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Bringing you our market round-up and the latest news affecting
UK pension scheme investments

Markets relbbound strongly
out volatility continues

)Y Month in brief Risk markets remained volatile over April and

- Risk assets rebounded
strongly over the month

- This was at odds with
data released across
Europe and the US, which
showed the extent of the
shock experienced to
economic activity

- US oil prices crashed
temporarily into negative
territory for the first time
in history

rebounded strongly over the month, reversing some
of the material falls experienced from late February

to the end of March.

US stocks posted their biggest monthly
rally since 1987 helping global equities
to have their best month since 20T11.
Markets remain spurred by the speed
and scale of monetary and fiscal policy
measures globally that continued to
be added to over the month. Investors
seem to be betting on a fairly rapid
return of activity to pre-crisis levels,
encouraged by the slowing spread of
COVID-19. China lifted their lockdown
measures and others began the
process of planning the gradual lifting
of restrictions as they looked to begin
the process of returning to normal life
and reviving economic activity.

Credit spreads also rebounded,
tightening materially over the month
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from highs near the end of March,
reflecting investor sentiment that
the widespread support available

to industries and businesses should
help many to weather the storm.
The US Federal Reserve also took
the unprecedented step of including
corporate debt rated ‘high yield’ by
credit ratings agencies within its
quantitative easing program; an area
previously thought to be off-limits.
The European Central Bank is now
also expected to follow suit.

However, these market movements
came at odds with the release of
economic data over the period that
has largely been worse than expected.
Data showed that the US economy

Global equities were the strongest performer over the month
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contracted by 4.8% annualised over the first quarter
and the Eurozone contracted at its quickest pace on
record. The IMF has forecasted a global decline in
economic output of 3%, a scale not been seen since
the Great Depression.

Huge swaths of the global economy remain under
restrictive measures and unemployment continues to
rise materially. Large uncertainty also remains around
the continued economic impact that the virus will have,
which will be dependent upon how effective countries
continue to be at stemming the spread of the virus

Industry specific news released over the month
highlighted the scale of the impact the virus is having.
Most notably, US oil prices crashed temporarily into
negative territory for the first time in history as global
supply far outweighed demand leading to storage
issues. This extreme price fall occurred despite Russia
and Saudi Arabia agreeing to end their oil price war.

Strong asset performance outweighed a marginal
increase in liabilities over the month, leading to an
overall improvement in the funding level for a typical
pension scheme.

whilst re-vamping economic activity.
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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.

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

Kyle Langley
Investment Associate

0118 918 5614 kyle.langley@xpsgroup.com

Alternatively, please speak to your usual XPS Investment 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 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.
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