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LEWIS: Hello. In today’s programme billions of pounds are promised to boost the 

housing market with state backed mortgage guarantees and loans. Will that inevitably 

boost house prices? More money will be found to subsidise childcare costs of 

taxpayers. As vouchers become tax relief, who will do better and who will not? From 

next year, the amount of income we can have tax free will rise to £10,000, but tax 

allowances for most over-65s are frozen. MPs in Cyprus debate plans to avoid their 

country going bust. Will the Cyprus bailout be as copper-bottomed as the island? And 

Tesco confuses some customers with its interest free balance transfer credit card. As 

ever, we un-confuse. 

But first, the Budget, and the extended scheme to help people buy a home. And not 

just a new home this time. The Mortgage Guarantee Scheme will underpin £130 

billion of home loans backed by £12 billion of state money, and it’ll help anyone - 

first time buyer or not - buy a home, new build or old, worth up to £600,000. Sue 

Anderson from the Council for Mortgage Lenders explains how the scheme will 

work.  

ANDERSON: From the borrower’s point of view, it’s a normal 95% mortgage with 

the borrower putting in at least a 5% deposit. What’s different about this is that from 

the lender’s point of view the risk is offset, and if the borrower should default and the 

lender had to repossess then the lender would be able to claim from the Government 
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part of the shortfall if they couldn’t get back at least the money they’d expected to 

down to 80% of the original loan to value.  

LEWIS: So the Government is in effect guaranteeing the sort of top slice of 20% 

minus whatever deposit the borrower makes?  

ANDERSON: That’s exactly it. From the borrower’s point of view, it’s really just the 

same as any other 95%. 

LEWIS: But presumably from the borrower’s point of view, they’re going to get a 

better rate because there’s less risk on the lender’s part? 

ANDERSON: We don’t know the size of the commercial fee that lenders will have to 

pay to access this scheme, so it’s quite difficult for us to know what it will do to price. 

If it works properly, this ought to give lenders a lot more confidence about lending at 

higher loan to values without incurring significant levels of scrutiny from regulators 

or their risk committees or their shareholders who might otherwise worry. 

LEWIS: So it will make mortgages more easily available, but not necessarily 

cheaper? 

ANDERSON: I think that’s the policy intent and the likely outcome. 

LEWIS: Sue Anderson from the Council for Mortgage Lenders. The mortgage 

guarantee is not the only housing initiative in the Budget; there’ll also be a major 

extension to the current scheme to help first time buyers. From 1
st
 April if they can 

provide a 5% deposit and borrow 75% of the price from a lender, the remaining 20% 

can be borrowed from a Government agency interest free for 5 years. That loan is paid 

back when the home is sold. With me is Ray Boulger, Technical Director of mortgage 

brokers John Charcol. Ray, this extended scheme is like the current scheme. What are 

the restrictions? How is it changing? 
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BOULGER: Well the main changes are that first of all it will no longer be limited to 

first time buyers. Secondly, the restriction in terms of the maximum value of the 

property has been removed. Well, sorry, it hasn’t been removed; it’s been increased to 

£600,000. So those are probably the two main changes and it clearly therefore opens 

the door to a lot more people. There are a lot of people who are looking to make their 

first or maybe even second move in the property market who have got just as many 

problems as first time buyers; they’ve perhaps lost most their equity. So I think that’s 

a really sensible move. 

LEWIS: Yes. It’s only new build though, isn’t it? And Claire emailed us from 

Weymouth saying that a new build house is much more expensive than an older house 

and that negates the effect of the help. 

BOULGER: Well a new car is much more expensive than a second car as well. You 

know you pays your money and you takes your choice. I think if you’re buying a new 

build house then what happens in practice is you usually buy the house with the 

garden still a building site, you spend money on the garden and that tends to increase 

the value. New build flats do tend to increase in value more slowly because you’re not 

clearly spending money on them in the same way. 

LEWIS: And do you think these schemes - that one and the Mortgage Guarantee 

Scheme - will they make mortgages more easily available or will they make them 

cheaper? 

