
Appendix C – Investment Criteria 2019/20

Official

APPROVED INVESTMENTS AND COUNTERPARTIES

SPECIFIED INVESTMENTS:
Specified investments offer high security and high liquidity.  
All such investments must be in sterling and with a maturity of no more than one year, meeting the 
minimum rating criteria where applicable

Minimum 
Credit 

Criteria For Use
Debt Management Office n/a In house
Term deposits – local authorities n/a In house
Term deposits and call accounts – banks over 20% 
owned by the UK government   (1)

n/a In house

Term deposits and call accounts– banks
Term deposits – building societies

Short Term 
Fitch ratings 

F2

In house

Certificates of deposits issued by banks and 
building societies 

Fitch A+ In house and 
Fund Managers

UK Government Gilts n/a In house and 
Fund Managers

Bonds issued by multilateral development banks Long term 
AAA

In house and 
Fund Managers

Treasury Bills n/a In house and 
Fund Managers

 (1) Nationalised and part nationalised banks in the UK have credit ratings which do not conform to the normal credit criteria, 
due to the banks having required government intervention.  However, due to this Central Government involvement, these 
institutions effectively take on the credit risk of the Government itself i.e. deposits made with them are effectively being made 
to the Government.  Significant government ownership demonstrates a level of support which is the reason they are included 
for investment.  

Collective Investment Schemes structured as Open Ended Investment Companies (OEICs):

Minimum 
Credit Criteria For Use

Government Liquidity Funds AAA In house and 
Fund Managers

Money Market Funds AAA In house and 
Fund Managers

Enhanced cash funds AAA In house and 
Fund Managers

Bond Funds n/a In house and 
Fund Managers

Gilt Funds n/a In house and 
Fund Managers

OEICs are used as a risk spreading measure.  They are pooled products (like unit trusts), where 
every investor owns a proportion of all the assets in the pool.  While the decision to buy into the pool 
is taken in-house, the underlying assets of the pool are chosen and administered by the fund 
manager, thereby allowing the Council to spread risk across countries and assets without requiring in-
house knowledge and transactional expertise and costs.
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NON-SPECIFIED INVESTMENTS: 
Non specified investments carry more risk, which includes liquidity risk of investing for periods of more 
than one year.  They must be in sterling.  A maximum of £10m may be held in aggregate in non-
specified investments

Minimum 
Credit Criteria Use Maximum

investment
Max. 
maturity 
period

Term deposits – local authorities 
over 1 year n/a In-

house £10m 5 years

Term deposits – banks over 1 year Long Term 
Fitch ratings A 

In-
house £10m 2 years

Fixed term deposits with variable 
rate and variable maturities: -
Structured deposits

Short Term 
F1+, Long 

Term A+ (Fitch 
ratings)

In-
house £10m 2 years

UK Government Gilts n/a In-
house £10m 10 years

APPROVED ORGANISATIONS FOR INVESTMENTS
The Director of Resources has formulated suitable criteria for assessing and monitoring the credit risk 
of investment counterparties and has constructed a lending list comprising time, type, sector and 
specific counterparty limits. If credit ratings change, banks and building societies will be added to or 
excluded from the approved list as appropriate. These criteria are detailed below. 
The Council uses credit ratings from the three main credit rating agencies. If a counterparty or 
investment scheme is downgraded with the result that it no longer meets the Council’s minimum credit 
criteria the use of that counterparty / investment scheme will be withdrawn.

Lending List Criteria
Security of the Authority’s funds is the primary consideration in compiling a lending list.  Any institution 
included on the lending list must have passed a test of financial status and stability.
Branches of UK Central and Local Government will meet these tests by default, as all are fully 
Government backed and so are treated as having the highest ratings.
Institutions which are partly or wholly owned by the Government, or which the Government has 
explicitly offered to support will also have recourse to Government backing, and so this ownership or 
support is deemed to be an over-riding factor in assessing these institutions.
The 3 credit rating agencies have different categories for assessment.
Fitch use:

 Long-term ratings - the long-term stability and credit worthiness of an institution (AAA to D)
 Short term - the short-term credit worthiness of an institution (F1+ to D)

Moody’s use:
 Long-term ratings - the long-term stability and credit worthiness of an institution (AAA to C)
 Short term - the short-term credit worthiness of an institution (P-1 to NP)

