
APPENDIX 4A 

Approved Investment Counterparties and Limits  

Table 1 

General Counterparty 
List 

Credit 
Rating 

Cash Limit Max Time 
Limit 

Banks Unsecured AAA £15m 5 years 

AA+ 5 years 

AA 4 years 

AA- 3 years 

A+ 2 years 

A 12 months 

A- 6 months 

Banks Secured AAA £25m 20 years 

AA+ £15m 10 years 

AA 5 years 

AA- 4 years 

A+ 3 years 

A 2 years 

A- 13 months 

UK Government AA+ Unlimited 50 years 

Corporates AA+ £5m 10 years 

AA 5 years 

AA- 4 years 

Registered Providers AA+ £5m 10 years 

AA 10 years 

AA- 10 years 

Money Market Funds* AAA 75% per fund (de minimus level 
£5m) 

Next Day 

 

* As from 21 July 2018, there will be three structural options for existing MMFs, these 

are as follows: 

1. Public Debt Constant Net Asset Value (“CNAV”) MMFs (mainly government assests) 
2. Low Volatility NAV (“LVNAV”) MMFs (market fund doesn’t deviate by more than 
20bps) 
3. Variable NAV (“VNAV”) MMFs (more fluctuating assets)  
 
A group of banks under the same ownership will be treated as a single organisation for 

limit purposes.  Limits will also be placed on fund managers, investments in brokers’ 

nominee accounts, foreign countries and industry sectors as below:



 

Table 2 
 

Counterparties Cash limit 

Any single organisation, except the UK Central 

Government  
£15m each 

Any group of organisations under the same ownership £25m per group 

Any group of pooled funds under the same 

management 
£15m per manager 

Negotiable instruments held in a broker’s nominee 

account 
£15m per broker 

Foreign countries £15m per country 

Unsecured investments with Building Societies £5m in total 

Loans to unrated corporates £1m in total 

Money Market Funds 
75% of total 

investments 

 

Prudential Indicators - Non-Specified Investment Limits 

Table 3 

 Cash limit 

Total long-term investments £20m 

Total investments with institutions domiciled in foreign 

countries rated above [AA+] 
£15m 

 

Principal Sums Invested for Periods Longer than 364 days limits 

Table 4 

 2017/18 2018/19 2019/20 

Limit on principal invested beyond year end £20m £20m £20m 

 

Interest Rate Exposures 

This indicator is set to control the Council’s exposure to interest rate risk. The upper 

limits on fixed and variable rate interest rate exposures, expressed as a proportion of 

net principal borrowed / interest payable will be: 

 

 



 

Table 5 

 2017/18 2018/19 2019/20 

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

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

 

Fixed rate investments and borrowings are those where the rate of interest is fixed 

for the whole financial year.  Instruments that mature during the financial year are 

classed as variable rate.   

Borrowing Maturity Limits 

The purpose of these are to restrain the activity of the treasury function within certain 

limits, thereby managing risk and reducing the impact of any adverse movement in 

interest rates.  However, if these are set to be too restrictive they will impair the 

opportunities to reduce costs / improve performance. This indicator is set to control 

the Council’s exposure to refinancing risk. The upper on the maturity structure of 

fixed rate borrowing will be: 

Table 6 

 Upper 

Under 12 months 30% 

12 months and within 24 months 35% 

24 months and within 5 years 50% 

5 years and within 10 years 70% 

10 years and above 100% 

 

Time periods start on the first day of each financial year.  The maturity date of 

borrowing is the earliest date on which the lender can demand repayment.  

After consideration with the Council’s Treasury Management Consultants it was 

decided that a monetary limit should not be placed on the amount of short term 

borrowing that can make up the total borrowing amount. Instead the Council will 

continue to set a percentage limit on the amount of total borrowing that can be taken 

out as short-term loans.  

 

 

 

 

 

 



 

 

The following table provides additional information on the counterparties 

mentioned above 

 

Table 7 

Councils’ Main 
Bank Account 
- HSBC 

The Council banks with HSBC and will continue to bank with HSBC with a revised 
contract.  At the current time, it does meet the minimum credit criteria of A- (or 
equivalent) long term.  If the credit rating falls below the Council’s minimum criteria 
A-, it will continue to be used for short term liquidity requirements (overnight and 
weekend investments) and business continuity arrangements.  If funds come into 
the bank account during the day (after daily dealing has been undertaken) and 
cannot be placed out with any other approved financial institutions, they can be 
placed into the HSBC Call Account to attract interest even if it breaches the 
counterparty limit (the matter will be reported to the Director of Finance, Resources 
& Customer Services).  The temporary breach will be addressed on the next 
banking business day. 

Banks 
Unsecured 

Accounts, deposits, certificates of deposit and senior unsecured bonds with banks 
and building societies, other than multilateral development banks.  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 
Secured 

Covered bonds, reverse repurchase agreements and other collateralised 
arrangements with banks and building societies.  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.  Where there is no 
investment specific credit rating, but the collateral upon which the investment is 
secured has a credit rating, the highest of the collateral credit rating and the 
counterparty credit rating will be used to determine cash and time limits.  The 
combined secured and unsecured investments in any one bank will not exceed the 
cash limit for secured investments. 

Government Loans, bonds and bills issued or guaranteed by national governments, regional and 
local authorities and multilateral development banks.  These investments are not 
subject to bail-in, and there is an insignificant risk of insolvency.  Investments with 
the UK Central Government may be made in unlimited amounts for up to 50 years. 

Corporates Loans, bonds and commercial paper issued by companies other than banks and 
registered providers. These investments are not subject to bail-in, but are exposed 
to the risk of the company going insolvent.  Loans to unrated companies will only be 
made as part of a diversified pool in order to spread the risk widely. 

Registered 
Providers 

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 and, as 
providers of public services, they retain a high likelihood of receiving government 
support if needed 

Money Market 
Funds 

Shares in diversified investment vehicles consisting of any of the above investment 
types, plus equity shares and property. 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 aim for a constant net asset value will be used as an alternative to 
instant access bank accounts, while pooled funds whose value changes with market 
prices and/or have a notice period will be used for longer investment periods. 

Bond, Equity 
and Property 
Funds 

These offer the potential for enhanced returns over the longer term, but are more 
volatile in the short term.  These allow the Council to diversify into asset classes 
other than cash without the need to own and manage the underlying investments. 
Because these funds have no defined maturity date, but are available for withdrawal 
after a notice period, their performance and continued suitability in meeting the 
Council’s investment objectives will be monitored regularly. 

 


