card payments using an app on their smartphone or tablet. 

The device and the app can cost a few pounds, it can cost nothing in some cases, but 

there is of course a percentage taken from each transaction and will customers feel 

comfortable paying this way? Bob Howard’s been to speak to two small businesses 

using systems from Sum Up and iZettle. 

ROONEY: My name’s Tom Rooney and I run Burger Bear. It’s a pop-up street food 

burger joint. We’re currently stood in a derelict car park in the centre of Shoreditch 

and we don’t have the usual amenities a normal restaurant would have. 

HOWARD: So how were you taking payments? 

ROONEY: Always cash. Banks don’t really have facility to do mobile payments that 

I need at the minute. I started Burger Bear in June and instantly decided I wanted to 

be ahead of the game with technology and payments. iZettle were the first company to 

pop up. 

HOWARD: Just tell us what difference it’s made to your business? 
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ROONEY: Saves them running to a bank to go and get more money out. It’s opened 

up business to a wider community of people because I sell maybe forty burgers to one 

office on one day and that wouldn’t have been feasible without the use of cards. 

HOWARD: And for the individual customers who come here to buy a burger, what 

proportion of those want to pay on a card now? 

ROONEY: I reckon probably 20%. I never say cash or card, just the option’s there, 

and the iPad’s constantly on show and I’m ringing through cash transactions. So every 

transaction runs through iZettle - cash or card. 

HOWARD: What do people think about putting their credit or debit card into your 

smartphone? 

ROONEY: To be honest, it’s a lot of intrigue. People really want to see it work and 

they’re actually more amazed at the possibility than worried about security. 

HOWARD: And the cost to you is 2.75% for every transaction. Do you charge your 

customers then for paying by card? 

ROONEY: I don’t charge them. 

HOWARD: So Tom, you’re going to sell me a drink just to show how this works for 

a pound. Now I’ve got a Visa and a Mastercard, but you’re saying it’s much easier to 

use Mastercard than a Visa. Why’s that? 

ROONEY: Visa’s fine, but it needs a bit of customer interaction. It involves a text 

message to their smartphone and they enter their own card details. 

HOWARD: Okay, but we’re going to try it with a Mastercard because it’s a bit 

quicker for our purposes. 
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ROONEY: The iZettle dongle is plugged into the iPad and that’s the dongle chip 

reader. So I’m just going to push in drink for a pound on the option and then push 

charge and then I get the opportunity to insert the card. So it’s now reading your 

Mastercard and it’s authorising. Okay, so payment approved. So I’ll give you your 

card back in just a second. Now I just need you to sign inside the box here. 

HOWARD: Okay, so I sign with my finger, do I? 

ROONEY: Sign your finger, yeah. 

HOWARD: (laughs) That could be any signature though, Tom, with my finger if you 

compare the two. 

ROONEY: It could be any signature. But, like I said, these are small payments. So if 

you had stolen a card, then it’s unlikely you’d be getting a burger. Okay, so yeah your 

signature looks great … 

HOWARD: You’re satisfied with that? 

ROONEY: … so your card goes back. And then you’ve got an option to send an 

invoice over to yourself if you want proof of purchase and indeed my details and 

iZettle’s details just for extra security. 

HOWARD: I’m going to pop out of the car park now and walk along the street and 

just chat to some people and see if they were buying a burger from his stall whether 

they would be prepared to put their card into his phone to make that transaction. 

MALE PASSERBY: Maybe if I saw enough other people doing it and sort of got 

used to the method that way - then yes maybe. But if someone sort of suggested that 

to me on random occasions, I’d be a bit surprised maybe. I mean it’s someone’s 

phone at the end of the day. I don’t know what he’s doing it. I don’t know if my 



 

 

 

 

11 

 

 

 

card’s being copied or whatever. 

FEMALE PASSERBY: Only if I was confident that there was security around it. 

And I’m not yet about that, but eventually yeah I think it’s a brilliant idea. 

HOWARD: So what would be your concerns? 

FEMALE PASSERBY: Giving somebody my credit and debit card details. I don’t 

know who he is. He could be anybody.  

HOWARD: So those people at least still need some convincing. But other small 

business people are signing up to rival smartphone technology providers. Jim Stewart, 

a director of the Surrey based firm Butta, which makes eco-friendly wax for use on 

snowboards and skis, says he’s confident this way of taking payments is the future. 

