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Money Market Interest Rates, PWLB rates in 2019/20 & Forecast at 31/03/20 
 
 

 
 

 
 

To show the change in market expectations the mid-year forecast outlook for 
money market interest rates and PWLB Certainty rates are shown below (forecast 
rates have significantly reduced since – Bank rate now 0.10%). 
 

 
 
 



The graph and table below show the actual 2019/20 UK Gilt yields on which rates 
for PWLB are based.  On 9 October 2019, the margin over gilt yields for PWLB 
certainty rates was increased from 80 bps to 180 bps.  The graph below shows 
PWLB rates less the margins added over gilt yields.  This graph therefore shows 
more clearly the actual movements in gilt yields during the year on which PWLB 
rates are based. 
 

 
 

 
 

 
 
 



Forecast Outlook for Interest rates and PWLB rates at 31 March 2020 
 

 
 
PWLB rates are based on, and are determined by, gilt (UK Government bonds) 
yields through H.M.Treasury determining a specified margin to add to gilt yields. 
There was much speculation during the second half of 2019 that bond markets 
were in a bubble which was driving bond prices up and yields down to historically 
very low levels. The context for that was heightened expectations that the US 
could have been heading for a recession in 2020, and a general background of a 
downturn in world economic growth, especially due to fears around the impact of 
the trade war between the US and China, together with inflation generally at low 
levels in most countries and expected to remain subdued; these conditions were 
conducive to very low bond yields.  While inflation targeting by the major central 
banks has been successful over the last 30 years in lowering inflation 
expectations, the real equilibrium rate for central rates has fallen considerably due 
to the high level of borrowing by consumers: this means that central banks do not 
need to raise rates as much now to have a major impact on consumer spending, 
inflation, etc. This has pulled down the overall level of interest rates and bond 
yields in financial markets over the last 30 years.  We have therefore seen, over 
the last year, many bond yields up to 10 years in the Eurozone turn negative. In 
addition, there has, at times, been an inversion of bond yields in the US whereby 
10 year yields have fallen below shorter term yields. In the past, this has been a 
precursor of a recession.  The other side of this coin is that bond prices are 
elevated as investors would be expected to be moving out of riskier assets i.e. 
shares, in anticipation of a downturn in corporate earnings and so selling out of 
equities. 
   
Gilt yields were on a generally falling trend during the last year up until the 
coronavirus crisis hit western economies. Since then, gilt yields have fallen sharply 
to unprecedented lows as investors have panicked in selling shares in anticipation 
of impending recessions in western economies, and moved cash into safe haven 
assets i.e. government bonds. However, major western central banks also started 
quantitative easing purchases of government bonds which will act to maintain 
downward pressure on government bond yields at a time when there is going to be 
a huge and quick expansion of government expenditure financed by issuing 
government bonds; (this would normally cause bond yields to rise).  At the close of 
the day on 31 March, all gilt yields from 1 to 5 years were between 0.12 – 0.20% 
while even 25-year yields were at only 0.83%.   
 
There is likely to be little upward movement in PWLB rates over the next two years 
as it will take national economies a prolonged period to recover all the momentum 
they will lose in the sharp recession that will be caused during the coronavirus shut 
down period. Inflation is also likely to be very low during this period and could even 
turn negative in some major western economies during 2020-21. 
 

Link Asset Services Interest Rate View       31.3.20

Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22

Bank Rate View 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10

3 Month LIBID 0.45 0.40 0.35 0.30 0.30 0.30 0.30 0.30

6 Month LIBID 0.60 0.55 0.50 0.45 0.40 0.40 0.40 0.40

12 Month LIBID 0.75 0.70 0.65 0.60 0.55 0.55 0.55 0.55

5yr PWLB Rate 1.90 1.90 1.90 2.00 2.00 2.00 2.10 2.10

10yr PWLB Rate 2.10 2.10 2.10 2.20 2.20 2.20 2.30 2.30

25yr PWLB Rate 2.50 2.50 2.50 2.60 2.60 2.60 2.70 2.70

50yr PWLB Rate 2.30 2.30 2.30 2.40 2.40 2.40 2.50 2.50


