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SUMMARY

The CIPFA TM Code requires that authorities report on the performance of the treasury
management function to Full Council at least twice per year (mid-year and at year-end), this
report covers the period from 15t April 2024 to 30th September 2024.

The Authority’s Treasury Management Strategy Statement (TMSS) 2024/25 was approved
by Full Council on the 1 March 2024. The TMSS aims to bring together the Council’s capital
programme and its budget to ensure borrowing decisions are affordable and sustainable in
line with regulation.

The Authority borrowed and invested substantial sums of money and is potentially exposed
to financial risk from loss of invested funds and the revenue impact from changing interest
rates. This report covers activity on treasury managed investments and borrowings and the
associated monitoring and control.

RECOMMENDATIONS

e To note the treasury management activities to the end of September 2024 as
detailed in the report.

KEY HIGHLIGHTS

e The investment portfolio weighted average rate of return for the period 15t April 2024
to the 30th September 2024 was 5.36%. Current investments total £45.50m vyielding
4.97% consisting of deposits placed with the Government Debt Management Office
and a number of Local Authorities, see breakdown Appendix 2.

e The Authority’s debt, totalled £437.29m and is fixed at an average rate of 3.47%,
with an average duration of 17.5 years. There has been no new debt issued since



the start of the financial year as cash levels have been higher than the liquidity buffer
and there is expectation of further rate reductions going forward.

e During the period the Authority’s treasury activities remained within the treasury
limits and prudential indicators set out in the TMSS.

REPORT DETAIL

1. Introduction

This report has been written in accordance with the requirements of the Chartered Institute
of Public Finance and Accountancy’s (CIPFA) Code of Practice on Treasury Management
(revised 2021). The primary requirements of the Code are as follows:

* A mid-year, treasury update report (Audit Committee 3 December 2024)

* An annual Treasury Management Strategy Statement (TMSS) in advance of the
year (Council 28" February 2024)

* An annual review following the end of the year describing the activity compared to
the strategy, (Audit Committee July 2025)

The regulatory environment places responsibility on Members for the review and scrutiny of
treasury management policy and activities. This report is, therefore, important in that
respect, as it provides details of the mid-year position for treasury activities and highlights
compliance with the Authority’s policies previously approved by Members.

This mid-year report has been prepared in compliance with CIPFA’s Code of Practice on
Treasury Management, and covers the following:

e An economic update for the first half of the 2024/25 financial year,

e Areview of the Treasury Management Strategy Statement and Annual Investment
Strategy;

e The Authority’s capital expenditure, as set out in the Capital Strategy, and

prudential indicators;

A review of the Authority’s investment portfolio for 2024/25;

A review of the Authority’s borrowing strategy for 2024/25;

A review of any debt rescheduling undertaken during 2024/25;

A review of compliance with Treasury and Prudential Limits for 2024/25.



The primary focus of effective treasury management is to ensure cash flow is adequately
planned, with surplus monies being invested in low-risk counterparties, providing adequate
liquidity initially before considering optimising investment return.

The second main function of the treasury management service is the funding of the
Authority’s capital plans. These capital plans provide a guide to the borrowing need of the
Authority, essentially the longer-term cash flow planning to ensure the Authority can meet
its capital spending operations. This management of longer-term cash may involve
arranging long or short-term loans, or using longer term cash flow surpluses, and on
occasion any debt previously drawn may be restructured to meet Authority risk or cost
objectives.

Accordingly, treasury management is defined as:

“The management of the local authority’s borrowing, investments and cash flows, its
banking, money market and capital market transactions; the effective control of the
risks associated with those activities; and the pursuit of optimum performance
consistent with those risks.”

