


The Credit Crunch - 
Riding the storm
Dennis Child has a wealth of experience in 
corporate restructures, planning, strategy 
with the banks and corporate finance. 

“I often wonder if the “credit crunch” was an 
appropriate name to give to the problems the banks, 
initially in America and subsequently the rest of the 
world, were facing at that time. Was this yet another 
self fulfilling prophesy which has caused such 
anguish and heartache throughout the world? 

Up until the time of writing this article, no bank in the 
UK (other than RBS) has declared a trading loss for 
this financial year but yet they have run out of money.

To understand why, we have to go back 10 years 
and appreciate that banks can only lend a certain 
proportion of deposits received. Historically the 
banks could lend up to 92% of those deposits. 
More recently, to expand their lending portfolio, 
banks have bought in short term (wholesale) 
deposits at expensive rates. Earlier this year 40% 
of bank lending was against these funds. However, 
wholesale funds started to dry up as depositors and 
the banks themselves were not prepared to lend 
money to other banks for fear of them going under. 

If a bank cannot cover its lending to deposit ratio 
each day, it can approach the Bank of England (which 
is the lender of last resort) to balance its books. 

One of the consequences of the ‘Credit Crunch’ is 
that borrowing, particularly new borrowing, is being 
priced at levels that seem very expensive. Rates 
of 3% or more above base rate appear the norm - 
generally 1.5% more than people have been used 
to paying. The reasons for this are that as credit 
dries up, the competition between banks has now 
disappeared. Lending rates between banks have 
risen sharply because of fears of default. This has 
meant that the rate at which banks lend to each 
other - LIBOR (London Interbank Offer Rate) now 
carries a premium of approximately 1.6% above 
base rate where historically this would be no more 
than 0.25%. With base rate at 3% and LIBOR at 4.6% 
the banks have to increase their lending rate by 
1.6% to cover their current cost of borrowing.

What can be done? Banks need to be confident 
lending to each other to bring LIBOR close to base 
rate. When this happens, borrowers will be able to go 
back to banks and seek an adjustment to their rate.

I advise you to accept the current position (after 
negotiating as best you can) for all the banks are 
charging similar rates. As long as you are happy with 
your Bank Manager, plan to approach your bank for a 
review of rates in 3-6 months’ time.

I will be watching the position closely and if you need 
our help, please contact us on the number below.”  

News round up

It started with Northern Rock and the 
first ever UK run on a bank in modern 
times. Within weeks we were to see the 
toppling of many of the best-known and 
most revered names in finance, HBOS 
and Bradford & Bingley to name but two. 
Iceland, (the sovereign nation, not the 
frozen food retailer which was in better 
health) became insolvent. 

A Prime Minister on the ropes became 
an acclaimed adviser to foreign finance 
ministers. Organisations as ‘financially 
astute’ as The Audit Commission regretted 
the day that mum went to Iceland.  

Welcome So might have Barnsley Building Society 
which invested client monies there too. 

Then to top it all, the Bank of England 
cut interest rates deeper than any pundit 
dared to forecast. Welcome to the 
business finance world of Autumn 2008.

In the Spring, when the Governor of the 
Bank of England accepted a speaking 
engagement in Leeds for October, 
he couldn’t have expected it to be in 
the middle of such a storm. He told 
the audience that he dreamed of life 
becoming boring again.

Setting a course in really rough waters 
requires courage, experience and 
optimism. You need up to date charts, 
accurate forecasts and, if it gets really 

rough, a proactive pilot to take on board.

As you read our new look  
newsletter, you’ll see  
that the breadth of our  
services and experience  
has widened.  
Whatever the next  
twelve months  
throws at you,  
you won’t  
find a better,  
more resourceful  
team to  
call upon.

Alan Wintersgill  
Managing Partner

Yorkshire Day

We couldn’t let August 1st 
pass by without our traditional 
Yorkshire Day event. Amongst 
this year’s attractions were a 
classic 1952 Jowett van (from the 
days when Bradford was a car 
manufacturing city), traditional 
Yorkshire fayre, a brass band 
and fine ales from the Dudley 
Hill based Salamander Brewing 
Company. Guests tried their hand 
at a Yorkshire dialect quiz and 
left with a Yorkshire Mixtures 
goody bag.

Did you know you could take 
out Tax Enquiry Insurance? 

HMRC has the power to open an  
enquiry into any tax return or set 
of business accounts. We strongly 
recommend that you take out  
protection against the additional 
professional fees that will arise in  
the event of a tax enquiry. 

The Naylor Wintersgill tax enquiry 
insurance scheme will commence  
on December 1st for twelve months  
and covers fees up to £75,000.  
For further information, please  
contact Elizabeth Priest or email  
elizabethp@naylorwintersgill.co.uk

Race for Life

Despite poor summer weather, 
seven runners and walkers from 
Naylor Wintersgill raised £600 in 
the annual Race for Life held at the 
Great Yorkshire Showground in aid 
of Cancer Research.

Crown Green Bowls

The name Naylor Wintersgill will 
also be well known to followers of 
one of Britain’s most English sports 
– Crown Green Bowls. 

Each summer, teams from around 
the country meet at Brighouse for 
the annual bowls championship, an 
event we are proud to sponsor.

Golf Day

Our second annual golf day in June 
saw 16 four-ball teams compete 
for a range of prizes. The event 
was run on a Texas Scramble 
format with the winning team 
competing the course in 54. 

The team comprised Vijay  
Taheem (Design Studio North), 
Rory Wilson (Border Technologies), 
Matthew Kitson (Matthew Kitson 
Haulage) and Dennis Child  
(Naylor Wintersgill).

Taxing 
problem?
Naylor Wintersgill has two qualified 
chartered tax advisers with long 
experience in handling enquiry work.

If you face a taxing issue, don’t face  
it on your own. Help is on hand.

Tax enquiry 
insurance
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We’ve had a busy few months.  
Remember these?

New trainees
We’re delighted to welcome new trainees to the practice.   
(L - R) Abigail Young, Michael Watson, Michelle Holgate,  
Adam Hinchliffe

Realising Value

How do you realise the value 
of your business – do you 
restructure or sell? Pass on to 
the next generation or your 
management team? These were 
the questions discussed at our 
corporate finance breakfast 
seminar for Naylor Wintersgill 
clients held on 19th November 
at Carlton House.

Experts from Naylor Wintersgill, 
Schofield Sweeney Solicitors and 
the Co-operative Bank provided 
an overview of the financial and 

legal issues facing clients when 
considering exit strategies from 
their businesses.

The subject matter was certainly 
thought-provoking in these 
difficult times and as a result 
of the positive client feedback, 
we will be looking to run the 
seminar again in the near future. 

If you would like to reserve  
a place at the next seminar,  
please email  
elizabethp@naylorwintersgill.co.uk
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