Appendix 2

Money Market Interest Rates, PWLB rates in 2023/24 & Forecast at 31/03/24

Bank Rate vs term SONIA rates % 3.4.23 - 28.3.24
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FINANCIAL YEAR TO QUARTER ENDED 28/03/2024

Bank Rate SONIA 1 mth 3 mth 6 mth 12 mth
High 525 519 5.39 548 578 6.25
High Date 03/08/2023 28/03/2024 19/09/2023 30/08/2023 07/07/2023 07/07/2023
Low 425 418 4.17 4.31 4.46 447
Low Date 03/04/2023 04/04/2023 03/04/2023 03/04/2023 06/04/2023 06/04/2023
Average 503 4.96 5.02 513 523 525
Spread 1.00 1.01 1.22 117 133 1.77

Changes in Interest Rate Environment in 2023/24

To show the change in market expectations the forecast outlook for money market
interest rates and PWLB Certainty rates dated 7.02.2023 used in the Treasury
Strategy for 2023-24 are shown below followed by the last forecast in 2023-24 dated
8.01.2024 which shows forecast rates have significantly increased — Bank rate was
5.25% at 28.03.24

Link Group Interest Rate View 07.02.23

Mar-23 Jun-23 Sep-23 Dec-23 Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26

BANK RATE 425 450 450 425 400 3.75 325 3.00 275 275 250 250 250
3 month ave earnings 430 450 450 430 4.00 3.80 3.30 3.00 280 280 250 250 250
6 month ave earnings 440 450 440 420 390 3.70 320 290 280 280 260 260 2.60

12 month ave earnings 450 450 440 420 3.80 3.60 310 270 270 270 270 270 270

S5yr PWLB 4.00  4.00 3.90 3.80  3.70 3.60 3.50 340 330 320 3.10 3.10 3.10

10 yr PWLB 420 420 410 400 3.9 3.80 3.60 350 350 3.40 3.30 3.30 3.20

25 yr PWLB 460 460 440 430 420 410 3.90 3.80 370  3.60 3.50 3.40 3.40

50 yr PWI B 430 430 420 410 3.90 3.80 3.60 360 3.40 3.30 3.20 3.20 3.10

Link Group Interest Rate View 08.01.24

Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27

BANK RATE 5.25 525 A75 425 375 3.25 3.00 3.00  3.00 3.00 3.00 3.00 3.00
3 month ave earnings 5.30 530 480 430  3.80 3.30 3.00 3.00  3.00 3.00 3.00 3.00 3.00
6 month ave earnings 5.20 510 460 410  3.70 3.30 3.10 310 310 @ 3.10 3.10 3.10 3.10

12 month ave earnings 5.00 430 440 3.90 3.60 3.20 3.10 310 310 @ 3.10 3.10 3.20 3.20

S5yr PWLB 450 440 430 420 410 400 3.80 370 3.60  3.60 3.50 3.50 3.50

10 yr PWLB 470 450 440 430 420 410 400 390 380 370 3.70 3.70 3.70

25 yr PWLB 5.20 510 490 480 460 440 430 420 420 410 410 410 410

50 yr PWI B 500 4950 470 460 440 420 410 400 400 3.90 3.90 3.90 3.90




PWLB Interest Rates during 2023/24

The graph and table below show the actual 2023/24 PWLB rates.
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HIGH/LOW/AVERAGE PWLB RATES FOR 2023/24

1Year 5 Year 10 Year 25 Year 50 Year

Low 4.65% 4.13% 4.20% 4.58% 4.27%
Date 06/04/2023 27/12/2023 06/04/2023 06/04/2023 05/04/2023

High 6.36% 5.93% 5.53% 5.96% 5.74%
Date 06/07/2023 07/07/2023 23/10/2023 23/10/2023 23/10/2023

Average 5.54% 4.99% 4.97% 5.34% 5.08%

Spread 1.71% 1.80% 1.33% 1.38% 1.47%

PWLB rates are based on gilt (UK Government bonds) yields through H.M. Treasury
determining a specified margin to add to gilt yields. The main influences on gilt yields
are Bank Rate, inflation expectations and movements in US treasury yields.

Gilt yields have generally been on a continual rise since the start of 2021, peaking in
the autumn of 2023. Currently, yields are broadly range bound between 3.5% and
4.25%.

At the close of the day on 28 March 2024, all gilt yields from 1 to 50 years were between
3.81% and 4.56%, with the 1 year being the highest and 6-7 years being the lowest
yield. Regarding PWLB borrowing rates, the various margins attributed to their pricing
are as follows: -

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

e PWLB HRA Certainty Rate is gilt plus 80bps (G+80bps)
e Local Infrastructure Rate is gilt plus 60bps (G+60bps)



