


UK economic recovery has lagged behind its peers

UK still the only G7 economy smaller than it was pre-COVID but UK economic surprise climbing

GDP recovery — only UK still below pre pandemic level UK economic surprises in last 3 months are clear
Gross Domestic Product Leading Indicators, Citi, Economic Surprise Index
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UK: Recent economic performance is more encouraging...
Business surveys (especially services) are robust while consumer confidence is improving

UK business surveys still surprisingly robust (PMI) UK Economic surprise index encouraging

UK Consumer Confidence & Labour Diputes

70 -
60 -
p \/\ S
[
/ ©
O -
50 - @
1 N\
United Kingdom =
> ) Consumer Confidence
© 40 - _EQ -
c 50
— Euro Area
800 -
30 - - Working days lost due to industrial action (3m)
20 -
10 -
1 1 1 1 0 T 1 1 1 1 1
2020 2021 2022 2023 1995 2000 2005 2010 2015 2020
Source: Macrobond, 18.05.23 Source: Macrobond, 18.05.23
SARASIN Six minute strategy - 19 May 2023 3

&PARTNERS



Risk 1: Higher mortgage effects not felt yet...

The effective rate on existing mortgages has only risen by 70 basis points so far

Many mortgagors have yet to experience higher rates... Fixed rates form 85% of all UK mortgage product

Chart C: The share of fixed-rate mortgages has increased over time

Chart A: Rates on the stock of mortgages have risen by much less than
quoted rates on new mortgages

Distribution of mortgages by type of product (a)

Quoted interest rates on new two-year 75% LTV mortgages, effective rate on new
lending and effective rate on existing stock of mortgages (a)

M Fixed rate, more than two years
[

Two-year 75% LTV

(a) The latest data points are March 2023. The Bank’s quoted and effective rates series are weighted averages

of rates from a sample of banks and building societies with products meeting the specific criteria, such as being (a) Share of value of outstanding mortgage stock. Data from January 2016 are for individuals and individual
widely accessible. The data are sterling-only monthly averages and are not seasonally adjusted. trusts only. Latest data points are March 2023.
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Risk 2: The risk of a wage-price spiral is still there

Labour markets are tight - wage growth may be peaking - disposable income still falling

UK wage growth may have peaked — vacancies falling Disposable incomes back to the levels of five years ago
UK Change in Av. Weekly Earnings & Job Vacancies ASDA, Weekly Income Tracker
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Risk 3. UK inflation stickier than in the US or Eurozone

Energy price rises in the euro area were earlier while more price frictions in the UK

Inflation peak earlier in the US and Euro Area than UK ‘Greedflation’ may be contributing to stickier inflation

UK CPI Food Inflation & Gas Prices

Chart 2.4: Inflation has fallen in the US and euro area in recent months
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Conclusion 1: UK corporate bond yields attractive

With the UK likely to avoid recession and inflation decelerating - UK corporate bonds attractive

UK inflation set to fall below 3% in 2024 Q3 UK corporate bonds attractive as inflation normalises

UK Bond Yields

Chart 1.4: CPI inflation projection based on market interest rate expectations, other
policy measures as announced 7 -
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Conclusion 2: Sterling to continue recent upward appreciation

A weaker dollar, higher UK rates & economic stability argue for sterling appreciation

US dollar index continues steady decline

Sterling tends to fall in political crisis & then slowly rally

US Dollar (DXY)
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Important information

If you are a private investor, you should not act or rely on this document but should contact your professional advisor.

This document has been approved by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, EC4M 8BU, a limited
liability partnership registered in England & Wales with registered number OC329859 which is authorised and regulated by the Financial
Conduct Authority with firm reference number 475111.

It has been prepared solely for information purposes and is not a solicitation, or an offer to buy or sell any security. The information on
which the document is based has been obtained from sources that we believe to be reliable, and in good faith, but we have not
independently verified such information and no representation or warranty, express or implied, is made as to their accuracy. All
expressions of opinion are subject to change without notice.

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally
invested. This can be as a result of market movements and also of variations in the exchange rates between currencies. Past performance
is not a guide to future returns and may not be repeated.

Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied
warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect of
any such data. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to
compiling, computing or creating the data have any liability for any direct. indirect, special, punitive, consequential or any other damages
(including lost profits) even if notified of the possibility of such damages. No further distribution or dissemination of the MSCI data is
permitted without MSCl’s express written consent.

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts any liability or responsibility whatsoever
for any consequential loss of any kind arising out of the use of this document or any part of its contents. The use of this document should
not be regarded as a substitute for the exercise by the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person
connected with it may act upon or make use of the material referred to herein and/or any of the information upon which it is based, prior
to publication of this document. If you are a private investor you should not rely on this document but should contact your professional
adviser.

© 2023 Sarasin & Partners LLP —all rights reserved. This document can only be distributed or reproduced with permission from Sarasin &
Partners LLP.
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