4
XPS Grou
' P

<(*> Month in brief

The US stock market enjoyed
its strongest month in a year
during November

The Bank of England and Federal
Reserve both voted to cut interest
rates early in the month

UK Chancellor Rachel Reeves
announced plans for “pension
megafunds” in her Mansion
House speech

UK DB pension scheme funding
was broadly flat over November

Click to watch Oliver’s
two-minute video.
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Investment News

Our market round-up and news affecting
UK investments

US equities rally on the
back of Trump’s victory
in November

The US stock market rallied in November thanks to
“Trump trades” betting on protectionist policies,
deregulation and tax cuts which provided a favourable
short-term outlook for US equities.

The S&P 500 posted its biggest monthly gain of the year in November,
rising 5.7%. Sectors such as tech, finance and industrials have all
benefitted since the announcement of a resounding Trump victory.
Crucially, the Republican party also won the House of Representatives
and Senate leaving the door wide open for the new President

to implement his agenda when he takes office in January 2025.
Meanwhile, the Federal Reserve continued its trajectory of rate cuts

by reducing borrowing costs by 0.25% to a range of 4.5% - 4.75% in

a move made shortly after the US election result was confirmed.

The Bank of England also cut UK borrowing costs by the same
magnitude to 4.75% at the beginning of the month as Governor Andrew
Bailey warned that the pace of rate cuts is now expected to slow down.
CPl inflation rose to 2.3% over the 12 months to October 2024 which
was largely expected due to a well signposted rise in household energy
costs, but the rate of inflation was still 0.1% higher than forecasted.

UK wage growth continues to slow down but is still growing by more
than inflation.

UK Chancellor of the Exchequer, Rachel Reeves, set out her plan

to consolidate the 86 local government pension schemes, worth
approximately £354bn in assets, into 8 “megafunds” during her
Mansion House speech in November. The Chancellor hopes to facilitate
more pension scheme investment into UK assets such as technology,
energy infrastructure and public services.

Of the major asset classes, only emerging market equities
posted negative returns over November
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In Asia, Chinese long-term government bond yields
have fallen below those of Japan for the first time ever
after Beijing cut interest rates in its latest attempt to
boost economic growth. China is not the only economy
to tackle challenges with its sovereign bond market

Central bank rate cuts around the globe, most notably
in the US, have seen high yield bonds continue to rally.
UK corporate bonds benefitted from the combination
of gilt yields falling and credit spreads tightening in
November. Fixed interest gilts delivered strong positive

returns and index linked gilts also finished in positive
territory but were pared back by falling long-term
inflation expectations over the month.

as French borrowing costs recently surpassed those
of Greece for the first time in decades, sparked by
the political uncertainty of Prime Minister Barnier’s

upcoming budget. Aggregate UK DB pension scheme funding on a

low-risk basis remained steady over the month.
Strong positive returns from growth assets offset
the impact of falling gilt yields which caused the
value of liabilities to rise.

Global equities benefitted from the US market rally
over November. UK equities also enjoyed a positive
month but emerging market equities posted negative
returns as China’s economic struggles continue.
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Source: XPS DB:UK www.xpsgroup.com/services/xps-pensions/xps-dbuk-funding-watch

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 Oliver Taylor.
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.
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