2.Economics and Interest Rates

2.1 Economics Update

e The third quarter of 2024 (July to September) saw:

- CPl inflation hitting its target in June before edging above it to 2.2% in July
and August;

- Core CPl inflation increasing from 3.3% in July to 3.6% in August;

- The Bank of England initiating its easing cycle by lowering interest rates from
5.25% to 5.0% in August and holding them steady in its September meeting;

- 10-year gilt yields falling to 4.0% in September.

e The economy’s stagnation in June and July points more to a mild slowdown in GDP
growth than a sudden drop back into a recession. Moreover, the drop in
September’'s composite activity Purchasing Managers Index (PMI), from 53.8 in
August to 52.9, was still consistent with GDP growth of 0.3%-0.4% for the summer
months. This is in line with the Bank of England’s view, and it was encouraging that
an improvement in manufacturing output growth could be detected, whilst the
services PMI balance suggests non-retail services output grew by 0.5% g/q in Q3.
Additionally, the services PMI future activity balance showed an uptick in
September, although readings after the Chancellor's announcements at the Budget
on 30th October will be more meaningful.



CPl inflation stayed at 2.2% in August, but services inflation rose from a two-year
low of 5.2% in July to 5.6%, significantly above its long-run average of 3.5%. Food
and fuel price inflation exerted some downward pressure on CPI inflation, but these
were offset by the upward effects from rising furniture/household equipment
inflation, recreation/culture inflation and a surprisingly large rise in airfares inflation
from -10.4% in July to +11.9% in August. As a result, core inflation crept back up
from 3.3% to 3.6%. CPI inflation is also expected to rise in the coming months,
potentially reaching 2.9% in November, before declining to around 2.0% by mid-
2025.

The Bank initiated its loosening cycle in August with a 25bps rate cut, lowering rates
from 5.25% to 5.0%. In its September meeting, the Bank, opted to hold rates steady
at 5.0%, signalling a preference for a more gradual approach to rate cuts. Notably,
one Monetary Policy Committee (MPC) member (Swati Dhingra) voted for a
consecutive 25bps cut, while four members swung back to voting to leave rates
unchanged. That meant the slim 5-4 vote in favour of a cut in August shifted to a
solid 8-1 vote in favour of no change.

Looking at gilt movements in the first half of 2024/25, 10-year gilt yield declined from
4.32% in May to 4.02% in August as the Bank’s August rate cut signalled the start
of its loosening cycle. Following the decision to hold the Bank Rate at 5.0% in
September, the market response was muted, with the 10-year yield rising by only
5bps after the announcement.



2.2 Interest Rate Forecasts

The Authority has appointed Link Group as its treasury advisors and part of their service is
to assist the Authority to formulate a view on interest rates.

Link’s latest forecast on 28 May sets out a view that short, medium and long-dated interest
rates will fall back over the next year or two, although there are upside risks in respect of
the stickiness of inflation and a continuing tight labour market, as well as the size of gilt
issuance.

The PWLB rate forecasts below are based on the Certainty Rate (the standard rate minus
20 bps, calculated as gilts plus 80bps) which has been accessible to most authorities since
1 November 2012.

Link Group Interest Rate View 28.05.24

Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27

BANK RATE 4.50 4.00 3.50 3.25 3.25 3.25 3.25 3.00 3.00 3.00
3 month ave earnings 4.50 4.00 3.50 3.30 3.30 3.30 3.30 3.00 3.00 3.00
6 month ave earnings 4.40 3.90 3.50 3.30 3.30 3.30 3.30 3.10 3.10 3.20

12 month ave earnings 4.30 3.80 3.50 3.40 3.40 3.40 3.40 3.20 3.30 3.40

5yr PWLB 4.50 4.30 4.10 4.00 3.90 3.90 3.90 3.90 3.90 3.80

10 yr PWLB 4.60 4.40 4.30 4.10 4.10 4.10 4.00 4.00 4.00 3.90

25 yr PWLB 5.00 4.80 4.70 4.50 4.50 4.40 4.40 4.40 4.30 4.30

50 yr PWLB 4.80 4.60 4.50 4.30 4.30 4.20 4.20 4.20 4.10 4.10

3. Annual Investment Strategy

The Treasury Management Strategy Statement (TMSS) for 2024/25, which includes the
Annual Investment Strategy, was approved by the Authority on 28" February 2024. In
accordance with the CIPFA Treasury Management Code of Practice, it sets out the
Authority’s investment priorities as being:

