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LEWIS: Hello. In today’s programme, British Gas is to raise prices by more than 9%, 

another £100 on your bill. When will it end and what can you do to control your 

heating costs? Star fund manager Neil Woodford says he’ll stop managing his £30 

billion Invesco Perpetual Fund in April to set up his own company. Should you follow 

the star or stick with the fund? We report on the credit union that acts like a payday 

lender - in a good way. And Asda Mobile warns its pay-as-you-go customers they’ll 

lose their credits when the service moves to a new network. 

LORNA: Basically you’ve got to use it or lose it, and it’s such a lot of money for me 

to lose. 

LEWIS: But first …  

BRITISH GAS ADVERTISEMENT 

LEWIS: And then your British Gas bill arrives. And from November, it’ll be more 

than 9% more, adding £100 a year to the typical dual fuel bill. British Gas chose 

Thursday morning to make its announcement, and at lunchtime its Customer Services 

Director Bert Pijls invited customers to tweet questions on #askbg. And they did.  
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QUESTION 1: So, at British Gas, which item of furniture should we burn first? Let’s 

ask BG. 

QUESTION 2: 24,000 pensioners died from cold last year at British Gas. Are you 

trying to round it up?  

QUESTION 3: #askbg, how much more of a bonus will your senior managers get out 

of this price hike? 

QUESTION 4: In your opinion, is it more cost effective to burn my own house 

down, bathe in the flames and then rebuild, or use the central heating?  

LEWIS: Well understandable anger there. With me is Joe Malinowski, founder of the 

Energyshop.com. Joe Malinowski, there are people who heard that news - and of 

course British Gas isn’t the first to put its prices up, SSE the week before - they were 

genuinely frightened about the cold and affording to heat their home. What can we 

do? 

MALINOWSKI: Well I guess when it comes to the size of the bill, there’s two 

variables: one is the price you pay and, secondly, the number of units that you use, 

and you multiply the two to get to the size of the bill. So there’s two things you can 

do: one - you can get the price down; secondly, you can get the volume down by 

energy efficiency measures. The real quick fix right now is to get the price down. I 

mean you know your average British Gas bill is going to be you know over £1400 for 

a cash/ cheque customer. They can get a fix and get £300 off that in five minutes. 

LEWIS: Yeah, I mean the Prime Minister said people should switch, but there is a 

danger of switching to one of the other firms and then the price going up. 

MALINOWSKI: Yeah, to be absolutely clear I think it is an absolute waste of time 

switching from an expensive variable to another variable tariff which is potentially 
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going to go up. But you know there are currently on … we are offering on our site 35 

deals cheaper than British Gas’s prices, 20 of which are fixed, and they’re fixed all 

the way up to March 17 and they’re cheaper. So you know if you move to one of 

those, you’re going to get a saving and you’re going to get price protection. 

LEWIS: So a couple of them I know are fixed for four winters in effect, to March 

2017, but don’t you have to pay a bit more now? If you’re on a decent deal now, you 

might have to pay a bit more to get on that fix. 

MALINOWSKI: Yeah, you’ve got to pay quite a lot more. And one of the most 

common questions we’ve had over the last few days is which fix do I actually go for, 

so what we’ve tried to do is you know we’ve put an FAQ up on our website how you 

might calculate it. What you want to do is how much would a short-term fix cost you - 

sorry, a long-term fix - how would a short-term fix, and what would be the difference 

between the two and what’s the implied hike. So you know the difference between a 

long fix and a short fix suggests that in a year’s time energy bills would have to rise 

by 25% to make yourself neutral. Do we think that’s going to happen? Maybe, but I 

would tend to go for the cheaper short-term fixes right now before they run out; and 

they will run out very quickly. 

LEWIS: And of course there is the promise by Labour, if it wins the election in 2015, 

to freeze prices anyway for two winters. Is that partly why prices are going up now? 

