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Shropshire Council

Monthly Economic Summary

General Economy

The UK Manufacturing PMI rose to 50.6 in December, up from 50.2 in November, revised down from the preliminary estimate of 51.2 but ahead
of expectations of 50.4. It was the second consecutive expansion after a year of contraction. Output rose for a third month with broad increases
in consumer, intermediate, and investment %oods sectors, supported by new work intakes, which expanded for the first time in 15 months. The
UK Services PMI rose to 52.1 in December from 51.3 in November, exceeding forecasts of 51.6 and marking the 9th straight month of growth.
However, emp_IoKment fell for the 15th consecutive month amid cost pressures. Input costs rose at the fastest pace since May, pushing prices
charged to their highest since August.

Combining the above, the UK Composite PMI picked up to 52.1 in December from November's 51.2, surpassing forecasts of 51.6. This was the
eighth consecutive month _ofgrlvate sector expansion. On a less positive note, the UK Construction PMI fell to 39.4 in November (released on a
one-month lag) from 44.1 in October, pointing to the steepest downturn in five-and-a-half years amid challenging conditions. New orders
decreased to the greatest extent since May 2020, with respondents citing weak client confidence and delayed spending decisions linked to
uncertglnty afgeazgghe late-November Budget. Employment declined at the steepest rate since August 2020 and optimism was the weakest
since December .

UK GDP fell 0.1% in October, following a similar decline in September and missing expectations for a 0.1% expansion, marking the fourth
consecutive month without growth. Services output declined 0.3% after a 0.2% gain in September, and construction fell 0.6% from a 0.2% rise.
Conversely, production rose 1.1%, rebounding from a 2% glun e. The trade deficit widened to £4.82 billion in October from £1.09 billion in
September, its Ia_r?_est gap since February. Exports fell 0.3% m/m to £77.00 billion, while imports rose 4.5% to £81.82 billion. Goods exports fell
0.8% to £30.96 billion, while goods imports rose 6.8% to £53.51 billion.

Employment fell by 16k in October after a 22k decrease in September, driven by fewer full-time positions. Average weekly earnings including
bonuses rose 4.7% yly to £739 in the three months to October, slowing from 4.9% but beating expectations of 4.4%. Private sector wage %rowth
fell to 4.0% from 4.4%, the weakest since Dec 2020-Feb 2021, while public sector pay accelerated to 7.7%, the highest since Jul-Sep 2023.
Adjusted for inflation, total earnings rose 0.6%, down from 0.7%, the lowest since May—Jul 2025.

Consumer prices fell 0.2% m/m in November, the first decrease since January and the biggest since July 2024, versus forecasts of flat. Annual
inflation eased to 3.2%, the lowest in eight months, from 3.6% in October and below forecasts of 3.5% and the BoE’s 3.4% prediction. The
largest downward contribution came from food and non-alcoholic items, particularly bread and cereals. Prices also slowed for alcohol and
tobacco, transport, and housing and utilities. Services inflation eased to 4.4% from 4.5%, below the BoE forecast. Clothing and footwear costs
fell, while recreation and culture prices rose 2.9%, unchanged from October. Core inflation eased to 3.2% from 3.4%.

The GfK Consumer Confidence Index rose to -17 in December from -19 in November, beating forecasts of -18. Public sector net borrowing
eased to £11.7 billion in November from £21.2 billion in October, below last year’s £13.6bn and the lowest November reading since 2021.
Receipts rose £5.9 billion y/y on higher tax revenues and National Insurance contributions, while expenditure rose £4.0 billion on public services
and social benefits. Public sector net debt excluding banks stood at 95.6% of GDP.

As expected, the Bank of England cut Bank Rate by 25bps from 4.00% to 3.75% at its December meeting. The voting split was 5-4, with falling
inflation persuading Governor Bailey to support a cut.



US Economy

Nonfarm Fayrolls rose by 64k in November, compared with a 105k loss in October and market expectations of a 50k increase. Headlining gains
were health care and construction sectors, while federal government continued to lose jobs as the shutdown weighed with declines also seen in
transportation and warehousing. US GDP advanced an annualised 4.3% in Q3 2025, the most in two years compared to 3.8% in Q2, and
forecasts of 3.3%, the delayed estimate showed. The %rowth mainly reflected increases in consumer spending, exports, and government
spending. Meanwhile the annual inflation rate in the US came in at 2.7% in December 2025, the lowest since July, below forecasts of 3.1% and
3% reported for September as energy prices rose 4.2% on the year, while food was a more modest 2.6% higher and shelter costs up 3%.
Annual core inflation fell to 2.6% in November 2025, the lowest since March 2021 and below market expectations of 3%.

