
Month in brief
– The 20-year war in 

Afghanistan was brought  
to a chaotic end

– Emerging markets 
outperform other equity 
markets but are a long way 
short of their peak

– Inflationary pressures 
persisted but widespread 
stimulus remains in place
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Emerging market equities were the strongest performer over the month
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Emerging markets recover 
some lost ground despite 
rising Middle East tensions

Equity markets performed well despite 
this backdrop, in particular Emerging 
Markets equities which rebounded to 
help mitigate some of the sharp falls 
experienced in July and earlier in the 
year. It is not immediately obvious 
where this uptick has arisen from, 
noting continuing concerns around 
China’s regulatory pressures. It could 
reflect relatively attractive valuations 
compared to developed markets where 
valuations are more stretched. The 
US equity market was helped by very 
strong US corporate earnings reports.

Inflationary pressures persisted over 
the month, largely due to supply chain 
constraints and soaring demand.  

US consumer price increases hit a 13-year 
high in July and inflation in the Eurozone 
rose to its highest level in a decade.

The surge in the more-transmissible 
Delta Covid-19 variant has sparked 
anxiety over the continued trajectory of 
global economic growth, particularly in 
the US and China. Economists are now 
expecting the first rise in UK interest 
rates next year and the US to begin 
tapering its bond purchase program this 
year, earlier than previously expected.

In the UK these supply side problems 
were compounded by labour shortages 
resulting from July’s ‘pingdemic’, where 
workers were forced to self-isolate due 

Developments in Afghanistan largely dominated news 
stories. After the Taliban seized control of the country 
a humanitarian crisis unfolded as thousands of people 
desperately tried to leave the country, many fearing 
reprisal from the group having helped the US and UK 
during their war efforts. 

Source: Refinitiv Datastream
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to being in close contact with someone with COVID,  
and Britain’s departure from the EU. Like the US and EU, 
the UK’s inflation remains above its target.

Despite these inflationary pressures, central banks 
remained fairly united in their view that inflation would be 
transitionary and therefore, at their respective meetings 
over the month, held off removing current stimulus 
measures in place, for the time being.

Credit spreads remained relatively flat over the month.

A report from the UN’s Intergovernmental Panel on 
Climate Change, it’s first since 2013, concluded that the 
world needed to act immediately and materially to reduce 
emissions otherwise limiting global warming to either  
1.5C or even 2C above pre-industrial levels by 2100 would 
not be possible.

The funding level of a typical UK pension scheme would 
have improved over August, owing to positive asset 
performance outweighing an increase in liability values.

The typical scheme used has an assumed asset allocation of 24% equities, 33.8% corporate bonds, 12.6% multi-asset, 5% property and 24.6% in liability driven 
investment (LDI) with the LDI overlay providing a 60% hedge on inflation and interest rates. This example scheme was 80% funded in 2015.
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Assets  
up 1.3%
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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 Investments 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.

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 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. All registered at: Phoenix House,  
1 Station Hill, Reading, RG1 1NB. XPS Investment Limited is authorised and regulated by the Financial Conduct Authority for investment and general insurance business (FCA Register 
No. 528774). XPS Investment Limited is authorised and regulated by the Financial Conduct Authority for investment and general insurance business (FCA Register No. 528774).

Funding level  
up 0.4%

Alternatively, please speak to your usual XPS Investment contact.

To discuss any of the issues covered in this edition, please get in touch with Scott Millward.

Liabilities 
up 0.8%
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