
SAYE bonus rates automatic mechanism  

Link to market swap rates  

1. The three and five year bonus rates are adjusted automatically by linking 

them to the three and five year swap rates (sterling bid rates) quoted in the 

Financial Times.  

2. The market reference swap rate for the relevant three and five year bonus 

rate is the average of the above swap rates for the relevant period over the 

ten business days leading up to the date when the bonus rates were set. So, 

for example, in setting the bonuses applying from 29 May 2009, the bonus 

rates were set at 29 April 2009 by calculating the average rates over the ten 

business days ended 29 April 2009.  

3. The bonus rates are calculated from the market swap rates as set out in the 

table below. If the result of subtracting the margin is to give a negative figure, 

then a figure of zero is used instead.  

Bonus rate  Margin under market swap rate  

Three year  2.05% under three year market reference swap rate  

Five year  1.75% under five year market reference swap rate  

  
Trigger mechanism  

4. The mechanism allows for bonus rates to be adjusted. This adjustment is 

triggered if the three or five year swap rates (measured as an average over a 

rolling 20 business day period) move 0.5 per cent or more below or above 

their market reference levels. Both bonus rates are adjusted when there is a 

trigger in either the three or five year rates.  

5. If this trigger condition is met, the bonus rates are reset to maintain the 2.05 

per cent and the 1.75 per cent gaps under the new reference swap rate as 

appropriate, which is the average swap rate over the last ten business days of 

the 20 day period. The new bonus rates will then apply until another change 

is triggered.  

Calculation of monthly bonuses  

6. The bonus rates, in terms of monthly contributions, are calculated as follows.  



7. The swap rates in the Financial Times are quoted in terms of a rate 

compounded at six monthly intervals, so the first step is to convert this to the 

monthly equivalent interest rate.  

8. The monthly interest rate is then applied to each monthly contribution, with 

compounding monthly, to calculate the total interest which accrues for the 

three and five year bonus rates.  

9. The total amount of interest is then divided by one monthly contribution - so, 

for example, if the monthly contribution for a three year contract is £100 and 

the total interest accruing over three years is £241.79, the equivalent number 

of contributions would be 2.4179.  

10. This figure is rounded to the nearest 0.1, so in the above example the bonus 

on a three year contract would be 2.4 contributions.  

Annual interest rates  

11. The figures are quoted as annual interest rates, as well as monthly bonus 

rates. The annual interest rate is calculated from the bonus rate as set out 

below.  

12. The bonus rate, after rounding to the nearest 0.1, is converted back into an 

interest rate by calculating the annual interest rate, compounded monthly, 

which would give the rounded number of contributions calculated in 

paragraph ten above.  

13. For example: in 2008, the interest rate derived from the market rates was 

4.181 per cent. For the example given in paragraph 9 above, this gives a 

figure for monthly contributions, before rounding, of 2.4179 contributions. The 

figure is rounded to 2.4 contributions, which is the equivalent of a return of 

4.152 per cent, compounded monthly. The figure with monthly compounding 

is converted into an interest rate with annual compounding of 4.232 per cent, 

quoted to two decimal places as 4.23 per cent.  

Early leavers’ rate  

14. The Early Leavers’ Rate is set at two-thirds of the three year rate, rounded to 

the nearest two decimal places.  



Announcement of rate changes  

15. When new bonus rates are triggered by the mechanism as set out in the 

preceding paragraphs, SAYE savings arrangements providers are notified of  

the new rates and the rates are also published on GOV.UK website.  

  


