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By Szu Ping Chan

BRITONS have taken a one-way bet on 
house prices that could be creating bub-
bles in some parts of the country, 
research suggests.

Rapid growth in house prices is 
expected to continue over the next two 
years, according to a survey by Genworth 
Financial, the mortgage insurance group. 
It said that 72pc of respondents expected 
prices to keep rising until the end of 
2016.

People living in London and the South 
of England were much more likely to 
believe that prices in their area would 
increase. The survey showed 80pc of 
residents in the capital thought prices 

would rise, compared with just 62pc of 
people in the North. 

Rapidly increasing house prices have 
also made it harder for first-time buyers 
to get on the housing ladder. More than 
four-fifths of the 1,000 people surveyed 
said saving for a deposit remained the 
key obstacle to owning a home. Gen-
worth said 79pc of adults needed help 
from their parents to obtain a mortgage. 
“With most households anticipating that 
house prices are going to continue to 
rise, while wage levels will not, the diffi-
culties they face in saving for a deposit 
are not going to go away,” said Simon 
Crone, the vice president of Genworth.

Mr Crone said many young adults were 
expecting their parents to provide them 

with financial assistance to get on the 
housing ladder. 

“Our Index reveals a growing expecta-
tion from both children and parents 
themselves that they will be required to 
help ‘fill the gap’ when it comes to their 
offspring’s savings and the level of 
deposit required,” he said. “The Bank of 
Mum and Dad is an institution which is 
increasingly called upon and has become 
a permanent fixture of the British hous-
ing market – but with many households 
financially vulnerable, not everyone has 
the luxury of this parental support.”

Separate research by Halifax showed 
the expectation of parental help was 
exerting a “significant emotional and 
financial burden” on parents. According 

to the bank, 63pc of those between 20 
and 45 years old who bought a home in 
the last four years received help from 
their parents.

 “For many buyers, parental support is 
now the fundamental first step onto the 
property ladder,” said Craig McKinlay, 
the mortgages director at Halifax.

 “For parents whose children are look-
ing to buy, and the first-time buyers now 
wanting to own, real consideration needs 
to be given to set realistic timescales and 
ways in which this can be achieved with-
out either party being overstretched or 
facing longer-term financial difficulty as 
a result.”

The Bank of England has dropped a 
strong hint that it will take action to cool 

the housing market at its next Financial 
Policy Committee meeting in June.

Sir Jon Cunliffe, the Bank’s deputy 
governor for financial stability, said last 
week that it would be “dangerous to 
ignore the momentum that has built up 
in the UK housing market”. 

Britons remained split on the state of 
their personal finances, according to 
Genworth. While 22pc of respondents 
said their financial situation was likely to 
improve over the next 12 months, the 
same number of respondents believed 
their personal finances would deterio-
rate.

Meanwhile, research by Knight Frank 
showed more owners of prime London 
property were looking to sell their homes 

before the general election next year. 
House prices in central London grew by 
7.5pc in April compared with a year ago, 
according to Knight Frank – unchanged 
from March. On a monthly basis, prices 
rose 0.8pc, representing the 42nd con-
secutive increase.

However, Tom Bill, an associate at 
Knight Frank residential research, said 
growth would slow in the coming months. 
“Tax changes over recent years, which 
have been implemented or which are due 
for introduction, appear to have been 
priced in to some extent.

“However, the market is waiting for 
clarity from the political parties on their 
policies and their likely impact in central 
London,” said Mr Bill.

M
IC

H
A

E
L

 P
O

W
E

L
L

 /
 IM

A
G

E
W

IS
E

Morrisons has projected a giant 

baguette on to the wings of the 

Angel of the North to promote 

its latest round of discounts in 

the price war against rival 

supermarkets. The Yorkshire 

firm slashed prices on 1,200 

products last week on both big 

brands and own-label goods. 

Last month, Morrisons said that 

it would spend £1bn on cutting 

prices in the next three years.

By Louise Armitstead

BARCLAYS is considering a 
retrenchment from continental Europe 
which could include the sale of its 
business in France, Spain, Italy and 
Portugal as part of its strategic review to 
be unveiled this week. 

Antony Jenkins, the chief executive, is 
expected to announce that most of the 
bank’s retail operations in western 
Europe could be put up for sale as part 
of the cost-cutting and restructuring 
exercise, according to reports in The 
Sunday Times. The strategic review, due 
on Thursday, is the second in 
Mr Jenkins’s two-year tenure. 

He hopes it will relieve some of 
pressure Barclays is under at the 
moment from shareholders and the City, 
as well as politicians. The bank is due to 
deliver first-quarter results tomorrow 
and has already warned that profits will 
be hit due to a slowdown in 
fixed-income trading.

