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Annex 1

(Report paragraph 4)

External Cash Fund Management:

Proposed modifications to the approved Treasury Management Strategy

(1) that the maximum average duration of the fund invested with Scottish Widows Investment Partnership should be 5 years instead of 3 years;

Benchmarks have now been agreed with each individual manager. Scottish Widows have been given a target of UK Base Rate plus 1% (net of fees). This benchmark requires the maximum average duration of the fund to be 5 years instead of 3 years as stated in the Treasury Management Strategy for 2006/07. 

(2) that Bond Funds and Short Term Funds be added to the list of approved investment instruments;

The Fund Managers have requested permission to invest in Bond Funds and Short Term Funds. These are specified investment instruments and operate in a very similar way to Money Market Funds. They work by pooling together the investments from a range of participating organisations. Bringing together a large number of smaller investments enables the bulk buying of assets, which typically achieves higher returns. These funds can invest in instruments that are not permitted on a segregated basis. Permitted assets include Certificates of Deposit (CDs), Commercial Paper (CP) and Floating Rate Notes (FRNs). 

(3) that the external fund managers be given separate lending limits in addition to the in-house limits, as shown in Table 1 and 2;

The Fund Managers will use the Council’s approved lending list for investments. It is recommended that the Fund Managers be given separate lending list limits from the limits used in-house. These limits will be in addition to the in-house limits. The current lending list limits used in-house and the proposed limits for the External Fund Managers are shown in Tables 1 and 2 below.

Table 1: Short term rating F1+ ;  Long term rating AAA, AA+, AA, AA-


Support


1
2
3

Individual
In-house
Fund Managers
In-house
Fund Managers
In-house
Fund Managers

A
£25m
£2.5m
£25m
£2.5m
£18m
£2m

A/B
£25m
£2.5m
£18m
£2m
£8m
£1m

B
£18m
£2m
£18m
£2m
£8m
£1m

B/C
£12m
£1.5m
£12m
£1.5m



C
£8m
£1m
£8m
£1m



Table 2: Short term rating F1;  Long term rating A+, A


Support

Individual
1
2
3


In-house
Fund Managers
In-house
Fund Managers
In-house
Fund Mangers

A
£12m
£1.5m
£12m
£1.5m
£8m
£1m

A/B
£12m
£1.5m
£12m
£1.5m
£8m
£1m

B
£12m
£1.5m
£12m
£1.5m
£8m
£1m

B/C
£8m
£1m
£8m
£1m



C
£8m
£1m
£8m
£1m



(4) that 100% of the externally invested fund can be placed in Money Market funds, AAA rated Bond Funds and AAA rated Short Term Funds;

In addition to highly credit rated banks and building societies the authority also invests in AAA rated Money Market funds. It is recommended that 100% of the externally invested fund can be placed in these funds. 
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