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Strong global growth but with higher inflation

In contrast to the post-GFC, developed markets are in the driving seat

Contributions to World GDP growth (y/y) Contributions to World inflation (y/y)
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Source: Schroders Economics Group. 25 February 2022. Please see the forecast risk warning on the important information slide.
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An unbalanced recovery, particularly in the US
Supply-demand imbalance is driving inflation

Retail sales (volume)
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Source: Refinitiv Datastream, Schroders, 4 February 2022.
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US inflation expected to fall, but risks of second round effects
Strong labour market has supported wage growth

Contributions to headline CPI
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Source: Refinitiv Datastream, Schroders Economics Group. 23 February 2022. Our forecasts are based on our own assumptions which may change. We accept no responsibility for any errors of fact or opinion
and assume no obligation to provide you with any changes to our assumptions or forecasts. Forecasts and assumptions may be affected by external economic or other factors.
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Policy implications
Fiscal and monetary policy will be less supportive in 2022

Base rate Value of assets in central banks' balance sheets
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Source: Refinitiv, Datastream, Schroders, 24 February 2022.
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Risks to forecast skewed by stagflationary scenarios

Scenario analysis

Scenario impact on growth and inflation
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Source: Schroders Economics Group. 25 February 2022. Please see the forecast risk warning on the important information slide.
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Problems in Russia can disrupt commodity markets
Share of World Exports (%, 2020)
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Source: Trademap.org, Schroders Economics Group. 25 February 2022.
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Europe is vulnerable to any further increase in energy costs
Reliance on Russian oil and gas has already fed through to inflation

Y/Y
5.5% I 400
5.0% ;
4.5% f 350
0
4.0% i 300
3.5% i
3.0% i 250
2.5% |
2.0% :5 200
1.5% :
0% i ‘ ” HW! liile
0.0% i I i ,.nl” i A 100
: |
-0.5% I 50
-1.0% :
'1 .5% I O I T T T T T T T T T T T T T T T T T T T T T T
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 0001 02030405060708091011121314151617 18 19 20 21 22
mm Core mmm Food incl. alcohol & tobacco mmm Energy ——Headline —@Gas, p/therm (€ cents)  ——Brent Crude, p/b (€)

Source: Refinitiv Datastream, Schroders Economics Group. 22 February 2022.
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China: Growth continues to slow, consumption lagging
Uptick in industrial production offset by weaker retail sales and FAI

2 Year Annualised Real Growth (%)
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Source: Refinitiv Datastream, Schroders Economics Group. 31 January 2022.

Schroders



Export growth set to weaken, real estate sector still soft

Slowdown in exports may pressure renminbi
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Source: Refinitiv Datastream, Schroders Economics Group. 15 February 2022.
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Light at the end of the tunnel as leading indicators improve
Economic conditions soft at least until summer
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Source: Refinitiv Datastream, Schroders Economics Group. 22 February 2022.
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What does China’s cycle mean for markets
Still supportive of CGBs in the near term, the time for equities may be approaching
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Source: Refinitiv Datastream, Schroders Economics Group. 22 February 2022.
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EM external positions are relatively good — no crisis
Balance of payments may deteriorate in net energy importing EMs
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Treasury yields rise,
outflows from EM
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EM central banks have hiked rates aggressively
Growth expectations rolling over as tighter policy bites

4OI T L T T T T T T
2005 2007 2009 2011 2013 2015 2017 2019 2021

mmm Net Number of Rate Cuts/Hikes of 20 EM Central Bank (RHS)
—World Manufacturing PMI (Adv 2m, LHS)

Source: Refinitiv Datastream, Schroders Economics Group. 23 February 2021.
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Food and energy inflation to fall during 2022

Higher commodity prices and obvious risk
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Source: Refinitiv Datastream, Schroders Economics Group. 15 February 2022. Our forecasts are based on our own assumptions which may change. We accept no responsibility for any errors of fact or opinion
and assume no obligation to provide you with any changes to our assumptions or forecasts. Forecasts and assumptions may be affected by external economic or other factors.
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Conclusions

Solid growth

A slowdown in global growth is
inevitable, but it should remain
robust driven by developed
markets. China should improve
later this year

Source: Refinitiv, Schroders Economics Group. 23 February 2022.
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Higher interest rates

The peak in inflation is in sight but
central banks will hike rates to
ward-off upside risks, particularly in
the Fed. Energy costs a threat

3

Russia/Ukraine

Geopolitical tensions are a clear
risk to the outlook and much
depends on how bad relations
becomes. Most outcomes are
stagflationary
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Important information

For professional investors and advisers only. The material is not suitable for retail clients. We define "Professional Investors" as those who have the appropriate expertise and
knowledge e.g. asset managers, distributors and financial intermediaries.

This information is a marketing communication. This information is not an offer, solicitation or recommendation to buy or sell any financial instrument or to adopt any investment strategy.
Information herein is believed to be reliable but we do not warrant its completeness or accuracy.

Any data has been sourced by us and is provided without any warranties of any kind. It should be independently verified before further publication or use. Third party data is owned or
licenced by the data provider and may not be reproduced, extracted or used for any other purpose without the data provider's consent. Neither we, nor the data provider, will have any
liability in connection with the third party data.

The material is not intended to provide, and should not be relied on for accounting, legal or tax advice. Reliance should not be placed on any views or information in the material when
taking individual investment and/or strategic decisions.

Any references to securities, sectors, regions and/or countries are for illustrative purposes only. Schroders has expressed its own views and opinions in this document and these may
change.

The value of investments and the income from them may go down as well as up and investors may not get back the amounts originally invested. Exchange rate changes may
cause the value of any investments to rise or fall. Past Performance is not a guide to future performance and may not be repeated.

The forecasts included are not guaranteed; they are provided only as at the date of issue and should not be relied upon. Our forecasts are based on our own assumptions which may
change. We accept no responsibility for any errors of fact or opinion and assume no obligation to provide you with any changes to our assumptions or forecasts. Forecasts and assumptions
may be affected by external economic or other factors.

Issued in March 2022 by Schroders Investment Management Ltd registration number: 01893220 (Incorporated in England and Wales) which is authorised and regulated in the UK by the
Financial Conduct Authority and an authorised financial services provider in South Africa FSP No: 48998.
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