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Record investor optimism on a recovery as metal & energy prices

surge

Fund managers have never been more optimistic on recovery Surge in metal and energy prices driven by recovery hopes

Exhibit 2: Record amount of FMS investors expect a stronger economy
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Global uncertainty falling as the new US Administration
finds it’s feet

Vaccines, Biden and a Brexit deal lower uncertainty... Driving manufacturing surveys close to 20 year highs

Uncertainty in the world US - ISM Manufacturing Index

Global uncertainty as measured by the World Uncertainty Index

remains high. 65 -
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Note: The World Uncertainty Index (WUI) is computed by counting the percent of word “uncertain” (or its variant) in 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

the Economist Intelligence Unit country reports. The WUI is then rescaled by multiplying by 1,000,000. For example,

an index of 200 corresponds to the word uncertainty accounting for 0.02 percent of all words, which—given the EIU

reports are on average about 10,000 words long—means about 2 words per report. A higher number means higher Source: Macrobond, 19.02.21
uncertainty and vice versa.

INTERNATIONAL MONETARY FUND

SARASIN ‘ .

&PARTNERS



So will rising bond yields spoil the equity party?

Bond yields rise and the yield gap widens

2020 market performance driven by multiple expansion

US 10 & 2 year T-bond yields
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S&P 500 12 Month Forward P/E
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1. The impact of the virus on public finances is like a war — this
makes negative real interest rates a necessity

2020-21 UK Budget Deficit forecast to reach 19% of GDP — levels only previously seen in times of war

Chart 1.1: Historical distribution of public sector net borrowing as share of GDP

since 1800
120 - - Ware
B Pandemics
100 B Financial aisis
m Chher
* All vears
En -

2020-21

Mumber of years
8

40

Less than O Oto b S5ta 10 104 15 15 o 20 20 o 25

Source: Bank of England, OBR Jan 2021

SARASIN

&PARTNERS



2. Policy makers have committed to allow economies to run hot

US inflation will climb temporarily as oil prices rise
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“The Committee seeks to achieve
inflation that averages 2 percent over
time, and therefore judges that,
following periods when inflation has
been running persistently below 2
percent, appropriate monetary policy
will likely aim to achieve inflation
moderately above 2 percent for some
time”

US Federal Reserve
Jan 26 2021




3. In the UK the inflation risks are broadly balanced

The recent rise in energy prices will push UK inflation to 2% Severe damage to UK Services will cap price pressures

Chart 1.4: CPl inflation projection based on market Chart C: Spending on services has been relatively weak in
interest rate expectations, other policy measures as the UK _ _ _
announced Percentage changes in real services consumption between
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The fan chart depicts the probability of various outcomes for CPI inflation in the future. (a) Data are not available for Spain

Bank of England Monetary Policy Report Jan 2021
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4. There is a powerful need for policy makers to ‘level up’ & help
those in society most impacted by the pandemic

Workers with less education, youth, women and those informally employed have suffered disproportionate loss

Impact on workers uneven
Workers with less education and youth have been

disproportionately affected.
(unemployment rate change from latest quarterly data relative to average level during 2018-
2019; percentage points)

B High B Low = Prime age | Youth
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By Education By Age

Source: IMF Jan 2021 - Youth are 15-24 years old & prime age are 25-54 years
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Markets 2020 to date

Emerging Markets lead a global equity surge - bonds fade - UK equity recovery begins

Equity rally continues on election, Brexit and vaccine news

Volatility still stubbornly high

Global Asset Class Returns 2020 (GBP) to date
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US Equity Volatility Index (VIX)
2020 to date
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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 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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