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Resolution

You may have heard there’s going to be an election this year...
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Resolution
The inflation outlook has changed markedly... Foundation

CPl inflation, outturns with OBR and Bank of England forecasts: UK
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Source: RF analysis of ONS, Consumer price inflation; Bank of England, February 2024, various; OBR, Economic and Fiscal Outlook, various. .
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Resolution
...which means the cash size of the economy is smaller Foundation

Real GDP (left panel) and nominal GDP (right panel), outturns and Bank of England and OBR forecasts: UK
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Source: RF analysis of ONS, National Accounts; Bank of England, Monetary Policy Report, various; OBR, Economic and Fiscal Outlook, various.



By 2029, the Chancellor needs to raise money to fund tax cuts

Change in public sector net borrowing between November 2023 and March 2024 forecasts

+£16bn

+£12bn

+£8bn

+£4bn

£0

-£4bn

-£8bn

-£12bn

-£16bn

2023-24

2024-25

2025-26

Source: RF analysis of OBR, Economic and Fiscal Outlook, March 2024.
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Resolution
Foundation

The Chancellor
announced nearly
£65bn of tax cuts
over the next 5
years

Funded by:

 £30bn
underlying
improvement

e £10bn extra
borrowing

e £19bn of tax
rises
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This leaves fiscal buffers wafer thin

Resolution
Foundation

Average forecast headroom by Chancellor, and equivalent March 2024 headroom against previous fiscal targets
m Average forecast headroom for each Chancellor

£40bn
£30bn
£20bn

£10bn

£0

£10bn

£20bn

£30bn

£40bn

£50bn
Osborne
(Coalition)

Notes: The equivalent March 2024 headroom measures compare to the following past fiscal targets: ‘Osborne (Coalition)’ fiscal targets relate to balancing the cyclically-adjusted current
deficit in five years; ‘Osborne’ relates to balancing public sector net borrowing in five years (original rule required this to be met in 2019-20, and then in each subsequent year); ‘Hammond’
relates to cyclically adjusted public sector net borrowing being less than 2 per cent of GDP in three years (rule referred to a fixed target year while it was in place, so comparison uses the
average time left to reach the rule over the term it applied); ‘Sunak’ relates to public sector net debt (excluding the Bank of England) falling as a proportion of GDP in three years. Source: RF
analysis of OBR, Economic and Fiscal Outlook, March 2024.

This ‘headroom’ is
second smallest on
record (at £8.9bn)
and is a third of the

average level of
past Chancellors
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Resolution
Are taxes going up or down?
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Resolution
Headline was a second 2p NI rate cut in just four months Foundation

Impact on employees of Income Tax and employee National Insurance changes taking effect in 2024: UK
excluding Scotland
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of employer National Insurance policies, nor Universal Credit means-testing.
Source: RF analysis.
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Resolution

But tax cuts ‘sandwiched’ between tax rises Foundation

Net impact of major tax measures in 2027-28, by year of implementation: UK
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Source: RF analysis.



Measures over the parliament have benefited employees in the Reﬁ,ﬂ!,'é&{%ﬂ

middle

Impact on employees of Income Tax and employee National Insurance policies in 2027-28: UK excluding Scotland
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Notes: Does not include the negative impact of employer National Insurance policies, nor Universal Credit means-testing. Precise impact of future freezes will depend on levels of inflation. @resfoundation 12

Source: RF analysis, including inflation forecast from OBR, Economic and Fiscal Outlook, March 2024.



But personal taxes are going up — so who is losing?

Resolution
Foundation

Net individual impact of this Parliament’s Income Tax and personal National Insurance changes in 2027-28 by

group: UK
Average annual gain (ignoring employer National Insurance) Share winning or losing (ignoring employer National Insurance)
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Notes: This does not account for the freezing of the employer NI threshold, which might be expected to lower pay. Precise impact of future freezes will depend on levels of

inflation.
Source: RF analysis of DWP, Family Resources Survey using the IPPR tax-benefit model, including inflation forecast from OBR, Economic and Fiscal Outlook, March 2024.

Threshold freezes
raise £41bn and NI
rate cuts give back

£21bn...

