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Treasury Management Update

Quarter ended 30" June 2025

The CIPFA (Chartered Institute of Public Finance and Accountancy) Code of Practice for Treasury
Management 2021 recommends that members be updated on treasury management activities at least
quarterly. This report, therefore, ensures best practice in accordance with the Code.

1. Economics update
The first quarter of 2025/26 (15 April to 30" June) saw:

- A 0.3% m/m fall in real GDP in April — the first fall since October 2024

- The 3myy rate of average earnings growth excluding bonuses fall from 5.5% to 5.2% in
May

- Core CPI inflation ease from 3.8% in April to 3.5% in May as temporary Easter-related
effects faded

- The Bank of England cut interest rates from 4.50% to 4.25% in May, holding them steady

in June

The 10-year gilt yield fluctuate between 4.4% and 4.8%, and end the quarter at 4.50%

e The 0.3% m/m fall in real GDP in April was the first fall since October 2024 and the largest fall
since October 2023. This is a significant shift from the 0.7% q/q rise in Q1 2025, probably
because of the boosts from net exports and business investment unwinding. The decline in
exports was mostly due to a reversal of US tariff front-running with export values to the US
falling by 31% m/m after rising 34% in total in the five months to February. April's GDP figures
also showed manufacturing output falling by 0.9% m/m along with the domestic economy
showing signs of weakness in April. Despite construction output growing by 0.9% m/m,
services output declined by 0.4% m/m, reversing all of March’s 0.4% m/m rise. This weakness
in services likely reflects higher labour costs from April's rise in National Insurance
Contributions for employers. May’s GDP may have fallen a bit further as the boosts in Q1
continued to unwind. Overall, GDP in Q2 is likely to have flatlined and the economy will
probably be hindered by subdued overseas demand and domestic businesses cutting
spending following April’s increase in taxes. The Bank of England expects growth in 2025 to
be around 0.8%.

¢ Despite the rise in the composite Purchasing Managers Index (PMI) from 50.3 in May to 50.7
in June, it is still below its level in March, prior to the rise in business taxes and Trump’s
Liberation Day tariffs. This rise was driven by increases in both the services and manufacturing
output balances. Although the services PMI rose from 50.9 to 51.3, that is consistent with non-
retail services output growth slowing from 0.5% 3m/3m in April to 0.3% 3m/3m in June.

e The sharp 2.7% m/m drop back in retail sales volumes in May adds to other evidence that the
burst of economic growth in Q1 is over. The weakness was widespread with sales falling in all
seven of the major categories. This decline was partly due to the unwinding of the previous
boost from April’s unusually warm and dry weather, along with inflationary pressures prompting
consumers to cut back. The latter would be a more persistent drag on retail spending. Looking
ahead, the rise in the GfK measure of consumer confidence from -20 in May to -18 in June is
consistent with the annual rate of real retail sales growth accelerating from -1.3% in May to
around +0.5%.

o While the £17.7bn of public sector borrowing in May was higher than the Office of Budget
responsibility (OBR) forecast of £17.1bn, borrowing was £2.9bn below the OBR’s forecast in
the first two months of the 2025/26 fiscal year. The current budget deficit was £12.8bn in May,
a touch below the OBR’s forecast of £13.0bn. Within that, government spending surprised to
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the downside. Central government expenditure was £0.5bn lower than the OBR’s forecast in
May, leaving it £1.6bn lower in April and May combined. That has been largely driven by debt
interest payments, which were £1.1bn below the OBR’s forecast in May. But if the rises in gilt
yields since the Spring Statement in March are sustained, the OBR will revise up its forecast
for debt interest payments in the years ahead. This alone, would knock £1.0bn off the
Chancellor’s £9.9bn of headroom against her fiscal mandate and the subsequent Government
U-turns on benefit and welfare spending and higher borrowing costs may mean upwards of
£13bn will need to be raised later in the year to maintain her current buffer. With the gilt market
sensitive to significant increases in borrowing, all this means substantial tax rises are looking
very likely.