. Security of capital
. Liquidity
. Yield

The Authority will aim to achieve the optimum return (yield) on its investments
commensurate with proper levels of security and liquidity and with the Authority’s risk
appetite. In the current economic climate, it is considered appropriate to keep investments
short term to cover cash flow needs, using the Link suggested creditworthiness approach,
and the operation lending list.

Investment Counterparty criteria
The current investment counterparty criteria selection approved in the TMSS is meeting the
requirement of the treasury management function

Investment balances

The average weighted level of funds available for investment purposes during the first half
of the financial year was £92.2m.



Investment performance year to date as of 30 September 2024

Bank Rate SONIA 1 mth 3 mth 6 mth 12 mth
High 5.25 5.20 5.21 5.20 5.17 5.08
High Date 02/04/2024 03/05/2024 27/06/2024 17/04/2024 31/05/2024 30/05/2024
Low 5.00 495 4.90 4,79 4.58 417
Low Date 01/08/2024 01/08/2024 17/09/2024 17/09/2024 17/09/2024 17/09/2024
Average 5.17 5.12 5.11 5.06 4.96 4.75
Spread 0.25 0.25 0.31 0.41 0.58 0.91

The table above covers the first half of 2024/25.

Investment interest
earned

SONIA 3 month Authority

performance

benchmark return

3 month 5.06 5.36 £2.47m

The Authority outperformed the benchmark by 30 bps. The Authority’s budgeted investment
return for 2024/25 is £1.25m, and performance for the year to date is £1.22m above budget.

Approved limits

Officers can confirm that the approved limits within the Annual Investment Strategy were not
breached during the period ended 30 September 2024, a full list of investments held as of
30 September 2024 is in appendix 2.

4. The Authority’s Capital Position (Prudential Indicators) 2024/25

e The following tables show the Authority’s capital expenditure plans, how these plans
are being financed. The impact of the changes in the capital expenditure plans on the
prudential indicators and the underlying need to borrow.

4.1 Prudential Indicator for Capital Expenditure

This table shows the revised estimates for capital expenditure and the changes since the
capital programme was agreed at the Budget.

Capital Expenditure

2024/25

TMSS Estimate £m

2024/25

(P6 Forecast) £m

GF (exc Regeneration) 80 77
Regeneration 99 42
Total GF 179 119
HRA 161 118
Total Cap Expenditure 340 237




As a result of the slippage in the capital programme cash balances have remained higher
then originally forecast and borrowing has been delayed. This has resulted in higher treasury
investment income and lower interest borrowing cost, leading to a forecast underspend for
the financial year of £1.5m. This is reflected in the latest period 6 reporting to members.

4.2 Financing of the Capital Programme

The table below summarises the above capital expenditure plans and how these plans are
being financed by capital or revenue resources. Any shortfall of resources results in a
funding, borrowing need.

Capital Expenditure 2024/25 2024/25
TMSS Estimate £m (P6) Forecast £m

Total capital expenditure 340 237
Financed by:

Capital receipts 54 70
Capital grants 72 48

Capital reserves & revenue 12 13

Total financing 138 131
Borrowing requirement 202 106

4.3 Changes to the Prudential Indicators for the Capital Financing Requirement (CFR),
External Debt and the Operational Boundary

The table below shows the CFR, which is the underlying external need to incur borrowing
for a capital purpose. It also shows the expected debt position over the period, which is
termed the Operational Boundary.

