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Gilt Week Ahead 
6 July 2020, Tim Davis 

The highlight of the week ahead will be Chancellor Rishi Sunak’s speech on Wednesday. He is due to deliver the 

summer economic update – an event which has been scaled down somewhat from the originally mooted summer 

budget but is still seen as a significant event (so much so that the linker auction scheduled for Wednesday has 

been moved to Thursday instead). The statement is expected to focus on employment and training. However some 

of the bigger policies that could be announced include a time limited cut to VAT (sales tax), cuts to stamp duty (tax 

on house purchases) and more money for the NHS. However, most of the commentary has suggested that most of 

the big measures may be delayed until the Autumn Budget so that the government can assess the state of the 

economy over the summer before acting. 

Other than the Chancellor’s speech, the calendar is fairly sparse for the UK this week. There is only one MPC 

member scheduled to speak (Andy Haldane on Tuesday evening) and the economic data calendar see no tier one 

releases. 

The following week sees events pick up again with the release of the OBR Fiscal Sustainability Report on Tuesday 

14 July followed by a further update to the gilt remit on Thursday 16 July. The remit update will cover the period to 

the end of November. Next week will also see a slew of significant data including monthly GDP and its 

components, inflation and labour market data. 

See auction previews for the week ahead below. 

 

Supply Previews 

0.125% Jan-23 auction 

Issuance will kick off for the week on Tuesday with GBP3.75bln of the 0.125% Jan-23 gilt on offer. This will be the 

fifth auction of the gilt following its launch three months ago with GBP3.75bln having been on offer at every auction 

so far. On an RV basis, the 0.125% Jan-23 gilt continues to trade at a discount to its peers with prevailing yields 

around 3bp higher than for other gilts of a similar maturity. Bid-to-covers on the gilt have been gradually falling from 

3.05x at launch to 2.21x at its last auction, although the tail has stayed steady at 0.3-0.4bp for the last three 

auctions. We note that as the gilt has a maturity of less than three years it is ineligible for the BoE’s APF purchase 

scheme. The gilt is scheduled to be auctioned twice more before the end of August - on 29 July and on 18 August. 

1.25% Oct-41 auction 

The 1.25% Oct-41 gilt will also be on offer on Tuesday with GBP2.25bln on offer. This will be the fifth auction of this 

gilt (fourth this fiscal year) with all but the second auction for GBP2.25bln (the second auction was for the lower 

amount of GBP2.00bln). Bids have been steady around the GBP5bln mark irrespective of the size on offer with tails 

varying from 0.2bp to 0.4bp (although the last auction saw the widest tail so far). The gilt is scheduled to be sold 

again on 4 August.  
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0.125% Aug-41 linker auction 

The 0.125% Aug-41 index-linked gilt will be on offer for a nominal GBP900mln on Thursday, concluding issuance 

for the week. This will be the first auction of the linker with the four previous primary offerings all via syndication – 

twice in the 2018/19 fiscal year and twice in the 2019/20 fiscal year. In the first quarter of fiscal 2020/21 there were 

five index-linked auctions and all saw healthy bid-to-covers in the 2.52-3.38x range with an average of just shy of 

3x. The 0.125% Aug-41 linker auction follows the auction of the conventional 1.25% Oct-41 gilt auction on 

Tuesday. Real yields on the gilt fell to record lows last week of below -2.50%. Note that this auction was originally 

scheduled for Wednesday 8 July but was moved back a day to accommodate Chancellor Sunak’s Summer 

Economic Statement. 
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