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Executive Summary

Chancellor Rachel Reeves’ 2024 budget has struck

a delicate balance between stimulating growth and
maintaining fiscal credibility. While the expansionary
measures initially reassured markets, new borrowing
projections triggered a sharp rise in 10-year gilt yields,
hitting a one-year high of 4.47%. The Bank of England may
now reconsider its pace of rate cuts, with the potential for
higher inflation keeping financial markets cautious about the
longer-term impact.

What Happened:
Strategic Expansion wit

The first labour budget in years, presented by Chancellor
Rachel Reeves, marked a return to expansionary fiscal
policy, aiming to boost growth through investment in public
services and infrastructure. The budget included £40 billion
in new annual tax revenue and an added £140 billion in public
borrowing over five years to fund a £72 billion spending
increase, with approximately one-third earmarked for critical
infrastructure projects. However, forecasts for medium-
term growth remain cautious, suggesting that sustained
economic gains may be limited even with increased
investment.

Initial Market Impact: C.
Gilt Yields Surged

Initially, markets responded positively to the budget’s
structured, predictable nature. Ten-year gilt yields dropped
by 10 basis points during the speech. However, as details

of increased borrowing requirements became clear, market
sentiment shifted sharply. The yield on 10-year gilts rose by
20 basis points to reach 4.47%, the highest level in a year,
reflecting market concerns over inflation and the sheer scale
of new debt issuance. Notably, the Debt Management Office
adjusted its issuance target to £297 billion, an increase of
£19 billion from earlier forecasts, which heightened investor
vigilance.

Chart 1: 10-year Gilt yield hits its highest level in a year!
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Long-Term Outlook: Risi
Slower Rate Cuts in Foct

The long-term outlook highlights both growth ambitions and
inflationary risks. The budget’s fiscal stance is expected

to keep borrowing elevated, exerting upward pressure on
mortgage rates. For instance, the five-year UK yield reached
4.35%, prompting lenders to raise fixed mortgage rates by
up to 0.15%. This increase in borrowing costs may dampen
consumer spending, creating a drag on economic growth.
Additionally, analysts anticipate that the Bank of England
may decelerate its rate-cutting cycle in response to inflation
risks, potentially reducing the total rate cuts by 25 to 50
basis points over the next few years.

Chart 2: Market Expectations for BoE Rate Path: Limited
to Only 3 Cuts in the Coming Year!
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Conclusion: A Growth A
Economic Signals

While the budget prioritises investment in national renewal,
the surge in gilt yields reflects market skepticism over
sustained growth, despite additional spending. Higher
taxes on employers, a broadened capital gains tax, and
adjustments to inheritance tax are expected to increase
revenue, but they may also reduce hiring and impact
private investment. As inflation risks linger, the Bank of
England’s response to these fiscal measures will be critical
in stabilising both the UK economy and financial markets.

In essence, Reeves’ budget successfully avoids immediate
market disruptions but leaves open questions about the
potential long-term effects of sustained high borrowing and
inflation pressures. Expect the Bank of England to tread
carefully in the coming months.
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For further information

Gaél Fichan, Head of Fixed Income - Senior Portfolio Manager
gael.fichan@syzgroup.com
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This marketing document has been issued by Bank Syz Ltd. It is not intended for distribution to, publication, provision or use by individuals or legal entities that
are citizens of or reside in a state, country or jurisdiction in which applicable laws and regulations prohibit its distribution, publication, provision or use. It is not
directed to any person or entity to whom it would be illegal to send such marketing material.

This document is intended for informational purposes only and should not be construed as an offer, solicitation or recommendation for the subscription,
purchase, sale or safekeeping of any security or financial instrument or for the engagement in any other transaction, as the provision of any investment advice
or service, or as a contractual document. Nothing in this document constitutes an investment, legal, tax or accounting advice or a representation that any
investment or strategy is suitable or appropriate for an investor's particular and individual circumstances, nor does it constitute a personalized investment
advice for any investor.

This document reflects the information, opinions and comments of Bank Syz Ltd. as of the date of its publication, which are subject to change without notice.
The opinions and comments of the authors in this document reflect their current views and may not coincide with those of other Syz Group entities or third
parties, which may have reached different conclusions. The market valuations, terms and calculations contained herein are estimates only. The information
provided comes from sources deemed reliable, but Bank Syz Ltd. does not guarantee its completeness, accuracy, reliability and actuality. Past performance
gives no indication of nor guarantees current or future results. Bank Syz Ltd. accepts no liability for any loss arising from the use of this document.



