
Appendix 1

1. The Council’s Credit Rating Criteria

The Council uses the credit-worthiness service provided by Link as the basis for all 
investment decisions with banks and building societies. This service uses both 
credit-rating information and market intelligence when determining with whom the 
Council places deposits. This information is monitored daily by Link and the 
Council’s treasury staff.

2. Criteria for “specified” Investments up to 1 Year 

The short-term ratings offered by the credit-rating agencies are their assessment of 
the financial institutions’ ability to repay investments placed with them for periods of 
up to 1 year. The criteria used by the Council indicate that the institution has a strong 
capacity for timely repayment.

The criteria below will be used to define “high” credit ratings under the MHCLG 
guidance for investments of up to one year (“specified investments”) and credit 
ratings are continually monitored. Limits are set for different types of organisations 
who borrow from local authorities and are based on the credit ratings (where 
appropriate) of each type of institution:

a) Local Authorities £35m limit per authority

b) UK banks and building societies who meet Link’s criteria:

 Limit of £35m 

c) Overseas banks who meet Link’s criteria:

 Limit of £25m. Such investments may only be placed with banks whose 
home country is rated AA or above.

d) Investments in Money Market Funds (investments in externally managed 
pooled funds) will be made with those which have Fitch/Standard & Poor’s 
AAAmmf/AAAm ratings or Moody’s Aaa-mf (which are the very highest ratings 
specifically assigned to Money Market Funds):

 Limit of £25m for AAA/Aaa rated funds.

e) Investments in ultra-short dated bond pooled investment funds will be made 
with those which have, as a minimum Fitch/Standard & Poor’s AA ratings or 
Moody’s Aa rating.

 Limit of £10m for AA/Aa rated ultra-short dated bond pooled investment 
funds.



3. Criteria for “non-specified Investments”

(a) Investments over one year are defined as “non-specified investments” under 
the MHCLG guidance. The Council will make such investments with 
institutions who meet Link’s criteria. Amounts that may be lent to such 
institutions are included in the limits in section 2 above.

The Council may also make investments over one year with UK banks which 
are part/majority owned by the UK government. Such investments may be 
made for periods of up to 3 years.

These longer term investments will be made in government gilt-edged stock 
and deposits with banks, building societies and UK local authorities who meet 
the long-term investment credit criteria.

(b) Investments may also be made in pooled investment vehicles, such as Short 
Dated Bond Funds, Diversified Growth Funds, Absolute Return Funds and 
Property Funds. Investments in such funds, which do not tend to have credit-
ratings, shall be made with the view that the investments will be held for three 
to five year periods.

A limit of £10m will apply to the amount placed in each such fund.

(c) Investments may also be made in loans and bonds issued by, guaranteed by 
or secured on the assets of Registered Providers of Social Housing, formerly 
known as Housing Associations.  These bodies are tightly regulated by the 
Homes and Communities Agency.

A limit of £10m will apply to the amount placed in such loans and bonds 
issued by each such Registered Provider of Social Housing.

(d) Investments may also be made in un-rated bonds. The Council will take 
appropriate advice prior to making such investments and undertake due 
diligence where required. 

A limit of £10m will apply to the amount placed in such un-rated bonds issued 
by each such provider.

Note:

From 1 January 2019, the largest UK banks must separate core retail banking from 
investment banking. This is known as ring-fencing. Ring-fencing was the central 
recommendation of the Independent Commission on Banking chaired by Sir John 
Vickers and was introduced through the Financial Services (Banking Reform) Act 
2013. 

Ring-fencing will support financial stability by making banking groups simpler and 
easier to ‘resolve’. This means that if either the ring-fenced or non ring-fenced part of 
the bank fails, it will be easier to manage the failure in an orderly way without the 
need for a government bail-out. As well as ensuring that UK taxpayers are not on the 



hook for bank failures, ring-fencing should mean fewer and less severe financial 
crises in the future, which will benefit the whole UK economy.

Further details on how the largest UK banks will be announced during the year and 
should this impact on the Council’s credit rating criteria the above criteria for UK 
banks will be updated.