Prudential Indicator — Capital Financing Requirement

The Authority’s Capital Financing Requirement (CFR), is simply the total historic outstanding
capital expenditure which has not yet been paid for from either revenue or capital resources.
It is essentially a measure of the Authority’s indebtedness and its underlying borrowing need.
Any capital expenditure above, which has not immediately been paid for (e.g. by capital
grants), through a revenue or capital resource, will increase the CFR.

The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is a
statutory annual revenue charge which broadly reduces the indebtedness in line with each
assets life, and so charges the economic consumption of capital assets as they are used.

The CFR includes any other long-term liabilities (OLTL) which relates to PFI schemes and
finance leases. The Authority currently has no such liabilities within its CFR.



Prudential Indicator — the Operational Boundary for external debt

2024/25 2024/25
TMSS Estimate £m | (P6) Forecast £m

Prudential Indicator — CFR

CFR - GF 320 280
CFR - HRA 529 436
Total CFR 849 716
Net movement in CFR from 2023/24 161 98

Prudential Indicator — Operational
Boundary for external debt

Borrowing 900 900
Other long-term liabilities 10 10
Total debt (year- end position) 910 910

4.4 Limits to Borrowing Activity

The first key control over the treasury activity is a prudential indicator to ensure that over the
medium term, net borrowing (borrowings less investments) will only be for a capital purpose.
Gross external borrowing should not, except in the short term, exceed the total of CFR in
the preceding year plus the estimates of any additional CFR for 2024/25 and next two
financial years. This allows some flexibility for limited early borrowing for future years. The
Authority has approved a policy for borrowing in advance of need which will be adhered to
if this proves prudent.

2024/25 2024/25
TMSS Estimate £m (P6) Forecast £m
Borrowing 900 900
Other long-term liabilities 10 10
Total debt 910 910
CFR (year - end position) 849 716

A further prudential indicator controls the overall level of borrowing. This is the Authorised
Limit which represents the limit beyond which borrowing is prohibited and needs to be set
and revised by Members. It reflects the level of borrowing which, while not desired, could
be afforded in the short term, but is not sustainable in the longer term. It is the expected
maximum borrowing need with some headroom for unexpected movements. This is the
statutory limit determined under section 3 (1) of the Local Government Act 2003.

Authorised limit for external 2024/25 2024/25
debt TMSS Estimate £m (P6) Forecast
Borrowing 950 950
Other long-term liabilities* 10 10
Total 960 960

The authority during the first half of the year has at all times kept within both the operational
and authorised limit.



5.Borrowing

The Authority’s capital financing requirement (CFR) at the start of 2024/25 was £618m
forecast to rise to £716m by the year end. The CFR denotes the Authority’s underlying need
to borrow for capital purposes. If the CFR is positive the Authority may borrow from the
PWLB or the market (external borrowing), or from internal balances on a temporary basis
(internal borrowing). The balance of external and internal borrowing is generally driven by
market conditions.

The capital programme is being kept under regular review due to the effects of on-going
budgetary pressures. Our borrowing strategy will, therefore, also be regularly reviewed and
then revised, if necessary, to achieve optimum value and risk exposure in the long-term.

It is anticipated that further borrowing will be undertaken during this financial year to re
finance maturing PWLB debt in February and March 2025, see Appendix 1, current debt
outstanding.

PWLB maturity certainty rates (gilts plus 80bps) year to date to 30 September 2024

Gilt yields and PWLB certainty rates were less volatile than at this time last year. Overall,
the 10, 25 and 50-year part of the curve endured a little volatility but finished September
very much as it started in April.

Where there was some movement downwards, this came in the shorter part of the curve as
markets positioned themselves for Bank Rate cuts in the second half of 2024 and into 2025,
although the continued stickiness of inflation and the prevailing tight labour market is a
concern for those looking for more sizeable falls ahead.

At the beginning of April, the 5-year certainty rate was the cheapest part of the curve at
4.72% whilst the 25-year rate was relatively expensive at 5.28%. May saw yields at their
highest across the whole curve.

