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LEWIS: Hello. In today’s programme, the Bank of England says interest rates will 

rise. But when? Opinions differ. And how will it affect our mortgages and savings 

rates? Bob Howard’s been checking postcodes. 

HOWARD: Yes if you’ve moved into a new home and yours isn’t recognised, you 

could be in trouble. 

RUTH: Nowadays if the computer says no, you haven’t got a cat in hell’s chance. 

LEWIS: As China tries to make its economy more consumer and market led, what 

are the risks of investing in China 2.0 as it’s being called? And the TV talent show to 

find the best financial adviser in the whole of China, but can you find the investment 

X Factor this way? 

But first …  

PRESS REACTION TO BANK OF ENGLAND NEWS: (Flourish of music) Rate 

rise signalled for 2014 as UK recovery takes hold! Rates may rise in 2015 as recovery 

takes hold! Bank won’t rush into early rate rise, says Carney! 
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LEWIS: Well that was the press reaction this week when the Bank of England well 

went a little way towards hinting that it just might raise interest rates a smidge earlier 

than it sort of hinted 3 months ago when it gave its first forward guidance about what 

it might do in the future if certain conditions were met - or, rather, what it wouldn’t do 

if they weren’t. Probably. It’s 4 years and 8 months since the bank rate was cut to the 

historic low of 0.5%. Last month, the European Central Bank cut rates further to a 

0.25%, but here the talk is of a rise in rates. Not until unemployment falls below 7% 

and inflation is within a smidge of its 2% target, but the latter has already happened 

and unemployment is heading down. So it’s not if rates will rise here, but when. 

When will it be? Live now first to Exeter to talk to Chris Williamson. He’s Chief 

Economist at Markit, which provides and analyses financial information. Chris 

Williamson, your best guess? We heard 14, 15 and probably 16 in those headlines. 

WILLIAMSON: There’s quite a difference, isn’t there? So it was back in 

July/August that the Bank first came out with this new policy trying to give some 

reassurance to households and businesses that rates are going to stay low for very 

long. Probably 2016, they thought at the time. Now the key threshold they were 

looking at was the unemployment rate, which it wanted to see fall below 7% from 

around 7.8% at the time, and only when it reached that level it said would it even start 

thinking about hiking interest rates. Now almost as soon as that statement came out, 

the economy leapt into life again. The economic data’s got better and better in recent 

months. The Bank’s revised those estimates to now say unemployment may be falling 

below 7% by the end of next year, but that’s not going to trigger a rate hike. 

LEWIS: No, I mean it’s all very Delphic, isn’t it? But what’s your best guess? What 

are people telling you? 

WILLIAMSON: Well from that perspective, yes it does look like the unemployment 

rate is going to be where the Bank said it might start thinking about them next year. 

Also the size of the economy may have regained its pre-crisis peak by then as well, so 

very good indications then that a hike is appropriate. We’ve polled households 

working with Ipsos MORI, a very reputable firm. Now around three quarters of 
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households expect to see the first hike in interest rates within the next couple of years 

and half expect within the next year. So whatever the Bank’s saying, households 

haven’t really been believing them. They’re saying that it’s going to be earlier. 

LEWIS: Okay, well stay with us, Chris, but what interests most of us is does this 

speculation affect the price of a mortgage or the return on our savings. Also with me 

is Ray Boulger, Senior Technical Manager at mortgage brokers John Charcol. Ray, 

any sign that this new optimism about the economy and rate rise is happening sooner 

than later? Is that being factored into mortgages? 

BOULGER: Well what we’ve actually seen over the last few weeks and again over 

the last couple of days since the Bank of England announcement is, where changed, 

mortgage rates are coming down and the City reacted in terms of gilt yields by 

dropping gilt yields and swap rates a little on Thursday. So I think the key point is the 

Bank of England changing its view as to when unemployment would hit 7% was 

already factored into the markets anyway and several MPC members have been at 

pains since Wednesday to point out that just because unemployment hit 7% doesn’t 

mean rates are going to go up. It’s just a trigger for thinking about it. 

