
 Briefing Note

To               Audit and Procurement Committee                                 Date  12th November 2018

Subject     City Council Treasury Management Investment Activity

1 Background and Purpose of the Note
This note provides an update on the Council’s Treasury Management activity.

2 Treasury Management Activity
2.1 Appendix 1 in this report shows the Council’s Lending List – a list of those banking and 

government institutions that the Council’s Investment Strategy allows us to invest cash 
balances with. Appendix 2 shows the most recent list of investments that the Council holds.

2.2 The current lending list is maintained in line with advice provided by the Council’s Treasury 
Management advisors (Arlingclose) which bases its judgement on information from credit 
rating agencies.

2.3 Since the last report in November 2017 there has been a major change in the UK banking 
system whereby the largest UK banks have been “ring-fenced”. This means that the largest 
UK banks must separate core retail banking from investment banking in order to help manage 
any banking failures & to make the impact of such failures less severe than they have been in 
the past. The Council can invest in both of these ring fenced banks in some cases, which is 
why it looks like we have certain banks on the lending list twice. Those banks that we can 
invest in both ring fenced banks at the same time are HSBC and Barclays.

Another significant change to the counterparty list is the reduction in the counterparty limits. 
The counterparty limits are based on the expected cash levels for the coming year. As a result 
of repaying some long term borrowing and a large capital program it was anticipated that the 
Council’s cash balances would be lower than previous years. Therefore counterparty limits 
have been reduced from £8m to £6m for investments with banks. 

Also, two UK banks (Royal Bank of Scotland and Ulster bank), three German banks 
(Bayerische Landesbank, DZ Bank and Landesbank Baden Wuerttember) and one unrated 
Building Society (Harpenden) have been added to the approved lending lists based on advice 
from Arlingclose as a result of improved financial performance. 

Full details can be seen in the lending list in Appendix 1.

2.4 The total level of investment balances held by the Council stood at £100.1m as at 12th October 
2018 compared with £99.6m as at 13th October 2017. The breakdown of these balances is 
shown below.
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13/10/2017
£m

12/10/2018
£m

Bank Deposits 24.4 7.0

Local Authority Deposits 0.0 6.0

Money Market Funds 16.0 37.2

Collective Investment Funds 39.8 38.9

Corporate Bonds 11.4 5.0

Housing Associations 8.0 6.0

Total 99.6 100.1

2.5 Since the last report there has been a change in emphasis with regards to Collective 
Investment Funds. Collective Investment Funds are funds operated by financial institutions 
who pool money from several investors and use that money to invest in products that the 
Council would otherwise be unable to invest in due to the complexities of the products 
involved. 

The Council previously had investments with a small number of institutions which were very 
low risk but also had a relatively small return. In a search for greater returns whilst 
maintaining high levels of security, the Council now invests in a wider range of funds which 
offer a higher return, but are potentially more volatile than previous investments. High levels 
of security have been maintained whilst increasing returns and volatility by investing smaller 
amounts in each institution thus diversifying the investment portfolio and choosing products 
that will react differently to market events, meaning that any losses that an individual product 
makes will be offset by gains made by other products.

2.6 Since the last report, £5m of PWLB borrowing has matured and as such been repaid. Also, 
£20m of the Council’s LOBO borrowing has been repaid early due to beneficial early 
repayment terms being offered by the lender. The savings from this were incorporated in the 
2018/19 Budget Report.

2.7 As a result of the significant payments required to repay the above borrowing, some short term 
borrowing has been undertaken since the last report. This totalled £45m, with the highest 
amount outstanding at any one time being £32.5m. Whilst the Council held this borrowing, 
investment balances were still at approximately £60m and any interest costs associated with 
borrowing were more than covered by these investment balances. The Council still has £10m 
of this borrowing outstanding at the time of this report.
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Appendix 1
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Appendix 2


