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On behalf of everyone at Reed Finance, thank you for attending 
our Budget Breakfast event this morning.

The following pages of this document are a copy of David Smith’s 
slides, for your reference.

We hope you found the event both useful and enjoyable.  If we can 
be of further assistance, please don’t hesitate to contact us (in 
complete confidence) on 0207 220 4760.

Kind regards

Reed Finance - London
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Prospects in an age of 
instability
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What the government spends
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• £40.2 billion of spending cuts and tax 
hikes by 2014-15, on top of Labour’s 
plans.

• Split will be 77%-23% - £32 billion on 
spending (including £11 billion of welfare 
cuts), £8.2 billion on taxes.

• Others things being equal, a 25% real 
reduction in non-ringfenced departmental 
spending.
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• Corporation tax to be cut from 28% to 24% 
- not the lowest in the G20 but moving that 
way. Capital allowances squeezed but not 
savaged.

• Small company corporation tax rate to be 
cut from 22% to 20%.

• NI increase for employers, the “jobs’ tax”, 
effectively shelved by raising the 
threshold.
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• Entrepreneurs’ lifetime relief raised to £5 
million.

• Deficit reduction targeted on spending cuts 
rather than tax hikes with no further 
squeeze on capital spending.

• Welfare reforms should boost the supply 
of labour
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• VAT up from 17.5% to 20% from January 
4 2011, £13 billion annual tax hit.

• CGT raised on non-business assets, 
though to a maximum of only 28%.

• Most capital allowances cut from 20% to 
18%.

• £2.5 billion bank levy – will it be passed on 
to customers?
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• Growth averages 2.7%-2.8% from 2010 
onwards despite huge fiscal squeeze.

• Inflation stays on target, saving the 
government money on benefit uprating.

• Employment rises, from 28.2m to 30.1m, 
despite falling public sector employment. 
Unemployment falls.

• The economy rebalances away from 
consumers, government.
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• As massive fiscal tightenings go, it could 
have been a lot worse. Except for VAT, 
taxpayers got off lightly.

• Tough decisions on spending have yet to 
be made, and they will be tough.

• Rosy Scenario could have got at the 
OBR’s forecasts, in which case things 
might yet be a lot tougher.

• But an impressive start for the coalition.