MALINOWSKI: I don’t think that’s why they’re going up right now. I think 

Labour’s price freeze has kicked in the debate about who’s actually responsible for 

the level of pricing because most of the increases this time around are due to not 

wholesale prices per se, but government imposed social environmental obligations 

and regulatory imposed distribution charge increases. 

LEWIS: So are they really going up that much because Ed Davey, the Secretary of 

State, has asked the big companies to tell him exactly where these figures come from 
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because British Gas did blame the Government’s green and social policies for putting 

up bills rather than the wholesale price? 

MALINOWSKI: Yeah, I think the issue here is there is lack of transparency and 

comparability coming from the energy companies, but at the same time we have total 

lack of transparency and comparability coming from the Government and that’s why 

everybody is actually confused. The fact is that those costs are going up and will 

continue to go up for at least another 2 years. So even if wholesale prices do anything, 

we have built-in increases of £50/£60 a year for at least the next 2 years. 

LEWIS: Joe Malinowski of the Energyshop.com, thanks very much for talking to us.  

Neil Woodford is leaving Invesco. Well either you don’t have a clue what I’m talking 

about or you’re afraid, very afraid, because Neil Woodford is the best known 

investment fund manager in Britain. He has a long-term reputation for making money 

for his investors. He was renowned for avoiding both the technology bubble early this 

century and the banking collapse a few years later. His fund has produced long-term 

returns that most managers, and indeed investors, will only dream of. As a result his 

funds have attracted £30 billion of investors’ money. But now he’s going, to set up his 

own firm. So if you have money in his Invesco Income Fund or others, should you 

stick with the fund formula or follow the man seen by many as the maestro? Well our 

maestro is Darius McDermott, Managing Director of Chelsea Financial Services. 

Darius, first, is he really that good? I mean if you look over the last 1, 3 or 5 years, 

many fund managers have outperformed him. 

McDERMOTT: Yes, I mean he is actually that good. His long-term track record is 

spectacular.  

LEWIS: So long-term is? 

McDERMOTT: Well long-term, I mean we would say anything over 5 years. But 
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from the peak of the FTSE 100 around the turn of the Noughties, sort of 1
st
 January 

2000, he has outperformed the index by some 200% over that sort of 13 year period. 

So you know … And that’s after active fund manager charges, so … 

LEWIS: After his charges? 

McDERMOTT: After his charges. So I would say he is, you know as you introduced 

him, you know the top UK fund manager. 

LEWIS: Right. And I mean the Invesco website says the annualised return has been 

over 12% over 10 years, so that’s what you would consider a good return. So what are 

you advising your clients to do - stick with the fund or follow the star? 

McDERMOTT: Well Neil Woodford is actually staying at Invesco till April, so 

there’s certainly no short-term need for any panic. What we do think with Neil’s 

particular profile is that a majority, if not a high percentage of investors, will follow 

regardless of what people like me suggest. He is very famous. He has produced 

spectacular returns over the long long-term and people will follow that type of return. 

LEWIS: Listening to that is Merryn Somerset Webb. She’s Editor-in-Chief of 

Moneyweek magazine. Merryn Somerset Webb, the past is no guide to the future, 

we’re told, when it comes to funds. Is the same true of so-called star managers? 

SOMERSET WEBB: Even more true, I’d say. I mean you know you get these star 

managers who have amazing periods of performance - which he has and Neil 

Woodford has done something that most people can’t do in that what he has done is 

stuck to his style. Most fund managers, something works or it doesn’t work; they 

change their style to fit with how they think the market is. But he’s really stuck to his 

guns on his style and that’s what’s really worked for him. But you can’t be sure that 

it’s going to keep working - a) because the style that works in the market might 

change; but also because outside of the environment in which he’s been working in 
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for the last decade or so, who knows what will happen. He’s got a certain degree of 

support there, a system that works for him, a team that works for him, etcetera. What 

happens when he moves out of that environment into the new environment? I mean 

I’m, as you know, not a great believer in following star fund managers anywhere 

because I’m not a great believer in long-term out-performance from individuals. 

