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 Target 

Portfolio average credit   3 – 6 

 

 2018/19 2019/20 2020/21 

Upper limit on fixed interest rate exposure 100% 100% 100% 

Upper limit on variable interest rate exposure 60% 60% 60% 
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Lower Limit Upper Limit 31-Mar-18 31-Mar-18

LOBO

adjusted

% % % %

under 12 months 0% 60% 17% 45%

12 months & within 24 months 0% 40% 3% 10%

24 months & within 5 years 0% 40% 6% 6%

5 years & within 10 years 0% 40% 5% 5%

10 years & within 20 years 0% 40% 5% 5%

20 years & within 30 years 0% 40% 15% 13%

30 years & within 40 years 0% 50% 26% 14%

40 years & within 50 years 0% 50% 24% 3%

50 years & above 0% 40% 0% 0%

 

 

  

 

 2018/19 2019/20 2020/21 

Limit on principal invested beyond year end £10m £10m £10m 
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Alternative Impact on income and 
expenditure 

Impact on risk management 

Invest in a narrower range of 
counterparties and/or for 
shorter times 

Interest income will be lower Lower chance of losses from 
credit related defaults, but any 
such losses may be greater 

Invest in a wider range of 
counterparties and/or for 
longer times 

Interest income will be higher Increased risk of losses from 
credit related defaults, but any 
such losses may be smaller 

Borrow additional sums at long-
term fixed interest rates 

Debt interest costs will rise; 
this is unlikely to be offset by 
higher investment income 

Higher investment balance 
leading to a higher impact in 
the event of a default; 
however long-term interest 
costs may be more certain 

Borrow short-term or variable 
loans instead of long-term 
fixed rates 

Debt interest costs will initially 
be lower 

Increases in debt interest costs 
will be broadly offset by rising 
investment income in the 
medium term, but long term 
costs may be less certain  

Reduce level of borrowing  Saving on debt interest is likely 
to exceed lost investment 
income 

Reduced investment balance 
leading to a lower impact in 
the event of a default; 
however long-term interest 
costs may be less certain 
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No. 

TREASURY MANAGEMENT LIMITS

5 Borrowing Limits

Authorised Limit

Operational Boundary

No. Prudential Indicator

6 HRA Debt Cap

Headroom

No. Prudential Indicator

7
Upper Limit - Fixed Rate 

Exposure

Upper Limit - Variable Rate 

Exposure

No. Prudential Indicator

8
Maturity Structure of 

Borrowing

U: Upper, L: Lower L U L U L U

Under 12 Months 0% 60% 0% 60% 0% 60%

12 Months & Within 2 Years 0% 40% 0% 40% 0% 40%

2 Years & Within 5 Years 0% 40% 0% 40% 0% 40%

5 Years & Within 10 Years 0% 40% 0% 40% 0% 40%

10 Years & Within 20 Years 0% 40% 0% 40% 0% 40%

20 Years & Within 30 Years 0% 40% 0% 40% 0% 40%

30 Years & Within 40 Years 0% 50% 0% 50% 0% 50%

40 Years & Within 50 Years 0% 50% 0% 50% 0% 50%

50 Years & above 0% 40% 0% 40% 0% 40%

No. Prudential Indicator

9
Sums invested for more than 

364 days

No. Prudential Indicator

10

Adoption of CIPFA Treasury 

Management Code of 

Practice   

£10m £10m £10m

100% 100% 100%

60% 60% 60%

52,451 52,451 52,451

£'000 £'000 £'000

661,627 691,635 721,189

608,300 638,702 668,614

£'000 £'000 £'000
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Underlying assumptions:  

 In a 7-2 vote, the MPC increased Bank Rate in line with market expectations to 0.5%. Dovish 

accompanying rhetoric prompted investors to lower the expected future path for interest 

rates. The minutes re-emphasised that any prospective increases in Bank Rate would be 

expected to be at a gradual pace and to a limited extent. 

 Further potential movement in Bank Rate is reliant on economic data and the likely outcome of 

the EU negotiations. Policymakers have downwardly assessed the supply capacity of the UK 

economy, suggesting inflationary growth is more likely. However, the MPC will be wary of 

raising rates much further amid low business and household confidence. 

 The UK economy faces a challenging outlook as the minority government continues to 

negotiate the country's exit from the European Union. While recent economic data has 

improved, it has done so from a low base: UK Q3 2017 GDP growth was 0.4%, after a 0.3% 

expansion in Q2. 

