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Treasury Management Report – Quarter 1 
Quarter Ended 30th June 2026 
The CIPFA (Chartered Institute of Public Finance and Accountancy) Code of Practice for 
Treasury Management 2021 recommends that members be updated on treasury 
management activities at least quarterly. This report, therefore, ensures this Council is 
implementing best practice in accordance with the Code. 

 
 

1. Economics update (From MUFG) 
• The first quarter of 2026/27 (April to June) saw:  

- The first sign that the economy is starting to falter with a 0.1% month on month 
fall in real GDP in April 

- The 3 monthly year on year rate of average earnings growth excluding bonuses 
stagnate at 3.4% in April 

- CPI inflation stuck at 2.8% in May, with a rise in core CPI inflation from 2.5% to 
2.6% 

- The Bank of England leave interest rates unchanged at 3.75% as the economy 
remains weak 

- The 10-year gilt yield fluctuate between 5.18% and 4.69%, ending the quarter 
at 4.76% 

• The economy performed well in the early stages of the energy shock, with GDP 
rising by a strong 0.6% quarter on quarter between January and March. But that will 
likely be the high point of the year. Indeed, the 0.1% month on month fall in real 
GDP in April was the first decline since August 2025 and brought the first signs that 
the economy is starting to crack. 

• Services output contracted by 0.2% month on month in April and activity fell in eight 
of the 14 services sub-sectors, suggesting the sector is bearing the brunt of the Iran 
war fallout. Consumer-facing services recorded the biggest monthly fall in output 
since May 2025, causing the growth rate to ease from 0.9% in March to 0.6% in 
April, as households cut back on non-energy spending.  

• Despite a weak headline number, digging deeper there were some signs of 
strength. Manufacturing output rose by 0.4% month on month but that was probably 
in part due to a temporary prop from precautionary stock building. Looking ahead, 
despite the announced ceasefire of the conflict in the Middle East, Capital 
Economics expect elevated prices to erode the real spending power of households 
and businesses, leaving growth to stagnate in Q2 and Q3 this year.  

• The fall in the composite Purchasing Manager Index (PMI) from 49.7 in May to a 
14-month low of 49.4 in June was entirely driven by services activity. Indeed, the 
services activity PMI fell from 49.3 to a 41-month low of 48.7 due to rising costs and 
political uncertainty weighing on consumer confidence. That weakness was partly 
offset by a rise in the manufacturing output for a third consecutive month but that 
was due to fears of shortages causing businesses to build stocks. Overall, the 



composite PMI suggests the strong start to the year will be followed by tepid growth 
at best. Various prices balances have edged lower more recently as falling oil prices 
feed through to an easing in cost pressures. While these prices remain too high for 
the Bank of England, it is clear the upward pressure on prices is easing., 

• With most of the 1.2% month on month rise in retail sales volumes in May driven by 
promotions and unusually warm weather, this surprisingly strong month is unlikely 
to be the start of a sustained upturn. Admittedly, the recent fall in oil prices should 
boost fuel sales as drivers become less cost sensitive, but the GfK (market research 
company) measure of consumer confidence in June still points to total sales 
volumes falling by about 2.0% month on month in June. Moreover, while the war 
could be over, the expected further rises in inflation and unemployment yet to come 
through seem consistent with the annual growth rate of retail sales volumes easing 
from +3.2% in May to about -1.0 this year. 

• Public sector net borrowing of £23.3bn in May was above the OBR’s forecast of 
£17.7bn and £5.4bn above May’s figure last year. The weak performance in May 
GfK was mainly due to the strength of government spending, as the rise in Retail 
Prices Index inflation in March meant debt interest payments were £4.1bn higher 
than in May 2025, £3.3bn higher than the OBR anticipated in March and the highest 
in any May on record. Tax receipts of £85.5bn were also below OBR predictions.  

• The weak performance in May has come before the full impact from the energy 
price shock hits. The combination of further energy price support, higher inflation 
and the weakening economy may cause borrowing to rise from 4.2% of GDP in 
2025/2026 to 4.4% in 2026/2027, above the OBR’s March forecast of 3.6%. If 
Chancellor Reeves is replaced, there is scope for borrowing to be even higher.  

