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Australia - a financially robust sovereign nation

Australian current account improves while UK deteriorates Debt to GDP ratio UK and Australia widens

Current Account as % of GDP Government Debt to GDP (IMF)
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Australian govt bond have historically traded at a 1pp discount to
the UK but recently narrowed and briefly traded at a premium

Australia - UK Govt bond spread narrows sharply

Steady appreciation of Australian dollar vs GBP

Australia-United Kingdom, 10 Year Government Bond Spread
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Australian Govt Bond Rating AAA
UK Government Bond Rating AA- (on negative watch)
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GBP per AUD, FX Spot Rates
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1. Budget U-turn - Start of a journey to UK fiscal credibility

Jeremy Hunt scrapped plans to cut taxes and reduced energy price subsidy period

UK medium-term fiscal plan - Oct 17 2022

UK financial indicators begin to stabilise

Policy (Ebn) 2022- 2023- 2024- 2025-
23 24 25 26

Re-instate plans to raise +2.3 +12.4 +16.6 +17.6

Corporation Tax to 25% from

April 2023

Suspend 1p reduction in the 0 +5.3 +5.9 +5.8

basic rate of income tax

Maintain additional rate of +2.4 -0.6 +0.8 +2.2

income tax

Maintain 1.25 percentage 0 +1.4 1.0 +1.1
point increase in dividends

taxrates

Maintain 2017 and 2021 0 +1.1 +1.4 +1.7

reforms to off-payroll
working rules (also known as

IR35)

Cancel VAT-free shopping 0 0 +1.3 +2.0
scheme for non-UK visitors to
Great Britain

Cancelone year freeze to +0.1 +0.5 +0.6 +0.6
alcohol duty rates

Total +4.7 +20.1 +254 +30.9

Source: HM Treasury, 17.10.22
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UK 10Y Gilt & Corporate Bond Yields & Sterling

6 - STG Corp Bond Yield(ICE)

UK 10 Year Gilt Yield

UK Mini
Budget
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‘No government can control markets, but every
government can give certainty about the

sustainability of public finances’
Chancellor Jeremy Hunt, 17 Oct 2022




2. China growth challenged by lockdowns, energy and property

Chinese growth stalls — COVID restrictions, energy restrictions, property market

Chinese economy remains weak

China housing risks could spread to the banking sector

Chinese Economic Data
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“Slowing global demand poses downside risks to China’s strong

exports, while consumers remain cautious of the property market”

Rio Tinto PLC Oct 2022 Q3 earnings report
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Figure 1.16. China: Property Sector

A key source of funding for property developers has dried up with the
collapse in sales of presold homes during COVID-19 lockdowns.

1. Residential Real Estate Sales and Financing of Real Estate
Investment
(Percent, year-over-year growth)
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Some property developers lack sustainable debt-servicing capacity
and/or face solvency risk.

3. Real Estate Firms: Share of Firms at Risk
(Percent of total risk-weighted assets)
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High defaults and low recoveries on presold property mortgages could
significantly impair bank capital ...

Source: IMF Global Financial Stability Report Oct 2022



3. An orderly phase out of Russian gas in Europe is really possible

Longer term measures can be aligned with EU climate ambitions

Measures to implement an accelerated and orderly phase out of Russian gas are lowering prices

EU gas inventory levels stood at 87% of their working storage capacity on 26 September 2022

Natural gas inventory levels as a percentage of working storage capacity in EU member states,
26 September 2022
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Source: IEA analysis based on GIE (2022), Aggregated Gas Storage Inventory.

Natural Gas (Rebased to 31/12/2021)
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The share of Russian pipeline gas to the EU has already fallen from 40% pre-Ukraine War to 9% today.
Source: Ursula von der Leyen EU Sept 7 2022

Source: |IEA Gas Market Report Q4 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, 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.

© 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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