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Monthly Economic Summary
General Economy

The UK Flash (i.e. provisional) Manufacturing PMI rose to 53.6 in July from June’s final release of 50.1, pointing to the strongest
pace of expansion in manufacturing since 2019 following the easing of lockdown. Similarly, the Flash Services PMI rose to 56.6 in
July from 47.1 in May, signalling the first expansion in service sector output since lockdown measures were put in place in March.
As a result of these increases, the Composite PMI (which incorporates both sectors) reached 57.1 in July compared to 47.7 in
June, easily beating market expectations of 51.1. As such, these figures point to the strongest month of expansion in the private
sector since June 2015, suggesting that the reopening of many businesses in June has led to a respectable recovery from the
downturn caused by the pandemic. Near term economic prospects were also underpinned further by the measures announced in
the Chancellor's Summer Statement, which come into effect in August. The construction PMI, meanwhile, which is released one
month behind the others, surged to 55.3 in June from an all-time low of 28.9 in April, signalling the steepest increase in
construction output since July 2018, with residential construction work expanding by the most in almost five years.

Mirroring the recovery referred to above, GDP expanded by 1.8% m/m during May - although it remained 24% below its year ago
level. The contraction of the economy by a record 19.1% during the three months to May, meanwhile, revealed the extent to which
government restrictions to combat the coronavirus pandemic have dramatically reduced economic activity. The positive
contribution made by the external sector to UK growth was revealed by the £4.3 billion trade surplus recorded in May, which was
the second largest on record, as exports rose 3.5% m/m and imports fell 1.7% m/m.

Despite GDP having contracted by 19.1% in the three months to May, the unemployment rate remained at 3.9% during the same
period, beating market expectations of a rise to 4.2%, as the government’s Coronavirus Job Retention Scheme helped fund
employees’ wages during lockdown. However, the 126,000 fall in employment, which was the most since 2011, the fall in job
vacancies to a record low 333,000 and the fall in total weekly hours worked by a record 175.1 million hours compared to last
quarter, all painted a much bleaker picture. Mirroring this weakness, average earnings excluding bonuses rose just 0.7% yly in the
three months to May, down from 1.7% yly in the three months to April.

Consumer Price Inflation edged up to 0.6% y/y in June from a four-year low of 0.5% y/y in May, exceeding market expectations of
0.4%, with the main upward contributions coming from computer game and console prices, as people sought entertainment during
lockdown. Similarly, the core inflation rate — which strips out the more volatile components like energy, food and alcoholic
beverages - rose to 1.4% yly in June from 1.2% yly in May, with the monthly rate rising to 0.2% from a flat reading in May. With
inflation still well below its 2% target, there are unlikely to be calls for the Bank of England’s Monetary Policy Committee to tighten
monetary policy by raising the Bank Rate from 0.1% during their forthcoming August meeting.

Buoyed by increases of 45.5% and 21.5% in non-food and fuel stores sales respectively, retail sales rose by 13.9% m/m in May,
beating market expectations of an 8% rise. As a result, retail sales have now recorded successive monthly increases, following an
upwardly revised 12.3% m/m rise during May, continuing their recovery from the sharp fall recorded in March and April. However,
sales remain 0.6% lower than in February (prior to the coronavirus pandemic) and 1.6% lower than a year ago. The GfK Consumer
Confidence Index, meanwhile, rose 3 points to -27 in July, suggesting that consumers appear to be slightly more confident as



lockdown loosens across parts of the UK.

Reflecting the impact of public health measures and government policies to support the economy during the coronavirus
pandemic, the UK reported a budget deficit (excluding public sector banks) of £35.5 billion in June, less than the record £45.5
billion deficit reported in May. This compared to a deficit of just £7.2 billion a year earlier. Borrowing in the first quarter of this
financial year (April to June) is estimated to have been £127.9 billion, £103.9 billion more than in the same period last year and the
highest borrowing in any April to June period on record.

