
 

 

 

PRESS RELEASE  

20 August 2020 

UKMBA & LCC price £250m bond issuance 

Deal follows UK Municipal Bond Agency’s maiden issuance in March 

 

The UK Municipal Bonds Agency [“UKMBA”] has today announced the pricing of its deal on 

behalf of Lancashire County Council [“LCC”]. 

The UKMBA today issued a GBP £250 million 40-year fixed rate bond, guaranteed by LCC 

at a spread of 100bps above the comparable Gilt rate, an 73bps saving on the equivalent 

rate (at the time of writing) from the Public Works Loan Board, representing significant 

savings for LCC.  

The deal was arranged by HSBC as Global Co-ordinator, with HSBC, Barclays and BoA 

serving as joint book runners.  

Per the structure of the UKMBA’s previous issuance on behalf of LCC, the bond will not fall 

within the Agency’s proportional guarantee either now or in the future; it will be guaranteed 

solely by LCC. Furthermore, as the bond will be issued on behalf of a single council and will 

not be guaranteed by any other local authority, Lancashire has not been subject to the 

UKMBA’s own credit process because Lancashire County Council has an Aa3 (negative 

outlook) credit rating from Moody’s. 

Funds are earmarked for refinancing LCC’s long-term capital funding requirements.  

Following the UKMBA’s first issuance earlier this year, this most recent deal underlines the 

feasibility of UK municipal bonds as a long-term and near-sovereign grade investment 

vehicle. Even in a challenging COVID environment, there was strong demand for the bond 

from blue chip investors.  

Commenting on the issue, Sir Merrick Cockell, Chairman of the UKMBA, said: “It’s never 

been more vital that local authorities have access to a choice of funding options that are 

highly competitive with transparent costs. We’re delighted to be able to help facilitate 

significant long-term savings for LCC and look forward to delivering the same benefit to other 

local authorities. 

“Our second issuance on behalf of LCC emphasises the vital role the UKMBA has to play in 

helping local authorities function. This deal’s pricing was far tighter than alternative sources 

which, coupled with the maturity of the bond and the extensive buy-side appetite for quality 

UK paper, shows clearly that UK municipal bonds are a viable and attractive investment 

vehicle, as well as a vital resource for councils.” 

Dominic Kerr, Managing Director, Debt Capital Markets at HSBC commented: “We were 

delighted to see such strong engagement and receptivity from bond investors for this 

deal.  With its second very successful deal, this time at the long end of the market, the 

UKMBA is now firmly established as a real alternative for local authorities and investors were 

very reassured by the compelling credit case made by Lancashire’s senior management 



 

team during the recent virtual roadshow.  This is a breakthrough 

moment for local authority funding in the UK, the first senior fixed rate benchmark public 

bond issue for a UK local authority in recent times.” 
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About the UKMBA: 

The UK Municipal Bonds Agency Plc is a first for the sector in the UK.  It helps local councils 

to finance their investment in projects including infrastructure and housing, efficiently and 

cost effectively.  It issues bonds and borrows in the market to finance local authority projects 

at a lower cost than the Public Works Loan Board.  This reduces councils’ finance costs, 

which means either more can be invested into local economies, infrastructure and housing 

projects or there is less pressure on council tax. 

Whereas the Public Works Loan Board does not undertake any affordability or credit checks 

on local authority borrowers, the UKMBA uses a proprietary rating process that builds upon 

the methodologies used by international credit rating agencies such as Moody’s, S&P and 

Fitch, to determine whether councils’ borrowing through the UK MBA is affordable and 

sustainable.  No local authority has the automatic right to borrow through the UKMBA and 

unlike PFI and many other alternatives, borrowing through the UKMBA is on balance sheet 

and fully transparent. 

The UK Municipal Bonds Agency Plc is a public limited company, owned by local councils 

and the Local Government Association.  While a municipal bonds agency has not previously 

existed in the UK, they have been successfully established throughout Europe – in France, 

the Nordics, Scandinavia and Holland as well as in Japan, New Zealand and Canada. In 

each case, borrowing costs, transparency and efficiency were improved by the creation of a 

municipal bonds agency. 
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