• The first quarter of 2026 saw significant weakening of the labour market. While the 
latest PAYE employment figure for May saw a 2,000 rise, that barely offset the big 
53,000 drop in April and meant employment was still 64,000 (0.2%) lower than 
before the start of the Iran war and 0.4% lower than a year ago. Moreover, the 
number of job vacancies on the single-month measure fell for the fourth month in a 
row in May and the claimant count saw the largest monthly rise since July 2024. 

• In addition to some signs of stabilisation in the labour market figures, the recent 
easing in pay growth appears to have stalled. Despite some further easing in the 
private sector pay below the 3.25% that the Bank of England considers consistent 
with CPI inflation falling to target, the 3 monthly year on year growth rate of average 
earnings stayed at 4.4% in April. Excluding bonuses, it stayed at 3.4% whilst regular 
public sector pay growth accelerated from 4.8% 3 monthly year on year to 5.1% 3 
monthly year on year.  

• Like wage growth, CPI inflation held steady in May at 2.8%. There wasn’t much 
support to inflation from energy effects. The 0.3% month on month fall in fuel prices 
was smaller than the 1.6% month on month drop last May and meant fuel inflation 
rose only a bit from 23.0% to 24.6%. After rising to 129.6%, heating oil inflation 
eased to 95.6%. And the 13.5% rise in the Ofgem utility price cap, which will add 
0.6 percentage points (ppts) to CPI inflation, doesn’t take effect until 1st July. With 
food & drink inflation easing to its lowest rate since late 2024, higher energy costs 
do not seem to be boosting other items of the CPI just yet. 

• The delayed rise in utility prices and the lagged indirect energy effect will lift CPI 
inflation over the next nine months, perhaps to around 3.6%. Even so, the weak 



labour market and soft economic backdrop will prevent second-round effects, 
allowing inflation to fall to 2.0% next year.  

• There were two monetary policy committee (MPC) meetings in Q2 2026 where 
Bank rate was yet again left unchanged at 3.75%. Even so, the tone in recent 
meetings has been increasingly hawkish, with two MPC members voting for a rate 
hike in June compared to just one in April. While energy prices may be falling, the 
MPC won’t want to unwind some of the tightening in financial conditions priced into 
the markets. And while there is quite a difference between this energy shock and 
the one following the Russia-Ukraine war in 2022, the Bank of England will want to 
steer clear of allegations of taking too long to act. Nevertheless, we suspect a weak 
labour market, and soft activity will keep rates at 3.75% this year, with cuts 
thereafter leaving Bank rate at 3.5% by the end of next year and 3.25% by the spring 
of 2028. 

• April to June brought more volatility for 10-year Gilt yields. After ending March at 
4.92%, the 10-year Gilt shot up to 5.18% in mid-May, its highest level since 2008. 
While that largely reflects the surge in energy prices, sticky domestic inflation 
concerns and a rising UK political risk premium also put some upward pressure on 
the yield at the margin.  

• Since, positive developments in the US-Iran conflict has led to a fall in oil and gas 
prices. The 10-year Gilt yield has generally traced that move, falling back to 4.7% 
in June. This rally in Gilts has also been supported by the Bank of England keeping 
rates on hold and some reassurance on the fiscal outlook from the likely 
replacement of Starmer’s leadership with Burnham’s. Indeed, while financial 
markets had been pricing in around four policy rate hikes over the next year or so, 
they are now pricing in just one rate hike over the coming year. While the full 
inflationary impact of the war in Iran is yet to be felt, we still think a weaker labour 
market and subdued growth will prevent second-round effects.  

• The FTSE 100 has been slowly gaining back some of the losses of the previous 
quarter. While the index dropped from an all-time high of around 10,900 in late 
February to 10,176 by the end of March as the ongoing war weighed on sentiment, 
the FTSE 100 regained some ground by the end of June. Indeed, the index has 
increased by around 3.3% over the quarter, rising from 10,176 to 10,516 and 
volatility has returned to historical norms.  

• Nonetheless, with stocks in the energy sector generally providing negative returns 
amid falling energy prices, the large weighting of the sector in the FTSE 100 has 
led the index to underperform most peers in common currency terms. But returns 
from stocks in other sectors, particularly financials, helped to offset some of this 
weakness. Looking ahead, Capital Economics expect tech sectors to outperform as 
enthusiasm for AI builds, potentially pushing the FTSE 100 index up above 11,000 
before a bursting of the AI bubble causes the index to fall back to 10,500 in 2027. 



