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The Code - Reporting requirements

• Full Council to receive reports on:
• Treasury Management Strategy Statement

(TMSS) – overall strategy for borrowing and 
investing for the year ahead

• Annual MRP Policy
• Annual Investment Strategy – determination of 

which investment instruments to use (can be 
combined with TMSS)

• Mid year (as a minimum) TMSS and AIS review
• Annual Report – review of previous financial year



U.K. Interest Rate Forecasts

Bank Rate
NOW Mar-11 Jun-11 Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13 Mar-14

Sector's View 0.50% 0.50% 0.50% 0.75% 1.00% 1.00% 1.25% 1.50% 2.00% 2.25% 2.50% 3.00% 3.25% 3.25%
UBS 0.50% 0.50% 0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% - - - - -
Capital Economics 0.50% 0.50% 0.50% 0.50% 0.50% 0.50% 0.50% 0.50% 0.50% 0.75% 1.00% 1.50% 2.00% -

5yr PWLB Rate
NOW Mar-11 Jun-11 Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13 Mar-14

Sector's View 3.77% 3.70% 3.70% 3.70% 3.80% 3.90% 4.00% 4.10% 4.20% 4.30% 4.50% 4.60% 4.70% 4.80%
UBS 3.77% - - - - - - - - - - - - -
Capital Economics 3.77% 3.50% 3.50% 3.20% 3.00% 3.00% 3.00% 3.00% 3.20% 3.40% 3.60% 3.90% 4.20% -

10yr PWLB Rate
NOW Mar-11 Jun-11 Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13 Mar-14

Sector's View 4.91% 4.90% 4.90% 4.90% 4.90% 4.90% 5.00% 5.10% 5.20% 5.20% 5.30% 5.40% 5.40% 5.50%
UBS 4.91% 4.30% 4.40% 4.50% 4.60% 4.70% 4.80% 4.90% 5.00% - - - - -
Capital Economics 4.91% 4.75% 4.75% 4.25% 3.75% 3.75% 3.75% 3.75% 3.75% 3.90% 4.00% 4.30% 4.60% -

25yr PWLB Rate
NOW Mar-11 Jun-11 Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13 Mar-14

Sector's View 5.47% 5.40% 5.40% 5.40% 5.40% 5.40% 5.50% 5.50% 5.50% 5.50% 5.60% 5.60% 5.70% 5.70%
UBS 5.47% 5.25% 5.30% 5.35% 5.40% 5.45% 5.50% 5.55% 5.60% - - - - -
Capital Economics 5.47% 5.50% 5.50% 4.85% 4.65% 4.65% 4.65% 4.65% 4.65% 4.75% 4.85% 5.10% 5.30% -

50yr PWLB Rate
NOW Mar-11 Jun-11 Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13 Mar-14

Sector's View 5.38% 5.40% 5.40% 5.40% 5.40% 5.40% 5.50% 5.50% 5.50% 5.50% 5.60% 5.60% 5.70% 5.70%
UBS 5.38% 5.35% 5.40% 5.45% 5.50% 5.55% 5.60% 5.65% 5.70% - - - - -
Capital Economics 5.38% 5.50% 5.50% 5.20% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.10% 5.20% 5.30% -



Investment Strategy

• Security
• Liquidity
• Yield 

• Risk Aware, not Risk Averse
• Specified Investments (up to 1 year, highly rated, low 

risk)
• Non-specified Investments (1 year +, max £40m)
• Comparison with other Local Authorities?



Investment Benchmarking
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Counterparty Exposure – January 2011

7% 7% 7%
6%

2% 2% 2% 2% 2% 2%

3%

7% 7% 7% 7% 7%

5%
4%

5% 5%

4%

3%

£0

£5,000,000

£10,000,000

£15,000,000

£20,000,000

£25,000,000

IGNIS  LIQ
UID

ITY FU ND PLC

SCO TTISH  W
IDO WS

STANDARD LIF
E IN

VESTMENTS

HENDER SON LIQ
UID ASS M

M

BARNSLEY M
ETRO BC

CAMBRIDGESHIRE CO UNTY CO

CITY OF PLYMOUTH

LANCASH IRE COU NTY CO UNCI

NORTHAMPTO NSHIRE CTY C IL

Thurro
ck Borough Council

CO-O
P CENTRALE  RA IFFEISEN

BANK OF SCOTLAND

NATIONAL W
ESTMINSTER BANK

OVER SEA  CH INESE BANK  COR

SVENSKA 35 D AY NOTICE DEC

UNITED OVERSEAS BANK

BNOVA SCO TIA
DBS  BANK LTD

BARCLAYS BANK

SANTAND ER U K PLC
NATIONWID E BS

YOR KSH IRE BK  BASE TR ACKER

0%

1%

2%

3%

4%

5%

6%

7%

8%

Amount % of Portfolio



Portfolio Characteristics

Portfolio Characteristics
WARoR 0.84%

WAM 41

WA Tot. Time 108

Maturity Std. Dev. 80

Maturity Skew 2.2

WA Risk 2.9
 Y P B O R G N/C

1 2 3 4 5 6 7

1825 730 365 365 180 90 0



Security vs. Liquidity vs. Return
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Investment Strategy - Scrutiny Focus:

• Limits - Individual / Group / Sovereign limits?
• Counterparty list?
• Maturity Profiles?
• Financial Instruments?
• Officers’ level of understanding?
• Members’ level of understanding?
• Scrutiny Level / Quarterly Reporting?
• Risk Appetite / Risk management?
• Benchmarking – risk and return?



Debt Management

Capital Financing Requirement (as at 31 March)

2010/11 - £487.734m 
External Borrowing - £448.869m
Internal Borrowing - £ 38.865m

2011/12 - £552.804m
2012/13 - £605.561m
2013/14 - £620.870m



Maturity Profile
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PWLB Yield Curves – 2009 - 2011

PWLB Yield Curves
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Debt / Borrowing – Scrutiny Focus

• How much needs to be borrowed?
• External vs. Internal borrowing?
• Sustainable strategy in the longer term?
• Which type of external borrowing (PWLB / LOBO)
• How long to borrow for?  
• Fixed or variable rate?
• What limit should there be on LOBOs as a % of borrowing (no 

more than 10%)
• Are there any extraordinary issues coming up?
• 3 year ahead time frame under the Prudential Code


