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UK Treasury Bills (T-Bills) are short-term debt 
instruments issued by the UK government.


They are often used to generate returns on 
surplus cash given they are virtually risk free and 
have short maturities, typically 1, 3 and 6 months. 
At maturity, investors can choose to reinvest or 
withdraw their funds.

What are treasury bills?

T-Bills are zero-coupon securities, issued at 
a discount to the ‘par value’ which is paid to 
investors at maturity. T-Bills do not make 
coupon payments and it is the closure of 
this discount creates a ‘yield to maturity’ .

For example, purchasing a £100 6-month T-
Bill for £98 yields a £2 return upon maturity. 
This is typically expressed as an ‘annualised 
yield’ as this helps compare T=Bills to other 
investment alternatives. Annualised yield:

How do T-Bills deliver a return?
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T-Bills are issued by the UK government, 
making them one of the lowest risk 
investments available. The UK 
government has never defaulted on its 
debt and enjoys a high credit rating.


Whilst T-Bills are a buy to hold product 
and cannot be sold in the secondary 
market, short maturities also provide 
quick access to funds which reduces 
liquidity and interest rate risk.

As government issued securities, T-Bills 
can be held in an ISA or SIPP which 
shields the income generated from tax.


Otherwise, their classification as ‘deeply 
discounted securities’ means that gains 
from T-Bills are taxed as income, rather 
than capital gains. Consequently, gains 
from UKTBs can be offset against a 
personal tax allowance.

What is the risk 
profile of T-Bills?

Can T-Bills be held 
in a SIPP or ISA?
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How do T-Bills differ from Gilts?

How are T-Bills 
issued?

The UK government issues gilts to satisfy 
longer-term borrowing needs, whereas T-
Bills are short-term debt instruments.


A gilt guarantees to pay both a regular cash 
payment, called the coupon, in addition to 
the return of the original investment, known 
as the principal, at maturity.

T-Bills are issued through weekly auctions 
conducted by the UK Debt Management 
Office (DMO). Retail investors typically do 
not participate directly in these auctions   
but can access T-Bills through their 
existing investment platform, broker or 
wealth manager who places demand on 
their behalf.


The DMO publishes the minimum 
accepted yield after each auction,      
which reflects market demand and 
interest rate expectations.

Whilst the credit risk of gilts and T-Bills is 
similar as both are backed by the UK 
government, gilts exhibit higher levels of 
interest rate risk and greater volatility due to 
longer maturities. Capital gains from gilts are 
tax-free but coupons are taxed as income.  
Like T-Bills, gilts are tax free if held inside         
an ISA.

Conclusion
UK Treasury Bills offer a secure, 
liquid, and straightforward 
investment option for retail 
investors. T-Bills are particularly 
useful as a cash management tool 
given their predictability, short 
maturities and low risk profile.
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Risk Warning & Disclaimer

Risk Warning

Investing in securities involves a significant degree of risk including loss of capital, rarity of dividends, 
lack of liquidity and potential for dilution and should only be done as part of a diversified portfolio. The 
value of an investment and the income from it could go down as well as up. The return of your 
investment is not guaranteed and you may get back less than what you originally invested. Past 
performance is not an indicator of future performance. Always read the Risk Warnings.

Disclaimer
Retail Book Limited (“RetailBook”), a limited company 
registered in England and Wales (company no. 
14087330) with its registered office at 10 Queen Street 
Place, London, United Kingdom, EC4R 1AG. RetailBook is 
authorised and regulated by the Financial Conduct 
Authority (FRN 994238). This document has not been 
reviewed or approved by any regulatory or supervisory 
authority.


The information in this document is for background 
purposes only and does not purport to be full or 
complete. All information contained herein is subject to 
updating, revision and/or amendment (although there 
shall be no obligation to do so). No reliance may be 
placed for any purpose on, and no representation or 
warranty is given in relation to, the information 
contained in this document or its accuracy or 
completeness. This document should not be considered 
a recommendation by RetailBook in relation to any 
subscription for securities, whether actual or in the 
future.


Recipients of this document should not construe the 
contents of this document as legal, tax, investment or 
other advice (and should consult their own professional 
advisers if they are in any doubt as to the implications 
of any investment).


This document is not for release, publication or 
distribution, in whole or in part, directly or indirectly, in 
or into the United States (including its territories and 
possessions, any state of the United States and the 
District of Columbia, collectively, the “United States”), 
any member state of the European Economic Area (the 
"EEA"), Australia, Canada, the Republic of South Africa, 
Japan or any other jurisdiction where such distribution 
is unlawful, or to U.S. persons, as defined in Regulation S 
(“Regulation S”) under the U.S. Securities Act of 1933, as 
amended the (the “U.S. Securities Act”).

The distribution of this document may be restricted by 
law in certain jurisdictions and any failure to comply 
with these restrictions may constitute a violation of the 
securities laws of any jurisdiction.


This document may not be used for the purpose of, and 
does not constitute, an offer or the solicitation of an 
offer or an invitation to buy or subscribe for, any 
securities in any jurisdiction or in any circumstances in 
which such offer or solicitation or invitation is unlawful 
or not authorised or would impose any unfulfilled 
registration, qualification, publication or approval 
requirements on any person.


Any securities referred to in this document have not 
been and will not be registered under the U.S. Securities 
Act, and may not be offered or sold in the United States 
except pursuant to an exemption from, or in 
transactions not subject to, the registration 
requirements of the U.S. Securities Act. No public 
offering of securities is being made in the United States.


Any securities referred to in this document have not 
been and will not be registered under the applicable 
securities laws of any member state of the EEA, 
Canada, Australia, the Republic of South Africa or 
Japan. Subject to certain exemptions, any securities 
referred to in this document may not be offered to or 
sold within the EEA, Canada, Australia, the Republic of 
South Africa or Japan or to any national, resident or 
citizen of the EEA, Canada, Australia, the Republic of 
South Africa or Japan. Copyright 2025, All rights 
reserved.
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