              

              
 

MPC meetings: 30th April & 18th June 2026 
• There were two Monetary Policy Committee (MPC) meetings this quarter. The first, on 

30th April, saw Bank Rate stay at 3.75% with an 8-1 split vote in favour of that decision.  
One member dissented and voted for a 0.25% increase to 4%, citing inflation concerns, 
something generally noted as a primary concern within the minutes and reflecting 
heightened caution due to potential energy supply shocks caused by the Middle East 
conflict.  

• By the time the MPC next met on 18th June, the hawkish split widened, with two 
members voting to raise rates to 4%.  However, with headline CPI inflation sticking at 
2.8%, the market’s sentiment that there may, but only may, be a need for a single rate 
increase over the next few months seems to be aligned to the way the MPC is thinking 
and is also similar to our own view of rates staying at 3.75% but with upside risk. 

 
 

2. Interest rate forecasts 
 

The Council has appointed MUFG Corporate Markets as its treasury advisors and part of 
their service is to assist the Council to formulate a view on interest rates. The PWLB rate 
forecasts below are based on the Certainty Rate (the standard rate minus 20 bps) which 
has been accessible to most authorities since 1st November 2012.  For Housing Revenue 
Account authorities, the lower Housing Revenue Account (HRA) PWLB rate has also been 
available since 15 June 2023 (standard rate minus 60 bps) but is available for HRA 
borrowing only. 

 
The latest forecast was updated on 25th March 2026: 

 

 
 

• Money market yield forecasts are based on expected average earnings by local 
authorities for 3 to 12 months. 

• The MUFG Corporate Markets forecast for average earnings are averages i.e., rates 
offered by individual banks may differ significantly from these averages, reflecting their 
different needs for borrowing short-term cash at any one point in time. 
The forecast has proved robust over the period since the end of March, setting out a 
central view that short and long-dated interest rates will start to fall once it is evident 
that the Bank of England will not have to contend with second-round inflationary effects 
emanating from the conflict in the Middle East.  Nonetheless, the longer dated part of 
the forecast also reflects the poor state of the public finances and the uncertainty 
pertaining to the likely Prime Ministership of Andy Burnham from 20th July.  



              

              
 

 
Overall, the MUFG central view is that monetary policy is sufficiently tight for a likely 
uptick in CPI inflation through the remainder of 2026 if growth remains tepid.  We 
forecast the next reduction in Bank Rate to be made in H2 2027, with Bank Rate falling 
to a low of 3.25% by the start of 2028.  
 

 
 
3. Annual Investment Strategy 
 
The Treasury Management Strategy Statement (TMSS) for 2026/27, which includes the 
Annual Investment Strategy, was approved by the Council on 25th February 2026.  In 
accordance with the CIPFA Treasury Management Code of Practice, it sets out the Council’s 
investment priorities as being: 

➢ Security of capital 
➢ Liquidity 
➢ Yield 

 
The Council will aim to achieve the optimum return (yield) on its investments commensurate 
with proper levels of security and liquidity, aligned with the Council’s risk appetite. The Council 
uses the MUFG Corporate Markets suggested creditworthiness approach, including a 
minimum sovereign credit rating and Credit Default Swap (CDS) overlay information.  
 
As shown by the charts below and the interest rate forecasts in section 2, investment rates 
have remained elevated during the first quarter of 2026/27 and are only expected to fall back 
once it is clear that inflation will not take a strong foothold in H2 2026.  A peak in CPI inflation 
of 3.6% is currently forecast by Capital Economics 
 
 
Creditworthiness. 
There have been few changes to credit ratings over the quarter under review. However, 
officers continue to closely monitor these, and other measures of creditworthiness to ensure 
that only appropriate counterparties are considered for investment purposes. 
 
Investment counterparty criteria 
The current investment counterparty criteria selection approved in the TMSS is meeting the 
requirement of the treasury management function.  
 
CDS (Credit Default Swap) prices 
For UK and international banks, these have remained low, and prices are not misaligned with 
other creditworthiness indicators, such as credit ratings. Nevertheless, it remains important 
to undertake continual monitoring of all aspects of risk and return. 
 