The FOMC cut the Federal Funds rate by 25bps at its December meeting, bringing it to the 3.50 - 3.75% range, albeit with three dissenting
voters (two voted for no change, and one for a 50bps cut) as the committee remains divided. The accompanying statement signalled a pause for
the near-term, in line with Governor Powell's press conference whereby he confirmed the Fed is "well positioned to wait and see how the
economy performs from here."

EU Economy

The annual inflation rate in the Eurozone was revised down to 2.1% in November from a preliminary of 2.2%, matching the October reading.
Services inflation accelerated to 3.5% from 3.4%, marking its highest level since April, while energy prices declined at a slower pace. The
annual core inflation rate, which excludes prices of food, ener%/, and tobacco, was at 2.4% for the third consecutive month. Overall, the report
was aligned with commentary from European Central Bank (ECB) Governing Council members sugg?(estlng that the central bank is unlikely to
deliver more rate cuts under the current macroeconomic backdrop, with the members also voting to keep policy rates unchanged at their =
December meeting — as widely expected. The Eurozone economy ?revv_ 1.4%ylyin (%3 of 2025, compared to the 1.6% expansion recorded in
both the first and second quarters, and broadI?/ in line with the initial estimate. SJ)aln ed the major economies, exloandlng 2.8%, followed by the
Netherlands at 1.6%. Among the bloc’s other [argest economies, GDP expanded 0.9% in France, 0.6% in Italy but just by 0.3% in Germany.

Housin

The Halifax House Price Index in the UK was flat from a month earlier in November 2025, following a 0.5% rise in October and missing

expectations of a 0.2% gain. Meanwhile, the UK Nationwide House Price index unexpectedly fell 0.4% from a month earlier in December 2025,

gefylng market Iex fectatlons of a 0.1% increase and reversing a 0.3% rise in the prior period, marking the first monthly decline in four months,
ue to seasonal effects.

Currency
Sterling appreciated against the Dollar and the Euro. December Start End High Low

GBP/USD [$1.3253 [$1.3451 $1.3508 |$1.3203
GBP/EUR (€1.1385 ([€1.1453 |€1.1472 |€1.1375

Interest Rate Forecast
MUFG Corporate Markets revised its forecast down 25bps from Q2 2026 to Q2 2027, maintaining an expected Bank Rate trough of 3.25% b
Q4 2026. Capital Economics also revised its forecast down 25bps for Q2 2026 and Q3 2026, maintaining an expected trough of 3% by Q4 2026.

Bank Rate

NOW Mar-26  Jun-26  Sep-26 Dec-26 Mar-27  Jun-27  Sep-27  Dec-27  Mar-28 Jun-28 Sep-28  Dec-28 Mar-29
MUFG Corporate Markets  3.75% 3.75% 3.50% 3.50% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25%
Capital Economics 3.75% 3.50% 3.50% 3.25% 3.00% 3.00% 3.00% 3.00% 3.00% - - - -



Shropshire Council

Current Investment List

Expected

Borrower Principal (£) Rate Start Date  Maturity Date Fund Rafing of Default Cred(lé)Loss

Interest Lowest LT/ Historic Risk

. MMF Aberdeen Standard Investments 15,000,000 3.99%
[ |MMF Insight 3,200,000 3.98% MMF AAAM

. Calderdale Metropolitan Borough Council 3,000,000 4.40% 22/12/2025 20/02/2026 AA- 0.003% 0
. Wiltshire Council 3,000,000 4.30% 22/12/2025 20/02/2026 0.003%

Total Investments £24,200,000 4.08%

Note: An historic risk of default is only provided if a counterparty has a counterparty credit rating and is not provided for an MMF or USDBF, for which the rating
agencies provide a fund rating. The portfolio’s historic risk of default therefore measures the historic risk of default attached only to those investments for which
a counterparty has a counterparty credit rating and also does not include investments which are not rated.

