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The challenges for the new Prime Minister

1. A new Conservative leader needs to target the twin deficits and revive sterling

Sterling falls sharply vs Dollar, steady against Euro

Widest current account deficit in 60 years...
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2. Tight labour markets and negative real wage growth a recipe for

industrial action

Squeeze on wages continues

UK labour tight - labour supply only slowly recovering
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3. Support needed for low income groups

Consumer confidence at record lows - rises in food and energy outside of government control

Consumer budgets under pressure

International factors dominate consumer costs

UK Consumer Confidence
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UK Petrol and Food Costs (£)
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4. EU and the US central to our foreign trade ambitions

Genuinely new trade deals signed since leaving EU only cover 1.4% of UK trade

EU makes up almost half of UK trade-reduced trade friction with EU & US urgently needed

Chart 2.21: The UK’s largest trading partners
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5. Defence funding increase likely for the longer term

Armed conflicts have been the most important drivers of fiscal outcomesin the UK

In all major conflicts borrowing exceeded 10% of GDP and added 70% of GDP to the stock of debt — declines in spend are gradual

Chart 2.1: Public sector net debt during periods of conflict and peace
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exceeded 2 per cent of GDP in any one year.
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UK comparison with high performing ‘Sovereign’ nations
If we really want Brexit to be a success then we need a more robust, balanced economy

Average of high performing ‘sovereign’ nations show strong economic and financial fundamentals

Successful Sovereign Current-Account Balance Budget Balance Consumer Prices %

Countries % GDP % GDP Latest Bond Rating
Canada 1.2 -3.5 7.7 AA+
Norway 16 8.7 4.8 AAA

Switzerland 6.3 0 3.4 AAA
South Korea 3.1 -2.4 6 AA-
Japan 1.4 -6 2.4 A+

Singapore 18 -0.9 5.6 AAA

Average 7.7 -0.7 5.0 AA
UK -8.3 -5.8 9.1 AA-

Source: The Economist/Macrobond July 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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