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Fed policy has acted to deflate global asset prices

Easing supply chains, lower gas prices and a stable Dollar help markets rally this quarter

All asset classes show negative returns 2022 to date Might the Dollar’s ascent be drawing to a close?
Global Asset Performance, year-to-date US Dollar (DXY)
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Risk 1. The collapse in discretionary income is unprecedented

UK discretionary income —a UK wide phenomenon — impacting workers & unemployed

UK discretionary income — London & the South not spared Squeeze in discretionary income for the working low-paid

Regional Inflation Disparities
Change in discretionary income, January-September 2022

Nothing Left
Discretionary income for the second lowest 20% of earners in the UK has
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Risk 2: Quantitative tightening remains largely untested
After more than a decade of abundant liquidity & relative calm expect greater volatility &

reduced liquidity

Central bank balance assets — annual change

Market liquidity has worsened across asset classes

12 month change in Central Bank Assets
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Market liquidity conditions

Standard metrics are showing some signs of deterioration.

(red shows low liquidity, green is high)
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Sources: Bloomberg Finance L.P.; Haver Analytics; Japan Bond Trading; JPMorgan Big Data and Al
Strategies; MarketAxess; Reuters; Securities Industry and Financial Markets Association; and IMF
staff calculations. Note: Indicators are based on the maximum z-score among regions. Regions are
the euro area, Japan, and the US for equity markets and Germany, Italy, Japan, the UK,

and the US for sovereign bond markets—except for market depth, which is for the US. I M F
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Risk 3: Can we get back on track to Net Zero?

Climate Impact 2022: Typhoons in Bangladesh, flooding in Pakistan, heatwaves in
Europe, drought in Africa & China, wildfires in North America

As world leaders meet at COP27 Net-Zerorhetoric does not yet match reality

Urgent action needed
Current climate commitments will only reduce global Global ital dinain th
greenhouse gas emissions by 11% by 2030. obal capital spending in the
(global GHG emissions, GtCO,e per year) transition could rise in the short term
, before falling back.
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recent surge in energy prices, such an outcome is highly uncertain. Without new mitigation Source: IMF Nov 2022 (NDCs embody efforts by each country
policies, emissions are projected to keep growing through 2030 under the business-as- to reduce national emissions and adapt to the impacts
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Finding the light at the end of the tunnel

Improved supply chains, supportive valuations & lower energy prices argue for normalising risk

Global strategy update — November 2022

Bonds

Equities

Alternatives

Cash (tactical)

Risks

Underweight

*  UW Government Bonds — global inflationary pressures remain elevated but rates are close to peaking
*  Neutral Investment Grade Credit — yields attractive — corporate balance sheets healthy

Neutral

*  Recession will likely be mild limiting deterioration in overall earnings and dividends
* Investor sentiment is sharply negative while equity seasonality is positive

*  Robust corporate balance sheets offer support to defensive & dividend strategies

Overweight

*  Neutral Other Alternatives— private equity, infrastructure and renewables will be impacted by higher discount rates
*  Strong OW Uncorrelated Alternatives as effective diversification

*  Reduce gold positions as US rates rise

Neutral

1. Inflation shock not yet abating: US Core inflation continues to accelerate in 2023 meaning higher rates for longer
2. Shrinking central bank balance sheets: QT triggers tighter liquidity and volatility issues. Central bank losses accelerate budget crisis
3. Military challenges worsen: China-Taiwan reunification risks accelerate — Putin escalates with tactical nuclear ‘event’

Source: Sarasin & Partners, November 2022
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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 0C329859 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 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.

© 2022 Sarasin & Partners LLP — all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & Partners LLP.
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