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<{*> Quarter in brief

US stocks were boosted in Q4
2024 by ‘Trump trades’ following
his election win

The US, UK and EU central banks
all cut borrowing costs during
the quarter

UK economic worries deepen
amidst stagflation fears and
poor growth

UK gilt yields climb sharply upon
interest rate speculation and
inflation concerns

January 2025 will see the launch
of the Charity Finance Group’s
Investment Governance Principles
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Investment News

Our market round-up and news affecting UK
investments for charity and endowment clients

US equities post their
best two-year run of the
21st Century

The S&P 500 index finished 2024 more than 20% up for
the second year running, despite a sell-off in December,
with Artificial Intelligence tech stocks the main driver
of returns over the calendar year.

The final quarter of 2024 played out against the backdrop of the re-
election of Donald Trump. This was largely positive for US stock markets
thanks to ‘Trump trades’ betting on protectionist policies, deregulation
and tax cuts from the incoming administration. US equities enjoyed their
strongest month of 2024 in November although investors cashed in on
large gains during the calendar year in a December sell-off.

UK equities enjoyed a fruitful 2024 but performance over the fourth
quarter was mixed as a result of concerns over the implications of the
Autumn budget and a general trend of de-listing away from the London
Stock Exchange. European stock performance has been more varied as
the region-wide Stoxx Europe 600 index rose by just 4.8% during the
year in contrast to the German Dax index which climbed 18.7% in 2024.
Japanese stocks also enjoyed a sustained rally in 2024, pushing the Nikkei
225 index beyond its previous high set in 1989, thanks to a weaker yen
boosting exports.

In general, emerging market equities performed well in 2024 but
performance in the fourth quarter was mixed. Chinese stocks responded
favourably to a loosening in Beijing’s monetary policy approach for

the first time since 2010 but political unrest in South Korea after the
President’s failed attempt to impose martial law dampened returns.

The Federal Reserve (Fed) cut its lending rate twice during the quarter to
a range of 4.25% - 4.5%. Despite the cuts, 10-year US Treasury yields hit

a six-month high as a result of the Fed’s cautious outlook on US inflation
which stood at 2.7% over the 12-months to November 2024. The European
Central Bank and Bank of England (BOE) also followed suit and reduced
their borrowing costs to 3.0% and 4.75% respectively.

UK Chancellor of the Exchequer, Rachel Reeves, enters the new year
grappling with rising inflation and shrinking economic growth. CPI
inflation has risen to 2.6% as of November 2024 and now stands at its
highest level in 8 months as wage growth and price increases in the
services sector keep inflation above the BOE’s 2% target.

Click to watch
James’ video.

James Stewart
Head of Manager Research


https://www.xpsgroup.com/news-views/insights-briefings/charity-investment-news-us-equities-post-their-best-two-year-run-21st-century/

UK Gross Domestic Product (GDP) also declined for Global high yield bonds enjoyed another rally over
the second successive month in October, igniting fears the fourth quarter to cap off a strong year for the

of stagflation for the UK economy. UK government asset class as borrowing costs among the major
bond yields climbed to their highest levels since the central banks have come down. Global corporate
mini-Budget of Autumn 2022 during December as debt issuance reached a record $8 trillion in 2024
investors revised expectations for the number of as companies have accelerated borrowing plans to
interest rate cuts expected in 2025 - down from four capture elevated demand for corporate bonds.

to just two quarter point rate cuts.

UK corporate bonds posted slightly negative returns
over the quarter as credit spreads tightened to offset
the impact of rising gilt yields.

Market returns

Global equities sold off in December but enjoyed a strong quarter overall. UK gilt yields rose
sharply in December to compound poor performance over the quarter.

1 month to 31 December 2024 3 months to 31 December 2024
Global equities -0.8% [l Global equities | 5.9%
UK equities -1.2% - UK equities -0.4%'
Emerging market equities m Emerging market equities I 0.2%
UK corporate bonds -0.5% I UK corporate bonds -0.2% |
High yield bonds . 0.9% High yield bonds
Fixed interest gilts Fixed interest gilts
Index linked gilts m Index linked gilts
8% -6% -4% 2% 0% 2% 4% 6% 8% -6% -4% 2% 0% 2% 4% 6%
Source: Refinitiv Source: Refinitiv
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In many ways 2024 played out how economists
were expecting - with sluggish growth,
moderating inflation and central bank rate cuts.
What wasn’t expected was the exceptional
performance of equities which continued in Q4.

