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The mini-budget – ‘not a Budget’ 

 

Last week the newly appointed chancellor, Kwasi Kwarteng, delivered his mini-budget (but it 
wasn’t the actual Budget - according to the Tories) and if you didn’t know him before, you 
certainly will now.   
 
While the mini-budget provided some relief for basic and additional rate tax earners, global 
confidence in the UK being able to deliver a sustainable path to growth while controlling rising 
inflation for investors seems to have all but evaporated.   
 
The International Monetary Fund (IMF), whose main focus is to support global economies, 
normally keeps quiet concerning government policies, however they chose to highlight their 
concerns regarding the impact the ‘not a Budget’ will have on future growth and inflation.  
Mark Carney, previous Governor of the Bank of England, took to Radio 4 this morning to 
criticise the government and warned that the price of last week’s mini-budget were 
“unfunded and uncosted”. 
 
Essentially, the gift of lower taxes to the public does little to help the treasury collect revenue 
to meet its increasing debt costs. 
 
I’ve highlighted in the past, markets typically move between greed and fear during an 
economic cycle where stability is often underpinned by clear governance and ultimately 
confidence.  When confidence falls, stability weakens, and volatility arrives.   
 
As a result of low confidence, demonstrated by Sterling’s rapid fall, particularly against the 
dollar which impacts the UK’s global costs which are often traded in dollars (two of the most 
notable are global Gas and Oil supplies) the Bank of England were forced to make a U-turn on 
their policy to sell their stock of Gilts re-opening their Quantitative Easing programme to once 
again start to buy long dated Gilts.  Notably, the Bank of England did its job, averting a 
systemic risk yesterday which would have swamped the gilt market at a time when pension 
schemes were also selling to meet their obligations.  In times of crisis, you sell what you can, 
not what you want to, meaning pension schemes who are the largest holder of gilts, were 
potentially being forced to sell their assets when prices were already falling, a situation which 
could have gained momentum and led values spiralling further out of control.   
 
Many have commented on the events of this week and the underlying message is one of 
perceived chaos between the UK market, the UK government and the relative consistency 
and forward thinking of the Bank of England.   
 
Fundamental investing, a process of selecting companies based on their long term service 
offering and established performance often show fair value at a time when others are losing 
their heads.  At this precise moment in time there appears to be no hiding place for investors 
to seek reprieve from the woes of the market.    
 



 

The newly formed government is now trapped, apparently unwilling to react to criticism and 
intent on sticking by its initial fiscal decisions irrespective of the short term damage it appears 
to have created.  The Government will be aware of this and could be under pressure to reverse 
some of its recent announcements in the weeks ahead.   
 
It’s not until we get greater clarity and a more joined up thinking, will we be able to make 
positive decisions to move portfolios in the right direction to assist in recovering some of the 
recent but largely short term damage done. 
 
A change in direction, or a softening of Kwasi’s initial tax cuts will have the greatest impact on 
your portfolios, rather than us simply trimming the edges in the meantime.  We are engaging 
with fund managers concerning their positions and will advise you of any changes that may 
become necessary. 
 
In the meantime, I am pleased to provide as summary of the recent mini-budget changes from 
AEGON which no doubt will come under further scrutiny in the weeks ahead.   
 
https://www.aegon.co.uk/content/dam/ukpaw/hidden/budget-analysis-september-
2022.pdf 
 

Warmest regards, 
 

Wesley Fox  Dip (PFS) 

Managing Director 
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