LEWIS: No, though - as we heard from Darius McDermott - he has done it over a 

very difficult 10 years and produced returns far more than if you’d just stuck your 

money in a tracker fund in the year 2000. 

SOMERSET WEBB: Absolutely, some other funds have done as well. And there is 

a chance, there is a chance that Neil Woodford is the very rare thing - a skilled fund 

manager who can genuinely keep his record going - but it’s just as likely that he’s the 

statistical outlier and this is pure luck. And we know what happens sometimes to star 

fund managers when they change the way they work, move into a new environment, 

etcetera. I mean the words of Anthony Bolton are rather sad these days. You know he 

was our great star and then he moved markets and everything changed. 

LEWIS: Yes he moved to China and didn’t do as well there by any means.  

SOMERSET WEBB: And we don’t know what Neil Woodford is planning to do 

next. 

LEWIS: No, we know he’s going to set up his own fund. Darius McDermott, do you 

take anything from that? Do you think really just hitching your wagon to him 10 years 

ago might have been good advice but we didn’t know that then? We do now. We 

know he may not perform in future in a different environment. 

McDERMOTT: I think it’s extraordinarily likely we will see a very similar income 

based fund from Neil. That’s what he’s done for 25 years and done actually 

spectacularly well. That doesn’t mean he does well every year, doesn’t mean he 
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doesn’t necessarily do well for two consecutive years, but over that long-term time 

period his performance is standout and I think it’s a little unfair to make any 

accusation of luck for a fund manager with a 25 year track record of substantial 

out-performance. 

LEWIS: Sure, but, as I said at the start, over the last 1, 3, 5 years, he’s not done 

brilliantly. 

McDERMOTT: 5 years is not so bad. He tends not to be …  

SOMERSET WEBB: Darius, you just told us 5 years was your definition of the 

long-term. 

McDERMOTT: I said 5 years was the beginning of the definition of long-term. 

(Lewis laughs) But you know I think a really good period to look at is when the 

market peaked at the turn of the century from 99 and actually nearly 60% of active 

UK fund managers have outperformed, and if you buy indexes you’re buying 

backward looking sectors. 

LEWIS: Okay, that’s a general point. Now we’ve just got thirty seconds left and I’m 

just going to ask both of you quickly. The FT is claiming Royal Mail was 

undervalued, that two investment banks told the Government it was worth 5 billion 

but it chose to price it at 3.3 billion. Darius, was it undervalued? 

McDERMOTT: I think it was quite clear that it was undervalued. The market tends 

to react and it’s already at that 5 billion valuation, so I think that looks like it should 

have been about the right price. 

LEWIS: Yes, so 1.7 billion less than it was valued, so taxpayers have lost 60% of 

that £900 million. 
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McDERMOTT: Yes and the few investors who were able to get in with small 

amounts of money have actually made 50% in a week. 

LEWIS: Indeed. And Merryn Somerset Webb, your view? 

SOMERSET WEBB: Yes they were definitely undervalued. But I mean I think it’s 

difficult to attribute blame here in that it’s extremely hard to value something before it 

hits the market because it’s the market that values something, and if you look back 

over the history of privatisations pretty much every big one came to the market 

grossly undervalued and saw a huge premium in its first couple of days of trading. 

You know and you can’t overvalue these things or everyone’s going to be even more 

upset than they are when you undervalue them, so just for anyone bringing these 

things to market, it’s a matter of we’ve got to undervalue it; how much are we going 

to undervalue it by and how do we even know what we’ve done until it hits the 

market. 

LEWIS: Merryn Somerset Webb and Darius McDermott, thanks very much.  

Payday lenders have once again been facing stinging criticism from both government 

and opposition. At Prime Minister’s Question Time this week David Cameron said 

that problems in the payday market persist and consumers continue to suffer his 

words and said a cap on their charges was still a possibility. The day after, Labour 

Leader Ed Miliband announced his party would impose a cap and would support 

credit unions by imposing a new tax on payday lenders and use that to help credit 

unions modernise. Well Bob Howard’s been looking at one credit union loan system 

which is trying to attract customers who might otherwise go to a payday lender. 

