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We think overall it is a positive and 

straight-forward Budget. There are some 

sensible and helpful economic forecasts 

from the Office for Budget Responsibility 

(OBR). Help for savers and first time 

buyers were the most eye-catching 

measures, and then there are lots of 

small nice-to-haves spread around. The 

Budget will probably be positive at the 

margin to the Conservative’s standing in 

the opinion polls. 

It is not a big-bang Budget despite the 

forthcoming election, given the 

Chancellor’s need to stick with a fiscally 

responsible mandate. The strong 

commitment to bringing down the budget 

deficit in return for long-term stability will 

be welcomed by the markets. Given the 

fiscal discipline, the squeeze on public 

spending is projected to end a year earlier 

than planned in 2019/2020, which is a 

positive. 

Revenue will be boosted by annual bank 

levy increases and the sale of assets of 

previously bailed-out banks, as well as a 

crackdown on tax avoidance – a populist 

approach to target banks and pay down 

national debt. 

The new ‘save to buy’ measure reflects 

the government’s continued eagerness to 

prop up the housing market. The 

government will fund a payment of £50 for 

every £200 saved by the individual, up to 

a maximum of £3,000 for £12,000 saved. 

Hence ‘save to buy’ is essentially a direct 

transfer of taxpayers' money to 

homeowners, unlike existing ‘help to buy’ 

schemes where the government is 

lending the money. With the effect of ‘help 

to buy’ fading, the Chancellor is hoping 

that the new scheme will provide further 

stimulus, and votes from younger people. 

There is a risk that the housing market 

heats up, but it has calmed down over the 

past year, and first-time buyers are 

struggling – so it will be viewed as a net 

positive and headline-grabbing. 

On a fixed-income related note: George 

Osborne was able to show that debt/GDP 

will, as originally planned, be falling from 

this year onwards. This is largely due to 

selling off £13 billion (out of c. £54 billion) 

of the Northern Rock/Bradford & Bingley 

mortgage book and £9 billion of Lloyds 

shares and much lower-than-forecast 

interest on debt. This means 2015/2016 

total gross debt issuance is only around 

£7 billion more than the current year, 

compared to some forecasts of £30 billion 

or more extra. The proportion of long-

dated issuance has been raised but 

clearly out of a smaller total. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This document is issued by Cazenove Capital 
Management which is a trading name of 
Schroder & Co. Limited, 12 Moorgate, London, 
EC2R 6DA. Authorised by the Prudential 
Regulation Authority and regulated by the 
Financial Conduct Authority and the Prudential 
Regulation Authority. Issued in the Channel 
Islands by Cazenove Capital Management 
which is a trading name of Schroders (C.I.) 
Limited, licensed and regulated by the 
Guernsey Financial Services Commission for 
banking and investment business; and 
regulated by the Jersey Financial Services 
Commission. 

Nothing in this document should be deemed to 
constitute the provision of financial, investment 
or other professional advice in any way. Past 
performance is not a guide to future  
performance. The value of an investment and 
the income from it may go down as well as up 
and investors may not get back the amount 
originally invested. 

This document may include forward-looking 
statements that are based upon our current 
opinions, expectations and projections. We 
undertake no obligation to update or revise any 
forward-looking statements. Actual results 
could differ materially from those anticipated in 
the forward-looking statements.  

All data contained within this document is 
sourced from Cazenove Capital Management 
unless otherwise stated. 


