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1. Summary  

 

1.1 The impact of a pooled investment approach within the GLA’s shared service for treasury 

management, including the admission of the London Pension Funds Authority (LPFA), is set out in 

this report. 

 

1.2 The report concludes that the arrangements to date have been successful and mutually 

advantageous and notes the intention to develop similar relationships with London Boroughs. 

 
 
2. Recommendation 

 
2.1 That the Committee notes the contents of the report 

 
 
3. Background   
 
3.1 The GLA operates a shared service for Treasury Management for the GLA group bodies (excluding 

TfL) and the LPFA.  

 

3.2 The investments of individual bodies within the shared service are managed on a pooled basis 

through a jointly-controlled operation, the GLA Group Investment Syndicate (GIS).  

 

3.3 At the meeting of this Committee on 11 December 2013 Members gave their support for the 

admission of the LPFA to the GIS and shared service, but noted the LPFA as a pension fund had 

different characteristics to the other bodies and asked officers to report back during the subsequent 

financial year on the impact of the arrangement. 

  

3.4 Discussions are currently underway regarding the admission of several London Boroughs and an 

arrangement has just been concluded to allow the London Waste and Recycling Board (LWARB) to 

benefit from improved returns and better diversification of its cash balances through the GIS. 

 

 



        

 

 

4. Issues for Consideration  

 
  Investment Management – the impact of pooling  

4.1 The Group’s treasury investments, in common with most large organisations, are primarily short term 

cash or fixed income products. Because the GIS operates a very low credit risk strategy, the main 

source of risk is the duration of each investment. Under normal market conditions, investments of 

greater duration carry higher yields to compensate this risk. Therefore, the main driver of 

performance is the extent to which investments can be made for longer periods. 

 

4.2 The chart below shows the evolution of GIS balances since it was created between the GLA and 

LFEPA in 2012/13: 

 

 
 

4.3 Through the effects of pooling, the GIS has provided the Group Treasury Team with both greater 

and more stable minimum balances over 3 - 12 month periods than would generally have been the 

case for each organisation individually. This has provided increased opportunity for longer term 

investments providing greater yields. 

 

 

 

 

 

 

 

 

 

 

 

 



        

 

4.4 In tandem, the overall increase in balances has provided greater bargaining power in respect of 

instant access accounts with banks, allowing the GIS to maintain yields for the shortest dated 

investments. By investing in a mix of overnight and longer dated products, the GIS has maintained a 

weighted average maturity below 3 months, while maintaining excellent overnight liquidity. 

Performance is shown in the chart below: 

 

 
 

4.5 In addition to the more stable balances and improved purchasing power, the pooled GIS balances 

have allowed larger individual deals to be struck. The benefits of this are twofold – one transaction is 

made rather than a series of individual ones (saving costs) and additionally greater opportunities for 

diversification arise, since a number of banks in particular operate minimum deal sizes, which would 

be inappropriate for the participating organisations individually. 

 

4.6 By pooling staffing and other administrative resources, the participants have been able to maintain 

or reduce individual expenditure on treasury management while funding a function able to operate a 

more sophisticated strategy than would be feasible individually. A key example of this is the 

expansion of the strategy to cover corporate bonds, whereby Group Treasury have been able reduce 

credit risk by further diversification and in many cases obtain superior yields for identical risk. 

 

4.7 Because of the factors above, the GIS has significantly outperformed its benchmark, ie the rate at 

which banks and other large organisations typically lent to each other for 3 months. As at 9 Feb, the 

GIS has outperformed by 0.36% on an annualised basis since inception. 

 

4.8 The net cash flow managed by Group Treasury continues to be dominated by the GLA. The 

introduction of a range of new organisations with different cash flow profiles has had a positive 

impact on relevant stability of balances, which together with scale advantages has been positive for 

the risk and return outcomes for all concerned. 

 

4.9 The LPFA’s balances have indeed proved a helpful contribution. From the LPFA’s perspective, access 

to the resources of the GLA team and the strategy it is able to deliver has improved returns 



        

significantly, with economic benefits in excess of £0.5m. It should be noted that the LPFA’s 

partnership with Lancashire Pension Fund and others will result in a restructure of its investment 

arrangements. This may mean that LPFA makes use of other arrangements, or that the GLA needs to 

modify the legal structure of the GIS to facilitate interaction with the partnership vehicle. 

 

4.10 The overall increase in Group Treasury resources provided by the shared service arrangements have 

continued to enable development of resilient, well-qualified team delivering sector-leading 

innovations in both investment and borrowing and with the capacity to undertake major projects. As 

an example, the GLA’s issue in May 2015 of the world’s first CPI-linked Sterling bond providing 

£200m for the Northern line extension, reducing inflation risks and estimated to save the taxpayer 

some £34m in today’s prices.  

 

4.11 For the reasons above, the GLA will continue to pursue partnerships with additional public bodies in 

London in a gradual fashion. In particular, developing the shared service with London Boroughs will 

provide an opportunity for the GLA to provide practical support, where desired, to the financing of 

local regeneration and infrastructure projects. 

 

 

5. Legal Implications 
 
5.1 The Committee has the power to do what is recommended in this report. 

 

6. Financial Implications 
 
6.1 Financial implications are intrinsic to the report. 
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