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Agenda

1. Presentation (15 mins).

» How far will taxes rise and what will the Budget mean for the economy?
» What will the Budget mean for housing?
« Will gilts and the pound rejoice or recoil, and what are the risks?

* Forecasts and conclusions.
2. Questions and discussion (40 mins).

3. Highlight how our online platform builds on today’s event (5 mins).
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Reeves to tighten fiscal policy by £33bn, inc. £38bn of tax hikes

£bn, 2029/30

(1) Headroom Against Fiscal Mandate (Mar. 2025) +9.9
Higher Borrowing Costs -1.8

0.3ppts Productivity Downgrade -21

(2) Headroom Against Fiscal Mandate (Nov. 2025, CE est.) -13
(3) Revenue Required to Restore Headroom (1) - (2) +23
(4) Revenue to Double Headroom +10
(5) Total Revenue Required (3)+(4) +33
Spending U-turns +5

Tax Hikes +38

Sources: OBR, Capital Economics
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https://www.capitaleconomics.com/uk-dashboards-0

Tax Packages at Fiscal Events (% of GDP in 5 Years' Time)
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https://www.capitaleconomics.com/uk-dashboards-0

The implications of the Budget for the UK economy

* Taxes for households, rather than for businesses, to do the heavy lifting.

 Higher earners, the wealthy, landlords, pensioners and owners of expensive properties hit.
» The Budget could reduce GDP by 0.3%, with 0.2% occurring in 2026.

» The Budget is more likely to lower inflation than raise it...

» ...adding to our view that inflation and interest rates will fall further than most expect.
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Nominal House Prices (2014 = 100)
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Sources: LSEG Data and Analytics, Land Registry, Capital Economics
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https://www.capitaleconomics.com/data-and-charts/uk-housing

Nominal House Prices & Gross Real Earnings (%y/y)
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https://www.capitaleconomics.com/data-and-charts/uk-housing

Illustrative Impact of Mansion Tax on Median House Price (%)
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https://www.capitaleconomics.com/data-and-charts/uk-housing

Newly Agreed Rents & RICS Demand Less Supply
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Sources: LSEG Data and Analytics, Zoopla, RICS, Capital Economics
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https://www.capitaleconomics.com/data-and-charts/uk-housing

10-Year Government Bond Yields (%)
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https://www.capitaleconomics.com/data-and-charts/uk-housing

10-Year Gilt Yield & GBP/USD
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https://www.capitaleconomics.com/data-and-charts/uk-housing

10-Year Gilt Yield & Bank Rate (%)
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https://www.capitaleconomics.com/data-and-charts/uk-housing

Forecasts & conclusions

Before Budget Policies Latest
GDP (%y/y) 1.4 (Q2) 1.5 1.2 1.5
CPI Inflation (%) 38(Sep) | 34 25 18 * Budget will be a drag on GDP growth,
inflation and interest rates.
Bank Rate* (%) 4.00 4.00 3.00 3.00
House Prices (Q4, %y/y) 2.4 (Oct)) 1.5 3.5 3.0 . Budget will be a headwind for housing
Housing Transactions (mill) 1.15(Q3) | 119 115 120 activity/prices and a tailwind for rents.
Market Rents (%y/y) 2.4 (Jul) 26 3.0 35
» Budget may add to the downward
- i 1 * (O, . . .
10-Year Gilt Yield* (%) 4.40 475 4.25 4.50 influences on gllt yleldS and the pOUﬂd.
$/£* 1.31 1.32 1.30 130
Euro/£* 1.14 1.15 1.13 1.13

Sources: LSEG, Capital Economics. * Latest 11t Nov, forecasts are end-period.
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https://www.capitaleconomics.com/uk-dashboards-0

Capital Economics Ltd
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Cardinal Place

London

SW1E 5JL

Telephone: +44 (0)20 7823 5000

Capital Economics Ltd. is registered in England,
Registration No. 2484735. VAT No. GB 198 2919 50.

Capital Economics (N.A.) Ltd
Suite 600, 77 Bloor Street West
Toronto, ON

M5S 1M2

Telephone: +1 416 413 0428

The North American office is a branch of Capital Economics (N.A.)
Ltd, a wholly-owned subsidiary of Capital Economics Ltd. Registered
in England, Registration No. 619083 1. Registered in Canada,
Registration No. BN 851886358.

Subscription enquiries: sales@capitaleconomics.com

Recruitment enquiries: business@capitaleconomics.com

Capital Economics (USA) Inc
C/O Capital Economics (N.A.) Ltd
77 Bloor Street West, Suite 600
Toronto, ON

M5S 1M2

Telephone: +1 416 413 0428

Capital Economics (USA) Inc. is registered in the State of Delaware,
1209 Orange Street, Wilmington, New Castle, Delaware 19801,
Registration No. 150368300

Capital Economics (Asia) Pte. Ltd
05-01/02, CapitaGreen

138 Market Street

Singapore, 048946

Telephone: +65 6595 5190
The Asian office, Capital Economics (Asia) Pte. Ltd, is a wholly-

owned subsidiary of Capital Economics Ltd. Registered in
Singapore, Registration No. 200909395K.

« Consultancy: commissioned.projects@capitaleconomics.com
+ General enquiries: support@capitaleconomics.com

Disclaimer: While every effort has been made to ensure that the data quoted and used for the research behind this document is reliable, there is no guarantee that it is correct, and Capital Economics Limited and its subsidiaries
can accept no liability whatsoever in respect of any errors or omissions. This document is a piece of economic research and is not intended to constitute investment advice, nor to solicit dealing in securities or investments.
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