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Gilt Week Ahead 
10 August 2020, Tim Davis 

After last week’s Bank of England meeting the focus for UK markets in the week ahead will turn to the economic 

data with labour market data and output data both due for release. 

Labour market data is due for release on Tuesday and as we argued in our in depth analysis piece (see here), we 

think the key datapoint to watch will be aggregate hours with the headline unemployment print distorted by the 

furlough scheme and whether people who are out of work are actively seeking work or not. We also argue that 

there are incentives for employers to reduce hours rather than fire employees. Indeed, as an example it emerged 

over the weekend that Pret-a-Manger is looking to cut the hours of each employee by 20% in order to minimise job 

losses. The main labour market data will refer to the three months to June, so before the “Super Saturday” reversal 

of lockdown that happened on 4 July. Some of the experimental data is worth watching too with HMRC’s Pay As 

You Earn Real Time Information (PAYE RTI) the highlight. This data is more timely and will cover the period to 

July. 

Output data for June and the first release of Q2 GDP will be the highlight Wednesday. Both consensus and the 

Bank of England expect a drop in Q2 in the region of 20% Q/Q. Indeed, 22/32 of the analysts surveyed in the 

Bloomberg consensus look for a drop between -20.0% and -21.5% - a remarkably tight consensus given the 

magnitude of the fall in GDP. There is a clear positive skew to the distribution of estimates with only one forecaster 

looking for a number worse than -21.5%. Perhaps even more telling for the recovery will be the pace of GDP 

growth in the monthly data for June where analysts are a bit more divided: half the analysts in the survey look for a 

print between +7.0% M/M and +8.5% M/M but again there is a clear positive skew. Construction is estimated to 

have bounced back a bit more in June than other sectors but there is not much to read into consensus for the 

breakdown of the recovery. 

The week ahead will see the Bank of England’s new asset purchase schedule enacted. Rather than buying across 

the curve on Tuesday and Thursday, the Bank’s purchases will focus on particular maturity buckets. 3-7 year gilts 

will be purchased on Mondays, 20+ year gilts will be purchased on Tuesdays and 7-20 year gilts will be purchased 

on Wednesdays. As there will only be one (rather than two) purchases of each maturity bucket, the individual 

operation sizes will rise from GBP1.151bln to GBP1.473bln. 

Supply Previews 

0.625% Jun-25 auction 

Issuance will kick off for the week on Tuesday with GBP3.25bln of the 0.625% Jun-25 gilt on offer. This will be the 

second time this gilt has been on offer since the 0.125% Jan-26 gilt launched. Demand has remained healthy 

around the 5-year sector of the curve with bid-to-covers of at least 2.2x at every auction so far this fiscal year and 

tails of 0.2-0.4bp. The gilt is not scheduled to be sold again before the end of November. 

1.75% Jul-57 auction 

The 1.75% Jul-57 gilt will be on offer on Tuesday for GBP1.25bln. This is a smaller auction size than the previous 

two auctions which saw GBP1.50bln on offer. This will be the fourth auction of the gilt so far this fiscal year. The 

first two of these auctions were very successful with bid-to-covers of 3.13x and 2.47x respectively and tails of 

0.2bp. However, the last auction of the gilt saw a bid-to-cover of 1.83x and a wide tail of 1.0bp. Since then, the 

auction for the 0.625% Oct-50 gilt and 1.625% Oct-54 gilt have also not been the strongest seeing bid-to-covers of 

1.78x and 1.74x respectively with tails of 1.2bp and 0.7bp. The 1.75% Jul-57 gilt is due to be sold again in both 

October and November. 

https://marketnews.com/uk-labour-market-data-is-still-important
https://www.bbc.co.uk/news/business-53715262
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0.125% Jan-28 auction 

GBP2.75bln of the 0.125% Jan-28 gilt will be on offer Wednesday, concluding issuance for the week. This will be 

the fourth auction of the gilt and the auction amount is smaller than both the launch auction size of GBP3.25bln and 

the two follow up auctions of GBP3.00bln. Tails have been relatively wide ranging from 0.4-0.7bp with bid-to-cover 

ratios between 1.84x-2.15x, although the previous auction was the most successful to date. The gilt will be on offer 

twice more before the end of November – on 29 September and on 3 November. 
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