The weakening in the jobs market is gathering pace. May’s 109,000 m/m fall in the PAYE
measure of employment was the largest decline (barring the pandemic) since the data began
and the seventh in as many months. The monthly change was revised lower in five of the
previous seven months too, with April’'s 33,000 fall revised down to a 55,000 drop. Overall, the
payroll measure of employment has now fallen by 276,000 since the announcement of the rise
in payroll taxes and the minimum wage in the October Budget. The job vacancies data also
portrays a rapidly weakening labour market. The number of job vacancies is now falling a bit
faster, dropping from 760,000 in the three months to April to 736,000 in May. Capital
Economics’ seasonally adjusted measure of single-month vacancies declined sharply from
763,000 in April to 713,000 in May.

A looser labour market is driving softer wage pressures. The 3myy rate of average earnings
growth excluding bonuses fell from 5.5% to 5.2% in May. The rate for the private sector slipped
from 5.5% to 5.1%, putting it on track to undershoot the Bank of England’s Q2 forecast of
5.2%. And after rising in April as the 6.7% rise in the minimum wage took effect, the timelier
PAYE median earnings measure fell back from 6.2% y/y in April to 5.8% in May. Softer wage
growth is feeding through to lower services inflation, pointing to a slowdown from 4.7% in May
to around 3.0% by the end of the year.

CPI inflation fell slightly from 3.5% in April to 3.4% in May — close to consensus. The sharp
falls in services inflation from 5.4% to 4.7% and in core inflation from 3.8% to 3.5% confirmed
that the previous month’s jumps partly reflected an Easter-related blip. Services inflation is
expected to continue to fall as wage growth slows, supporting a view that CPI inflation will fall
close to 2.0% by the start of 2027. An upside risk, however, in the near term is that higher
oil/lgas and food prices could trigger another bout of second-round effects on wages and
inflation expectations, meaning CPI inflation stays above 3.0% for longer and causes the Bank
to shift to an even slower rate cutting path. CPI is expected to peak at 3.8% in September.

The yield on the 10-year gilt moved sideways in the second quarter of 2025. After rising from
4.4% in early April to 4.8% in mid-April following wider global bond market volatility stemming
from the “Liberation Day” tariff announcement, gilt yields eased back as trade tensions began
to de-escalate. By the end of April, the 10-year gilt yield had returned to 4.4%. In May, concerns
about stickier inflation and shifting expectations about the path for interest rates led to another
rise, with the 10-year gilt yield fluctuating between 4.6% and 4.75% for most of May.
Thereafter, as trade tensions continued to ease and markets increasingly began to price in
looser monetary policy, the 10-year yield edged lower, and ended Q2 at 4.50%. We expect
this trend to continue over the next year. However, it is more difficult to be confident that the
longer part of the curve will also see falls in yields, although that is still our central case, as
that part of the curve is increasingly held by transient investors, such as foreign investors and
hedge funds. Pension funds and insurance companies have more appetite in the short to
medium part of the curve nowadays.

The FTSE 100 fell sharply following the “Liberation Day” tariff announcement, dropping by
more than 10% in the first week of April - from 8,634 on 15t April to 7,702 on 7" April. However,
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the de-escalation of the trade war coupled with strong corporate earnings led to a rapid
rebound starting in late April. As a result, the FTSE 100 closed Q2 at 8,761, around 2% higher
than its value at the end of Q1 and more than 7% above its level at the start of 2025.

MPC meetings: 8" May & 19'" June 2025

e There were two Monetary Policy Committee (MPC) meetings this quarter. In May, the
Committee cut Bank Rate from 4.50% to 4.25%, while in June policy was left unchanged. In
June’s vote, three MPC members (Dhingra, Ramsden and Taylor) voted for an immediate cut
to 4.00%, citing loosening labour market conditions. The other six members were more
cautious, as they highlighted the need to monitor for “signs of weak demand”, “supply-side
constraints” and higher “inflation expectations”, mainly from food prices rising. By repeating
the well-used phrase “gradual and careful”, the MPC continued to suggest that rates will be

reduced further.

o Atthe start of June, amid escalating tensions between Israel and Iran, oil prices surged to over
$75 per barrel. However, following a ceasefire agreement near the end of the month, oil prices
eased back to levels prior to the conflict. Given the drop back in energy prices and the relatively
muted reaction to fears of a ceasefire violation, along with a large drop in the services PMI
output prices balance, our central view is that once inflation begins to trend downwards in the
final months of 2025, Bank Rate reductions can begin again from November (pause in August
as inflation remains close to its peak), falling to a low of 3.5% in May 2026. However, if the
conflict in the Middle East were to result in higher energy prices and/or domestic inflationary
pressures grow stronger, there is a risk the Bank of England may skip cutting rates further.