Conversely, 17 September saw the low point for the whole curve, with the 5-year certainty
rate falling to 4.31% before rebounding to 4.55% by the end of the month. Similarly, the 50-
year certainty rate fell to 4.88% but finished the month at 5.13%, slightly higher than at the
start of April.

At this juncture, our treasury advisors Link forecast rates to fall back over the next two to
three years as inflation dampens, although there is upside risk to their Bank Rate forecast
at present. The CPI measure of inflation is expected to fall below 2% in the second half of
2025, however, they forecast 50-year rates to stand at 4.20% by the end of September 2026.
The major caveats are that there is considerable gilt issuance to be digested by the market
over the next couple of years, and geo-political uncertainties — which are generally negative
for inflation prospects — abound in Eastern Europe and the Middle East, in particular.
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HIGH/LOW/AVERAGE PWLB RATES FOR 02.04.24 — 30.09.24

1 Year 5 Year 10 Year 25 Year 50 Year
02/04/2024 5.39% 4.72% 4.80% 5.28% 5.07%
30/09/2024 4.95% 4.55% 4.79% 5.33% 5.13%
Low 4.78% 4.31% 4.52% 5.08% 4.88%
Low date 17/09/2024 17/09/2024 17/09/2024 17/09/2024 17/09/2024
High 5.61% 5.14% 5.18% 5.61% 5.40%
High date 29/05/2024 01/05/2024 01/05/2024 01/05/2024 01/05/2024
Average 5.21% 4.76% 4.88% 5.35% 5.14%
Spread 0.83% 0.83% 0.66% 0.53% 0.52%

e The current PWLB rates are set as margins over gilt yields as follows: -.
e PWLB Standard Rate is gilt plus 100 basis points (G+100bps)
e PWLB Certainty Rate (GF) is gilt plus 80 basis points (G+80bps)
e PWLB Local Infrastructure Rate is gilt plus 60 basis points (G+60bps)
e PWLB Certainty Rate (HRA) is gilt plus 40bps (G+40bps)

o The UK Infrastructure Bank will lend to local authorities that meet its scheme criteria at
a rate currently set at gilt plus 40bps (G+40bps).

6. Debt Rescheduling

Debt repayment and rescheduling opportunities have increased over the course of the past
six months and will be considered if giving rise to long-term savings. However, no debt
repayments or rescheduling have been undertaken to date in the current financial year.

7.Compliance with Treasury and Prudential Limits

It is a statutory duty for the Authority to determine and keep under review the affordable
borrowing limits. During the half year ended 30 September 2024, the Authority has operated
within the treasury and prudential indicators set out in the Authority’s Treasury Management
Strategy Statement for 2024/25.

All treasury management operations have also been conducted in full compliance with the
Authority's Treasury Management Practices.
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IMPLICATIONS AND RISKS

Financial implications and risks:

The Authority uses Link Asset Services, Treasury Solutions as its external treasury
management advisors.

The Authority recognises that responsibility for treasury management decisions remains with
the organisation at all times. All decisions will be undertaken with regards to all available
information, including, but not solely our treasury adviser.

Risk is inherent in all treasury activity. The Investment Strategy identifies the risk associated
with different classes of investment instruments and sets the parameters within which

treasury activities can be undertaken and controls and processes appropriate for that risk.

Treasury operations are undertaken by nominated officers as prescribed by the Treasury
Management Policy Statement as approved by the Council.

Legal implications and risks:

There are no direct legal implications or risks from noting this report.

Part 1, Chapter 1 of the Local Government Act 2003, provides that the Council may borrow
money for any purpose relevant to its functions, or for the purposes of the prudent
management of its financial affairs. It must determine and keep under review its borrowing
limit and how much money it can afford to borrow.

In doing so, the Authority must have regard to the CIPFA Code of Practice on Treasury
Management and the Prudential Code for Capital Finance in Local Authorities. This report
has been produced in accordance with both codes.

