
Month in brief
– Ongoing vaccine progress 

boosts risk market sentiment 

– Joe Biden defeated Donald 
Trump and is to become US 
President

– The Government concluded 
its RPI consultation and 
confirmed that RPI is to 
merge with CPIH from 2030
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UK equities have best month since 
1989… off the back of encouraging 
COVID-19 vaccine news

This rally was driven in the first instance 
by the relatively strong initial clarity 
around the result of the US presidential 
election, and was buoyed over the 
month by increasingly positive signs of a 
smooth transition of power from Donald 
Trump to Joe Biden. Fears dissipated of 
the election result causing widespread 
unrest and tensions around the US. The 
rally was also fuelled by the encouraging 
results that have come from multiple 
COVID-19 vaccine trials and the crucial 
role that these vaccines are now 
expected to have in getting the world 
somewhat back to normality, despite a 
worsening global coronavirus death rate. 

These developments over the month 
overshadowed concerns around the 

tight restrictions in place and the 
detriment that these measures are likely 
to have caused economies and public 
finances worldwide.

The UK Government and Bank of 
England both launched significant 
further stimulus to support the economy 
after imposing a second nationwide 
lockdown at the beginning of the 
month. These measures included an 
extension of the furlough scheme and 
the purchase of another £150bn of 
government bonds. A £4.6bn package 
was also set out to tackle the threat of 
mass unemployment. Estimated figures 
announced by the Chancellor, Rishi 
Sunak, paint a tough picture for the UK 
economy; it is expected to contract by 

Equity markets soared over the first half of November, 
helping global equities and UK equities to their strongest 
months since 2008 and 1989, respectively.

Source: Refinitiv Datastream
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11.3% in 2020 with output not expected to return to pre-
crisis levels until Q4 2022, and unemployment is expected 
to reach 7.5% next spring. A Brexit deal continues to be 
discussed and differences remain on both sides with fishing 
rights a notable sticking point. 

Credit markets also rallied over the month, as credit spreads 
tightened and prices were pushed higher.

Following a period of consultation, the Government 
announced that it is to proceed with suggested reforms to 
the Retail Price Index (‘RPI’), aligning it with the Consumer 

Price Index including owners’ occupied housing costs 
(‘CPIH’), but not before 2030. Overall, the market reaction 
to this announcement was relatively muted, confirming 
suspicions it was already ‘priced in’. However this will still have 
significant implications for many schemes. Find out more on 
this in XPS’s two-page note which gives more detail here.

UK Gilt yields fluctuated notably but increased over the 
period, which would have led to a fall in scheme liabilities. 
This, coupled with a material increase in asset values,  
would have led to an improvement in the funding level  
of a typical scheme.

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