LEWIS: Yes that’s really what they said, isn’t  it? And gilt yields and swap rates, 

without explaining them - if they go down, we’re not expecting mortgage rates to go 

up. Is that basically it? 

BOULGER: That’s right. That’s the key to how fixed rate mortgages are pricing, so 

if gilt yields and swap rates are falling mortgage rates are not going up. 

LEWIS: And what about the growth in high proportion mortgages, 95% mortgages? 

The Financial Times this morning is reporting there’s almost a boom in big 95% 

mortgages. That’s a risk for people, isn’t it? 

BOULGER: Well clearly if you don’t have much equity in your property and things 
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go wrong, then there’s a much greater risk of a problem than if you’ve got plenty of 

equity when you’ve got options. But the really important point is affordability, and for 

people to be able to get a mortgage, whether it’s at 20% loan to value or 95%, they 

have to demonstrate affordability. And some people who have been commenting on 

this don’t seem to understand that the lenders don’t base affordability on the initial 

pay rate; they base it on a higher rate, generally around 7%. So interest rate increases 

are factored into the affordability calculation. And the other key point is that anybody 

starting off with a 95% mortgage is going to be paying around 5%. So actually in 

many ways they’re more insulated against rate rises than somebody starting off with a 

lot of equity and perhaps getting a rate of 2 or 2.5%. 

LEWIS: But isn’t there a danger of taking out say a 2 year fix and then it comes to an 

end just when everybody seems to be expecting that rates are going to rise? 

BOULGER: I think that certainly is a danger, and for anybody with plenty of equity I 

would encourage them generally to go for a longer term fixed rate. Five year fixed 

rates start under 3% if you have at least 25% equity. I think however for those people 

with a small deposit, there is a good argument for going for a 2 year fix because of the 

huge differential in rates. Broadly speaking, a 95% mortgage will get you a rate of 

5%; 90% - 4%; and 85% - 3%. So over the course of 2 years you’ll pay back about 

4% of the mortgage. House prices are probably going up, so you should quality for a 

cheaper rate then. 

LEWIS: Okay, a very useful guide to rates there, Ray. And Chris Williamson, you’re 

still there. I’m going to pin you down now. When do you think we’ll see the first rate 

rise? 

WILLIAMSON: I think we’ll probably see them - the Government won’t like it - but 

just before the General Election. I think the pressure will be mounting then. Because 

don’t forget, this isn’t Mark Carney, the Bank of England Governor who decides. It’s 

the Monetary Policy Committee and there’s external members on there and I think the 

pressure will be building then. But it will be sold by the Government as, look, we can 
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return back to normal; this is a good sign. 

LEWIS: So just before May 2015 when the election’s scheduled for. Ray, one word - 

yes or no on that? 

BOULGER: I think it’ll be later than that. I think all the problems in the States and 

the Eurozone are relevant because that all affects our global economy. I think we’re at 

least 2 years away. 

LEWIS: Okay Ray Boulger and Chris Williamson, thanks. We’ll hold you both to 

those predictions at some point. 

Now at one time postcodes just helped to sort letters, but nowadays if you have no 

postcode well you’re a non-person as far as financial firms are concerned. One 

listener contacted us after she moved a couple of miles into a newly built home, but 

her car insurance was cancelled because her insurer couldn’t find her new postcode. 

Others in the same estate couldn’t get their house insured. Bob Howard’s been on a 

missing postcode hunt. 

HOWARD: Yes Paul, Ruth moved to her home in the newly built village of 

Waverley in  South Yorkshire last week. She’d phoned her insurer, RAC Insurance, 

the week before to give her new address. She thought it would be a straightforward 

change, but it proved to be anything but. 

RUTH: The young lady in the call centre basically said, “Your postcode isn’t on our 

system. I will input it manually.” The system wouldn’t allow her to input the postcode 

or the address manually and they basically turned round and said, “No postcode, no 

address, no insurance.” They said I would have to cancel the insurance - which I did - 

and send the certificate back - which I did - but they kindly said that they would not 

charge me a cancellation fee. 
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LEWIS: They’re all heart, Bob, aren’t they? 