2. Interest rate forecasts
The Council has appointed MUFG Corporate Markets as its treasury advisors and part of their service
is to assist the Council to formulate a view on interest rates. The PWLB rate forecasts below are based

on the Certainty Rate (the standard rate minus 20 bps).

The latest forecast was provided on 10" February:

MUFG Corporate Markets Interest Rate View 10.02.25

Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 Dec-27 Mar-28

BANK RATE 4.50 4.25 4.25 4.00 3.75 3.75 3.75 3.50 3.50 3.50 3.50 3.50 3.50
3 month ave earnings 4.50 4.30 4.30 4.00 3.80 3.80 3.50 3.50 3.50 3.50 3.50 3.50 3.50
6 month ave earnings 4.40 4.20 4.20 3.90 3.70 3.70 3.50 3.50 3.50 3.50 3.50 3.50 3.50

12 month ave earnings 4.40 4.20 4.20 3.90 3.70 3.70 3.50 3.50 3.50 3.50 3.50 3.50 3.60

Syr PWLB 5.00 4.90 4.80 4.70 4.60 4.50 4.40 4.40 4.30 4.20 4.20 4.10 4.00

10 yr PWLB 5.30 5.20 5.10 5.00 4.90 4.80 4.70 4.70 4.60 4.50 4.50 4.40 4.40

25 yr PWLB 5.80 5.70 5.60 5.50 5.40 5.30 5.20 5.10 5.00 5.00 4.90 4.90 4.80

50 yr PWLB 5.50 5.40 5.30 5.20 5.10 5.00 4.90 4.80 4.70 4.70 4.60 4.60 4.50

o Money market yield forecasts are based on expected average earnings by local authorities for
3 to 12 months.

e The MUFG Corporate Markets forecast for average earnings are averages i.e., rates offered
by individual banks may differ significantly from these averages, reflecting their different needs
for borrowing short-term cash at any one point in time.

The forecast has proved robust over the period since February, setting out a central view that short
and long-dated interest rates will start to fall once it is evident that the Bank of England has been
successful in squeezing excess inflation out of the economy, despite a backdrop of stubborn
inflationary factors. Nonetheless, the longer dated part of the forecast also reflects the increased level
of Government borrowing over the term of the current Parliament and the weakness in the public
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finances, with the Government struggling to deliver on the efficiencies detailed on the 30" of October
Budget.

Moreover, there is still on-going debate as to when, and if, the Government’s policies will lead to a
material uptick in growth given their reliance on the logistics of fast-tracking planning permissions,
identifying sufficient skilled labour to undertake a resurgence in building, and an increase in the
employee participation rate within the economy.

Overall, our central view is that monetary policy is sufficiently tight at present to cater for some further
moderate loosening, the extent of which, however, will continue to be data dependent. We forecast
the next reduction in Bank Rate to be made in November and for a pattern to evolve whereby rate
cuts are made quarterly and in keeping with the release of the Bank’'s Quarterly Monetary Policy
Reports (February, May, August and November). Any movement below a 4% Bank Rate will,
nonetheless, be very much dependent on inflation data releases in the coming months.

International factors could also impact the prospect for longer dated gilt yield falls. President Trump’s
“big, beautiful bill” has successfully made its way through the House of Representatives in July and
given that it will signal a continued large budget deficit position in the US finances, any uptick in
Treasury yields will likely impact other developed economies markets too. There will also be a keen
focus on whether US-driven tariff policies result in upward pressures on inflation.

3. Annual Investment Strategy

The Treasury Management Strategy Statement (TMSS) for 2025/26, which includes the Annual
Investment Strategy, was approved by the Council on the 19" of February 2025. In accordance with
the CIPFA Treasury Management Code of Practice, it sets out the Council’s investment priorities as
being:

e Security of capital

e Liquidity

e Yield

The Council will aim to achieve the optimum return (yield) on its investments commensurate with
proper levels of security and liquidity, aligned with the Council’s risk appetite. In the current economic
climate, over and above keeping investments short-term to cover cash flow needs, there is a benefit
to seeking out value available in periods up to 12 months with high credit rated financial institutions,
using the MUFG Corporate Markets suggested creditworthiness approach, including a minimum
sovereign credit rating and Credit Default Swap (CDS) overlay information

As shown by the charts below and the interest rate forecasts in section 2, investment rates have
started to taper downwards during the first quarter of 2025/26 and are expected to fall back further if
inflation falls through 2025 and 2026 and the MPC loosens monetary policy more substantially.
Creditworthiness

There have been few changes to credit ratings over the quarter under review. However, officers
continue to closely monitor these, and other measures of creditworthiness to ensure that only
appropriate counterparties are considered for investment purposes.

