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Brexit & UK Financial Markets — how to manage the cliff edge
September 2020




UK update: Re-opening mechanically boosts data...

...but wind down of stimulus measures will unveil vulnerabilities

Q2 decline represents extent of lockdown

PMI data choppy due to re-opening of economies

GDP Growth to Q2 2020
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As expected Brexit negotiations continue to the wire...

Sterling rallies vs. Dollar - at lows vs. Euro
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Brexit Negotiations 7th Round (London)

State of Negotiations

EU Pre-Conditions
* Fisheries
e State Aid

Barnier: Other areas of disagreement
« C(Citizens Rights & Personal Data

* Road Haulage

e Social Security Co-ordination

Frost: EU need for Pre-acceptance of Fisheries & State-
Aid has “frozen” progress

* Presented draft ‘legal text.

*  “We want a deal ready by September”

8th and ‘Final’ round 07.09.20

* We need reciprocal concessions...



Why a partial deal is still most likely...

Expansive trade deal. An expansive deal was always possible...

The Fundamental problem:

e EU will not grant access to such a large and important trading partner without confidence the
UK won’t diverge from EU rules...

* UK won’t sign up to the EU’s rules in all these areas as it would hamper their ability to set
autonomous polices, and to sign meaningful trade deals with other countries

No deal still less likely ?  Both sides largely want the same thing :

* A deal with no tariffs, quotas, and minimal non-tariff restrictions

* Many non-trade areas where they have found or can find common ground, like security,
aviation etc.; As a result an agreement of some kind is highly likely.

e 2020 the end — both sides could agree to keep talking and building on this agreement...
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Timetable

Timeline now very short...October the decisive month

Negotiations on EU-UK future partnership:
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UK equity underperformance extraordinary...

An absence of post-COVID ‘growers’ across the UK An unprecedented period of UK equity underperformance

UK and Global Equity returns 2020 (GBP) UK & Global Equity performance since Brexit (GBP)
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Growth-value trade dominates UK market as it has globally...

Small cap versus FTSE100 Growth versus value
UK FTSE 100 and Small Cap performance since Brexit MSCI UK Value & Growth performance since Brexit
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UK assets still shunned by global investors, suggesting a last minute
‘signing’ could deliver strong flows back...

Bank of America Merrill Lynch Fund Manager Survey August 2020

Exhibit 11: FMS positioning vs. history
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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 adviser

For your protection, telephone calls may be recorded. This document has been issued by Sarasin & Partners LLP which is a limited liability partnership registered
in England and Wales with registered number 0C329859 and is authorised and regulated by the UK Financial Conduct Authority and passported under MiFID to
provide investment services in the Republic of Ireland.

It has been prepared solely for information purposes and is not a solicitation, or an off er 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 verifi ed 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 Bank J. Safra Sarasin Ltd. 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. Where printed by Sarasin & Partners, this document has been
printed on FSC certifi ed sustainably sourced or 100% recycled paper.

© 2020 Sarasin & Partners LLP — all rights reserved

04.09.2020
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