This weekend, it emerged that Ros 
Stephenson, the chairman of investment 
banking at Barclays, has left to join UBS. 
The departure followed the resignation 
last week of Hugh “Skip” McGee, the 

chief executive of Barclays Americas and 
one of the bank’s best known 
dealmakers. Separately, Robert Morrice, 
chairman of Barclay’s Asia-Pacific 
business, is retiring after 17 years.

 Two weeks ago Barclays suffered a 
protest vote at its annual shareholder 
meeting over an increase in bonuses at 

its investment bank. Analysts said the 
bonuses were needed to avoid a “death 
spiral” of US staff quitting amid 
poaching attempts from rival banks. 

Mr Jenkins in under shareholder 
pressure to cut costs, including pay 
deals, and come up with a long-term 
strategy for its investment bank. The 
high-profile division has struggled to 
generate returns above its cost of capital. 

As part of the strategic review, 
Barclays is expected to create a “bad 
bank” to house non – core assets in a 
move designed to revive the rest of the 
investment bank.  

The division is expected to take on 
large parts of the non-performing assets, 
including the bank’s commodities 
operation.

Barclays has considered selling its 
operations in France and Italy before, 
but has apparently failed to find buyers. 
Mr Jenkins knows the bank’s 
continental operations well, having been 
involved in buying its credit card 
operations in Portugal and Italy. 

Although the divisions are not failing, 
Mr Jenkins is thought to have decided 
that their profits are too low.

Barclays declined to comment. 

Under pressure: Antony Jenkins

By Harriet Dennys

THE Kuwaiti sovereign wealth fund has 
emerged as a surprise backer of Williams 
& Glyn’s, the new “challenger” bank 
being relaunched by former owner the 
Royal Bank of Scotland.

According to regulatory filings in the 
US, the Kuwait Investment Office (KIO) 
has replaced Standard Life as one of the 
cornerstone investors who will take a 
“significant minority interest” in the high 
street bank when it is floated on the 
London market late next year.

The KIO, acting on behalf of the State 
of Kuwait, has joined the Lunar Investors 
Holdings consortium that made a pre-
IPO investment in Williams & Glyn’s 
through a £600m bond.

The group is led by the private equity 
house Corsair Capital, with the Church of 
England’s Quivercourt investment vehi-
cle, Lord Jacob Rothschild’s RIT Capital 
Partners, and the US private equity inves-
tor Centerbridge Partners.

On top of the £600m, the investors 
have agreed to pay an additional sum of 
up to £200m, dependent on Williams & 
Glyn’s share price performance in the 18 
months after the IPO. Their investment 

will convert to shares in Williams & Glyn’s 
at the IPO price. The consortium will be 
restricted to holding 49pc of the company 
at the point of its London listing, but will 
have the option of buying a further 10pc 
stake, subject to RBS consent.

The Williams & Glyn’s brand was part 
of RBS Group until it vanished from the 
UK’s high streets nearly 30 years ago.

It is being resurrected through the sale 

of 314 RBS branches, as a condition of the 
bank’s 2008 taxpayer bailout.

As of June 30 last year, Williams & 
Glyn’s had total assets of £19.7bn, cus-
tomer deposits of £22.2bn, and generated 
first-half operating profits of £168m.

A spokesman for RBS declined to com-
ment on the investment by the KIO, 
which also holds small positions in both 
Barclays and Lloyds Banking Group.
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the recovery”, he said at the February 
Inflation Report. While Mr Clarke said a 
scenario of rapid rate rises was “highly 
unlikely” because the Bank was much 
more likely to tolerate high inflation than 
raise rates and “choke off the recovery”, 
experts warned that if signs emerged that 
increased labour costs were pushing up 
prices, the Bank may not have a choice.

“The argument for tolerating higher 
inflation in the past is that it appeared to 
be caused by temporary factors,” said 
Andrew Sentance, senior economic 
adviser to PwC and a former Bank policy-
maker. “But if you’ve got inflation driven 
by the fact that tightening in the labour 
market is putting pressure on wages – it’s 
going to be hard to argue that that’s just 
a blip – the Bank would need to cool the 
economy down.”

While inflation, at 1.6pc, is at its lowest 
since 2009, recent surveys have shown 
that nominal wages are “on the cusp of a 
strong recovery”, according to Ian 
McCafferty a Bank policymaker.

Mr Sentance has argued that gradual 
rate rises should begin now to avoid 
sharper rate rises later.
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£19.7bn
Total assets of Williams & Glyn’s as of 

June 30 last year. The bank generated 

first-half operating profits of £168m