Investment balances 
The average level of funds available for investment purposes during the quarter was £68.6m.  
These funds were available on a temporary basis, and the level of funds available was mainly 
dependent on the timing of precept payments, receipt of grants and progress on the capital 
programme.  
  



              

              
 

 
Investment Rates  
Sterling Overnight Index Averages (Term) 
 
Investment performance year to date as of end-June 2026  
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4.50
Bank Rate vs term SONIA rates % 01.04.26 - 30.06.26

Bank Rate SONIA 1 mth 3 mth 6 mth 12 mth

FINANCIAL YEAR TO QUARTER ENDED 30/06/2026
Bank Rate SONIA 1 mth 3 mth 6 mth 12 mth

High 3.75 3.73 3.76 3.86 4.08 4.35
High Date 01/04/2026 30/06/2026 23/04/2026 30/04/2026 30/04/2026 30/04/2026
Low 3.75 3.73 3.74 3.77 3.84 3.96
Low Date 01/04/2026 09/06/2026 22/06/2026 26/06/2026 26/06/2026 26/06/2026
Average 3.75 3.73 3.74 3.81 3.94 4.14
Spread 0.00 0.00 0.02 0.09 0.23 0.39



              

              
 

Approved limits 
Officers can confirm that the approved limits within the Annual Investment Strategy were not 
breached during the quarter ended 30th June 2026. 
 
 
4. Borrowing 
 
Due to the overall financial position and the underlying need to borrow for capital purposes 
(the Capital Financing Requirement - CFR), it is anticipated that further external borrowing 
will not be undertaken during this financial year, based on currently approved expenditure. 
 
 
PWLB maturity Certainty Rates 1st April to 30th June 2026 
 
Heading into the second quarter of 2026/27, markets seem to have settled down to a view 
that Bank Rate may increase by 25 basis points to 4% later in 2026, or early in 2027, if the 
Bank of England’s Monetary Policy Committee deems it prudent to keep any secondary round 
effects of inflation from flaring up.  On balance, however, MUFG Corporate Markets believes 
that Bank Rate will remain unchanged at 3.75% for the remainder of 2026, and that the next 
movement will be downwards if the CPI measure of inflation gets no higher than a peak of 
c3.5% before trending lower towards the 2% inflation target rate.  Consequently, where 
market sentiment has gradually moved towards that view, the chart below has captured the 
degree to which rates across the whole curve - having risen at the start of the quarter – have 
finished the quarter at a similar level to which they started. 
 
Of course, there have been both international geo-political and domestic factors holding sway 
over the past three months, sometimes separately and sometimes jointly.   Initially, markets 
focussed on the inflationary threat from a large spike upwards in fuel and energy costs 
emanating from the conflict in the Middle East and, more precisely, the shutting of the Strait 
of Hormuz to cargo ships transporting oil.  Heading into July, however, there has been an 
outbreak – albeit tentative – of optimism that the US and Iran can reach an agreement that 
will either end, or at least restrict, the worst of the hostilities.  As oil prices have dropped back, 
inflation concerns have become more muted, although gilt yields are still historically high and 
monetary policy tighter than it was before the start of the conflict. 
 
Domestically, Andy Burnham is the Prime Minister in-waiting and could take over the 
leadership of the country by the end of July.  Nonetheless, markets have generally assumed 
that whatever new policies may move to the fore under his leadership, there would still be 
fiscal constraints that he would have to adhere to. 
 
Referencing the charts below, MUFG continue to think that borrowers will achieve the most 
value by focussing on the shorter part of the curve.  Medium and long-dated rates continue 
to prove expensive. 
 
PWLB rate update since Qtr 1 end 
 
Since 30 June 2026, PWLB borrowing rates have increased materially, with the 50-year 
maturity rate rising to 6.53% as at 4 September 2026.  
 
The increase reflects a rise in UK gilt yields and a reassessment by financial markets of the 
outlook for inflation, interest rates and government borrowing. During the first quarter, markets 



              

              
 

had become more optimistic that inflationary pressures arising from higher energy prices 
would ease and that future Bank Rate movements would be downwards. However, since 
quarter end, investors have become more cautious regarding the inflation outlook and the 
sustainability of public finances, resulting in higher long-term borrowing costs. As PWLB rates 
are linked directly to gilt yields, increases in gilt yields have translated into higher PWLB 
borrowing rates.  
 