HOWARD: Yes. Ruth and her brother kept contacting RAC Insurance to say that she 

couldn’t work as a nurse without being able to drive her car, but RAC insisted without 

a recognised postcode, there was nothing it could do. So Ruth went back to her 

previous car insurer, Aviva, but it couldn’t offer her a quote either. It’s been a 

particular problem because Ruth’s mother has just died and she’s been trying to 

arrange her funeral whilst also trying to settle into a new home, but she’s concerned 

this issue could also affect many other people.      

RUTH: You’re going round and round and round and round in circles and it’s just 

potentially the fact not just for me, but for anyone that moves into a new build estate, 

if they go through the same problem are they driving without insurance? Nowadays if 

the computer says no, you haven’t got a cat in hell’s chance. 

LEWIS: So, Bob, has Ruth emerged from her uninsured hell yet? 

HOWARD: Well she continued her search this week. Eventually she was offered two 

quotes, but each was three times the £300 she’d been paying with RAC. So Money 

Box spoke to a specialist car insurance broker, Adrian Flux, which has found Ruth a 

policy with Equity Red Star for less than £300. When I spoke to her on Friday 

morning, she said she was relieved to finally be back on the road. On Friday evening, 

RAC told Money Box it could insure Ruth, after all, as it could use her old postcode 

to issue a new policy. RAC declined to explain why it had changed its mind. It’s not 

just getting car insurance that’s been a problem for people moving to the Waverley 

development. Kirsty moved in in March, but said she couldn’t get home insurance 

until the very last moment - again because insurers wouldn’t recognise her new 

postcode. 

KIRSTY: You can’t complete your mortgage without having your house insurance, 

so we were having to like ring up the Royal Mail to chase them up to put our postcode 
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on because it wasn’t a valid postcode. So it was stressful enough. We’ve got a 

newborn baby and we were supposed to move in. It was throwing it down with snow, 

so we weren’t sure if we were going to move; and until about 3 days before we moved 

in, we didn’t have any house insurance and we couldn’t complete our mortgage 

without house insurance. 

LEWIS: But, Bob, there are well over 100,000 new homes completed each year. 

Surely the system for updating postcode records should operate smoothly? How is it 

supposed to work? 

HOWARD: Well, Paul, it’s Royal Mail which generates them after it’s notified of a 

new development by a local authority. They issue a postcode, but it’s not active at that 

point to prevent mail being delivered to building sites or unoccupied homes. When 

Ruth checked her postcode last month, she realised it hadn’t been activated, so she 

had to ask Royal Mail to do this. Royal Mail says it’s up to either the local authority, 

its local depot or a new resident to alert it to the fact that it’s safe to deliver there. It 

says it’ll update its list in around 24 hours. But Royal Mail’s address management 

centre said in an email to Ruth it can take several months to filter through to firms 

who use postcodes to verify customer details, but it’s a choice - firms can pay more to 

access the data every day or they can choose to pay less and access it every week or 

every month. RAC told us that most insurers only update their postcode files once a 

month, but with Royal Mail making between 3,000 to 5,000 changes every day, that 

means after a month there could be as many as 150,000 errors or omissions in a 

company’s database. 

LEWIS: Including Ruth’s address. 

HOWARD: Yes. 

LEWIS: Thanks very much, Bob. Well Graham Trudgill is from the British Insurance 

Brokers’ Association. How did he react to Ruth’s experience? 
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TRUDGILL: I was very surprised to hear that the insurer had cancelled her policy 

mid-term. Motor insurance is a requirement, it’s in legislation, she has to have it, so 

very, very harsh that they did that cancellation. 

LEWIS: And were they treating her fairly because that’s an overriding principle, isn’t 

it, that you have to treat customers fairly? 

TRUDGILL: Well we disagree with the decision. If it’s a new piece of business and 

there’s no postcode information, then we can understand an insurer might not know 

the risk and might not be so sure, but for an existing customer who they know, who’s 

only moving a mile up the road, if it was an insurance broker then I’m sure they 

would speak to the insurer and try and renegotiate it and get a quote. 