Human Resources implications and risks:

There are no HR implications from this report

Equalities implications and risks:

There are no Equalities implications arising from this report.
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The report has no direct equalities implications.
The Public Sector Equality Duty (PSED) under section 149 of the Equality Act 2010 requires
the Council, when exercising its functions, to have ‘due regard’ to:

(i) The need to eliminate discrimination, harassment, victimisation and any other conduct
that is prohibited by or under the Equality Act 2010;

(i) The need to advance equality of opportunity between persons who share protected
characteristics and those who do not, and;

(iif) Foster good relations between those who have protected characteristics and those who
do not.

Note: ‘Protected characteristics’ are age, disability, gender reassignment, marriage and civil
partnerships, pregnancy and maternity, race, religion or belief, sex/gender, and sexual
orientation.

The Council is committed to all of the above in the provision, procurement and
commissioning of its services, and the employment of its workforce. In addition, the Council
is also committed to improving the quality of life and wellbeing for all Havering residents in
respect of socio-economics and health determinants.

Health and Wellbeing implications and risks:

The Council is committed to improving the quality of life and wellbeing for all Havering
employees and residents in respect of socio-economics and health determinants. Whilst
there are no direct implications to the Council’s workforce and residents health and wellbeing
as a result of this report.

ENVIROMENTAL AND CLIMATE CHANGE IMPLICATIONS AND RISKS

There are no implications from this report

BACKGROUND PAPERS

None
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APPENDIX 1: The CFR, Liability Benchmark and Borrowing

The following graphs show the Liability benchmark for the authority and the split between
the general fund and the HRA.

Liability Benchmark - General fund and HRA
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Borrowings as of 30 September 2024

Start Date Maturity Date | Counterparty P£r|nC|pa| o/s

Loan 19/02/24 19/02/25 PWLB 5.0300%  35,000,000.00
Loan 29/02/24 28/02/25 PWLB 5.0600%  45,000,000.00
Loan 19/03/24 19/03/25 PWLB 4.9300%  10,000,000.00
Loan 28/03/24 28/03/25 PWLB 4.9200%  28,000,000.00
Loan 06/04/00 04/04/25 PWLB 4.8750%  478,411.83
Loan 06/04/00 04/04/25 PWLB 4.8750%  500,694.11
Loan 28/03/12 28/03/26 PWLB 2.9200%  2,801,126.17
Loan 28/03/12 28/03/26 PWLB 2.9200%  248,473.83
Loan 28/03/12 28/03/27 PWLB 3.0100%  15,178,400.38
Loan 28/03/12 28/03/27 PWLB 3.0100%  1,346,399.62
Loan 14/07/99 27/06/27 PWLB 4.7500%  478,411.83
Loan 14/07/99 27/06/27 PWLB 4.7500%  500,694.11
Loan 28/03/12 28/03/28 PWLB 3.0800%  15,178,400.38
Loan 28/03/12 28/03/28 PWLB 3.0800%  1,346,399.62
Loan 23/07/98 04/04/28 PWLB 5.5000%  956,823.67
Loan 23/07/98 04/04/28 PWLB 5.5000%  1,001,388.21
Loan 28/03/12 28/03/29 PWLB 3.1500%  15,178,400.38
Loan 28/03/12 28/03/29 PWLB 3.1500%  1,346,399.62
Loan 28/03/12 28/03/30 PWLB 3.2100%  15,178,400.38
Loan 28/03/12 28/03/30 PWLB 3.2100%  1,346,399.62
Loan 28/03/12 28/03/31 PWLB 3.2600%  15,178,400.38
Loan 28/03/12 28/03/31 PWLB 3.2600%  1,346,399.62
Loan 28/03/12 28/03/32 PWLB 3.3000%  15,178,400.38
Loan 28/03/12 28/03/32 PWLB 3.3000%  1,346,399.62
Loan 28/03/12 28/03/33 PWLB 3.3400%  15,178,400.38
Loan 28/03/12 28/03/33 PWLB 3.3400%  1,346,399.62
Loan 28/03/12 28/03/34 PWLB 3.3700%  15,178,400.38
Loan 28/03/12 28/03/34 PWLB 3.3700%  1,346,399.62
Loan 28/03/12 28/03/42 PWLB 3.5000%  27,555,674.58
Loan 28/03/12 28/03/42 PWLB 3.5000%  2,444,325.42
Loan 01/04/94 01/04/44 Richard Beard 0.3800%  6,971.26
Loan 01/04/94 01/04/44 Lucas Playsite 0.3800%  157,762.41
Loan 01/04/96 01/04/46 Havering Theatre Trust 0.3800%  443.60

