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Trustee outlook

Review at a glance

Higher gilt yields

Schemes with interest-rate hedging below 100% may
have improved funding, all else equal. Consider
whether gains create scope to de-risk or increase
hedging.

Equity gains

Most equity markets rose. Consider locking in gains
by reducing growth-asset exposure where funding
targets and the scheme’s journey plan support it.

PW

Inflation and hedging

Higher inflation expectations may warrant a review of
hedging solutions. Check whether benefit caps and
floors have changed the balance of fixed and
inflation-linked cashflows.

Buyout and credit

Indicative buyout liabilities fell as gilt yields rose.
Review affordability using scheme-specific pricing,
allowing for asset values and slightly wider credit
spreads.

Trustee focus: confirm the funding position with advisers before changing risk or hedging.

Enquiries: investment@hughespricewalker.co.uk



Macroeconomic themes PW

Inflationary pressures increased, partly reflecting higher energy prices following disruption in the Middle East.
UK CPI rose from 2.6% per annum in June to 3.1% per annum in August, while US inflation remained elevated.
Central banks remained cautious amid renewed inflation risks. The Bank of England held rates at 3.75%, while
the Federal Reserve increased rates by 0.25% in September.

Geopolitical tensions remained elevated, with Middle East disruption pushing oil prices higher and adding to
inflationary pressures.

Economic conditions remained mixed, with positive UK growth alongside a softer labour market and higher-
than-forecast Government borrowing. US economic growth slowed but remained positive, with real GDP growing
by 2.2% in Q2, following revised growth of 2.5% in Q1.

Government bond yields rose across developed markets (see page 4), reflecting persistent inflation and

expectations that interest rates could remain higher for longer.



Buyout outlook npw

The graph below shows the approximate change in UK, defined benefit, pension scheme liabilities over the past
year. Please note that the graph is for illustration only and represents general movements in UK pension scheme
buyout pricing. It should therefore not be used as a guide for any one scheme. The true cost of buyout can only be
established by obtaining an insurance market quotation.

The trend of falling liabilities broadly continued over the quarter as gilt yields rose persistently.

The approximate change in liabilities for UK pension schemes
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Gilt yields pw

Over the last quarter, 10-year nominal gilt yields increased significantly, by around 0.60%, while 20-year and 30-year
yields rose to multi-decade highs. Higher oil and wider energy prices were a key driver of the increase. Higher
sovereign bond yields increase the cost of servicing government debt, and the International Monetary Fund
subsequently called on advanced economies to reduce borrowing and debt levels.

10-year Nominal Gilt Yields as at 30 September 2026
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Credit spreads pw

Sterling credit spreads above gilts for investment grade bonds have risen slightly over the quarter, continuing the

trend which started around May.

AA credit spreads widened over the quarter by 0.09%, whilst A and BBB credit spreads both rose by 0.07%.

Sterling Credit Spreads at 30 September 2026

140 -+

120 AMWW
£ 100 -
1<)
o
N2l 80 AWJ\M\—W
(%]
©
L 60 AM
©
©
L 40 -+
&
20 A —AA —A —BBB
0 T T T
Sep 25 Jan 26 May 26 Sep 26
Source; IBoxx



Equity markets

npw

The table below shows the returns for a selection of equity market indices that are representative of a cross section

of geographic equity asset classes. Figures for periods over a year are annualised.

FTSE AII Share 2.4% 16.8% 15.5%

GIobaI MSCI World 1.9% 17.2% 18.5%
merglng Markets MSCI Emerging Markets -0.3% 31.4% 21.2%

S&P 500 2.2% 17.3% 19.5%

Source: Morningstar. All returns are rebased to sterling and in total return.

Eqmty Market Region |Market Index m 3 Years (p.a.) | 5 Years (p.a.)

11.0%
12.7%
9.8%

14.1%

» Equity markets generally rose over the quarter, providing positive returns for pension schemes with allocations to

equities, multi-asset and diversified growth funds.

* UK and US equities performed positively despite rising government bond yields, which can put pressure on equity

markets. Emerging markets fell slightly following impressive performance over the last year.

» Longer-term returns remain strong across all regions, despite periods of market uncertainty.
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Notes "pw

Hughes Price Walker Limited (HPW) is not authorised under the Financial Services and Markets Act 2000, but we are
able in certain circumstances to offer a limited range of investment services to clients because we are licensed by
the Institute and Faculty of Actuaries. We can provide these investment services if they are an incidental part of the

professional services we have been engaged to provide.

The data and research contained in this report are based upon information provided by investment managers and

other third-party sources. HPW cannot be held responsible for any inaccuracies contained within the data.
Any opinions stated in this report should not be taken as advice in any capacity.

This report cannot be disclosed to third parties without prior consent of HPW.

spricewalker
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ray.hughes@hughespricewalker.co.uk
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Investment Actuary, PhD
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