BOULGER: I think both will happen actually. At the moment there’s a relatively 

small number of lenders participate in the First Buy Scheme. This, I suspect, will 

actually mean that many more lenders are interested in participating because the 

market will be much bigger. And when it comes to the guarantee scheme, as Sue 

Anderson said a key thing is going to be what the cost of the guarantee is. But the 

other key point is will the lenders get what’s known as capital relief because that’s a 

major problem at the moment - lenders have to set aside huge amounts of capital if 

they lend at 95%. 
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LEWIS: And very briefly, Ray, will this push up house prices? 

BOULGER: Inevitably if you have more funding in the market to help buyers, it has 

some impact. So I think yes, but only to a small extent. 

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

The Chancellor also announced that from April 2014 the personal tax allowance will 

be raised to £10,000. That’s a Coalition Government promise for the end of the 

Parliament now been brought forward by a year. That £560 increase is worth around 

£112 a year to a basic rate taxpayer, £2 odd a week, and higher rate taxpayers will 

also gain from it. More on that in a minute, but the Chancellor caused some confusion 

by referring in his speech to a 10p rate of tax. 

THE CHANCELLOR: We’re going to turn their 10 pence band into a zero pence 

band and they don’t have to worry about it anymore. Every person who is paying the 

10 pence rate that they doubled will now be paying no income tax at all. 

LEWIS: Well that had many people thinking - including me, I have to confess - that 

there were going to be changes in the rather complex 10p rate, which is charged only 

on savings interest just above the personal allowance. But that’s not right and the clue 

is that if you look at the official Budget statement on the Treasury website, that 

paragraph’s been deleted; it’s just not there. Live now to talk to Jane Moore. She’s 

Technical Manager at the Institute of Chartered Accountants in England and Wales. 

Jane, just briefly deal with that statement which did confuse people. 274,000 people 

get this sort of residual 10p band, but most I think thought it had gone in 2008. 

MOORE: Yes, the 10p tax band is only applicable to people with savings interest and 

only if you’ve got the savings interest in that lowest band of income, so most people 

don’t get it these days. 
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LEWIS: No, but he’s not doing anything with it. That was just a bit of politicking 

because the Treasury explained it to me by saying that anyone who was paying 10p 

under Labour would now be paying nothing because of this rise in the personal 

allowance. 

MOORE: Well it was a little joke, Paul, and the thing with jokes is that if you have to 

explain them, they haven’t really worked. (Lewis laughs) And it was just a dig at the 

Labour Party who’ve been wanting to introduce the 10p rate to apply to all income 

rather than just savings income. 

LEWIS: Yes perhaps not the best moment to make a joke in a Budget speech, but 

anyway. Winners and losers, who’s going to gain from the tax? This personal 

allowance going up to £10,000 - I mean that is good for us, isn’t it? 

MOORE: It is good. The tax saving will be £112 for somebody on this basic personal 

allowance in 2014/15 compared to next year, 2013/14. People who are older though, 

born after 6
th

 April 1940... sorry born before 6
th

 April 1948, do still get the age 

allowance, but the difference between the age allowance and the ordinary personal 

allowance is being whittled away now. 

LEWIS: And that’s been frozen, hasn’t it? And I’ve had emails from people saying 

my pension’s going up, my age allowance is frozen, so my tax code’s changed, I’m 

paying more tax. 

MOORE: Well that is true. I think the Government would say that the hike in the 

personal allowance is so good that everyone’s benefiting from it, including older 

people.  

LEWIS: And over … sorry not over-65s - people who pay the higher rate of tax, the 

40% rate … 
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MOORE: Yes. 

LEWIS: … they’ve often been excluded when allowances have gone up. What are 

they gaining compared with the £112 for a basic rate taxpayer? What’s the gain for a 

higher rate taxpayer? 

MOORE: Well, as I calculate it, the tax saving is £195 for a higher rate taxpayer in 

2014/15 compared to the year before.  