HOWARD: Paul, the CUOK website’s been set up by the London Mutual Credit 

Union. It looks similar to payday lending websites and is even subtitled ‘payday 

loans’. You don’t have to save with or be an existing member of the credit union to 

appy for the loan, although you do have to live or work within one of four inner 



 

 

 

 

9 

 

 

 

London boroughs. Credit unions are currently limited to charging no more than 2% 

interest per month, so to borrow £400 over a month would cost you just £8 in interest. 

If you want the payment on the same day as you apply, you’d have to pay an £11 fee 

making that £19. Payday lenders we looked at this week would charge you well over 

£100 to borrow the same amount over the same period. London Mutual says since 

February last year it’s made more than 6,000 of these short-term loans. Emma took 

one out for £100 with CUOK last month, which she’s agreed to pay back over a 3 

month period, costing her just £4.04 in interest. 

EMMA: I’d overspent on holiday with the children, come back, was running out of 

time. I needed to get a loan to finish off buying the kids’ uniforms. It was literally a 

few questions and all online. It went through what I had coming in and they worked 

out how much I could afford to pay back. I think within 24 hours, I had it. It was very 

easy, very straightforward. 

HOWARD: This week I went along to the London Mutual Credit Union and they 

talked me through the application process online, which took about five to ten 

minutes. London Mutual admitted to me that only one in five applicants like Emma 

can be approved solely on the basis of the online application process. The other four 

out of five applicants normally then have to speak to somebody over the phone to give 

additional information. And there’s also a short psychometric test which you have to 

do as part of the online application process. 

LEWIS: Yes, thanks Bob. Well Bob thought it would be amusing if I sat a radio 

version of that test. 

PSYCHOLOGIST: Mr Lewis, are you relaxed? 

LEWIS: Yes. 

PSYCHOLOGIST: Excellent. Then we shall begin. Do you take much notice of 
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what people think? 

LEWIS: Erm no, no. 

PSYCHOLOGIST: Are you troubled by feelings of guilt? 

LEWIS: Not generally. No, no, I’m not. 

PSYCHOLOGIST: Do you prefer to go your own way rather than act by the rules?  

LEWIS: Yes, definitely.   

PSYCHOLOGIST: Have you ever said anything bad or nasty about anyone? 

LEWIS: (laughs) Yes, I’m afraid I have - yes. 

PSYCHOLOGIST: Are you a worrier? 

LEWIS: That’s difficult, isn’t it? Erm no, I don’t think I am. No, I’m not a worrier - 

no. 

PSYCHOLOGIST: Thank you very much, Mr Lewis. 

LEWIS: Do I get the money? 

PSYCHOLOGIST: We’ll be in touch.  

LEWIS: (laughs) Well, Bob, what does the credit union hope that test will achieve? 

HOWARD: Well its chief executive told me they were trying to find out if potential 
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borrowers were the type of person who would borrow without really caring if they 

repaid, and he said there was a correlation between what customers say and what their 

payment patterns are. 

LEWIS: (laughs) No chance for me then. I still haven’t heard. Mark Lyonette is 

Chief Executive of the Association of British Credit Unions. How did he react to that 

test? 

LYONETTE: Paul, I think you played that example there of one way that one credit 

union is trying to get a little bit more automated, and if it works for them then it’s 

good. I think it’s an unusual approach, it’s not the mainstream approach in the sector. 

The sector’s starting … it has just in the last 3 weeks introduced a more traditional 

automated scoring system built on a scorecard working with the credit reference 

agencies. 

LEWIS: So do you think that credit unions can or will soon be able to offer these 

virtually instant loans to complete strangers? 

LYONETTE: One of the things I’ve been saying to members recently is we might 

not be particularly keen on making loans for a 10 day period, but we absolutely need 

to not take 10 days to make a loan and historically credit unions have sometimes 

taken far too long to process a decision. 