 Household consumption growth, the driver of recent UK GDP growth, has softened following a 

contraction in real wages, despite both saving rates and consumer credit volumes indicating 

that some households continue to spend in the absence of wage growth. Policymakers have 

expressed concern about the continued expansion of consumer credit; any action taken will 

further dampen household spending. 

 Some data has held up better than expected, with unemployment continuing to decline and 

house prices remaining relatively resilient. However, both of these factors can also be seen in 

a negative light, displaying the structural lack of investment in the UK economy post financial 

crisis. Weaker long term growth may prompt deterioration in the UK’s fiscal position. 

 The depreciation in sterling may assist the economy to rebalance away from spending. Export 

volumes will increase, helped by a stronger Eurozone economic expansion. 

 Near-term global growth prospects have continued to improve and broaden, and expectations 

of inflation are subdued. Central banks are moving to reduce the level of monetary stimulus. 

 Geo-political risks remains elevated and helps to anchor safe-haven flows into the UK 

government bond (gilt) market.  

Forecast:  

 The MPC has increased Bank Rate, largely to meet expectations they themselves created. 

Future expectations for higher short term interest rates are subdued. On-going decisions 

remain data dependant and negotiations on exiting the EU cast a shadow over monetary policy 

decisions. 

 Our central case for Bank Rate is 0.5% over the medium term. The risks to the forecast are 

broadly balanced on both sides. 

 The Arlingclose central case is for gilt yields to remain broadly stable across the medium term. 

Upward movement will be limited, although the UK government’s seemingly deteriorating 

fiscal stance is an upside risk. 
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Institution Type 
Minimum 
Credit Rating 

Maximum 
Counterparty Limit 

Maximum 
Period of 
Investment 

Specified / 
Unspecified 

Debt Management Office UK Government No limit 364 days specified 
          

Gilts, Treasury Bill & Repos UK Government No limit 364 days Specified 
  

 
  

 
  

  
 

£10m 24 months  
non-
specified 

          

Supra-national Banks & 
European Agency AA- £10m 364 days specified 
  

 
  

 
  

  
 

£5m 24 months 
non-
specified 

          

Covered Bonds issued by UK 
Banks 

Bond AA+ / 
counterparty A- 

£5m per bond, £20m 
aggregate 364 days Specified 

  
 

  
 

  

  

Bond AA+ / 
Counterparty 
BBB+ 

£5m per bond, £10m 
aggregate 364 days 

Non-
specified 

  
 

  
 

  

  
Bond AA+ / 
counterparty A- 

£5m per bond, £10m 
aggregate 24 months  

non-
Specified 

          

UK Local Council Deposits n/a 
£15m per 
counterparty 364 days specified 

  
 

  
 

  

  
 

£5m per counterparty 24 months 
non-
specified 

          

UK & AAA country Banks - term 
deposits, CDs and call accounts AA- 

£10m per bank or 
banking group 364 days specified 

  
 

  
 

  

  AA- 
£5m per bank or 
banking group 24 months 

non-
specified 

  
 

  
 

  

  A- 
£5m per bank or 
banking group 364 days 

non-
specified 

          

Constant Net Asset Value 
Money Market Funds (MMFs), 
UK / Ireland / Luxembourg 
domiciled AAA  

£10m per MMF. 
Aggregate £50m. daily liquidity specified 

  
 

  
 

  
Variable NAV Enhanced Cash 
Funds, UK/Ireland/Luxembourg 
domiciled AAA 

£5m per ECF.  Group 
limit £15m 

Minimum 
Weekly 
Redemption 

non-
specified 
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Additional Details on Types of Investments 

Banks and Building Society Deposits, Call Accounts and Certificates of Deposit: These investments 

are subject to the risk of credit loss via a bail-in should the regulator determine that the bank is failing 

or likely to fail. 

Banks Covered Bonds:  These investments are secured on the bank’s assets, which limits the potential 

losses in the unlikely event of insolvency, and means that they are exempt from bail-in.   

Money Market and Enhanced Cash Funds: Shares in diversified investment vehicles consisting of time 

deposits, call accounts, CDs etc with banks and financial institutions.  These funds have the advantage 

of providing wide diversification of investment risks, coupled with the services of a professional fund 

manager in return for a fee.  Money Market Funds that offer same-day liquidity and very low or no 

volatility will be used as an alternative to instant access bank accounts, while Enhanced Cash Funds 

whose value changes with market prices and/or have a notice period will be used for longer 

investment periods.  
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