 LEWIS: So you think they should have looked at surrounding postcodes and said 

well it’s going to be similar to those and we’ll price the risk on that basis? 

TRUDGILL: That’s right, it’s just commonsense. I mean in some countries like 

Ireland, you don’t even have a postcode system and that’s how they do it. 

LEWIS: And hearing this, some people who are moving might think well I’m just not 

going to tell them until I’m sure that the postcode will be registered on all systems. Is 

that a sensible approach? 

TRUDGILL: Not a sensible approach. It’s absolutely vital that you disclose those 

facts of where you live for your car insurance, your home insurance. It’s one of the 

fundamental factors that insurance providers require. And they will ask you in the 

original documentation to tell them if you do make any changes to where you live, so 

please make sure that you do advise those changes. 

LEWIS: Ruth tried to sort this out herself. She didn’t really get anywhere. It was only 

when Money Box rang up that - as often happens - as if by magic something was 
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done. What can individuals do to speed up the process if they’re in this position?  

TRUDGILL: Well I think they should badger everybody involved, so contact the 

Royal Mail, contact the insurance provider. And keep on at them, keep trying to get 

that updated as quickly as possible. But if you’re not happy, vote with your feet. 

BIBA has a find a broker service where we will be able to get you someone who can 

make a manual override and get you a sensible quotation. 

LEWIS: Graham Trudgill of the British Insurance Brokers’ Association. Royal Mail 

and RAC wouldn’t do interviews. Let us know your postcode financial services 

experiences. 

It’s being called China 2.0. The new economic plans of the world’s second biggest 

economy, published earlier this week, are designed to move its economy to be even 

more market oriented and what we would call capitalist. The market will be at the 

heart of how resources are allocated, and with credit card use booming, the country is 

set to be the biggest online retail market this year or next. It took a great leap forward 

towards that this week when hundreds of millions of Chinese people spent a record 

3.75 billion pounds in a 24 hour online shopping binge on what it calls “singles day”. 

So is China the place to invest and what about other emerging markets? With me is 

Julie Dickson who’s on the investment team at Ashmore, a specialist in emerging 

markets. Julie Dickson, this reinvention of China, is it one to invest in? 

DICKSON: Yeah China’s been an area that we’ve been looking at for quite some 

time and the consumer story, the growth story in China has been very exciting for us 

for quite some time. And certainly the online market has been an increasing area of 

focus for us as more and more local consumers turn towards the online space for 

anything from retail, healthcare and education. 

LEWIS: Yes, I mean when I was there in Shanghai this week, it was young people. 

They were all on their smartphones all the time, they were all buying things online. 
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Many of those purchases I mentioned were actually on smart phones - perhaps as 

people were walking along commuting, I don’t know. So it is a big change in China. 

DICKSON: It certainly is. I mean there’s over one billion mobile data users in China 

alone. 

LEWIS: But what about the risk? And it’s all very exciting, but you’ve got risk of 

fraud which even Anthony Bolton, the famous fund manager fell victim to when his 

fund was there; currency risk because of course the Chinese currency, the renminbi is 

not necessarily going to be fixed forever. 

DICKSON: Indeed. Well fraud I would say exists everywhere. I mean we don’t have 

to look beyond our own borders to remember some of the big headlines that were 

created this year and thus that led to now the Financial Conduct Authority here in the 

UK, and that’s there for a good reason. So fraud is in the US, in the UK, in China, 

everywhere. That’s why you have to do your homework. 

LEWIS: Yes, but I mean fraud in China is a bit different from fraud here. I mean 

there were companies that were simply set up fraudulently and affected the 

investments a lot; whereas here it’s more manageable, isn’t it? 

DICKSON: Well not to the large scale that we’ve seen certainly earlier this year with 

market manipulations. I think those are pretty significant, so … 

LEWIS: Ah, international Libor and so on. Okay well listening to us in Singapore, 

David Kuo, Chief Executive of the Motley Fool, Singapore. David Kuo, are you a fan 

of investment and emerging economies? 

