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Chairman of the Board of Directors

Natural Resource Fund

Re: Investment Mandate for the Natural Resource Fund (NRF)

Section 23 of the NRF Act 2021 states that where the balance of the Fund is less than five hundred
million United States Dollars (USD) and less than three times the amount approved by the
National Assembly for the Withdrawal from the Fund for the next ensuing fiscal year then all of

the Fund shall be invested in very safe investments.

_ Based on the current and projected balance of the NRF, and guided by Section 23 of the NRF Act,
investments of the Fund over the next few years shall be in very safe instruments (eligible bank

deposits and eligible treasury bills).

Over time, as production is ramped up associated with additional FPSOs, and the corresponding
increase in inflows to the NRF, the Investment Mandate would have to change in line with section

23 of the NRF Act.

The balance of the Natural Resource Fund (NRF) as of December 31, 2022, totaled USD1,271.77
million. Of this amount, USD1,002.00 million is available for withdrawal by the Government of
Guyana during 2023 while the sum of USD 269.77 million is available for core investments. As of

June 15, 2023, the balance in the NRF totaled $1,644.069 million.

The economic landscape of high inflation in the USA has resulted in the Federal Reserve Bank of
(FRB) New York increasing overnight interest rates to a range of 4.25 percent — 4.50 percent
during 2022 and to a range of 5.0 percent — 5.25 percent effective May 4, 2023. At its meeting
held during June 2023, the FRB decided to leave the rate unchanged but indicated that there was
a possibility of two more hikes during 2023. The FRB has also indicated that the high overnight

rate could be maintained over the medium term.

Currently, USD deposits and treasury bills and bonds which are rated AA+ by Standards and Poors’

and are considered the most liquid in the world, offer the highest interest rates among developed
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countries. However, due to the expectation for a decline in interest rates in the future, the yield

curve slopes upwards to the three-month tenor and then becomes inverted as shown by the

table below*:
Tenor Interest Rate (%)
Overnight Deposit 5.05
1-week bills 4.95
1-month bills 5.09
3-month bills 5.20
6-month bills 5.10
1-year bonds 491
2-year bonds 4,63
3-year bonds 4.24
4-year bonds 4.08
5-year bonds 3.90

Consequently, the Bank of Guyana (BOG) recommends that investments be held in overnight
deposits as the FRB is likely to increase overnight interest rates further during the year. This will

allow the Fund to benefit from higher rates and be in a position to redeploy cash when there is a

change in position by the FRB.
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ind Ganga

Governor Bank of Guyana

June 16, 2023

* Information retrieved on June 15, 2023, from Bloomberg L.P. online platform.
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Dr Gobind Ganga
Governor of the Bank of Guyana

Natural Resource Fund - Investment Mandate

Decision of the Board of Directors

The Board of Directors (BOD) of the Natural Resource Fund (NRF), at a meeting on Monday, June
‘ 26, 2023 held in the Boardroom of the Ministry of Finance, considered the Investment Proposal
dated June 16, 2023, submitted by the Bank of Guyana (BOG) and, with the concurrence of the
Hon Senior Minister in the Office of the President with responsibility for Finance, agreed that the
resources of the NRF be held in the overnight deposit account at the Federal Reserve Bank of
New York, which currently offers an interest rate of 5.05% per annum. It was also agreed that the
Governor of the BOG will continue to monitor the overnight interest rate and communicate with

the Chairman BOD when this rate changes.
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Major General (retd) Joseph G Singh, MSS

Chairman, BOD
June 30, 2023