LEWIS: Let me bring in Julian Knight who’s Money Editor of the Independent 

newspaper. Julian Knight, politicians of all parties want credit unions to fulfil this role 

and the Archbishop of Canterbury wants them to do it as well, to out-compete payday 

lenders. Do you think that’s a real possibility?               

KNIGHT: Well maybe not in my lifetime, to be frank with you. 

LEWIS: (laughs) And for listeners, I should add Julian’s a lot younger than I am.  
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KNIGHT: (laughs) Politicians I think of all parties sort of see credit unions perhaps 

as something to hang an ideal on. The only thing is the reality of the situation is 

however much I do applaud the credit union industry for developing these sort of 

techniques and trying to compete to a certain degree, they just don’t have the scale. 

The payday lending industry is worth £3 billion to £4 billion a year. And even a 3, 4, 

5 year period - if large, substantial numbers of people migrated from the payday 

companies and came towards the credit unions, I don’t think they’d be able to cope. 

LEWIS: Mark Lyonette, you’re not up to the numbers, you couldn’t do it? 

LYONETTE: We don’t believe that 10 day credit is a good thing full stop actually. 

We think there’s a good reason why for thousands of years most credit has had 

multiple periods to repay it. 

LEWIS: And Julian Knight, the present government’s putting £13 million a year into 

credit unions to try and develop their technology. Labour has now said it would put a 

tax on payday lenders to double that to £25/26 million a year. With that sort of money 

going in, could they achieve any significant scale, in your view? 

KNIGHT: It would just be a scratch on the surface, to be honest, of the payday 

lending industry. We’re talking about huge scale here and it’s growing at exponential 

rates as well. There is - let’s just face the reality when it comes to payday lending - 

there is a need for it amongst our population; the figures just show that. And any idea 

that a credit union industry - which don’t forget has only just … many parts of it have 

just emerged from the emergency ward after the credit crunch - we did have many of 

these credit unions go to the wall during that time. For it to be able to suddenly take 

on the mantel of payday lending in this country, I just can’t see it happening.  

LYONETTE: I don’t think we’ve seen very many credit unions go to the wall at all, 

Julian. I would accept that payday lending is growing very quickly. I wouldn’t accept 

that there is a need for it in the sense of if you look at customer satisfaction figures for 
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payday customers compared to say other forms of more traditional high cost credit - 

perhaps doorstep, home lending as it’s often called - then that tends to have 70/80% 

customer satisfaction. Payday doesn’t and that’s because once people are in it, the 

actual product itself, the short-term repay all your capital in 10 days time is actually 

not going to work.  

KNIGHT: But I do wonder whether or not the credit union industry is up to the task 

in this regard. We’ve got 450 of these, I’ve visited them, and they write savings and 

loans in ledgers, there’s volunteer staff - which is absolutely fantastic - but the idea 

that somehow this massive new industry, these people, these customers are going to 

migrate and knock on these people’s doors at the credit unions, I just can’t see it 

happening in any respect. 

LYONETTE: Well and I don’t think that’s a change that’s going to come overnight. 

I mean we have credit unions that are much bigger and much more professional than 

the image you paint there. Glasgow credit union, for example, or one of our police 

credit unions, are both over 100 million in assets now. They’re growing at a million 

pounds a month, which I accept is kind of very small by bank scale but is actually a 

really good healthy sign. You can see within a period of time, we could have a credit 

union sector that serves 30%, 40% of the population like Canada or the States or 

Australia. 

LEWIS: Mark Lyonette and Julian Knight. And Bob Howard’s piece on that story is 

on the BBC website. 

Tens of thousands of pay-as-you-go mobile customers with Asda have been told they 

must use all their call credits by the end of April or they will vanish. This use it or 

lose it ultimatum was texted to customers this week as the supermarket announced it 

was moving the network from Vodafone to EE. Once the change was complete, any 

credit left would disappear. Money Box listener Lorna only uses her Asda 

pay-as-you-go phone occasionally for urgent calls. She has £66 credit which she can’t 

afford to lose. She called Asda to see if she could get a voucher for the unused credit. 
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LORNA: They said basically you’ve got to use it or lose it, and it’s such a lot of 

money for me to lose. I know they’ve given us time to try and use it, but when you’re 

being frugal, you just can’t waste money like that. Like the heating’s all gone up 

again - the gas, the electricity - and you just can’t afford to waste money like this. 