Investment counterparty criteria

The current investment counterparty criteria selection approved in the TMSS, is meeting the
requirement of the treasury management function.
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CDS prices

For UK and international banks, these have remained low, and prices are not misaligned with other
creditworthiness indicators, such as credit ratings. Nevertheless, it remains important to undertake
continual monitoring of all aspects of risk and return.

Investment balances

The average level of funds available for investment purposes during the quarter was £12.142m.
These funds were available on a temporary basis, and the level of funds available was mainly
dependent on the timing of precept payments, receipt of grants and progress on the capital
programme. The Council holds £20.000m core cash balances for investment purposes (i.e., funds
available for more than one year).

Investment performance year to date as of end-June 2025

Bank Rate vs term SONIA rates % 01.04.25 - 30.06.25

5.00

4.75

4.50

ﬂﬂN\.oooooooooocoooooooooooo
- -

4.25

4.00

=—Bank Rate ¢:++«SONIA - -1mth = -3 mth —6 mth 12 mth

FINANCIAL YEAR TO QUARTER ENDED 30/06/2025

Bank Rate SONIA 1 mth 3 mth 6 mth 12 mth
High 4.50 4.46 447 4.36 4.28 417
High Date 01/04/2025 07/05/2025 03/04/2025 01/04/2025 02/04/2025 02/04/2025
Low 4.25 4.21 4.20 410 3.98 3.77
Low Date 08/05/2025 08/05/2025 08/05/2025 30/06/2025 08/05/2025 02/05/2025
Average 4.35 4.31 4.28 4.20 4.09 3.92
Spread 0.25 0.25 0.26 0.25 0.30 0.40
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Bank Rate vs backward looking SONIA rates % 01.04.25 - 30.06.25
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FINANCIAL YEAR TO QUARTER ENDED 30/06/2025

Bank Rate SONIA 90 day 180 day
High 4.50 4.46 4.46 4.47 4.58 4.73 5.02
High Date 01/04/2025 07/05/2025 28/04/2025 06/05/2025 01/04/2025 01/04/2025 01/04/2025
Low 4.25 4.21 4.21 4.22 4.34 4.48 4.79
Low Date 08/05/2025 08/05/2025 15/05/2025 09/06/2025 30/06/2025 30/06/2025 30/06/2025
Average 4.35 4.31 433 4.36 4.46 4.61 4.91
Spread 0.25 0.25 0.25 0.25 0.24 0.25 0.23

As illustrated, the Council outperformed the average benchmark by of 4.35 bps with an average
interest rate achieved of 4.92 bps. The Council's budgeted investment return for 2025/26 is
£1.418m. Performance as at the end of Q1 is in line with the budget; a total income of £0.361m has
been received against a budget of £0.337m (£0.024m above budget).

Fund investments

« Money Market Funds (MMFs)
« Pooled Funds
« Housing Association Loans

Previously the Council had to retain a treasury management reserve equal to the fair value loss of its
pooled funds’ investments (IFRS 9). It was announced at the end of the last financial year that the
statutory override is now permanent, and the Council no longer needs to retain a reserve amount
specifically to cover the unrealised losses in fair value. However, this report notes that the override
does not apply to any new long-term investments, so any new investments will need to have a more
significant fair value consideration. At the time, the treasury is not proposing any new long-term
investments be made as cash balances are not constantly above day-to-day requirements.
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Approved limits

Officers can confirm that the approved limits within the Annual Investment Strategy were not breached
during the quarter ended 30" June 2025.

4. Borrowing

Due to the overall financial position and the underlying need to borrow for capital purposes (the
Capital Financing Requirement - CFR), new external borrowing of £5.000m was undertaken on the
1t of May 2025 from the PWLB / Market at a rate of 4.59%.