US/Euro Area:

In the US, the economy added a record 4.8 million jobs in June, exceeding market expectations of a 3 million rise. This secured
back-to-back record payroll increases, following an upwardly revised 2.7 million jobs gain in May, as lockdown restrictions
continued to be eased. As a result, the unemployment rate fell further to 11.1% from May’s 13.3% and April’s record 14.7% rate -
but it remains 7.6% higher than in February, prior to the coronavirus pandemic outbreak. The advance (or first) estimate of GDP,
meanwhile, confirmed that the economy shrank by an annualized 32.9% during Q2, following a 5% contraction in Q1. With inflation
(as measured by the Fed'’s preferred core Personal Consumption Expenditure deflator), having eased to 0.9% y/y in June from 1%
in May, it was no surprise to see the Federal Reserve confirm following this month’s meeting that they will maintain both the
federal funds rate target range at 0-0.25% and their quantitative easing programme to help secure recovery.

In Europe, the Flash estimate for GDP confirmed that the Eurozone economy shrunk by a record 12.1% q/q in Q2, exceeding the
previous record 3.6% contraction reported in Q1. With the flash estimate of Eurozone inflation suggesting that prices rose just
0.4% vyly in July, it was no surprise to see the ECB leave policy rates unchanged during this month’s meeting. EU leaders,
however, agreed on a €750 billion recovery fund, to be financed by borrowing, designed to help member states finance the bloc’s
recovery from the Covid-19 crisis.

Housing

Both the Halifax and Nationwide house price indices fell during June, by 0.1% m/m and 1.4% m/m respectively - although the falls
were less than the declines of 0.2% and 1.7% recorded during May. Looking ahead, the stamp duty holiday announced by the
Chancellor may serve to bring some housing market activity forward.

Currency J Start End High L

. . . . . une al n I ow
Sterling gained ground against both the Euro and, in particular, the Dollar last -

h the US K din th K f in th b GBP/USD $1.24568 | $1.3125 | $1.3125 | $1.2458
month as the currency weakened in the wake of aresurgence in the number GBREUR | &1 1063 | €11100 | €11138 | 10050

of coronavirus cases.

Forecast
Both Link Group and Capital Economics have maintained their interest rate forecasts amid the coronavirus outbreak. The Bank
Rate is forecast to remain unchanged at 0.1% throughout 2020 and 2021.

Bank Rate

NOwW Sep-20 Dec-20 Mar-21 ~ Jun-21 Sep-21 Dec-21 Mar-22
Link Group 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%
Capital Economics 0.10% 0.10% 0.10% 0.10% 0.10% 0.10% 0.10%




Borrower

MMF Aberdeen Standard Investments
MMF CCLA

MMF Deutsche

MMF Federated Investors (UK)

MMF Invesco

USDBF Aberdeen Standard Investments
USDBF Federated Sterling Cash Plus Fund
USDBF Payden Sterling Reserve Fund
Lloyds Bank Plc (RFB)

London Borough of Haringey

Plymouth City Council

Australia and New Zealand Banking Group Ltd
National Westminster Bank Plc (RFB)

| _|Plymouth City Council

London Borough of Waltham Forest
Goldman Sachs International Bank
National Westminster Bank Plc (RFB)

Fife Council

Barclays Bank Plc (NRFB)

London Borough of Waltham Forest

Lloyds Bank Plc (RFB)

Santander UK Plc

Lloyds Bank Plc (RFB)

Lloyds Bank Plc (RFB)

| |Lloyds Bank Pic (RFB)

London Borough of Southwark

Lloyds Bank Plc (RFB)

Lloyds Bank Plc (RFB)

Lloyds Bank Plc (RFB)

Australia and New Zealand Banking Group Ltd
Leeds Building Society

Santander UK Plc

Australia and New Zealand Banking Group Ltd
Goldman Sachs International Bank
Goldman Sachs International Bank
Goldman Sachs International Bank
Northumberland County Council
Birmingham City Council

Stockport Metropolitan Borough Council
Birmingham City Council

n Corporatio

Current Investment List

Principal (£)