Impact on the Council 
 
The immediate impact on the Council is limited as the current Treasury Management Strategy 
assumes that no additional external borrowing will be required during 2026/27. The Council 
continues to be in a net investment position, with investments of £68.7m exceeding external 
borrowing of £34.3m as at 30 June 2026.  
 
However, the increase in PWLB rates would increase the cost of financing future capital 
expenditure if external borrowing were required. Higher borrowing costs reduce the 
affordability of capital schemes and increase the ongoing revenue budget requirement for 
interest payments. Officers will continue to monitor market conditions and will consider the 
most cost-effective funding options when reviewing future borrowing requirements 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



              

              
 

PWLB RATES 01.04.26 - 30.06.26 
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HIGH/LOW/AVERAGE PWLB RATES FOR 01.04.26 – 30.06.26 
 

 
 
 
5. Debt rescheduling 
 
Members will be advised if there is value to be had by rescheduling or repaying a part of the 
debt portfolio.   
 
 
6. Compliance with Treasury and Prudential Limits 
 
The prudential and treasury Indicators are shown in Appendix 1. 
 
It is a statutory duty for the Council to determine and keep under review the affordable 
borrowing limits. During the quarter ended 30th June 2026, the Council has operated within 
the treasury and prudential indicators set out in the Council’s Treasury Management Strategy 
Statement for 2026/27.  The Corporate Director (Finance and Resources) reports that no 
difficulties are envisaged for the current or future years in complying with these indicators. 
 
All treasury management operations have also been conducted in full compliance with the 
Council's Treasury Management Practices. 

 
7. Other 
 
1. Changes in risk appetite 
The 2021 CIPFA Codes and guidance notes have placed enhanced importance on risk 
management.  Where an authority changes its risk appetite e.g., for moving surplus cash into 
or out of certain types of investment funds or other types of investment instruments, this 
change in risk appetite and policy should be brought to members’ attention in treasury 
management update reports. During quarter 1 2026/27 the Council’s investment portfolio 
maintained its reliance on investments in the DMO, Money Market Funds, Property Fund, and 
smaller deposits with banks.  
 
2. Sovereign limits 
The council policy is to invest with banks in other countries that have a sovereign rating of at 
least AA-. The council policy is to continue to invest with the UK banks and building societies 
even if the UK sovereign rating falls below AA-. 
 

1 Year 5 Year 10 Year 25 Year 50 Year
01/04/2026 4.93% 5.16% 5.62% 6.20% 6.00%
30/06/2026 4.77% 5.07% 5.55% 6.17% 5.98%

Low 4.75% 5.04% 5.50% 6.09% 5.89%
Low date 26/06/2026 08/04/2026 08/04/2026 08/04/2026 08/04/2026

High 5.17% 5.49% 5.98% 6.57% 6.35%
High date 30/04/2026 18/05/2026 18/05/2026 18/05/2026 18/05/2026
Average 4.92% 5.23% 5.71% 6.31% 6.11%
Spread 0.42% 0.45% 0.48% 0.48% 0.46%



              

              
 

Annex 1: Prudential and Treasury Indicators for 2026-27 as of 30th June 
2026 

 

 

Treasury Indicators 
2026/27 
Budget 

£’000 

30.06.26 
Actual 
£’000 

Authorised limit for external debt 135,000  

Operational boundary for external debt 115,000  

Gross external debt  34,255 

Investments  68,738 

Net investing  34,483 

Maturity structure of fixed rate borrowing -  
upper and lower limits   

Under 12 months  0 

12 months to 2 years  0 

2 years to 5 years  0 

5 years to 10 years  0 

10 years to 20 years  24,255 

20 years +  10,000 

 
 

Upper Limit for Principal Sums Invested for Longer than 365 
Days (CCLA Property Fund) 
Year Limit £000s Actual £000s 
1 10,000 4,000 
2 9,000 4,000 
3 8,000 4,000 

 
 
 

  

 
 
 
 
 
 
 



              

              
 

Prudential Indicators Current Budget 
£000s 

Forecast 
£000s 

Capital expenditure (Gross) 35,214 43,463 

Capital Financing Requirement (CFR) 
01/04/2026 75,682 75,682 

Annual change in CFR (Expenditure less 
funding less MRP) 18,143 18,521 

In year borrowing requirement (Expenditure 
less funding) 21,493 21,871 

   