Standard & Poors use:
 Long-term ratings - the long-term stability and credit worthiness of an institution (AAA to NR)
 Short term - the short-term credit worthiness of an institution (A-1 to D)
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Additional Criteria
The lending list is kept under constant review to take account of rating changes.  Approval is for the 
criteria used and not for individual counterparties.  Institutions in the same trading group (e.g. Lloyds 
group includes Lloyds, Halifax and Bank of Scotland) will count towards a single counterparty limit.
The Director of Resources can choose to operate a more restrictive version of the Counterparty List 
during the year if market conditions suggest this is prudent.  If such action is taken, officers should 
report the action, justification and impact to Members at the next available opportunity.  Such action 
would not require Council approval.
It is possible that severe changes to market conditions could make the approved criteria inoperable, in 
that credit rating changes could reduce the number of counterparties available to below the level of 
Council balances.  In the short term this would be addressed by inter-authority lending or lending to 
the DMO.  However, a medium to long term action plan would be submitted to the next Cabinet 
meeting for recommendation to Council if deemed appropriate under the prevailing conditions.

Home Loans Unit Investment Criteria
The Home Loans Unit investment criteria will be the same as the Council’s.
The Unit is in a position of nearing the end of its life as mortgages are repaid.  This means that the 
balances held will be too low to manage as investments and therefore deemed to be held for cash 
flow purposes.  The Unit distributes mortgage receipts twice a year to London boroughs and therefore 
needs to hold the balances short term.
The Unit currently holds its cash at the National Westminster Bank, which is part of the Royal Bank of 
Scotland group.
The Unit’s deposit account at the Nat West is deemed to be a separate account outside the Council’s 
investment total and not included in the Council’s counterparty exposure.

South West Middlesex Crematorium Board
The Board invests its cash balance with the Council.
Once the balance is passed to the Council, it is included in the Council’s cash balance for investment.  
It will therefore be treated as the Council’s investment, and accounted for as such, with the amount 
showing as due to the Board.

APPROVED COUNTERPARTY LIST 
This list shows the Counterparties meeting each criterion at 31st December 2018 to give a snap shot 
of the list at this date.  
The approval of the list is taken as the approval of the criteria to be applied and not these specific 
counterparties.
Therefore, the counterparties may change over time as ratings are updated.  

CENTRAL GOVERNMENT/DEBT MANAGEMENT OFFICE – No maximum limit
The Debt Management Office (DMO) is part of HM Treasury. DMO deposits and other forms of 
lending to the UK government can be considered to be a minimum risk investment.
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LOCAL AUTHORITIES AND JOINT AUTHORITIES
Local Authorities (any authority named in the Local Government Finance Settlement) and Joint 
Authorities are not generally credit rated but are considered stable and secure.  No local authority or 
joint authority has ever defaulted on a loan repayment.  Furthermore, the Local Government and 
Housing Act 1989 (section 47) states that “all money borrowed by a local authority, together with any 
interest thereon, shall be charged on the revenues of the authority”.  Basically, any loan which is not 
paid back on the due date is a charge on future revenues until such time as it is discharged in full.  
Both local and joint authorities are therefore assessed to be very low risk counterparties.
Limit of the lower of £5m or 10% of net budget per authority with no more than £50m in total for this 
group.

BANKS AND BUILDING SOCIETIES

- Sovereign Ratings
Investment Limits: up to £20m in one country / up to £50m in overseas banks 
Minimum Criteria: AA+ (except UK)

- Long Term Up to 2 Years – Limit £10m
Minimum Criteria: Fitch F1+ / AA- Moody's P-1 / Aa3 S&P A-1+ / AA-
Sovereign Rating: AAA (except UK)

- Short Term Up to 1 Year – Limit £5m
Minimum Criteria: Fitch F1 Moody’s P-1            S&P A-1
Sovereign Rating: AAA (except UK)

- Short Term Up to 6 months - Limit £5m
Minimum Criteria:  Fitch F2 Moody's P-2 S&P A-2
Sovereign Rating: AA+

- Part-nationalised – up to 1 year - Limit £15m
Minimum Criteria:  Government ownership of 20%
Currently only RBS Group (which includes NatWest, the Council’s Bank) meets this criterion.

