Appendix 2

Public Works Loan Board Rates — April to September 2023

PWLB maturity certainty rates (gilts plus 80bps) year to date to 29th September 2023

Gilt yields and PWLB certainty rates were on a generally rising trend throughout the first half of 2023/24.
At the beginning of April, the 5-year rate was the cheapest part of the curve and touched 4.14% whilst
the 25-year rate was relatively expensive at 4.58%.

July saw short-dated rates peak at their most expensive. The 1-year rate spiked to 6.36% and the 5-
year rate to 5.93%. Although, in due course, short-dated rate expectations fell, the medium dates
shifted higher through August and the 10-year rate pushed higher to 5.51% and the 25-year rate to
5.73%. The 50-year rate was 4.27% on 5" April but rose to 5.45% on 28t September.

Link Group forecast rates to fall back over the next two to three years as inflation dampens. The CPI
measure of inflation is expected to fall below 2% in the second half of 2024, and we forecast 50-year
rates to stand at 3.90% by the end of September 2025. However, there is considerable gilt issuance to
be digested by the market over the next couple of years, as a minimum, so there is a high degree of
uncertainty as to whether rates will fall that far.
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PWLB Certainty Rate Variations 3.4.23 to 29.9.23
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P STETS P T TS
0 3-Apr-23 ® 29-Sep-23 A Average To
HIGH/LOW/AVERAGE PWLB RATES FOR 01.04.23 — 29.09.23
1 Year 5 Year 10 Year 25 Year 50 Year
Low 4.65% 4.14% 4.20% 4.58% 4.27%
Date 06/04/2023 06/04/2023 06/04/2023 06/04/2023 05/04/2023
High 6.36% 5.93% 5.51% 5.73% 5.45%
Date 06/07/2023 07/07/2023 22/08/2023 17/08/2023 28/09/2023
Average 5.62% 5.16% 5.01% 5.29% 5.00%
Spread 1.71% 1.79% 1.31% 1.15% 1.18%

e The current PWLB rates are set as margins over gilt yields 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 Local Infrastructure Rate is gilt plus 60bps (G+60bps)




