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1. New statutory guidance on local government investments, the third guidance issued under the Local Government Act 2003, took effect from 1st April 2018.

2. The second edition (in 2010) reflected concerns following the financial crash of 2007/08 and the key areas of focus were:

· the practice of investing for yield, especially in Icelandic banks;
· the need for transparent investment strategies; 
· the use of Treasury Management advisors.

3. The need for the third edition arose from changes in local authority behaviour. Some local authorities invest in non-financial assets, with the primary aim of making a profit. Others enter into very long-term investments or providing loans to local enterprises or third sector entities to stimulate regeneration or economic growth.  The third edition addressed the following concerns:

· Local authorities are exposing themselves to too much financial risk through borrowing and investment decisions;
· Insufficient transparency regarding exposure that authorities have as a result of borrowing and investment decisions;
· Members do not always have sufficient expertise to understand the complex transactions that they have ultimate responsibility for approving. 

4. The guidance applies where investments exceed, or are expected to exceed, £100,000 at any time during the financial year.

5. At 31st March 2026, the Town Council had £270,000 invested with Wyre Forest District Council and also had a bank balance of £80,620 at that date.

6. The key principles in the guidance that have relevance to the Town Council at this time are that:

· the authority should, for each financial year, prepare at least one investment strategy.
· the strategy should be approved by the full Council;
· the strategy should be publicly available on the authority’s website;
· the strategy should prioritise security, liquidity and yield in that order.

7.  In relation to the final bullet point above, the guidance makes further points.  A prudent investment policy will have two underlying objectives:

· Security- protecting the capital sum invested from loss; and
· Liquidity – ensuring the funds invested are available for expenditure when needed.

Once proper levels of security and liquidity are determined it will then be reasonable to consider what yield can be obtained consistent with these priorities. 

8. The Town Council’s accounts for 2025/26 show interest received of £13,675.61.  This reflects the increase in interest rates since the all-time low (down to 0.01% on our investment) that was being experienced 5 years ago.  The interest secured from the Council’s investments with Wyre Forest District Council (WFDC) rose to a high of 5.19% in the summer of 2024 but has fallen since then to 3.87% in this year.  It may be possible to achieve marginally higher returns elsewhere, but members should bear in mind:

· the Government guidance above prioritising security and liquidity;
· that, in investing funds, WFDC complies with its own formal investment strategy contained within their Treasury Management Service Strategy. They retain professional external advisors who provide daily market advice to ensure their strategy remains robust and fulfils key legislative requirements and guidance;
·  that higher interest rates are earned by investing for long periods - the Town Council is unable to invest for long periods because it is likely to need the money for service provision during that period; 
· that, whilst scouring the market might achieve some increases in yield, it might jeopardise security and increase ongoing administration costs.

9. A Treasury Management Policy Statement and Investment Strategy for 2026/27 is attached, to be considered and adopted by Full Council.