LEWIS: So they’ll actually do slightly better. 

MOORE: Yes, first of all when the allowances started going up, the Chancellor put 

down the level at which people start paying higher rate tax, so that higher rate 

taxpayers were no better or worse off, but that’s rather drifted away now. 

LEWIS: And finally, Jane, tax dodging or rather trying to stop it. He hopes to raise 

nearly a billion pounds a year for 5 years and closing loopholes to protect further 

billions. We’ve heard this before. Is it realistic? 

MOORE: I think there is definitely a much tougher attitude at HM Revenue & 

Customs to tackling evasion avoidance and they have lots more schemes and indeed 

people working on this area now, so I think it is to be taken seriously. 

LEWIS: Jane Moore, thanks very much for talking to us. 

The other flagship change in the Budget, though released in advance, was a new 

subsidy for childcare costs. Unlike the present voucher scheme, the new system will 

be independent of employers and include self-employed parents. Some will get more, 

others will get less, and one group who are particularly annoyed are couples where 

one parent doesn’t work who won’t get it like our listener, Katie McKay. 
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McKAY: I’m very disappointed that the childcare support will only be available to 

families where both parents work. I think this discriminates against families like ours. 

I am a full time parent who is not at home because we’re rich but just because it’s the 

lesser of two evils. The job I had with a charity before my first child brought in a very 

low wage and we could just about live on my husband’s salary. Our contribution 

towards the next generation is obviously not at all valued by this Government. 

LEWIS: And other parents who will gain have been annoyed it won’t start for more 

than 2 years, in the autumn of 2015. Rebecca’s one who tweeted me.  

REBECCA: I should be singing the Chancellor’s praises for this measure that he 

announced on Wednesday because it will hopefully save us some money. However, I 

do wonder why he’s chosen to delay the measure by 2 years and feel a bit sceptical 

that it might be to allow nurseries to increase their fees. 

LEWIS: Two critical listeners with children. With me is Peter Grigg, Director of 

Research and Policy from the Daycare Trust. Peter Grigg, just explain the current 

system because most people don’t really understand it, I think, and then the new 

proposal and the changes.  

GRIGG: The current system of employer supported childcare vouchers is available 

and about 5% of employers offer the scheme. And in the scheme you can sacrifice 

part of your salary and you make some savings on income tax and national insurance. 

It equates to about £600 a year for higher rate taxpayers, £900 a year for basic rate 

taxpayers.  

LEWIS: And of course if you started a while ago, I think you get more as a higher 

rate taxpayer, don’t you? 

GRIGG: That’s true because you’re still on the old rate, and it’s also available for 

children up to the age of 15.  
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LEWIS: Right, now the new scheme is only going to be children up to 5, which of 

course will be a problem for parents with older children, and also it won’t give any 

higher rate tax relief, will it? 

GRIGG: So yes, that’s right, the new scheme is at one rate and it is only in the first 

instance up to the age of 5, although there was the intention to do it up to the age of 

12 at a later date. 

LEWIS: That’s if they can afford it, of course.  

GRIGG: That’s right, yes. 

LEWIS: So the winners and losers. People who’ve currently got childcare vouchers, I 

know many of them have been worried that once their child reaches 5 - and after all 

this is 2.5 years from now - they’ll lose it. 

GRIGG: Yeah, so there are winners and losers from the scheme. So winners include 

the self-employed who are now brought in and winners are those with more than one 

child. So because it’s now £1,200 per child, if you have more children you can 

actually potentially earn more if you’re a dual income couple. But there are losers too. 

So single income couples, as your listener pointed out, are affected by this and those 

with children over the age of 5. So those people, if they’re on a scheme already, 

should certainly stay on it. 

LEWIS: Yes because, to be clear, if you’ve got the vouchers at the date of change, 

you can keep on in that old system. You’re not going to be reduced to the new one. 

GRIGG: That’s right. 