...S0 part-time
employees, the
self-employed and
all tax-paying
pensioners are
worse off
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Resolution
Big change in approach: richer and older people hit hardest Foundation

Impact of all permanent tax and benefit policies announced this Parliament, by income vigintile: UK, 2027-28
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Notes: see Back for more?: Putting the 2024 Spring Budget in context, Resolution Foundation, March 2024.
Source: RF analysis of DWP, Family Resources Survey using the IPPR tax-benefit model; ONS, Living Costs and Food Survey; HMT, policy costings. @resfoundation 14



This will still be the largest post-war tax-raising Parliament

Taxes as a proportion of GDP: UK, 1900 to 2028-29
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Foundation

Tax take is set to
rise further to
37.1% in 2028-29
(the highest since
1948), rise since
2019-20 equivalent
to £3,900 per
household
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Resolution
Tax cuts predicated on (implausible) spending cuts Foundation

Indices of real (GDP deflator adjusted) per-capita resource departmental expenditure limits (2009-10=100), all
departments, 'unprotected' and 'protected' departments
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department Home Office and Transport will receive higher funding in 2023-24.
Source: RF analysis of OBR, Economic and Fiscal Outlook, various; HM Treasury, Budget and Spending Review documents, various.



The UK living-standards outlook remains bleak...

Real average weekly earnings, outturn, successive OBR and pre-recession trend forecasts: UK
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Note: Prices deflated by CPI. Forecasts are calculated from successive OBR forecasts of average weekly wages and CPI, and indexed to the latest outturn available at the time of

the relevant Economic and Fiscal Outlook . OBR’s CPI forecasts have been seasonally adjusted.

Source: RF analysis of ONS, UK Economic Accounts; ONS, Labour market statistics; ONS, Consumer price inflation; OBR, Economic and Fiscal Outlook, various.

Resolution
Foundation

Real wages are
forecast to not
return to pre-
financial crisis peak
until 2026 — nearly
two lost decades

Real household
disposable income
is set for an
unprecedented fall
during this
Parliament
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...meaning we have fallen behind (and become more unequal) than Reﬁ,ﬂ!,'jg{%ﬂ

other advanced economies

Gini coefficient and average disposable income per capita: OECD countries, 2019
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Resolution
Will this Budget change the Government’s fortunes? Foundation

* NI cuts double down on Autumn Statement approach

* A new approach: employees biggest beneficiaries & pensioners the biggest
losers

* Big picture though hasn’t changed: Britain is a country with taxes rising and
Incomes stagnant

* Difficult for next Government to shift the dial as it will have to deal with:
* implausible spending cuts
* further tax rises
* trying to restart growth

@resfoundation 19
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WHY HAS UK GROWTH BEEN SO WEAK SINCE THE GFC?

Supply-side drivers of output growth

3.5 Labour supply m Capital Total factor productivity
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Sources: ONS, OBR, SG Cross Asset Research/Economics
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BUSINESS INVESTMENT UNLIKELY TO SIGNIFICANTLY PICK UP
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Corporation tax receipts (% of GDP) could reach its highest

levels since its introduction
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PUBLIC INVESTMENT (% OF GDP) STILL FALLING

OBR’s estimate of a 1pp GDP increase in category on real GDP
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UNPROTECTED BUDGETS FACING SQUEEZE FROM FY25 ONWARDS

Unprotected departments = Home Office, Ministry of Justice, local governments

Average annual real growth (FY25 to FY28)
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DAY-TO-DAY SPENDING NORMALLY TOPPED UP FOLLOWING SPENDING REVIEWS

Change (pp) in real RDEL envelope growth rate at Spending Reviews

The 1.1pp average increase implies extra spending of ~£20bn, which is enough to stop unprotected budgets falling in real terms
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HUNT BELIEVES PUBLIC SECTOR PRODUCTIVITY GAINS CAN OFFSET THE SPENDING SQUEEZE

« Productivity in the public sector still 6% below pre-pandemic levels, according to Hunt
 Returning to those levels could almost entirely offset the squeeze to public sector services from FY25 onwards

« £3.4bn allocated to the NHS to ramp up digitisation and automation

Hospital staffing and treatment volumes in 2023 compared with 2019 Annual growth in staffing and treatment volumes
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WHY ARE PUBLIC SERVICES SO BAD?