The purpose of this loan was to renew the prior loan of £5.000m from the PWLB which expired on the
28" of April 2025 as this cash balance is still forecasted to be required by the Council over the 2025/26
financial year. The prior loan was secured for one year only to take advantage of expected future
reduced interest rates, which was successful as the former loan rate was 5.39%. The short termism
approach to loan duration has been repeated with the current PWLB loan as forecasts expect interest
rates to continue to fall.

PWLB maturity Certainty Rates 15t April to 30" June 2025

Heading into the second quarter of 2025/26 markets seem to be comfortable with a central case of
gradual monetary policy easing, leading to Bank Rate and gilt yields out to ¢c10 years trending
downwards. That part of the curve has broadly acted in line with our forecasts, unchanged since
February.

However, the Government’s difficulty in convincing the market that it can work within its self-imposed
fiscal parameters has meant there has continued to be a somewhat fragile confidence in the medium
to longer dated part of the curve. The worst of this sentiment was reflected on 215t May, but as recently
as the first week of July has provided a reminder that markets will be quick to sell-off if they feel there
is anything to prejudice the Chancellor's stated aim of not raising the headline tax rates nor boost
borrowing to greater than has already been reported. The markets have also indicated that they would
prefer Chancellor Reeves to stay in post even if the fiscal landscape has deteriorated since the
Autumn.

The Bank of England has remained cautious in stating that any Bank Rate cuts must be undertaken
gradually, and the inflation outlook remains a little opaque with the CPl measure of inflation not
expected to peak until September (possibly 3.8%) before falling back towards 2% by the start of 2027.
Annual wage increases also remain at 5% yl/y, even though the seasonally adjusted job vacancies
number has fallen to 712k. Nonetheless, both the 5-year and, albeit to a lesser extent, 10-year PWLB
Certainty Rates have trended lower through the quarter.

Further out, however, rates have either finished close to their starting point for the quarter, if not a little
higher. It remains problematic that historic buyers of longer-dated gilts — pension funds and insurance
companies — have preferred the shorter-dated maturities of late, whilst there is anecdotal evidence
that both foreign investors and hedge funds, who are not natural long-term holders of long-dated debt
gilt issuance, as a rule, may be more active in this part of the market currently than has previously
been the case. Their presence, arguably, adds even greater volatility to the equation. Consequently,
in consideration of all these factors together, any signs of public finance weakness could put an even
greater upward pressure on medium and longer dated gilts and, therein, PWLB rates.

Additionally, US Treasury yields have also remained elevated because markets are unclear as to the
relative impact of President Trump’s tariffs, deportation and tax-cutting policies. Given the effect US
markets have globally, this is another contributing factor to the stubbornness of medium to long-dated
gilt yields to fall back.
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PWLB RATES 01.04.25 - 30.06.25
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HIGH/LOW/AVERAGE PWLB RATES FOR 01.04.25 — 30.06.25

1 Year 5 Year 10 Year 25 Year 50 Year

01/04/2025 4.82% 4.94% 5.38% 5.95% 5.63%

30/06/2025 4.50% 4.70% 5.27% 5.97% 5.71%

Low 4.46% 4.62% 517% 5.78% 5.46%
Low date 08/05/2025 02/05/2025 02/05/2025 04/04/2025 04/04/2025

High 4.84% 4.99% 5.56% 6.25% 5.97%
High date 02/04/2025 21/05/2025 21/05/2025 21/05/2025 22/05/2025

Average 4.61% 4.81% 5.36% 6.03% 5.72%

Spread 0.38% 0.37% 0.39% 0.47% 0.51%

5. Compliance with Treasury and Prudential Limits

The prudential and treasury Indicators are shown in Appendix 1.

It is a statutory duty for the Council to determine and keep under review the affordable borrowing
limits. During the quarter ended 30" June 2025, the Council has operated within the treasury and
prudential indicators set out in the Council’s Treasury Management Strategy Statement for 2025/26.
No difficulties are envisaged for the current or future years in complying with these indicators.

All treasury management operations have also been conducted in full compliance with the Council's
Treasury Management Practices.

Changes in risk appetite

The 2021 CIPFA Codes and guidance notes have placed enhanced importance on risk
management. Where an authority changes its risk appetite e.g., for moving surplus cash into
or out of certain types of investment funds or other types of investment instruments, this
change in risk appetite and policy should be brought to members’ attention in treasury
management update reports.