LEWIS: But I think Kate, who you referred to, seems to feel that she’s being told 

she’s not a worker and she thinks her work is looking after her children, and people 
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with you know two or three children certainly feel that, don’t they? 

GRIGG: Yeah, I mean we certainly sympathise with that. I think there are so many 

different elements of childcare subsidy that it’s quite difficult to talk about them all 

now. But there are other things that support different, certainly low income 

households, including working tax credit and universal credit. There are some 

announcements to increase that from 70% to 85% for some eligible families. So there 

is a bit of good news, but with plenty of caveats. 

LEWIS: So even low income families who perhaps don’t pay tax will get benefit 

from that? 

GRIGG: Well low income families who don’t pay tax won’t get the new boost, 25%, 

but they will get some sort of working tax credit support for childcare costs. 

LEWIS: Peter Grigg from the Daycare Trust, thanks. All very complicated. I’m sure 

we’ll be having you back to explain it when it begins in 2015. 

Now the continuing crisis in Cyprus has ramifications way beyond that small island. 

As the Parliament there tries to find a way out of its threatened bankruptcy, many 

people in the UK are worried about the safety of their own savings. The fact that the 

authorities in Cyprus (with the agreement of the European Union it seemed) were 

even considering snaffling some of the money in individuals’ savings accounts, that’s 

prompted a flurry of emails from Money Box listeners concerned that something 

similar might happen in other EU countries, perhaps even in the UK. 

MONEY BOX LISTENER 1: It just feels like that if there is a crisis situation in a 

country, a Government can place a levy on anybody who’s got savings, and I’m sort 

of asking if that’s the case really. 

MONEY BOX LISTENER 2: My name is Susan Williams and I was quite alarmed 
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when I heard about the tax being imposed on savers in Cyprus as quite a few members 

of my family have savings in the Post Office, which I understand is part of the Bank 

of Ireland, and I just wondered where we’d stand if the EU imposed a similar tax as 

part of any further bailout in Ireland. 

MONEY BOX LISTENER 3: I have a holiday home in Cyprus and a euro 

denominated account with the Bank of Cyprus over there, not the UK subsidiary, so I 

would be hit by any bailout levy. My question is am I covered by any EU equivalent 

of the Financial Services Compensation Scheme like we have in the UK? 

LEWIS: Well that’s three listeners who are a bit anxious following all these things in 

Cyprus. Frances Coppola is a writer, blogger and an independent banking 

commentator. Frances Coppola, listeners who’ve got money in Cyprus like Janet 

Dixey with her holiday home, how safe is their cash under various scenarios that we 

might see played out? 

COPPOLA: Well in principle it’s covered by the Cyprus equivalent of our Financial 

Services Compensation Scheme, the EU’s Deposit Guarantee Scheme. The proposed 

levy which got thrown out by their Parliament earlier this week was to have taken a 

small proportion of insured savings and that would not have been subject to that 

insurance, there would be no way of getting those back. That has been thrown out and 

I know it’s being renegotiated now and there are other things being discussed which 

may involve a levy on larger deposits, but my understanding is they’re trying to find a 

way of protecting the smaller deposits. 

LEWIS: Because it’s seen as very important, isn’t it, because throughout Europe 

100,000 euros, £85,000, is supposed to be sacrosanct, but it’s only as strong as the 

country that backs it. Now in Europe they have been discussing a Europe wide 

guarantee, the European Central Bank, but they’ve not done that yet, have they? 

COPPOLA: No, that’s been discussed as part of the proposals for banking union, 
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which have somewhat stalled at the moment basically because Germany - 

understandably because it’s the biggest contributor to the ECB and to sort of finance 

in the Eurozone generally - is saying we need fiscal conditions, we need to know that 

banks and countries won’t just spend wildly and then come to us to bail everybody 

out. 

LEWIS: But of course if there isn’t a deal done by Monday and the banks did go bust 

or one or more of them went bust, people could lose most of their savings, could they? 

COPPOLA: I think that is possible for depositors in Cyprus. 

LEWIS: But not in Cypriot banks in the UK because they’re protected separately 

through our scheme? 