Loan 23/01/06 23/01/56 PWLB 3.7000%  956,823.67
Loan 23/01/06 23/01/56 PWLB 3.7000%  1,001,388.21
Loan 27/01/06 23/01/56 PWLB 3.7000%  956,823.67
Loan 27/01/06 23/01/56 PWLB 3.7000%  1,001,388.21
Loan 31/01/06 23/01/56 PWLB 3.9000%  956,823.67
Loan 31/01/06 23/01/56 PWLB 3.9000%  1,001,388.21
Loan 14/03/06 14/03/56 PWLB 4.1000%  2,818,135.14
Loan 14/03/06 14/03/56 PWLB 4.1000%  2,949,391.21
Loan 06/04/06 04/04/56 PWLB 4.2000%  642,028.68
Loan 06/04/06 04/04/56 PWLB 4.2000%  671,931.49
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16/06/56
16/06/56
28/08/56
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01/08/57
01/08/57
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05/08/57
05/08/57
01/02/58
01/02/58
18/11/65
18/11/65
01/12/69
24/03/70
08/11/71
29/12/71

03/10/24

PWLB
PWLB
PWLB
PWLB
PWLB
PWLB
PWLB
PWLB
PWLB
PWLB
PWLB
PWLB
PWLB
PWLB

Danske Bank (LOBO)
Danske Bank (LOBO)

PWLB
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3.6000%
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1.4800%
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500,694.11
2,392,059.17
2,503,470.53
1,435,235.50
1,502,082.32
334,888.28
350,485.88
3,588,088.75
3,755,205.80
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3,420,347.79
3,579,652.21
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432,289,455.78
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437,289,455.78
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<1 Year -
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years

years

10-20

years

20 - 30

years

30 - 40

years

40-50

years
> 50
Years
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APPENDIX 2: Investment Portfolio

Investments held as of 30 September 2024

Deposit 30/09/24 01/10/24 DMADF (Debt Management Account Deposit Facility) Maturity  4.9400% 25,500,000.00
Deposit 02/09/24 02/10/24 Surrey County Council Maturity  5.0500% 5,000,000.00
Deposit 22/08/24 22/11/24 Central Bedfordshire Council Maturity  5.0000% 5,000,000.00
Deposit 30/08/24 29/11/24 Oxford City Council Maturity  5.0000% 5,000,000.00
Deposit 30/09/24 31/01/25 Blackpool Council Maturity  5.0000% 5,000,000.00
Deposit Total 4.9719% 45,500,000.00

APPENDIX 3: Glossary of Terms

Glossary of Terms

A bond is a debt instrument in which an investor lends money for a specified period of
time at a fixed rate of interest. The issuing entity could be corporate, financial or
government.

A floating rate note (FRN) is a money market instrument with a Floating/variable rate of
interest, which re-fixes over a reference rate, for example 3 month LIBOR.

Bail in is rescuing a financial institution on the brink of failure by making its creditors and
depositors take a loss on their holdings. A bail-in is the opposite of a bail-out, which
involves the rescue of a financial institution by external parties, typically governments
using taxpayer’s money.

