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Technology stocks and
emerging markets suffer
heavy losses

@ Month in brief Over $500bn was wiped from the market capitalisation
of Google’s owner, Alphabet, in a single day towards
Al sell-off hits US the end of the month, with shares in the likes of Meta,

Nvidia and Intel all losing ground as Al over-spending

Emerging market equities suffer JHIEE
fears are reignited.

Uneventful UK Budget

announcement With technology stocks being a key driver of US market performance,
— - - global equities on the whole suffered as a consequence, but not to the
Oil prices rise again extent that might be assumed. However, emerging market equities were

especially badly hit by the sell-off, coupled with elevated US bond yields
and a stronger US Dollar weighing heavily on investor sentiment and
capital flows into emerging markets. This was compounded by a 20%

fall in Brazil’s equity market after the surprise election win for President
Lula da Silva. In contrast, UK equities enjoyed a decent month in October
with relatively little exposure to technology stocks.

Global bond yields trend down
over October

At the end of October, the Chancellor of the Exchequer, John Healy,
presented his Autumn Budget. It was generally well received by markets
but is set against a backdrop of wider macroeconomic challenges. One
of the Chancellor’s key priorities was to ease some of the cost-of-living
pressures that UK households are currently facing.

UK borrowing costs had risen to their highest level in almost 20 years in
early October thanks to a global bond sell-off over inflation concerns.
But Healy’s package of tax and spending plans reassured investors of

a credible plan to bring down borrowing and debt in the UK. This saw
the UK participating in the wider global bond rally with fixed interest and
index linked gilts both posting strong returns over October. The notable
) o exception to the wider global decline in bond yields was France, which
Click to watch Christine’s has witnessed rioting and disorder in response to the cost of living crisis
two-minute video. and public spending cuts.
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Fixed interest gilts posted a strong return over October
One month to 31 October 2026
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Oil prices rose above $100 a barrel during October
- and remained elevated at month end. Prices were
driven higher by renewed fears of an escalation in
tensions in the Strait of Hormuz ahead of the US
mid-term elections.

Rising energy costs were a key driver of UK CPI inflation
rising to 3.5% in the 12-months to September, up 0.4%
from August’s 12-month print. The Bank of England
subsequently voted to increase the Bank Rate by

0.25% to 4.0% at its early November meeting.

Despite its inflation challenges, the US economy
continues to expand with annualised GDP growth
reaching 3.4% in the third quarter of 2026, ahead
of expectations. US inflation stands at 3.7% but
the Federal Reserve voted to leave interest rates

unchanged during October, maintaining a relatively
hawkish policy stance.

Cryptocurrencies returned to the headlines in October
for the wrong reasons as the world’s largest crypto
exchange, Binance, was the subject of the largest
theft of crypto assets on record. $6.3bn was stolen in
a sophisticated attack with suspected links to North
Korea, highlighting the unfamiliar nature of evolving
risks associated with the new frontier of digital assets.

The rally in gilt markets served to increase the present
value of UK DB pension scheme liabilities measured
on a low-risk basis. Coupled with mixed performance
across growth markets, aggregate funding levels are
expected to have fallen modestly over the month but
remain very healthy overall.
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The charts above are based on data from The Pensions Regulator, the PPF 7800 Index and the XPS data pool. The assumptions used in the UK:DB long-term
target basis include a discount interest rate of gilt yields plus 0.5%. The assumed asset allocation is 16.9% equities, 20.0% corporate bonds, 6.9% multi-asset,
5.1% property, 3.8% private markets and 47.3% in liability driven investment (LDI) with the LDI overlay providing a 60% hedge on inflation and interest rates.

Find out more

To discuss any of the issues covered in this edition, please get in touch with Christine Burn.
Alternatively, please speak to your usual XPS contact.
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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 Group. XPS Pensions Consulting Limited, Registered No. 2459442. 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. XPS Covenant Ltd, Registered No. 08020393. XPS IC Ltd, Registered No.
9640309. XPS Investment Limited, Registered No. 6242672, authorised and regulated by the Financial Conduct Authority for investment and general insurance business (FCA Register
No. 528774). All registered at: Phoenix House, 1 Station Hill, Reading, RG1INB. APR Actuarial Solutions (Europe) Limited, Registered No. 677130. Registered at: South Point, Herbert House,
Harmony Row, Dublin 2, Ireland, DO2 H270.

Xpsgroup.com


https://www.xpsgroup.com
mailto:christine.burn1%40xpsgroup.com?subject=XPS%20Investment%20News%20%7C%20Technology%20stocks%20and%20emerging%20markets%20suffer%20heavy%20losses
https://www.linkedin.com/company/xpsgroup
https://www.linkedin.com/company/xpspensionsgroup
http://xpsgroup.com/DBUK

