
 Briefing Note

To               Audit and Procurement Committee                                 Date  24th October 2016

Subject      City Council Treasury Management 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 our Treasury 
Management advisors (Arlingclose) which bases its judgement on information from credit 
rating agencies.

2.3 Since the last report in December, there has been a change to the counterparty limits on the 
lending list. As a result of the large level of investment balances held in 2015/16, the standard 
counterparty limit is now £10m, except for institutions where schools hold their current 
accounts. These limits are adjusted accordingly. The limit for unrated Building Societies has 
stayed at £1m.

2.4 The treasury management landscape has also changed since the last report as a result of 
Brexit & the Bank of England cutting interest rates. This has meant that the interest rates 
available on our investments has similarly reduced.

2.5 Two counterparties have also been removed from our approved list since the last update, 
these are Standard Chartered Bank & Deutsche Bank. This is due to poor financial 
performance of the banks & the £11bn fine facing Deutsche. Also, as Deutsche is such a 
systemically important bank to the German economy, the decision has been taken locally to 
no longer lend to any German bank, despite them remaining on the approved Arlingclose list. 
Full details can be found in Appendix 1.

2.6 The total level of investment balances held by the Council stood at £168.9m as at 7th October 
2016 compared with £136.9m as at 9th October 2015. The breakdown of these balances is 
shown below. The £32m increase in investment balances is due in large part to the fact that 
the Council has received a grant of £35m from the Department for Business, Energy and 
Industrial Strategy for the Whitley South Infrastructure Project which has not yet been spent.
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09/10/2015
£m

07/10/2016
£m

Bank Deposits 73.3 63.4

Local Authority Deposits 0.0 0.0

Money Market Funds 19.3 32.1

Collective Investment Funds 28.7 38.5

Corporate Bonds 15.6 34.9

Total 136.9 168.9

2.7 Since the last report no short term borrowing has been undertaken, due to the high levels of 
investment balances held by The Council.
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Appendix 1
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Appendix 2
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Investment Type Glossary

Temporary Loan Out (Deposit) – These are investments with a counterparty where the start date, 
maturity date, principal & interest rate is all agreed in advance and cannot be changed until 
maturity.

Temporary Loan Out (Call Deposits) – These are investments with banks whereby the money is 
held by the bank for an indefinite amount of time until the Council chooses to have the money 
back. Once the Council calls the money back, different accounts have different notice periods. 
The longer the notice period, the higher the interest rate.

Certificate of Deposit – These are similar investments to Temporary Loan Out (Deposits) 
however, there is a secondary market for them, meaning they can be sold before the maturity 
date for a profit or loss. This makes them more liquid.

Fixed Bonds – These are similar to Certificates of deposit in that maturity date and interest rates 
are agreed in advance & there is a secondary market to sell them if required. However, whereas 
Certificates of Deposits are with banks, Fixed Bonds are with banks and private companies.

Money Market Fund (MMF)  Deposits – Funds whereby the authorities money is managed by an 
external fund manager. The Council invests in the fund along with several other organisations 
and money is pooled together & invested in a number of different counterparties. As the 
investments made by the fund manager vary daily, the rate of interest fluctuates daily, usually 
within 0.05% of 0.4%. Money can be paid into and withdrawn instantly from these accounts & so 
they are used to manage the Council’s day to day cashflow.

Collective Investment Funds – Similar to MMF Deposits, these are investments whereby we give 
our money to a fund manager and they pool our money with other organisations to make 
investments on our behalf. The rate of interest is higher on these tends to fluctuate more & as 
such need to be viewed as long term investments in order to smooth out peaks & troughs, even 
though the Council can withdraw from these accounts with only a week’s notice if required.