   

 
 



              

              
 

Annex 2:  Investment Portfolio 
 

Investments held as of 30th June 2026 compared to counterparty list: 
 
 

  2026/27 
Limit £m 

30.06.26 
Actual £m 

Deposit Accounts     
NatWest 4.00 0.387 
Barclays 4.00 0.001 
Government and LAs   
Debt Management Office (DMO) - 
HMG unlimited 44.700 

   
Money Market Funds    
Aberdeen Liquidity Fund  5.00 2.680 
BlackRock Institutional sterling 
liquidity Fund 5.00 3.175 

CCLA Public Sector Deposit Fund 
5.00 2.950 

Federated Short Term Prime Fund 
5.00 3.000 

HSBC ESG 5.00 2.520 
Insight Liquidity Funds 5.00 1.200 
Invesco 5.00 2.925 
Legal & General Sterling Liquidity 
Fund 5.00 1.200 
Total  64.738 

Long-term Investments   
CCLA Property Fund 5.00 4.000 

Total  68.738 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



              

              
 

UK Banks 5 Year Senior Debt CDS Spreads as of 30th June 2026 

The cost of insuring against default is shown in basis points down the left- hand axis.  Credit 
risk has reduced markedly in recent weeks.  The cost of insuring against the prospect of 
default is still low in historic terms.  (The chart below shows the cost in basis points of 
ensuring against the prospect of default on 5 year “paper” issued by major UK banks v the 
ITRAXX Senior Financials Index.) 
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Annex 3: Approved countries for bank investments as of 30th June 2026 
 
 
 
Based on lowest available rating: 
 
 

AAA                      
• Australia 
• Denmark 
• Germany 
• Netherlands  
• Norway 
• Singapore 
• Sweden 
• Switzerland 

 
• AA+ 
• Canada    
• U.S.A. 

 
• AA 
• Abu Dhabi (UAE) 
• Finland 
• Qatar 

 
• AA- 
• U.K. 

 
 

Rated Below the AA- lower limit 
 
• A+ 
• Belgium 
• France  

 
 
 
 
 
 
 
 
 
 
 
 
Annex 4 Glossary 



              

              
 

 
Bail in Risk 
Bail in risk arises from the failure of a bank. Bondholders or investors in the bank would be 
expected to suffer losses on their investments, as opposed to the bank being bailed out by 
government. 
 
Bank Equity Buffer 
The mandatory capital that financial institutions are required to hold, in order to provide a 
cushion against financial downturns, to ensure the institution can continue to meet it liquidity 
requirements. 
 
Bank Rate 
The official interest rate of the Bank of England, this rate is charged by the bank on loans to 
commercial banks. 
 
Bank Stress Tests 
Tests carried out by the European Central Bank on 51 banks across the EU. The tests put 
banks under a number of scenarios and analyse how the bank’s capital holds up under 
each of the scenarios. The scenarios include a sharp rise in bond yields, a low growth 
environment, rising debt, and adverse action in the unregulated financial sector.  
 
Basis Point 
1/100th of 1% i.e. 0.01%. 10 basis points is 0.1%. 
 
Bonds 
A bond is a form of loan, the holder of the bonder is entitled to a fixed rate of interest 
(coupon) at fixed intervals. The bond has a fixed life and can be traded. 
 
Call Account 
A bank account that offers a rate of return and the funds are available to withdraw on a daily 
basis. 
 
Capital Financing Requirement (CFR)  
The CFR is a measure of the capital expenditure incurred historically but has yet to be 
financed; by for example capital receipts or grants funding. The current CFR balance is 
therefore financed by external borrowing, and internal borrowing (i.e. use of working capital 
on the balance sheet – creditors, cash etc). 
 
Capital Receipts 
Funds received when an asset is sold. This can be used to fund new capital expenditure. 
 
Certificate of Deposit 
Evidence of a deposit with a financial institution repayable on a fixed date. They are 
negotiable instruments, and have a secondary market, and can be sold before maturity. 
 
