Appendix 3

Money Market Interest Rates, PWLB rates in 2020/21 & Forecast at 31/03/21

Bank Rate vs LIBID rates % 1.4.20 - 31.3.21
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Bank Rate T day 1 mth 3 mth 6 mth 12 mth
High 0.10 0.00 0.14 0.56 0.62 0.77
High Date | 01/04/2020 | 02/04/2020 | 20/04/2020 | 08/04/2020 | 14/04/2020 | 21/04/2020
Low| 0.10 -0.10 -0.11 -0.10 -0.10 -0.05
Low Date | 01/04/2020 | 31/12/2020 | 29/12/2020 | 23/12/2020 | 21/12/2020 | 11/01/2021
Average 0.10 -0.07 -0.05 0.01 0.07 0.17
Spread 0.00 0.10 0.25 0.66 0.73 0.83

To show the change in market expectations the forecast outlook for money market
interest rates and PWLB Certainty rates dated 31.01.2020 used in the Treasury
Strategy for 2020-21 are shown below followed by the forecast at 31.03.2021.
which show forecast rates have significantly reduced — Bank rate now 0.10%.

31.1.20
Link Asset Services Interest Rate View
Mae-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar22 Jun-22 Sep-22 Dec.22 Mar-23

Bank Rate View 0.75 0.75 0.75 0.75 075 1.00 1.00 1.00 1.00 125 1.25 1.25 125
3 Month LIBID 0.70 0.70 0.80 080 050 1.00 1.00 1.10 1.2 130 1.30 1.30 130
6 Month LIBID 0.80 0.80 0.90 1.0 1.00 1.10 1.20 1.30 1.9 1.50 1.50 1.50 150
12 Month LIBID 0.90 0.90 1.00 1.10 120 130 1.40 1.50 1.60 1.70 1.70 1.70 1.70
Syr PWLB Rate 2.30 2.30 240 240 250 250 2.70 2.80 29 290 3.00 3.00 310
10y PWLB Rate 2.50 250 2.60 250 270 280 290 3.00 310 310 3.20 3.20 330
25y PYWALB Rate 3.00 3.00 310 320 330 340 3.50 3.60 3.7 380 3.80 3.90 350
S0y PWAB Rate 2.90 2.90 3.00 3.10 320 330 3.40 3.50 360 370 3.70 3.80 3.80

Link Group Interest Rate View 83

Mar-11 Jun-HM Sep-H Dec-HM Mar-2 un?2  Sep-22 Dec-2 Mar-3 Jun-23d Sep-23 Dec-23 Mar24

BANK RATE 040 0.10 0.1 0.10 0.0 0.10 0.0 010 040 040 040 0.10 0.1
3 month ave eamings 040 0.10 0.1 0.10 0.0 0.10 0.0 010 040 040 040 0.10 0.1
& month ave eamings 040 010 0.1 010 0.4 010 040 0 040 040 040 010 i
12 month ave eamings 0 020 020 020 020 020 020 020 0 020 020 0 00
Sy PWLEB 120 120 120 120 120 120 120 130 130 140 140 140 140
10 yr PWLE 180 160 1.60 160 1710 170 170 180 180 130 130 190 190
25 yr PWLE 240 210 210 220 2.0 230 230 240 240 230 230 230 230
50 yr PWLB 150 150 1.90 200 210 210 210 220 220 230 230 230 230




The graph and table below show the actual 2020/21 PWLB rates.

PWLB Rates 1.4.20 - 31.3.21
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1 Year 5Year 10 Year 25 Year 50 Year

I_ow 0.65% 0.72% 1.00% 1.53% 1.32%
Low date 04/01/2021 111272020 111272020 111272020 111272020

High 1.94% 1.99% 2.28% 2.86% 2.71%
High date 08/04/2020 058/04/2020 1111/2020 1111/2020 1111/2020

Average 1.43% 1.50% 1.81% 2.33% 2.14%

Spread 1.29% 1.27% 1.28% 1.33% 1.39%

HM Treasury imposed two changes of margins over gilt yields for PWLB rates in
2019/20 without any prior warning. The first took place on 9™ October 2019, adding
an additional 1% margin over gilts to all PWLB period rates. That increase was then,
at least partially, reversed for some forms of borrowing on 11™ March 2020, but not
for mainstream non-HRA capital schemes. A consultation was then held with local
authorities and on 25" November 2020, the Chancellor announced the
conclusion to the review of margins over gilt yields for PWLB rates; the
standard and certainty margins were reduced by 1% but a prohibition was introduced
to deny access to borrowing from the PWLB for any local authority which had
purchase of assets for yield in its three year capital programme. The new margins
over gilt yields are as follows: -.

¢ PWLB Standard Rate is gilt plus 100 basis points (G+100bps)

o PWLB Certainty Rate is gilt plus 80 basis points (G+80bps)

¢ PWLB HRA Standard Rate is gilt plus 100 basis points (G+100bps)
o PWLB HRA Certainty Rate is gilt plus 80bps (G+80bps)

o Local Infrastructure Rate is gilt plus 60bps (G+60bps)