78,100,000
10,000,000
41,400,000
54,000,000
99,200,000
5,000,000
5,000,000
55,000,000
20,000,000
5,000,000
10,000,000
10,000,000
10,000,000
10,000,000
5,000,000
20,000,000
20,000,000
6,000,000
25,000,000
5,000,000
10,000,000
20,000,000
20,000,000
15,900,000
20,000,000
15,000,000
20,000,000
20,000,000
10,000,000
10,000,000
20,000,000
30,000,000
50,000,000
20,000,000
20,000,000
20,000,000
5,000,000
15,000,000
15,000,000
10,000,000

Interest Rate

0.17%
0.19%
0.11%
0.15%
0.18%
0.83%
0.66%
1.02%
1.10%
0.95%
0.92%
0.80%
0.95%
0.95%
0.80%
1.04%
0.93%
0.95%
1.01%
0.85%
1.10%
0.50%
0.30%
1.10%
1.10%
0.85%
1.10%
1.10%
1.10%
0.98%
0.30%
0.60%
0.40%
1.00%
0.99%
1.00%
1.00%
1.20%
1.05%
1.20%

Start Date

06/08/2019
14/02/2020
14/02/2020
17/02/2020
01/11/2019
23/12/2019
30/04/2020
02/01/2020
06/01/2020
29/01/2020
29/10/2019
30/04/2020
01/11/2019

04/11/2019
06/11/2019
11/05/2020
27/11/2019
27/12/2019
02/01/2020
06/01/2020
14/07/2020

27/02/2020
28/02/2020
28/02/2020
02/03/2020

Maturity Date

MMF
MMF
MMF
MMF
MMF
USDBF
USDBF
USDBF
06/08/2020
14/08/2020
14/08/2020
17/08/2020
28/08/2020
23/09/2020
30/09/2020
02/10/2020
06/10/2020
29/10/2020
29/10/2020
30/10/2020
02/11/2020
Call95
Call95
04/11/2020
06/11/2020
11/11/2020
27/11/2020
29/12/2020
04/01/2021
06/01/2021
14/01/2021
Call180
Call185
Call185
Call185
Call185
25/02/2021
26/02/2021
26/02/2021
01/03/2021

Lowest Long
Term Rating

Historic
Risk of
Default

0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.001%
0.001%
0.001%
0.002%
0.004%
0.004%
0.004%
0.009%
0.010%
0.006%
0.013%
0.006%
0.014%
0.014%
0.014%
0.014%
0.014%
0.007%
0.017%
0.022%
0.023%
0.023%
0.024%
0.026%
0.027%
0.027%
0.027%
0.027%
0.014%
0.014%
0.014%
0.014%
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Current Investment List

Historic
Risk of
Default

Lowest Long

Borrower Principal (£) Interest Rate Start Date Maturity Date Term Rating

. Manchester City Council 25,000,000 1.20% 26/03/2020 25/03/2021 0.016%
Goldman Sachs International Bank 20,000,000 0.96% Call270 0.039%
. National Westminster Bank Plc (RFB) 20,000,000 0.42% 03/07/2020 05/07/2021 0.049%

Santander UK Plc 50,000,000 0.75% Call365 0.053%
Borrower - Funds Principal (£) Interest Rate Start Date Maturity Date

L&G 75,000,000 2.44%

ROYAL LONDON 75,000,000 2.45%

Total Investments £1,124,600,000 0.90%

Total Investments - excluding Funds £974,600,000 0.66% 0.013%
Total Investments - Funds Only £150,000,000 2.45%




OVYellow OVYellow Calls
B Purple B Purple Calls
WRed Red Calls
Y Pil Pi2 P
[ D i
UptoSyrs  UptoSyrs  Upto5yrs

Yellow
Pink1
Pink2

Purple

Blue
Orange
Red
Green
No Colour

% of Portfolio

41.94%
0.00%

W Pinkl
OBlue
B Green

Up to 2yrs

City of London Corporation

Portfolio Composition by Link Group's Suggested Lending Criteria

70%

B Link Group @ City of London Corporation

60% -

50% 4

40%

30%

20%

10% -

Pink1 Calls O Pink2 @ Pink2 Calls 0%

OBlue Calls O Orange O Orange Calls Under 1 Month 1-3 Months 3-6 Months 6-9 Months 9-12 Months 12 Months +
Green Calls O No Colour ONC Calls
8 9 i S N Portfolios weighted average risk number = 2.80