STEWART: It’s been plain sailing as of yet and the money’s always appeared in my 

bank account. We haven’t had anything that’s been declined. My accountant’s happy, 

which is the main thing, my bank’s happy - so yeah, it’s all been good. 

LEWIS: Jim Stewart ending that report by Bob Howard. Well the firm Jim has 

signed up to is called SumUp and its Sales Director David Carman is with me. David 

Carman, Jim sounded happy, but the shoppers Bob spoke to were quite sceptical 

about putting their card into a device attached to a phone. 

CARMAN: Yes, as with any new technology, consumers need to get used to it. We 

seem to remember that some time before the internet banking, even Chip and PIN was 

launched, people were very sceptical about that. 

LEWIS: It’s a bit different though, isn’t it? Someone’s got a mobile phone, they’re in 

a car park like Tom selling his burgers and he says, “Ooh, just shove your card in this 

phone.” I mean you do wonder, don’t you? 
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CARMAN: Yeah, you would do, I think. You’ve got to remember that a lot of these 

small businesses also hold relationships; that it isn’t just a man in a car park selling 

his wares most of the time. It’s how much you actually trust the merchant selling their 

wares rather than ourselves. But with anything else, you know we’ve surveyed our 

most active merchants at SumUp and it’s not an issue to them. 

LEWIS: Also with us is Stewart Roberts. He’s the Managing Director of iZettle, the 

firm which Tom from Burger Bear used. Stewart, that process of signing onscreen, 

it’s a bit like when someone delivers a parcel to your door now - you sign onscreen. 

Or with Visa it’s more cumbersome, you have to send a message back and forth. Is 

that really going to catch on? It seems a bit difficult to me. 

ROBERTS: Well I think it’s finding something that’s fit for purpose, Paul, to be 

honest. The solutions that you can get on the high street today which encompass other 

methods of authentication are great, but they just don’t meet the cost profiles that 

these small businesses can handle. 

LEWIS: I was a bit surprised you didn’t just enter your PIN though. One of your 

competitors Payleven says it will introduce that next month, it’s telling us. 

ROBERTS: Well we have a number of people that are telling the market what they 

will do. (Lewis laughs) iZettle, we have a process of telling people what they can do 

on the day it happens, so we wait and see when it comes out. And there’ll be a number 

of options and I think that you know the next year will really take it to defining which 

is the winning option. 

LEWIS: And on security, David Carman, are these devices approved by Visa and 

Mastercard? Can we really be happy that that information isn’t zinging its way off to 

somewhere in the Far East? 

CARMAN: Yes, I mean with any form of payment and using Visa and Mastercard, 
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we have to have the PCI compliance, we have to have the security in place. They 

would not allow payments to be processed unless we’d met their strict guidelines on 

that. 

LEWIS: So it’s all safe. And Stewart, safe? 

ROBERTS: Absolutely. Again I’d say something that’s fit for purpose. And we have 

the added pleasure of American Express and Mastercard as investors in iZettle and 

they really wouldn’t want to work in a space that they didn’t believe was safe. 

LEWIS: Okay, Stuart Roberts from iZettle and David Carman from SumUp, thank 

you very much for talking to us.  

Now this week you’ll probably have heard the Government set out its plans for a 

radical once in a generation reform of the state pension. From 2017 we expect a new 

Single Tier pension will be introduced. Everyone who reaches pension age after it 

begins, which is probably going to be 6
th

 April 2017, and who’s got 35 years national 

insurance, will get a state pension worth in today’s money £144 a week. But it is a nil 

cost plan, so for every winner there will be a loser. Money Box listeners have been 

bombarding us with questions. They’re still coming in on email. We answered some 

on Wednesday on Money Box Live. Still they arrive. In the hot seat to answer them, 

Tom McPhail, Head of Pensions Research at Hargreaves Lansdown. Welcome, Tom.  

McPHAIL: Good morning, hi. 

LEWIS: I expect we should have some Mastermind music really, shouldn’t we? 

Here’s Colin who called from Edinburgh. 

COLIN: I’m 57 and I’m in the very lucky position of having been able to take early 

retirement when I was 55. I built up about 32.5 years contributions and was therefore 

expecting to be able to get a full pension when I reach pension age. Under this system, 
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I would need to have built up 35 years of contributions in order to get the full pension. 

Would it be possible for me to try to buy additional contributions? 

