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US Federal Reserve signals that it might shift its ‘transitory’
inflation narrative

Earlier end to taper and start of rate hikes on the table — rates already on the rise globally

“Some participants suggested that
reducing the pace of net asset

purchases...could be warranted so
that the Committee would be in a
better position to make adjustments
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Second rate rises from New Zealand &
South Korea this week
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1. Its not all about supply shocks, demand is fundamentally strong

Retail sales are more weighted to goods consumption and have received a huge boost

Inventory rebuild will keep demand high

Imports are strong, but not keeping pace with demand

Nominal Retail Sales
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2. Rising asset prices (particularly house prices) are creating a
wealth effect for asset rich households

Wealth effect is accelerating retirements, reassessments Wealth effect will also boost consumer demand (mpc)
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3. Where is the greatest risk? Most likely the labour market

The tightest UK labour market in recent history The ‘Great Resignation’

UK Number of Unemployed People Per Vacancy UK Labor Flow Statistics, Reason for Job Moves, Resignations
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It’s tightness in the labour market that concerns me most”
Andrew Bailey BOE Nov 2021
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4. COP26 ushers in a new era of climate capital spend

Promises can only be met by closing ambition gap by 2030

Climate financing needs at 7.5% of GDP by 2040
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Figure 1.3: Global climate finance flows and the estimated annual investment need in the energy
system alone through 2050
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Asset class performance 2021 to date

Equities lead — Similar returns from value and growth— Volatility remains low

Equities rally, bonds & gold decline Growth catches up to value as volatility falls
Global Asset Class Returns 2020 (GBP) to date World Equity Style 2021
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Strong earnings supportive of equity markets but interest rate risks
NOW rising

Global strategy update — November 2021

Bonds

Equities

Alternatives

Cash

Risks
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Strong underweight
* Strong UW Government Bonds — global inflationary pressures remain elevated
*  UW Investment Grade Credit — yield spreads narrow — UK charity & infrastructure issues offer social impact benefits

Overweight

* Global — earnings remain robust with central bank support still generous despite taper
* UK-dividend support attractive

* EM —recent underperformance offers opportunities where vaccine roll-out accelerates

Overweight
*  OW Other Alternatives— infrastructure and renewables beneficiaries of fiscal spend — liquidity issues remain
*  OW Uncorrelated Alternatives — gold positions as hedge against policy error

Overweight

* Risk of policy error high in US & China

* No currency preference given still similar macroeconomic policies/rates worldwide
*  Consider portfolio insurance

Current: Climate transition risks, valuations stretched, inflationary pressures not transitory
Longer-term: Inflation pressures become entrenched, central bank policy error, China tensions with US/Taiwan
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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, EC4AM 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.

© 2021 Sarasin & Partners LLP — all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & Partners LLP.
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