COPPOLA: Okay, there are two different issues with the banks in the UK. If 

people’s savings are in the Bank of Cyprus, that is a subsidiary - Bank of Cyprus UK - 

which has its own capital and is a UK bank which is regulated by the FSA. So 

anybody with savings in that bank would be covered by the UK’s Financial Services 

Compensation Scheme which guarantees deposits up to £85,000.  

LEWIS: And that will also cover the listener who was worried about money in the 

Post Office and Bank of Ireland because that’s a subsidiary … 

COPPOLA: Absolutely, yes.  

LEWIS: And people have even asked us about Santander which of course … 

COPPOLA: (over) And Santander UK. All three of those are subsidiaries. They are 

UK banks and they’re regulated by the FSA and the Financial Services Compensation 

Scheme applies. In the case of Laiki Bank, which is the one that is definitely going to 

be restructured in Cyprus, that is a branch and the situation’s a little more complicated 
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there. People with savings in that bank will come under the Cyprus equivalent, but 

their initial claim would be against the UK scheme. 

LEWIS: Right. And just briefly, I mean people are concerned that if another country 

got into trouble where they  have money, perhaps even the UK, they could lose their 

savings then. Very briefly. 

COPPOLA: I think if a bank got into trouble in the UK … We’ve already had that 

actually. We know what happened. 

LEWIS: (laughs) And everyone got their money back.  

COPPOLA: Everybody got their money back. And the whole direction of regulation 

ever since has been to try and ensure that it doesn’t happen again. I think people 

should stop worrying. 

LEWIS: Frances Coppola, thanks. Very reassuring.  

Now people who’ve built up debts on their credit cards sometimes decide to transfer 

the balance to an interest free offer to give themselves some financial breathing space 

while they pay it off. But some Tesco credit card customers who did just that feel the 

deal they’ve signed up for is not quite what they thought. Bob Howard’s been 

investigating. 

HOWARD: Noel from Essex has taken up balance transfer offers from different 

credit card providers. He’s had a Tesco credit card for about 12 months and was 

attracted by this flyer he received at the end of last year.  

TESCO FLYER: 0% balance transfers for 6 months. Pay no interest for 6 months. 

With the Tesco credit card life needn’t be so complicated. 2.99% fee, £5 minimum. 
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HOWARD: Noel had about £560 on another card which he decided to transfer across 

to his Tesco credit card. Each month he wanted to pay off about £60 from his 

transferred balance plus whatever he’d spent on the card that month, so he didn’t 

think he’d have to pay any interest. 

NOEL: As everybody knows, normally you get a credit card statement with your 

purchases on. If you pay that full balance on those purchases at the end of the month, 

there’s no interest payable. 

HOWARD: But Noel found he’d been charged £10 interest the first month after he’d 

transferred. When Noel queried this with Tesco, he was told the 0% interest free 

balance transfer only worked if you didn’t make any new purchases on your card. If 

you did, you still wouldn’t pay any interest on the money transferred, but you would 

be charged interest on the new purchases whether you paid them off by the end of the 

month or not. But Noel says this wasn’t made clear to him when he transferred. 

NOEL: The woman I spoke to actually conceded that once you’d used the card after 

you balance transferred, the only way to not pay interest was to pay the full balance 

including the balance transfer. So I said well how is that of any benefit then? I mean 

unless you say at the outset please be aware that if you continue to use your credit 

card in the normal way having done this, you will then be charged interest. And I said 

well that’s ludicrous. 

HOWARD: Although it wasn’t a great deal of money, Noel was very unhappy and 

went to the Financial Ombudsman Service. Before it had time to investigate, Tesco 

offered him £50 which he’s accepted. But other Tesco customers are still being 

confused. Rebecca from Buckinghamshire signed up for a Tesco balance transfer a 

month ago, transferring £4,400. Like Noel, she had no idea she couldn’t then use the 

card for other purchases without incurring interest. But, unlike Noel, when Rebecca 

complained Tesco backed down. 
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REBECCA: The gentleman there is going every month to go through my statement 

manually to deduct the interest that I’ve been charged. So that’s for me and that’s 

fine, but what about everybody else? They know perfectly well that people who do 

0% have a 9 month breathing space, if you like, where they’re not paying interest. I 

think not to be overt about it is wrong. 

