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Fixed Interest

National Grid I/L 1.25% 06/10/2021 - Buy 22nd September 2011

Credit Analysts View:
The issue carries a BBB+ rating from Standard & 
Poors, making the bond “investment grade”. An 
obligor rated ‘BBB’ has adequate capacity to meet 
its financial commitments. However, adverse eco-
nomic conditions or changing circumstances are 
more likely to lead to a weakened capacity of the 
obligor to meet its financial commitments.

Gibraltar Asset Management Limited
One Irish Place, PO Box 166, Gibraltar

Telephone: +350 200 75181    Website: www.gam.gi 

Terms of the bond:
Denomination

The issue has a minimum denomination of just 
2,000 (£2,000 at issue), which compares favourably 
with existing National Grid bonds which tend to 
have a minimum of 50,000 nominal.  Thereafter the 
bonds can be bought and sold in multiples of just 
100.

Coupon

The bond pays a 1.25% coupon, linked to RPI, 
twice a year on 6th April and 6th October.  Whilst 
this appears low, the coupon is adjusted to take 
account of the effects of inflation as calculated by 
the Retail Prices Index (RPI). Though the RPI can 
fall, potentially leading to bondholders receiving 
less that the previous payment or not receiving 
the 1.25% coupon at all, its 30 year average has 
been 4.4%.

Redemption

Subject to credit risk, the bonds will be repaid on 
the Maturity Date at no less than their face value, 
plus an additional amount reflecting any increase in 
the RPI over the period. This is unlike I/L gilts and 
the first of its kind in the corporate bond market.

The Issuer:
National Grid’s principal business is the ownership 
and operation of regulated electricity and gas 
infrastructure networks in the UK and the US, 
serving around 19 million customers directly and 
many more indirectly.

National Grid also has interests in related markets, 
including electricity interconnectors, metering 
services and LNG storage and importation.

Price 100

Credit Rating BBB+    

Risk Rating Medium   

Coupon 1.25% + change in RPI 
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Research Disclaimer
Gibraltar Asset Management is a trading name of Gibraltar Asset Management Limited, is a member firm of the London Stock Exchange 
and is authorised and regulated by the Financial Services Commission. Research: Neither the information nor the expressed opinions in this 
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notify us immediately and then delete this document. Content: Please note that the content of this document may be e-mailed and may be 
intercepted, monitored or recorded for compliance purposes. Copyright: Copyright in this document and any attachments created by Gibraltar 
Asset Management Limited belongs to Gibraltar Asset Management Limited unless otherwise stated. Care: Gibraltar Asset Management Limited 
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Fixed Interest (cont)

Terms of the Bond (cont):
Dealing

The bond is to be listed on the Official List of the UK Listing Authority and admitted to trading on 
the regulated market of the London Stock Exchange. The bonds will be traded on the London Stock 
Exchange’s electronic Order Book for Retail Bonds (ORB), which was launched in response to private 
investor demand for easier access to trading bonds with the aim of providing a transparent and efficient 
mechanism for UK retail investors to access the bond markets.  The bonds are tradeable instruments and 
prices will be quoted in the market during trading hours. The bonds can be sold before maturity on the 
ORB and the prices should remain fairly tight as they are supported by Barclays Bank Plc and Evolution 
Securities Ltd in a market-making capacity.

Stamp Duty

No UK stamp duty is payable on the issue or transfer of the bond or on its redemption.

Security

The bond is senior, unsecured, unsubordinated debt of National Grid. This means that if National Grid 
becomes insolvent, you may recover your investment in priority to subordinated debt holders, if any, and 
shareholders of National Grid. However, you could still lose some or all of the money you have invested 
in the bonds.

Summary

The bond does seem too good to be true. However, from National Grid’s point of view, an index-linked 
bond makes sense. The company operates in a tightly regulated environment with forward revenues linked 
to inflation. Thus, an index-linked source of funding for the company is a good match on an asset-liability 
basis. 

We view this issue as a ‘strong buy’. Index linked investments are very popular with investors (I/L gilts are 
expensive and NS&I have recently withdrawn their I/L savings certificates). This leads us to believe that the 
bonds will trade higher in the secondary market.