Government spending and revenues (% of GDP) Real departmental spending per person (2023-24 prices)
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TIGHTER PRIMARY BALANCE IS REQUIRED TO STABILISE DEBT

Debt-stabilising primary balance driven higher by interest rates, sluggish growth and QT
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CUTTING TAXES IGNORES THE REALITY OF AN AGEING POPULATION

Old-age dependency ratio to increase from 0.3 in 2023 to 0.5in 2073

OBR’s long-term spending projections Population age structure
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Sources: OBR, SG Cross Asset Research/Economics
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PEACE DIVIDEND HAS SOFTENED THE EFFECT OF AN AGEING POPULATION SO FAR

Health and defence spending (% total government spending)
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MARKET DEMAND FOR GILTS TO BE TESTED

Foreign holdings of sovereign debt (excluding foreign official sector) UK gilt issuance and change in private sector holdings of gilts
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APPENDIX - DISCLAIMER
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obligation to disclose or take account of this document when advising or dealing with or on behalf of customers. The views of SG reflected in this document may change without notice. In addition, SG may
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The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed decisions and seek their own advice regarding the appropriateness of
investing in financial instruments or implementing strategies discussed herein.  The value of securities and financial instruments is subject to currency exchange rate fluctuation that may have a
positive or negative effect on the price of such securities or financial instruments, and investors in securities such as ADRs effectively assume this risk. SG does not provide any tax advice. Past
performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Investments in general, and derivatives in particular,
involve numerous risks, including, among others, market, counterparty default and liquidity risk. Trading in options involves additional risks and is not suitable for all investors. An option may become
worthless by its expiration date, as it is a depreciating asset. Option ownership could result in significant loss or gain, especially for options of unhedged positions. Prior to buying or selling an option,
investors must review the "Characteristics and Risks of Standardized Options" at http://www.optionsclearing.com/about/publications/character-risks.jsp or from your SG representative. Analysis of option
trading strategies does not consider the cost of commissions. Supporting documentation for options trading strategies is available upon request.
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APPENDIX - DISCLAIMER

Notice to French Investors: This publication is issued in France by or through Societe Generale ("SG") which is authorised and supervised by the Autorité de Contrdle Prudentiel et de Résolution (ACPR) and regulated by the Autorité des
Marchés Financiers (AMF).

Notice to U.K. Investors: Societe Generale is a French credit institution (bank) authorised by the Autorité de Contrdle Prudentiel (the French Prudential Control Authority) and the Prudential Regulation Authority and subject to limited
regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details about the extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation by the Financial Conduct Authority
are available from us on request.

Notice to Swiss Investors: This document is provided in Switzerland by or through Societe Generale Paris, Ziirich Branch, and is provided only to qualified investors as defined in article 10 of the Swiss Collective Investment Scheme Act
(“CISA”) and related provisions of the Collective Investment Scheme Ordinance and in strict compliance with applicable Swiss law and regulations. The products mentioned in this document may not be suitable for all types of investors.
This document is based on the Directives on the Independence of Financial Research issued by the Swiss Bankers Association (SBA) in January 2008.

Notice to Polish Investors: this document has been issued in Poland by Societe Generale S.A. Oddzial w Polsce (“the Branch”) with its registered office in Warsaw (Poland) at 111 Marszatkowska St. The Branch is supervised by the Polish
Financial Supervision Authority and the French ”Autorité de Contrdle Prudentiel”. This report is addressed to financial institutions only, as defined in the Act on trading in financial instruments. The Branch certifies that this document
has been elaborated with due diligence and care.

Notice to U.S. Investors: For purposes of SEC Rule 15a-6, SG Americas Securities LLC (“SGAS”) takes responsibility for this research report. This report is intended for institutional investors only. Any U.S. person wishing to discuss this report or
effect transactions in any security discussed herein should do so with or through SGAS, a U.S. registered broker-dealer and futures commission merchant (FCM). SGAS is a member of FINRA, NYSE and NFA. Its registered address at 245 Park
Avenue, New York, NY, 10167. (212)-278-6000.

Notice to Canadian Investors: This document is for information purposes only and is intended for use by Permitted Clients, as defined under National Instrument 31-103, Accredited Investors, as defined under National Instrument 45-
106, Accredited Counterparties as defined under the Derivatives Act (Québec) and "Qualified Parties" as defined under the ASC, BCSC, SFSC and NBSC Orders.

Notice to Singapore Investors: This document is provided in Singapore by or through Societe Generale ("SG"), Singapore Branch and is provided only to accredited investors, expert investors and institutional investors, as defined in Section
4A of the Securities and Futures Act, Cap. 289. Recipients of this document are to contact Société Générale, Singapore Branch in respect of any matters arising from, or in connection with, the document. If you are an accredited investor or
expert investor, please be informed that in SG's dealings with you, SG is relying on the following exemptions to the Financial Advisers Act, Cap. 110 (“FAA”): (1) the exemption in Regulation 33 of the Financial Advisers Regulations (“FAR”), which
exempts SG from complying with Section 25 of the FAA on disclosure of product information to clients; (2) the exemption set out in Regulation 34 of the FAR, which exempts SG from complying with Section 27 of the FAA on recommendations;
and (3) the exemption set out in Regulation 35 of the FAR, which exempts SG from complying with Section 36 of the FAA on disclosure of certain interests in securities.