Collar (Money Market Fund) 
The fund “collar” forms part of the valuation mechanism for the fund. LVNAV funds allow 
investors to purchase and redeem shares at a constant NAV calculated to 2 decimal places, 
i.e. £1.00. This is achieved by the fund using amortised cost for valuation purposes, subject 
to the variation against the marked-to-market NAV being no greater than 20 basis points 



              

              
 

(0.2%). (This compares to current Prime CNAV funds which round to 50 basis points, or 
0.5%, of the NAV.)  
 
Constant Net Asset Value (CNAV) 
Constant Net Asset Value refers to funds which use amortised cost accounting to value all 
of their assets. They aim to maintain a Net Asset Value (NAV), or value of a share of the 
fund at £1 and calculate their price to 2 decimal places.  
 
Counterparty 
Another organisation with which the Council has entered into a financial transaction with, for 
example, invested with or borrowed from. There will be an exposure of risk with a 
counterparty. 
 
Credit Default Swaps (CDS) 
A financial agreement that the seller of the CDS will compensate the buyer in the event of a 
loan default. The seller insures the buyer against a loan defaulting. 
 
Credit Ratings 
A credit rating is the evaluation of a credit risk of a debtor and predicting their ability to pay 
back the debt.  The rating represents an evaluation of a credit rating agency of the 
qualitative and quantitative information, this result in a score, denoted usually by the letters 
A to D and including +/-. 
 
DMADF 
The Debt Management Account Deposit Facility. This is run by the UK’s Debt Management 
Office and provides investors with the ability to invest with UK central government. 
 
ECB 
The European Central Bank, one of the institutions that makes up the EU. Its main function 
is to maintain price stability across the Eurozone. 
 
ESG 
Environmental, society, and governance investing, makes reference to a set of standards 
for an organisation’s behaviour, which can be used by a socially aware investor to make 
investment decisions. Environmental factors include how an organisation safeguards the 
environment, social criteria look at how the organisation manages its relationships with the 
community, employees, suppliers, and customers, and governance deals with leadership, 
internal controls and audits. 
 
Federal Reserve (Fed) 
The central bank of the United States. 
 
FOMC (Federal Open Market Committee) 
The committee within the US Federal Reserve that makes decisions about interest rates, 
and the US money supply. 
 
 
Forward Deal 
The act of agreeing today to deposit/loan funds for an agreed time limit at an agreed date 
and rate. 
 



              

              
 

GDP (Gross Domestic Product) 
The total value of all final goods and services produced and sold in a year by a country. 
 
Gilts 
Bonds issued by the Government in Sterling. 
 
Link Group 
The council’s treasury advisors, who took over from Arlingclose in March 2023.  Now called 
MUFG Corporate Markets. 
 
Liquidity 
The degree to which an asset can be bought or sold quickly.  
 
LVNAV Money Market Fund 
Low volatility net asset value. The fund will have at least 10% of its assets maturing on a 
daily basis and at least 30% of assets maturing on a weekly basis. 
 
MiFID 
Markets in Financial Instruments Directive, is a regulation that increases the transparency 
across the EU’s financial markets and standardises the regulatory disclosures required. In 
force since 2008. 
 
Minimum Revenue Provision (MRP) 
An amount set aside annually from revenue to repay external debt. 
 
Monetary Policy Committee (MPC) 
A committee of the Bank of England that meets to decide on the UK interest rate. 
 
Monetary Policy 
A policy adopted by government to affect monetary and financial conditions in the economy. 
 
Money Market Funds 
An open-ended mutual fund that invests in short-term debt securities. A deposit will earn a 
rate of interest, whilst maintaining the net asset value of the investment. Deposits are 
generally available for withdrawal on the day. 
 
MUFG Corporate Markets 
The council’s treasury advisors, were called Link Group. 
 
Office of Budget Responsibility (OBR) 
An independent public sector body that provides independent forecasts. 
 
Passive Investor 
An investor that does not usually or frequently buy individual stocks, and does not 
individually pick investments to beat the market. Holdings are usually long term. This 
contrasts with an active investor. 
 
 
Prudential Code 
The CIPFA code of practice which ensures local authorities spending plans are affordable, 
prudent and sustainable. 



              

              
 

 
Public Works Loans Board (PWLB) 
The PWLB is an agency of the Treasury, it lends to public bodies at fixed rates for periods 
up to 50 years. Interest rates are determined by gilt yields. 
 