Surely there isn’t just me with credit on the phone that only use the pay-as-you-go 

phone occasionally? 

LEWIS: Well indeed there isn’t. Neil tweeted me to say his son stood to lose £20. 

Calvin keeps an Asda phone in his car in case of breakdown. Moira says she just has 

it for emergencies. They will both lose a few pounds each, but told Money Box it’s 

wrong that Asda plans to keep their money, however little. Adam Samuel is a 

financial services compliance lawyer. I asked him if it was legal. 

SAMUEL: If a supplier of products or services puts a contract term in that’s unfair 

and that doesn’t purely relate to the price of goods, it is void and therefore just comes 

out of the contract. 

LEWIS: But in the terms and conditions Asda does say we can change or withdraw 

the services and you can only use the credit up to the time of the withdrawal, so there 

is a clause in the terms that almost foreshadows what’s actually happened. 

SAMUEL: The term in question doesn’t appear to have been prominently presented 

when Asda sold either the original service or, more importantly, the top-ups that it 

almost certainly has sold with it. So people have bought their top-ups not realising 

that there was any time limit on their use and this is just a simple piece of unfairness. 

LEWIS: People were told about this in the last week. The final date for the change is 

April, which is 6 or 7 months away. Couldn’t Asda reasonably say that people have 

got plenty of time to use up the minutes that they’ve bought? 

SAMUEL: Look for many people this deadline will not cause a problem because they 
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simply will use the minutes in question. But for some people, particularly the elderly 

who don’t use their mobile phones that much, this could be a real imposition to say 

you know you must make lots of calls within a set period of time. 

LEWIS: And if what you say is right and that this clause is ineffective for one reason 

or another, what can customers do to rectify it? 

SAMUEL: The first thing they have to do is complain to Asda - something in writing 

stating clearly the problem with this clause, stating that the customer wouldn’t have 

known how long they had to use up their minutes when they bought them, which is 

really the essence of this complaint, and inviting Asda to compensate them. Asda in 

turn - or if not Asda, their supplier - will be subject to one or other of the dispute 

resolution services provided by Ofcom. Members of the public who are affected by 

this should complain to those services. 

LEWIS: And what do you think Asda should do now? 

SAMUEL: Well the sensible thing to do is first of all check with the new provider 

that the new provider is not prepared to give the credit for minutes not used. If it 

really turns out there’s nothing they can do, they really need to work out how many 

minutes have been not used at the point when they transfer the service and simply 

write a cheque for the price of those minutes. 

LEWIS: Adam Samuel. The Asda website still tells customers they must use their 

credits because “we aren’t able to transfer any credit”. But several days after Money 

Box first contacted Asda, it said in a statement late yesterday, “We expect very few 

customers will be affected by this issue, but for those that are we’ll work with them 

closer to the date of the switch deadline to make sure they are not out of pocket. We 

will send further communciation to the few affected customers closer to the time.” 

Well that’s just about all we have time for today. We’ve been getting emails in from 
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various people about energy switching and Paul says, ‘What about the 62%  increase 

in standing charges which is much higher than you’ve been saying?’ Well standing 

charges do cause a problem. We’ve also had an email from Vanessa who says, 

‘Winters were as cold after the war. Everyone wore wool.’  

Well that is it for today. More information and links on our website: 

bbc.co.uk/moneybox. You can download the programme, listen to past episodes and 

give us your ideas. Ruth Alexander’s here on Wednesday afternoon with Money Box 

Live taking your questions on coping with those high energy bills. I’m back with 

Money Box next weekend. Today the psychologist was played by Carys Eleri, the 

reporter was played by Bob Howard, the producer was played by Lesley McAlpine, 

and I was myself - Paul Lewis.                                                                                       