Notice to Hong Kong Investors: This report is distributed or circulated in Hong Kong only to “professional investors” as defined in the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”). Any such
professional investor wishing to discuss this report or take any action in connection with it should contact SG Securities (HK) Limited. This report does not constitute a solicitation or an offer of securities or an invitation to the public
within the meaning of the SFO.

Notice to Japanese Investors: This publication is distributed in Japan by Societe Generale Securities Japan Limited, which is regulated by the Financial Services Agency of Japan. This document is intended only for the Specified
Investors, as defined by the Financial Instruments and Exchange Law in Japan and only for those people to whom it is sent directly by Societe Generale Securities Japan Limited, and under no circumstances should it be forwarded to
any third party. The products mentioned in this report may not be eligible for sale in Japan and they may not be suitable for all types of investors.

Notice to Korean Investors: This report is distributed in Korea by SG Securities Korea Co., Ltd which is regulated by the Financial Supervisory Service and the Financial Services Commission.

For Documents distributed In Australia by SG Securities (HK) Limited - Notice to Australian Investors: For Documents Distributed in Australia by SG Securities (HK) Limited: This document is distributed by SG Securities (HK)
Limited, a Registered Foreign Company and Foreign Financial Services Provider in Australia (ARBN 126058688) that is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 (“Act”).
SG Securities (HK) Limited is regulated by the Securities and Futures Commission under Hong Kong laws, which differ from Australian laws. The information contained in this document is only directed to recipients who are wholesale
clients as defined under the Act.

For Documents Distributed in Australia by SG Sydney Branch - Notice to Australian investors: This document is distributed by Société Générale (ABN 71 092 516 286). Société Générale holds an AFSL no. 511956 issued under the
Corporations Act 2001 (Cth) (“Act”). Société Générale is a foreign Authorised Deposit-Taking Institution under the Banking Act 1959 (Cth) and any products described in this document which are issued by Société Générale do not form
deposits or other funds of Société Générale. No entity described in this document (aside from Société Générale) is an Authorised Deposit-Taking Institution and the transactions which may be proposed and products which may be
issued as described in this document do not form deposits or other funds of Société Générale. Unless this document expressly provides that Société Générale will provide a guarantee, Société Générale does not guarantee the
obligations of any other entity described in this document in respect of any proposed transactions or products and those obligations do not represent liabilities of Société Générale. This document is provided to you on the basis that
you are a 'wholesale client’ within the meaning of section 761G of the Act.

Notice to Indian Investors: Societe Generale Global Solution Center Pvt. Ltd (SG GSC) is a 100% owned subsidiary of Societe Generale, SA, Paris. Societe Generale SA is authorised and supervised by the Autorité de Contrdle Prudentiel et
de Résolution (ACPR) and regulated by the Autorité des Marchés Financiers (AMF). Analysts employed by SG GSC do not produce research covering securities listed on any stock exchange recognised by the Securities and Exchange
Board of India (SEBI) and is not licensed by either SEBI or the Reserve Bank of India.

For Recipients in Thailand receiving this document from offshore: This document has been distributed by SG solely at your request. This document is not intended to be either an offer, sale, or invitation for subscription or purchase
of the securities or any regulated financial services in Thailand. Neither SG, any representatives, directors, employees of SG nor any other entities affiliated with SG make any representations or warranties, expressed or implied, with
respect to the completeness or accuracy of any of the information contained in this document or any other information (whether communicated in written or oral form) transferred or made available to you.

http://www.sgcib.com. Copyright: The Societe Generale Group 2023. All rights reserved.

This publication may not be reproduced or redistributed in whole in part without the prior consent of SG or its affiliates.
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Questions & Answers Session
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Thank you!




. » FRENCH CHAMBER
Upcoming Events @ Chamber @ OF GREAT BRITAIN

Franco-British Reception at International Tasting: Wine,
Parliament Spirits & Beer (2024 edition)
Monday 25 March 2024 - 6:30 pm to 10:00 pm Wednesday 17 April 2024 - 5:30 pm to 9:00 pm
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Open to all members.
Limited to 2 tickets for Patron/Corporate members and to 1 ticket for Active members.

m French Chamber of Great Britain X @frenchchambergb
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