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Markets 2021

Emerging Markets & commodities lead - UK equity recovery begins — bonds fall

Equity rally fades - bonds decline Oil & metals surge - does this signal inflation ahead?
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US inflation backdrop

e Upgrading US GDP growth to at least 6% from our December forecast of 4.2%.

* |n late December, Trump administration passed a $900bn package - we upgraded US growth to
around 5.5% in 2021. Currently, Congress is on track to pass $1.6-$1.9tr package —some 7.5%
-9% of GDP.

* Biden, Powell and Yellen are aligned on creating sufficient momentum to minimise scarring
and eliminate any permanent loss of output which were features of the recovery from the
financial crisis:

* Biden / Yellen are seeking to create space to push through tax hikes
* Powell is seeking to fulfil inclusive growth objectives

* At least $2.5 trillion in savings and further fiscal stimulus will unleash very strong momentum
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1. Fiscal stimulus will hit the economy at the same time as it
reopens

Roughly $2.5 trillion of additional savings Pent up demand as the economy recovers
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2. Inventories are scarce, supplier deliveries are lengthening and

input prices are rising

Pricing pressures rising across manufacturing

Inventories falling fast

ISM Prices
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ISM Prices

Inventory / Sales ratio
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3. There are still material scars from the Pandemic

Unemployment GFC and COVID crises Low wage workers suffer higher unemployment

United States Number of People in Employment, 16 and Over Steeper Job Losses Seen for Lower-Wage Workers
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US CPI to hit 3% by May as base effects from oil pass
through...edging down to around 2.25% by end of year

Base effects lift US inflation measures

Led by surge in year-on-year gains in oil prices
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In the UK inflation risks are more broadly balanced

Tighter post-Brexit supply chains, 4.7m people on furlough & sterling will influence all prices

UK Inflation projections

Sterling strength likely as fund flows return post Brexit

Chart 1.4: CPl inflation projection based on market
interest rate expectations, other policy measures as
announced
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The fan chart depicts the probability of various outcomes for CPI inflation in the future.

Source: Bank of England Monetary Policy Report, February 2021

SARASIN

&PARTNERS

Bank of England Sterling index
since Brexit Vote
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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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