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

Brexit concerns come back
to the forefront
Month in brief
– Markets fell sharply at the
start of August as a result
of intensified tensions
between the US and China
– Brexit concerns lead to
falls in the pound
– Hints of additional monetary
stimulus in Europe drive
sovereign yields lower
– Further decline in UK
Property following political
uncertainty
– Funding levels relatively
flat over the quarter

Boris Johnson was elected as the UK’s
Prime Minister and has struck a hard
tone on Brexit, vowing that the UK will
leave the EU without a deal should the
EU be unwilling to compromise. There
is growing market concern that the UK
will drop out of the EU without a deal
and as a result, sterling hit a two year
low versus the dollar.

remains fluid. US stock markets remain
buoyed by positive earnings reports
and investors’ expectation that the
Federal Reserve would cut rates on
31 July which it did. The 0.25% cut was
the first since the end of 2008.

European bond yields sank to
unprecedented lows, with more
countries entering negative yield
The UK’s economic data appears to
territory, including previously thought
be deteriorating; growth in services has of ‘emerging market’ countries such
slowed and PMI surveys in June suggest as the Czech Republic and Hungary
an economy close to recession.
which would be expected to have
higher yields. The European Central
The market now expects the Bank of
England to cut rates in 2019 although the Bank’s hints at rate cuts and a return
to its bond-buying program continues
Monetary Policy Committee announced
the bank rate being maintained at 0.75% to drive this fall in yields.
on 1 August and its expectation that
There was a further decline in UK
rates will rise after any Brexit deal that
Property and it was reported that the
resolves uncertainties.
number of homes sold in the UK has
dropped. Political uncertainty affecting
At the start of the month US equity
the confidence of both buyers and
markets saw new highs after Donald
Trump and Xi Jinping agreed to resume sellers was believed to be a large
trade negotiations although the position contributor to the decline.

Global equities were the strongest performer over the month
One Month to 31 July 2019
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Click to watch
Beatrice’s August update
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A marginal decrease in gilt yields offset by positive equity and bond performance meant that the funding level of a typical
pension scheme would have stayed relatively flat over the month.
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up 3.5%
Funding level
down 0.4%
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The typical scheme used has an assumed asset allocation of 27% equities, 34% corporate bonds, 11.6% multi-asset, 4.8% property and 25% in liability driven
investment (LDI) with the LDI overlay providing a 50% 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 Beatrice Stanoescu.
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Alternatively, please speak to your usual XPS Investment contact.

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.
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of this document is prohibited.
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