HOWARD: And Cliff from Dorset also complained to Tesco. He was told interest 

would be waived for 2 months, but if he made any further purchases on his card 

interest would again be charged. We asked Tesco for an interview, but nobody was 

available. However Tesco told us it could and should have made its initial offer letter 

clearer. It said it changed it in February to say if you take up this offer, you will be 

charged interest on any purchases you make even if you pay off the full purchase 

balance every month. 

LEWIS: Thanks Bob. Well live now to talk to Clare Francis. She’s Head of Content 

for the price comparison site Moneysupermarket.com. Clare Francis, some very 

confused Tesco customers. What’s gone wrong for them? 

FRANCIS: Well I think it’s not just Tesco that operates in this way. This is sort of 

industry practice. But I think the Tesco card because you earn club card points when 

you spend on it, it’s a credit card that a lot of people will use for spending on; and the 

difficulty is unless you pay your balance off in full every month interest will be 

charged, and because they’ve transferred a balance over from another card obviously 

they’ve got that outstanding debt that means that interest is applicable.  

LEWIS: Yes I mean what they thought was leaving the sort of transferred balance 

separately as long as they paid off what they bought that month, which is what 

they’ve been used to doing, that would mean it was interest free; but it doesn’t 

because you’ve got this big lump on there that you’ve transferred. 

FRANCIS: Absolutely. And it’s an advantage and a disadvantage because credit 
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cards allow you to use them in different ways, so you can spend on them, you can 

make balance transfers, you can withdraw cash. But often the different usages attract 

different rates of interest. 

LEWIS: Yeah, I mean is the problem here that people had a Tesco card that they 

were used to using and then it became a balance transfer card; whereas normally I 

think your advice and what I’ve written in the past is if you take out a balance transfer 

card cut it up and use it for nothing else? 

FRANCIS: Yeah, absolutely. As I say, I think the Tesco card’s attractive for people 

to spend on because of the club card points that you earn as well. If you are looking to 

make a balance transfer and you want a credit card to spend on, the easiest way to 

avoid this confusion and avoid interest is to have separate cards. The only way it can 

be used for two purposes is if you get a card that offers an interest free period for both 

purchases and balance transfers which last for the same length of time. 

LEWIS: Yes and of course this one didn’t. So what are the best deals? People who 

think well I wouldn’t mind transferring a balance for 0% for a while, what are the best 

deals around? 

FRANCIS: Well actually I mean Tesco’s got a good balance transfer offer for new 

customers. It’s just launched last week - 25 months. 

LEWIS: More clearly explained, we hope. 

FRANCIS: Yeah. So you know if you want that card, just use it for a balance 

transfer. Have a different card for purchases. Barclaycard’s offering 26 months 

interest free, but it’s got quite a high transfer fee on it. There are a number of cards 

with 25, 24 months - Barclaycard again, Tesco, Halifax, NatWest. If you want a card 

that’s interest free for both purchases and balance transfers, the best is Halifax which 

is offering 15 months interest free on both of those on its All in One card. 
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LEWIS: So good deals out there if you find them, but always read the conditions 

very carefully. 

FRANCIS: Absolutely. 

LEWIS: Clare Francis of Moneysupermarket, thanks for un-confusing us on that. 

 That’s it for today. More information, links on our website at bbc.co.uk/moneybox. 

You can download the programme and send us your ideas, as many of you do. 

Vincent Duggleby’s here on Wednesday with Money Box Live, this week taking your 

questions on small businesses. I’m back with Money Box next weekend. Today the 

reporter was Bob Howard, the producer Emma Rippon, and I’m Paul Lewis.  

 

  