LEWIS: Tom McPhail? 

McPHAIL: Well the first point to make is that come 2017 when the new system 

comes in, the Government’s going to do a double calculation: they’re going to look at 

what Colin would have been entitled to under the current system; they’ll look at what 

he would get under the new system and he will get the better of the two. So it may 

well be that he will get the full state pension because that’s what he’s already built up 

an entitlement to now. Then separately there was the question of if that weren’t the 

case, would it be worth him buying additional years?  

LEWIS: I mean the cost is quite low and the rewards are great because for every year 

you buy, if there’s a gap you get, what, over £4 a week, £200 odd a year, and they 

only cost you £300 or £400 to buy. 

McPHAIL: That’s right. So for anyone who wanted to buy additional years who 

found that there was a gap, after 2017 when they’ve done the calculation there’s a gap 

in your record, for every extra year you buy you’re going to get, as you say, an extra 

£4 a week state pension. That’s a couple of hundred pounds a year income. Today’s 

cost of buying that is about £700. So you pay £700, you get £200 a year. So you’ve 

only got to live for 3.5 years and then you’ve got your money back, so it’s a good 

deal. 

LEWIS: Yes. And people often look down on the state pension - £144 a week, 

£7,500 a year. How much would you need in a pension pot privately to buy an index 

linked pension of £7,500 at 65? 

McPHAIL: The new state pension, £144 a week, you would need somewhere over 

£200,000 in a private pension pot to buy you that kind of income from a private 
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pension. It is a very valuable deal. 

LEWIS: Gosh! Ruth from Buckinghamshire emailed this. 

RUTH: I’m 60 in May and will receive my state pension at the end of 2016. Can I 

delay taking it and get the enhanced flat rate pension of £144 from April 2017? 

LEWIS: So Tom, we’ve had so many people asking us that. Tell us the answer. 

McPHAIL: If only it were that easy. No, they saw that one coming. The deal is and 

always has been that your state pension entitlement is calculated based on the date 

you retire. Whether you defer your state pension or not will not make any difference. 

They will base it on the date you’re due to draw it. 

LEWIS: Your state pension age. Now I worked out if it does come in on 6
th

 April 

2017, the key dates are for men 6
th

 April 1952 or later - you’ll be in the new system. 

For women, 6
th

 July 1953 or later, you’ll be in the new system. And I must say we’ve 

had lots of emails. One’s just come in this morning from a lady who says this is sex 

discrimination. I was born in March 1953. If I was a man, I’d get it. I’m a woman. I 

won’t. 

McPHAIL: Yes and I think the Government’s conscious of this. They said 

provisionally the start date is going to 6
th

 April 2017. I wonder if between now and 

then we’ll see some kind of fudging of the calendar to try and gloss over that. But for 

now, that’s the way it looks like it’s going to play out. Some women will lose out 

where some men would gain if they were the same age. 

LEWIS: Yes, I’m sure half a million women who are affected will be writing to their 

MPs about that. Now this is another email from Richard in Sutton. 

EMAIL FROM RICHARD: I’m due to retire in 2024 when I’m 65. As well as my 
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basic state pension, under current rules I’m due to get £28 of SERPS on top. Will 

SERPS still be included or will they cease to exist? 

LEWIS: Another point of confusion, Tom. Sort it out for us. 

McPHAIL: And again, as with Colin, there’s already some entitlement there to the 

basic state pension, plus the SERPS on top. So again come 2017 they’re going to do 

that calculation, they’ll work out what is your foundation amount, they’ll look at 

which system you’d be better off on, and that’s what you will get going forwards and 

you’ll then be able to build up more state pension on top after that. 

LEWIS: Tom McPhail, I’m afraid we’re going to have to leave the questions there. 

They’re still arriving, but thanks very much Tom McPhail of Hargreaves Lansdown. 

That is it for today. There’s more on our website: bbc.co.uk/moneybox. Vincent 

Duggleby’s here on Wednesday with Money Box Live taking questions on saving and 

investing. You can email us via the website. We’ve already had people saying what 

about book tokens? You can spend those in bookshops all over the country, so that’s 

an alternative to a gift card. I’m back with Money Box next weekend. Today reporters 

Ruth Alexander and Bob Howard, producer Charlotte McDonald. The actor was Brian 

Blessed, the fruit was kumquat, and I’m Paul Lewis. 