KUO: I definitely am, Paul, and I think you know the whole point about the emerging 

market is that, particularly here in South East Asia, is that we’re going to be getting 

this sort of growing middle class. I mean at the moment 30% of the middle class 
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comes from places like China and India, Vietnam. Indonesia of course you know is 

another country, the Philippines. But eventually it’s going to be 60%. It’s going to 

double. The number of middle class people is going to double by the time we reach 

2030. That’s a huge population there of middle class spenders. 

LEWIS: So people in the UK who might be thinking of this, they really prefer the 

safe old investments in the FTSE 100 or the FTSE All Share Index here, don’t they? 

They think it’s safe, they think they know what’s going to happen roughly speaking. 

Are you suggesting they should put quite a lot of their money into these new, exciting 

growth markets, certainly looking forward the next 10 or 20 years? 

KUO: (laughs) Well that really depends, Paul. I mean it depends what their risk 

tolerance is. 

LEWIS: I knew you’d say that. 

KUO: No, no, seriously. I mean if they want to stay at home, they can certainly do so 

because if you just simply have a look at the FTSE 100 companies, there are lots of 

companies that have exposure. Now I’m not giving any tips here, but I’m just simply 

saying that there are companies like Unilever, Reckitt Benckiser, Burberry. These are 

companies that have huge amounts of exposure to the middle class consumers here in 

Asia. 

LEWIS: Yes, so even the FTSE 100 index is comprised of very much foreign based 

companies. 

KUO: That’s right. 

LEWIS: And Julie Dickson, I mentioned China with its new policies - all very 

exciting - but there are other … the BRIC countries so-called, the other three in that 

acronym, they didn’t do so well. Where do you think the future is outside China? 
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DICKSON: Well certainly we see actually opportunities in Brazil and Russia. We 

think with the market sell-off that we saw earlier this year, a number of these markets 

and companies have become really cheap relative to their history and provide some 

good entry points. 

LEWIS: So Brazil and Russia, the B and the R of the acronym BRICs? 

DICKSON: Yeah, exactly. 

LEWIS: And what about outside that? 

DICKSON: But even Korea and even frontier markets. This is an area that is 

probably less known. Frontier markets, we refer to as the African markets and the 

Middle East, which may not be particularly interesting for investors because they 

seem much more risky. But you know frontier markets, these have been up almost as 

much as the S&P this year. 

LEWIS: And David Kuo, do you agree? Do you think there is space for these frontier 

markets as well? 

DICKSON: Well I do. You know being here in Singapore, I’m going to bang the 

drum for Singapore here and say that if you have a look at the … 

LEWIS: That’s hardly a frontier, is it?  

KUO: (laughs) Well it’s interesting you should say that because if you have a look at 

the Straits Times Index, for instance, which contains 30 companies, I mean those 

companies have exposure to places like India and China, Vietnam, Indonesia, 

Myanmar and also Thailand. So I mean just buying something like a non-frontier 

market in Singapore, you’re already getting exposure to frontier markets. 
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LEWIS: And Julia Dickson, if people listening to this think gosh I wouldn’t mind 

putting a few thousand pounds of my investments in that, how do you go about it 

briefly? 

DICKSON: Well there are certainly a number of funds that are available for 

investors. And by this I would mean actively managed funds. I would not go into an 

Exchange Traded Fund or an ETF as they’re referred to. 

LEWIS: No passives in this in your mind? 

DICKSON: No passives. I don’t think so because if you go passive, you end up just 

exposing yourself to the gyration of the market and just being a captive audience in 

that market, but there are actually a number of fund managers who offer actively 

managed funds who stock pick in those markets and provide superior returns. 

LEWIS: Okay Julie Dickson and David Kuo.  

Well stay with us. Saving and investing is the topic for Money Box Live this week on 

Wednesday at 3. Stay with us now and just listen to this. (Music) Well welcome to 

China Business Daily, equivalent of X Factor. It’s called Money’s Got Talent and it’s 

searching for the best financial adviser in the whole of China. One of their tasks is to 

say how they would advise people in a range of standard scenarios as Jin Yu, 

Assistant Director in charge of the show, explained to me. 

