UK economic outlook:
Where do we go from here?
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GDP fell by 20.4% in April 2020, following a fall of 5.8% in March 2020

Quarter on quarter growth and rolling three-month growth, %
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Widespread contractions across the UK economy

Agriculture

Index of Production

Mining, energy and water supply
Manufacturing

Construction

Index of Services

Wholesale, retail and motor trades
Transport and storage
Accommodation and food services
Information and communication
Financial and insurance services

Real estate

Professional, scientific and technical activities
Administrative and support activities
Public administration and defence
Education

Human health and social activities
Other services

Whole economy

Breakdown of GDP and its sub-sectors, rolling three-month growth
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Unprecedented level of Government involvement in the economy

Cost to date of furlough and self-employed
support schemes:

Government borrowed £55bn
£27.1bn s in May. Government net debt

_ _ now stands at
Covid business loans expected to reach ‘

£123bn by a2 2021 £1.95 trillion

Source: OBR
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No concensus yet around the shape of the recovery...

GDP (avg) (9.2)% 6.5%
Range (6.5)%—(12.9)% 6.2%-10.0%
CPI (avg) 0.7% 1.6%
105 Source: HM Treasury, June 2020 forecasts
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...but signs of life. July GDP likely to show lifting off the bottom

180

UK mobility trends

160 H1—

140 H-HHHHHHHL

120
100

=Driving ===Public transport

Source: Apple

—\Nalking

180

Daily cargo and tanker visits to UK ports
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Employers are showing some confidence

Total job adverts

140

I
/\A/\/\I
120 / '
100 J\‘ 2019 average = 100
N / /_/\/\\ / ——2019 all industries

L~ N N
\\\ / e==?2(020 all industries
60 \\\—\J/ ——Wholesale and retail

Catering and hospitality

|
|
40 ] IT / Computing / Software
I /\/\
| o
20 | —
I 23 Mar — start of lockdown
O T T I T T T T T | T T
& & é\é W& §gz?\ Y ¢ R & F
Source: ONS, Adzuna .

SHANGHAI-LONDON

—— CORPORATE FINANCE




What can we expect to see?

Continuing role for government — keen to

avoid downward spiral

Low inflation, low interest rates?

Debt unwind?

Lower final
demand

Lower profits

Weak labour
market and
consumer
confidence

Consumer confidence:
Support for
employment and
protection of
household income

Demand stimulus:
Investment in
infrastructure and
regional development

Policy / regulation:
Reduced bank capital
requirements?

More QE?
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What else can we expect post-Covid-19?

Regionalisation
and reshoring

Greater healthcare Longer-term changes

spending ©~ Post —7 in work patterns

Covid

\

Longer-term changes
in consumption

Accelerated
technological
change
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Scope for investment and M&A into the UK

“Global Britain” - China will need to be a part as the UK reaches out globally

Valuations of quality companies are not low but not high by historical levels
- GBP exchange rate remains attractive — but not just for Chinese investors

Who are the winners?

- e-commerce and digital economy

- media/entertainment

- healthcare and pharmaceuticals

- construction and residential real estate
- infrastructure-related

Can not ignore political dimension
- Chinese investors should focus on non-sensitive sectors and highlight the

transformational nature of their involvement 4
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