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Global equities rose 5% in the first two weeks of 2022 — Why?

1. Global inflation is starting to ease 2. European gas prices subside
US inflation is moderating In Europe gas reservoirs are 28% fuller than a year ago.
US Inflation Energy Price changes, 10 years, GBP
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Source: Macrobond, 19.01.23 Industrial and power sector demand, which accounts for 60%
of German gas consumption was down by 31% on the 2018-21
average.
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UK at the epicentre of the storm... IR

Sunak needs to support low-income groups & still win the confidence of financial markets

A glimmer of light on inflation Nearly 72 a million days lost to strike action in December

UK Labour Disputes & Unemployment
UK Inflation and Consumer Confidence
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BoE Inflation forecast 5.2% in Q4 2023 450k workers aiming to strike on 1 Feb University staff,
and 1.4% in Q4 2024. train drivers and civil servants — this will be almost equal
Monetary Policy Report Dec 2023 to all days lost Nov 2022

Bloomberg Jan 2022
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China re-opening - the path will be rocky in the short term

Reopening path will rocky and dependant on
health outcomes

1. Case numbers?

2. Elderly population

250 million over the age of 60) and limited

ICU capacity (3.6 ICU per 100,000 people
vs 34.7 in US)

3. Timing - winter flu season and CNY
festivities

We expect further policy easing to help
stabilise GDP

- GDP growth ~5% in 2023

- Global spillovers: LNG import competition?
European gas shortages? Qil price effect?
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Real GDP levels and forecast

Real GDP Levels
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But signs of economic recovery are already evident

Some signs of recovery in activity Metals prices suggest China recovery is durable
China, Beijing, Volume of Passenger Transport Copper and Rio Tinto Share Price
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Risk 1: Recession risk is still very real...

Risk of higher rates for longer if downturn too mild to ease demand

US manufacturing weak but services stronger than forecast

40 year record inversion - a strong indicator of recession

US Business Surveys ISM
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Source: Federal Reserve Bank of Chicago. The Financial Conditions Index includes conditions in money
markets, debt and equity markets, and traditional and “shadow banking” systems.
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US 10Yr less 2Yr Government Bond Yield
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Risk 2. Equity valuations are not yet cheap if inflation is sticky

Global equity valuations are at fair value — longer term measures still look expensive

Global equities are not yet cheap esp. if rates rise further

Periods of high inflation typically squeeze valuations

World Equity Index PE multiple 1 year forward (FactSet)
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Schiller Cyclically Adjusted PE Ratio (CAPE) S&P500
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Patience please — central banks are not quite finished
Global equity opportunities are clear but over-zealous central-bankers are still a risk

Global strategy update — January 2023

Neutral

Bonds *  Neutral Government Bonds — global inflationary pressures remain elevated but rates are close to peaking

*  Neutral Investment Grade Credit — yields attractive — corporate balance sheets healthy

Modest Underweight
*  Near record corporate margins clearly exposed in a global recession — a strong thematic overlay needed

Equities *  Equity valuations are vulnerable if inflation is stickier than the market expects

*  Emerging markets offer opportunities in 2023 as China reopens and US Dollar weakens
*  Equity insurance attractive as alternative to equity reduction

Overweight
*  Underweight Correlated Alternatives — higher discount rates and worries over liquidity argues for caution on private equity,

Alternatives infrastructure and renewables

*  Strong OW Uncorrelated Alternatives as effective diversification (gold, metals & macro hedge funds attractive)
*  Overweight positions in Gold as Dollar surge fades

Cash (tactical) Neutral — no currency preference

Risks

1. Inflation shock not yet abating: US Core inflation continues to accelerate in 2023 meaning higher rates for longer
2. Shrinking central bank balance sheets: QT triggers tighter liquidity and volatility issues. Central bank losses accelerate budget crisis
3. Military challenges worsen: China-Taiwan reunification risks accelerate — Putin escalates with tactical nuclear ‘event’

Source: Sarasin & Partners, January 2023
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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.

© 2023 Sarasin & Partners LLP — all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & Partners LLP.
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