YU: Most of our scenarios are about the families. So, for example, we have maybe  

single mum with a child. How can manage the education cost? And also we have one 

couple who retired just now and how they manage their medical care? And also we 

have some young people, the  y resigned from the big company and they want to 

establish their own company and how can they manage the money for the family? 

LEWIS: Well more than 1,000 advisers applied to give advice on those standard 
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scenarios. They were whittled down to 24 who went head to head in pairs, leaving 12 

to compete in the final later this year, together with 8 runners up chosen by an online 

public vote. One who made the final is Liu Zhe. How did she feel coming out of the 

bank into a TV studio? 

ZHE: It’s just very surreal and exciting for me, yeah. I knew this competition will be 

widely viewed and I hope I can be part of it. 

LEWIS: And do you think you might win eventually because you’ve got another 

round coming up, haven’t you? 

ZHE: I hope so. (laughs)  

LEWIS: Will that make you very famous? Will people stop you in the street in your 

city and say this is the lady who won the contest? 

ZHE: Not yet. (laughs)  

LEWIS: Not yet. When you’re faced with this single mother, what she needed to do, 

what was your advice in that scenario? 

ZHE: If the scenario is a single mother, I’m sure that they will pay more attention on 

their insurance to protect the life in the future. 

LEWIS: And I think there was another scenario, wasn’t there, with an older couple, a 

retired couple? What were their concerns? 

ZHE: I suggest them to do the annuity to fit their lives. 

LEWIS: The thing that always amazes me with these foreign discussions of personal 

finance is how similar the answers are throughout the world. Liu Zhe there and Jin Yu 
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talking to me in Shanghai earlier this week. And our two financial analysts are still 

here. Julie Dickson from Ashmore, can you find a good financial adviser through a 

show like that? 

DICKSON: I’m not sure how well that would be used or placed amongst individuals, 

but certainly I’m sure it’ll get some financial houses out there in the public domain 

that may not be well known currently. 

LEWIS: Yes, I mean I think it was the major banks that actually got their 

representatives mainly in the competition, and they’ve got these wealth management 

products which seem to invest in smaller companies and pay a bigger return. But it’s 

an interesting thought, isn’t it? David Kuo of Motley Fool, the producer Jin Yu told 

me earlier it would help the public think about their finances. Do you think a quiz 

show, a talent show rather, has any place in helping people think about their finances? 

KUO: Well I think you know awareness is very important, but I think you know 

people need to know where they are now, where they need to be, and if they are going 

to ask a financial adviser then ask them how that financial adviser is going to get you 

from where you are to where you want to be and how much of that money they’re 

going to be pocketing, how much of that money they’re going to be trousering. That’s 

what I want them to tell me. 

LEWIS: (laughs) Yes I’m not sure if I featured in the scenarios actually - how much 

they’re trousering. 

KUO: Of course it didn’t, no. (laughs)  

LEWIS: But it is important, isn’t it, to get people thinking about money, and that was 

one of the purposes - to make people aware of what was possible and not just put it on 

a cash deposit where the rate is actually fixed by the Government in China? 
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KUO: Well quite right. And the other thing that I got you know from that little clip 

there was that that person was selling insurance. I mean the only product that she 

could recommend to that poor woman, that poor single mother, was buy some 

insurance. That’s the last thing I’d want to do. 

LEWIS: Okay, David Kuo, thanks very much, and also thanks to Julia Dickson.  

Well that’s it for today. More information, links on our website: bbc.co.uk/moneybox. 

You can download the programme, listen to past episodes, send us ideas - and you 

already are, they’re coming in. Ruth Alexander’s here, as I said, on Wednesday with 

Money Box Live taking questions on saving and investing. I’m back with Money Box 

next weekend. Today the music was by Malcolm Arnold, the verbal melodies were by 

Bob Howard, the production was tuned by Lesley McAlpine, and I’m … well I’m just 

Paul Lewis.  

  

 