Sovereign limits

The Council maintains a minimum sovereign rating of AA- for any investment.

Sources of borrowing

The Council will borrow short-term through the local authority brokerage market (borrowing
from other government bodies only to prevent default). For any long-term borrowing, the
central government PWLB will be used.

Recommendations

The Scrutiny/Audit Committee is asked to recommend the following to the full Council:

« Note the report and approve the treasury activity to date.
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APPENDIX 1: Prudential and Treasury Indicators for 2025-26 as of 30" June 2025

Authorised limit for external debt 40.000 40.000
Operational boundary for external debt 30.000 30.000
Gross external debt 5.000 5.000
Investments 29.463 29.090
Net borrowing 6.300 5.000

Maturity structure of fixed rate borrowing -
upper and lower limits:

Under 12 months 20.000 20.000

12 months to 50 years 28.800 28.800

Capital expenditure * 35.490 3.210
Capital Financing Requirement (CFR) 20.834 17.561
Annual change in CFR 3.289 0.017
In year borrowing requirement 3.289 0.017
Ratio of financing costs to net revenue stream 0.027 0.030

Interest rate exposures for borrowing

The Council opted to renew its £6m PWLB loan in May 2025, this is primarily to significantly reduce
the risk of interest rate exposure to the authority, following the adverse trends in higher interest rates
over 2023/24 and 2024/25. This has allowed the Council to set a suitable borrowing budget with a
higher level of security on the forecasted year-end position.

TM update reports

As at the end of June 2025, no significant capital projects have been cancelled or included in the
Council’s Capital Programme 2025-26.
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APPENDIX 2: Investment Portfolio

Investments held as of 30" June 2025 compared to our counterparty list:

North Norfolk District Council

Current Investment List

| |MMF Aberdeen Standard Investments
. MMF BlackRock 2,127,282 4.27% MMF AAAmM
["|MMF Federated Investors (UK)

Interest Lowest LT/ Historic Risk EXP.B HEL
Credit Loss

Borrower FAETEE, Rate StartDate  Maturity Date ¢ Rating  of Default

2,050,000

3,200,000
Borrower - Funds Principal (E) Interest Rate Start Date
CCLA - LAMIT (Local Authorities Mutual Investment Trus 5,000,000 7.20% 31/03/2013
M&G Securities - UK Income Distribution Fund (Extra Inc 2,000,000 11.31% 24/02/2017
Ninety One - Diversified Income Fund (Multi Asset) 3,000,000 7.35% 01/03/2017
Schroder - Income Maximiser Fund (Equity) 2,000,000 18.71% 27/02/2017
[ Threadneedle - Strategic Bond Fund 3,000,000 6.08% 15/03/2017
M&G Securities - Strategic Corporate Bond Fund 2,000,000 4.85% 10/08/2017
|Aegon Asset Management - Diversified Income Fund 3,000,000 7.51% 30/11/2018
Total Investments £27,377,282 7.31%
Total Investments - excluding Funds £7,377,282 4.29%
Total Investments - Funds Only £20,000,000 8.43%

Maturity Date

UK Banks 5 Year Senior Debt CDS Spreads as of 30" June 2025

This is a graph which shows the assessment of creditworthiness risk of key banks. The cost of insuring
against default is shown in basis points down the left- hand axis. Credit risk has reduced markedly in
recent weeks. The cost of insuring against the prospect of default is still low in historic terms. (The
chart below shows the cost in basis points of ensuring against the prospect of default on 5 year “paper”
issued by major UK banks v the ITRAXX Senior Financials Index.)
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APPENDIX 3: Approved countries for investments as of 30*" June 2025

Based on lowest available rating:

AAA
o Australia
o Denmark
. Germany
« Netherlands
« Norway
« Singapore
« Sweden

« Switzerland

AA+
« Canada
« Finland
« USA.
AA
« Abu Dhabi (UAE)
o Qatar
AA-
« France
« UK
A+
« Belgium*

*Please note that Belgium had its Fitch sovereign rating lowered to A+ from AA- on 13" June. However, it is still rated
Aa3 {AA- equivalent} by Moody’s and AA by Standard & Poor’s, thus meets the minimum “AA-" criteria applied by the
Council.
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