- The Council's bank 
Minimum Criteria:  Council's bank (Currently NatWest/RBS)

The bank used by the Council for its daily cash flows (currently RBS) should comply with minimum 
criteria for an instant access account. However, it should also be acknowledged that it would be 
difficult to make alternative arrangements immediately in the event of a downgrade below this 
minimum.  If the bank falls below the criteria, investment balances will be minimised in both monetary 
size and time while the need for alternative arrangements is investigated. Plans will be put in place to 
retender the Council’s banking contract promptly but use of the downgraded bank in the interim will 
not be treated as a counterparty breach.
Under normal circumstances, the investment limit is £10m. Where this limit is higher than the limit 
implied by the bank’s credit rating, the aim will be to keep within the rating limit.
In exceptional circumstances it may be necessary to hold higher balances overnight in the Council’s 
bank account, if there are no other options available at short notice.  For example, a large receipt of 
grant or sale proceeds received late in the day without any warning. 
Richmond, Wandsworth and the SSA all contract with the same bank. This alignment of the banking 
contracts is required to facilitate the SSA arrangement.  The SSA account is a joint account in the 
name of both councils and may hold balances overnight to facilitate payment of shared bills.  
Richmond’s share of this balance will not be counted as additional to its own investment as it is not 
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practical to work in any other way.  Since April the overnight balance has been kept between £5,000 
and £20,000 in order to minimize the loss of interest on both councils’ investments whilst ensuring 
there is cash available to pay any shared bills.

MONEY MARKET FUNDS
Investment Limits: same day access / up to £10m each
Minimum Criteria: AAA rating with assets of £5 billion

Aberdeen Liquidity Fund -Sterling Insight Liquidity Fund-GBP 
BlackRock ICS GBP Liquidity Fund JPMorgan Sterling Liquidity Fund
Deutsche Managed Sterling Fund LGIM Sterling Liquidity Fund
Goldman Sachs Sterling Liquidity Fund Northern Trust Glbl-Sterling Fund
HSBC Sterling Liquidity Fund SLI Sterling Liquidity Fund
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Available Counterparties as at January 2019

COUNTERPARTY COUNTRY

Up to 6 
months – 
Limit £5m

Up to 1 
Year – 

Limit £5m

Up to 2 
Years – 

Limit £10m
Australia and New Zealand Banking 
Group Ltd

Australia 

Bank of New York Mellon USA 
Bank Nederlandse Gemeenten Netherlands 
Commonwealth Bank of Australia Australia 
DBS Bank Ltd Singapore 
DZ Bank AG Germany 
HSBC Bank plc UK 
Landwirtschaftliche Rentenbank Germany 
National Australia Bank Ltd Australia 
NRW.BANK Germany 
Oversea Chinese Banking 
Corporation Ltd

Singapore 

Svenska Handelsbanken AB Sweden 
Swedbank AB Sweden 
Toronto Dominion Bank Canada 
United Overseas Bank Ltd Singapore 
Wells Fargo Bank USA 
Westpac Banking Corporation Australia 
ABN AMRO Bank N.V. Netherlands 
Bank of America USA 
Bank of Montreal Canada 
Bank of Nova Scotia Canada 
Bank of Scotland Plc UK 
Barclays Bank plc UK 

Canadian Imperial Bank of 
Commerce

Canada 

Citibank USA 
Cooperatieve Rabobank U.A. Netherlands 
Credit Suisse AG Switzerland 
Danske Bank Denmark 
Goldman Sachs International Bank UK 
ING Bank NV Netherlands 

COUNTERPARTY COUNTRY
Up to 6 

months – 
Up to 1 
Year – 

Up to 2 
Years – 
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Limit £5m Limit £5m Limit £10m
JPMorgan Chase Bank NA USA 
Lloyds Bank Plc UK 
Macquarie Bank Limited Australia 
National Bank of Canada Canada 
Nationwide Building Society UK 
Nordea Bank Finland 
Royal Bank of Canada Canada 
Santander UK plc UK 
Skandinaviska Enskilda Banken AB Sweden 
Standard Chartered Bank UK 
Sumitomo Mitsui Banking 
Corporation Europe Ltd

UK 

UBS AG Switzerland 
UBS Ltd UK 
Clydesdale Bank UK 
Commerzbank AG Germany 
Deutsche Bank AG Germany 
Royal Bank of Scotland Group (incl. 
NatWest)

UK 
(£15m limit)