Up to 1yr Uptolyr  Upto6mths Upto100days No Colour

WAROR = Weighted Average Rate of Return

WAM = Weighted Average Time to Maturity

Excluding Calls/MMFs/USDBFs
WAM WAM at Execution

Amount of % of Call
Colour in Calls in Portfolio
£282,700,000 29.01%
£0 0.00%

% of Colour
in Calls
69.17%

0.00%

WAROR WAM WAM at Execution
0.43%

0.00%

Amount
£408,700,000
£0

6.67% £65,000,000 100.00% £65,000,000 6.67% 0.98% 0 0 0 0
0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
5.13% £50,000,000 0.00% £0 0.00% 0.73% 168 317 168 317
21.13% £205,900,000 34.00% £70,000,000 7.18% 0.83% 119 287 98 353
23.09% £225,000,000 80.00% £180,000,000 18.47% 0.85% 202 252 78 325
2.05% £20,000,000 0.00% £0 0.00% 0.30% 167 184 167 184
0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
100.00% £974,600,000 61.33% £597,700,000 61.33% 0.66% 103 177 126 316
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1.80%

1.30%

0.80%

0.30%

-0.20%

Rating/Years
AA
A

BBB
Council
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Investment Risk and Rating Exposure

Investment Risk Vs. Rating Categories

- —V————

e A e [\ e BBB e CoOUNCI

Historic Risk of Default
<1 year lto2yrs 2to3yrs 3to4yrs

0.02% 0.04% 0.10% 0.18%
0.05% 0.15% 0.28% 0.42%
0.16% 0.44% 0.77% 1.15%

0.013% 0.000% 0.000% 0.000%

4to 5yrs
0.24%
0.59%
1.55%
0.000%

Rating Exposure

£20,000,000 AA-
£126,000,000
13%

A+
£305,900,000
31%

Historic Risk of Default

This is a proxy for the average % risk for each investment based on
over 30 years of data provided by Fitch, Moody's and S&P. It simply
provides a calculation of the possibility of average default against the
historical default rates, adjusted for the time period within each year
according to the maturity of the investment.

Chart Relative Risk

This is the authority's risk weightings compared to the average % risk of
default for “AA”, “A” and “BBB” rated investments.

Rating Exposures

This pie chart provides a clear view of your investment exposures to
particular ratings.
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Monthly Credit Rating Changes
FITCH

Update
Number

Institution Country Rating Action

The Long Term Rating was removed from Negative Watch and placed on Negative

10/07/2020 1769 Clydesdale Bank PLC United Kingdom Outlook. At the same time the Viability Rating was removed from Negative Watch.
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Monthly Credit Rating Changes
MOODY'S

Update
Number

Institution Country Rating Action

10/07/2020 1768 Co-Operative Bank Plc (The) United Kingdom |The Outlook on the Long Term Rating was changed to Stable from Positive.
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Monthly Credit Rating Changes
S&P

Update
Number

Institution Country Rating Action

No Rating Changes to Report.




City of London Corporation

Whilst Link Group makes every effort to ensure that all the information it provides is accurate and complete, it does not guarantee the correctness or the
due receipt of such information and will not be held responsible for any errors therein or omissions arising there from. All information supplied by Link
Group should only be used as a factor to assist in the making of a business decision and should not be used as a sole basis for any decision. The
Client should not regard the advice or information as a substitute for the exercise by the Client of its own judgement.

Link Group is a trading name of Link Treasury Services Limited (registered in England and Wales No. 2652033). Link Treasury Services Limited is
authorised and regulated by the Financial Conduct Authority only for conducting advisory and arranging activities in the UK as part of its Treasury
Management Service, FCA register number 150403. Registered office: 6th Floor, 65 Gresham Street, London, EC2V 7NQ.