Purchasing Managers Index 
Economic indicators derived from monthly surveys of private sector companies. 
 
REFCUS 
Revenue Expenditure Funded from Capital Under Statute. Expenditure which would normally 
be considered revenue expenditure, but has been statutorily defined as capital expenditure, 
including the giving of a loan, grant or other financial assistance to any person, whether for 
use by that person or by a third party, towards expenditure which would, if incurred by the 
authority, be capital expenditure. Or expenditure incurred on the acquisition, production or 
construction of assets for use by, or disposal to, a person other than the local authority which 
would be capital expenditure if those assets were acquired, produced or constructed for use 
by the local authority.  
 
Reserves 
The accumulation of past revenue surpluses and contributions, which can be used to meet 
future expenditure. The reserves can be general reserves, or earmarked for a specific 
purpose.  
 
Security, Liquidity, Yield (SLY) 
The factors taken into account when investing and are prioritised in the order. 
 
SONIA 
Sterling overnight index average interest rate. On each London business day, SONIA is 
measured as the trimmed mean, rounded to four decimal places, of interest rates paid on 
eligible sterling denominated deposit transactions.  
 
Transactional Banking 
Use of a bank for day-to-day banking requirement, e.g. provision of current accounts, 
deposit accounts and on-line banking. 
 
UN Principles for Responsible Banking 
Are a unique framework for ensuring that signatory banks’ strategy and practice align with 
the vision society has set out for its future in the Sustainable Development Goals and the 
Paris Climate Agreement. 
 
The framework consists of 6 Principles designed to bring purpose, vision and ambition to 
sustainable finance. They were created in 2019 through a partnership between founding 
banks and the United Nations. Signatory banks commit to embedding these 6 principles 
across all business areas, at the strategic, portfolio and transactional levels. 
 

• Principle 1: Alignment, align business strategy with individual’s goals as expressed in 
the sustainable development goals, the Paris Climate Agreement and national and 
regional frameworks. 

• Principle 2: Impact and Target Setting, increase positive impacts and reduce negative 
impacts on, and managing the risks to people and environment. 

https://en.wikipedia.org/wiki/London


              

              
 

• Principle 3: Clients and Customers, work with clients and customers to encourage 
sustainable practices and enable economic activities that create shared prosperity. 

• Principle 4: Stakeholders, engage with stakeholders to achieve society’s goals. 
• Principle 5: Governance and Culture, implement the commitment to these principles 

through effective governance. 
• Principle 6: Transparency and Accountability, periodic review of the implementation of 

these principles, and be transparent about and accountable for the positive and 
negative impacts, and the contribution to society’s goals.  

A 3-step process guides signatories through implementing their commitment: 

1. Impact Analysis: identifying the most significant impacts of products and services on 
the societies, economies and environments that the bank operates in. 

2. Target Setting: setting and achieving measurable targets in a banks’ areas of most 
significant impact. 

3. Reporting: publicly report on progress on implementing the Principles, being 
transparent about impacts and contributions. 

 
UN Principles for Responsible Investments 
The 6 principles for responsible investments offer possible actions for incorporating ESG 
issues into investment practice. 
The principles that the signatories sign up to are; 
 
▪ Principle 1: We will incorporate ESG issues into investment analysis and decision-

making processes. 
▪ Principle 2: We will be active owners and incorporate ESG issues into our ownership 

policies and practices. 
▪ Principle 3: We will seek appropriate disclosure on ESG issues by the entities in 

which we invest. 
▪ Principle 4: We will promote acceptance and implementation of the Principles within 

the investment industry. 
▪ Principle 5: We will work together to enhance our effectiveness in implementing the 

Principles. 
▪ Principle 6: We will each report on our activities and progress towards implementing 

the Principles. 
 

The Principles for Responsible Investment were developed by an international group of 
institutional investors reflecting the increasing relevance of environmental, social and 
corporate governance issues to investment practices. The process was convened by the 
United Nations Secretary-General. 
 
 

https://www.unepfi.org/banking/bankingprinciples/resources-for-implementation/impact-analysis/
https://www.unepfi.org/banking/bankingprinciples/resources-for-implementation/target-setting/
https://www.unepfi.org/banking/bankingprinciples/resources-for-implementation/reporting/
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