Borrowing Requirements The principal amount the Council requires to borrow to finance
capital expenditure and loan redemptions.

Capital Financing Requirement (CFR) Capital Financing Requirement- a measure of the
Council’'s underlying need to borrow to fund capital expenditure.

Certificates of deposit (CDs) are a negotiable form of fixed deposit, ranked pari passu
with fixed deposits. The difference is that you are not obligated to hold the CD to maturity,
you can realise the cash by selling in the secondary market.

Coupon is the total amount of interest a security will pay. The coupon period depends on
the security. A CD will often pay interest at maturity, while a bond may pay semi-annually
or annually and an FRN will most likely pay every 3 months.

Covered bond Covered bonds are conventional bonds (fixed or floating) issued by

financial institutions, that are backed by a separate group of loans, usually prime
residential mortgages. This lowers the creditor’s exposure to default risk, enhancing the
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credit. This is why the issue is usually rated AAA, higher than the rating given to the issuer
reduces exposure to bail-in risk.

Counterparties Organisations or Institutions the Council lends money to e.g. Banks; Local
Authorities and MMFs.

CPIH (Consumer Prices Index including owner occupiers’ housing costs) The new
additional measure of consumer price inflation including a measure of owner occupiers'
housing costs (OOH). CPI inflation measure excludes housing costs.

CPI (Consumer Prices Index) this measure excludes housing costs.

Credit Default Swap (CDS) A kind of protection that can be purchased by MMF
companies from insurance companies (for their investment) in exchange for a payoff if the
organisation they have invested in does not repay the loan i.e. they default.

Credit rating A measure of the credit worthiness of a borrower. A credit rating can be
assigned to country, organisation or specific debt issue/ financial obligation. There are a
number of credit ratings agencies but the main 3 are Standard & Poor's, Fitch or Moody's.

Credit Watch A scoring system issued by credit rating agencies such as Fitch, Moody's
and Standard & Poor’s that indicate the financial strength and other factors of a bank or
similar Institution.

DMO (Debt Management Office) a department in the treasury where deposits can be
placed with the government.

Interest Rate Exposures A measure of the proportion of money invested and what impact
movements in the financial markets would have on them.

LOBO Loan (Lender Option, Buyer Option) loan, the lender who has the option to propose
an increase in the interest rate at set dates, while the borrower has the option to either
accept the new rate or to repay the loan at no additional cost.

Market Loans Loans from banks available from the London Money Market including
LOBOS (Lender Option, Borrowing Option) which enable the authority to take advantage
of low fixed interest for a number of years before an agreed variable rate comes into force.

MIFID is the Markets in Financial Instruments Directive. A European Union Directive.

Minimum Revenue Provision (MRP) this is the amount which must be set aside from the
revenue budget each year to cover future repayment of loans.

Money Market Fund (MMF) A ‘pool’ of different types of investments managed by a fund
manager that invests in lightly liquid short term financial instruments with high credit rating.
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Monetary Policy Committee (MPC) is a committee of the Bank of England, which meets
for three and a half days, eight times a year, to decide the official interest rate in the United
Kingdom (the Bank of England Base Rate).

Principal is the total amount being borrowed or lent.

PWLB Loan, ( Public Works Loan Board ),The PWLB lending facility is operated by the
UK Debt Management Office (DMO) on behalf of HM Treasury and provides loans to local
authorities, and other specified bodies, from the National Loans Fund, operating within a
policy framework set by HM Treasury.

SONIA sterling overnight interest average rate, the average rate at which banks offer
funds in the overnight sterling market.

Spread is the difference between the buy and sell price of a security. It can also be the
gap, usually in basis points, between the yield of a security and the benchmark security.

Treasury bills (T-bills) are UK government rated, short-dated form of Government debt,

issued by the Debt Management Office (DMO) via a weekly tender. T-bills are normally
issued for one, three or six month duration
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