Simeon Willis
Chief Investment Officer
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ARC Charity Indices

ARC Charity Indices Cumulative Performance 5 year period to 31 December 2024
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The chart above shows the cumulative performance of the ARC Charity Indices over the last five years.
These indices estimate portfolio returns generated for charities investment portfolios by asset managers
grouped into four risk segments.

ARC Charity Indices 5 year per annum rolling performance to 31 December 2024
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The above chart shows the rolling 5 year annualised performance of these indices, which continue to show
returns not much above inflation despite the returns for the year generally being in high single digits.
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XPS Investment asset class views

Asset class Favourable Neutral Unfavourable Movement
UK Equity

Developed Market Equitiy

Emerging Market Equitiy

Investment Grade Credit

High Yield Credit o

Senior Secured Direct Lending

Balanced Property o N

Private Equity

Infrastructure

Equity Protection Strategies o
Cash o

Investment Governance

Trustees of charities will be closely watching for the release of the Charity Finance Group’s Investment
Governance Principles early in 2025. These principles aim to provide a blueprint of what ‘best practice’ in
this area should look like, and will reflect both the Charity Commission’s CC14 guidance and the Charity
Governance Code. XPS has contributed to the consultation on these principles, and we are keen to promote
practical and pragmatic principles to all Charity Trustees.

Find out more

To discuss any of the issues covered in this edition, please get in touch with Simeon Willis or James Stewart.
Alternatively, please speak to your usual XPS contact.

Alasdair Gill = Fraser Weir
Head of Equities and = Senior Investment

m Xpsgroup

Charities & Endowments o Consultant

n alasdair.gill@ N fraserweir@
Xpsgroup.com Xpsgroup.com

@xpsgroup

Important information: Please note the information and opinions expressed herein do not take into account the circumstances of individual

pension funds and accordingly may not be representative of the circumstances affecting your fund. This note, and the work undertaken to produce it,
is compliant with TAS 100, set by the Financial Reporting Council. No other TASs apply. The note has been written on the basis that decisions will not
be based on its contents. Appropriate advice should be obtained before any decisions are made. The information expressed is provided in good faith
and has been prepared using sources considered to be reasonable and appropriate. While information from third parties is believed to be reliable,

no representations, guarantees or warranties are made as to the accuracy of information presented, and no responsibility or liability can be accepted
for any error, omission or inaccuracy in respect of this. This document may also include our views and expectations, which cannot be taken as fact.
The value of investments and the income from them can go down as well as up as a result of market and currency fluctuations and investors may not
get back the amount invested. Past performance is not necessarily a guide to future returns. The views set out in this document are intentionally broad
market views and are not intended to constitute investment advice as they do not take into account any client’s particular circumstances.

Please note that all material produced by XPS Investment is directed at, and intended solely for the consideration of, professional clients within the
meaning of the Financial Services and Markets Act 2000 (FSMA). Retail or other clients must not place any reliance upon the contents.

This document should not be distributed to any third parties and is not intended to, and must not be, relied upon by them. Unauthorised copying
of this document is prohibited.

© XPS Investment 2025. XPS Pensions Consulting Limited, Registered No. 2459442, XPS Investment Limited, Registered No. 6242672. XPS Pensions Limited, Registered No. 3842603.
XPS Administration Limited, Registered No. 9428346. XPS Pensions (RL) Limited, Registered No. 5817049. XPS Pensions (Trigon) Limited, Registered No. 12085392. Penfida Limited,
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XPS Investment Limited is authorised and regulated by the Financial Conduct Authority for investment and general insurance business (FCA Register No. 528774).

Xpsgroup.com


https://www.xpsgroup.com
mailto:alasdair.gill%40xpsgroup.com?subject=
mailto:fraser.weir%40xpsgroup.com?subject=
https://uk.linkedin.com/company/xpsgroup
https://twitter.com/xpsgroup