The Historic Risk of Default column is based on the lowest long term rating. If clients are using this % for their Expected Credit Loss calculation under IFRS 9,
please be aware that the Code does not recognise a loss allowance where the counterparty is central government or a local authority since relevant statutory
provisions prevent default. For these instruments, the Expected Credit Loss will be nil. Please note that we are currently using Historic Default Rates from
1990-2024 for Fitch, 1983-2024 for Moody’s and 1981-2024 for S&P.

Where MUFG Corporate Markets have provided a return for a property fund, that return covers the 12 months to September 2025, which are the latest returns
currently available.
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Portfolio Composition by MUFG's Suggested Lending Criteria
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OYellow OYellow Calls  BPink1 BPinkl Calls OPink2
OPink2 Calls  ®Purple @Purple Calls  OBlue OBlue Calls 0% -
BOrange BOrange Calls ®Red BRed Calls BGreen Under 1 Month 1-3 Months ~ 3-6 Months ~ 6-9 Months ~ 9-12 Months 12 Months +
= P - Portfolios weighted average risk number = 1.00
UptoSyrs  UptoSyrs  UptoSyrs  Upto2yrs  Uptolyr  Uptolyr  Uptobmths Upto100days No Colour
WAROR = Weighted Average Rate of Return
WAM = Weighted Average Time to Maturity
Excluding Calls/MMFs/USDBFs
0,
% of Col/;SI in Amoqnt of % of Cal! in WAM at WAM at
Portfolio Amount calls  ColourinCalls  Portfolio WAROR WAM  Execution S
G 100.00% £24,200,000 75.21% £18,200,000 75.21% 4.08% 13 15 51 60
Pink1 0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
Pink2 0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
Purple 0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
Blue 0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
Orange 0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
Red 0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
Green 0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
No Colour 0.00% £0 0.00% £0 0.00% 0.00% 0 0 0 0
100.00% £24,200,000 75.21% £18,200,000 75.21% 4.08% 13 15 51 60
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Investment Risk and Rating Exposure

Investment Risk Vs. Rating Categories Rating Exposure
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<1 year 1to2yrs 2to3yrs 3to4yrs 4to5yrs Historic Risk of Default

AA A BBB Council 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

Historic Risk of Default against the historical default rates, adjusted for the time period
. within each year according to the maturity of the investment.
Rating/Years <1 year lto2yrs 2to3yrs 3todyrs 4to5yrs Chart Relative Risk
AA 0.02% 0.04% 0.09% 0.15% 0.21% This is the authority's risk weightings compared to the average %
A 0.05% 0.13% 0.23% 0.35% 0.49% risk of default for “AA”, “A” and “BBB” rated investments.
BBB 0.14% 0.37% 0.64% 0.95% 1.25% Rating Exposures . .
Council 0.00% 0.00% 0.00% 0.00% 0.00% This pie chart provides a clear view of your investment exposures

to particular ratings.

Note: An historic risk of default is only provided if a counterparty has a counterparty credit rating and is not provided for an MMF or USDBF, for which the rating
agencies provide a fund rating. The portfolio’s historic risk of default therefore measures the historic risk of default attached only to those investments for which a
counterparty has a counterparty credit rating and also does not include investments which are not rated.
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Monthly Credit Rating Changes
FITCH

Update

Date Number

Institution Country Rating Action

The Outlook on the Long Term Rating was changed to Negative from

05/12/2025 2109 Credit Industriel et Commercial France
Stable.
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Monthly Credit Rating Changes

S&P
Update o : :
Date Number Institution Country Rating Action
05/12/2025 2110 Commerzbank AG Germany The Outlook on the Long TermSI?:t';llr;g was changed to Positive from
05/12/2025 2111 Deutsche Bank AG Germany The Outlook on the Long TermSI?:;Ir;g was changed to Positive from
12/12/2025 2112 ABN AMRO Bank N.V. Netherlands The Outlook on the Long Termsliskt)llr;g was changed to Positive from
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Monthly Credit Rating Changes
MOODY'S

Update

LI Number

Institution Country Rating Action

There were no rating actions to report.
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Whilst MUFG Corporate Markets 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 MUFG Corporate Markets 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.

MUFG Corporate Markets is the trading name of MUFG Corporate Markets Treasury Limited, a division of MUFG Pension & Market Services. MUFG Corporate
Markets Treasury Limited, (registered in England and Wales No. 2652033), 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: Central Square, 29
Wellington Street, Leeds, LS1 4DL.

MUFG Corporate Markets | 19th Floor | 51 Lime Street | London | EC3M 7DQ.



