Investment

Update

Equities

Global equity markets fell slightly in February by 0.2% after posting
strong returns in January. The Euro reversed some of the gains
against the US dollar, falling by 2.4%. This provided a more negative
return for hedged Euro investors, with returns of -1.8% for the month.

Inflationary concerns remained persistent with central banks
continuing to act with further interest rate hikes by the Fed (0.25%)
and ECB (0.5%).

The Eurozone led the way in February with returns of 1.8% over the
month, further contributing to the strong start this year.

Bonds

Bonds struggled over the month as a result of continued interest rate
hikes. Fed Chairman Jay Powell warned “we’ve got a long way to
go”, with further interest rate hikes expected throughout 2023.

Long-dated core Eurozone bond prices fell 5.9% over the month,
with the yield on the AAA Eurozone 15+ Year Index rising to 2.7% by
month-end. Prices decreased by 4.5% on the Euro Broad Sovereign
10+ Year Index, with its yield increasing to 3.5% by the end of
February.

Annuity Prices

Annuity prices fell over the month of February, across all sample
annuity costs.

Sample DB Scheme

The funding level of our sample DB scheme decreased by 1.2% to
98.3% as its assets decreased by a greater margin than its liabilities
(calculated using an MFS proxy) over February.

Sample DC Schemes

Our three sample DC strategies all experienced negative returns
with the pension purchase strategy performing worst due to the
higher allocation to bond assets which were most effected by rising
interest rates.

Source LCP, Bloomberg, Reuters, MarketWatch, FT, Markit, Irish Life and iBoxx
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. Feb '23 3 Months YTD 1 Year 3 Years

All returns are in € terms

% % % % % pa
Equities
FTSE World -0.2 -2.6 5.2 -1.6 11.4
FTSE World (€ Hedged) -1.8 -0.3 4.4 -4.9 10.2
FTSE Eurozone 1.8 7.8 11.6 7.2 10.0
FTSE World ex Eurozone -0.3 -3.6 4.6 -2.4 11.6
FTSE North America -0.1 -4.9 4.7 -2.9 13.1
FTSE Emerging Markets -3.9 -3.3 1.0 -8.6 3.3
Bonds
Euro Sovereign AAA (15+ yr) 5.9 122 09 [EEEEN 157
Euro Broad Sovereign (10+ yr) -4.5 -9.5 0.2 -28.0 -13.0
Euro Inflation Linked 0.2 -4.3 2.3 -15.6 -4.4
Euro Corporate (5+ yr) -2.3 -2.2 0.9 -14.6 -6.8
Other
Commodities -3.8 -3.9 -0.3 16.6
Fund of Hedge Funds 0.0 1.8 3.2 6.5
€% 2.4 09 [ 83 a3
€/£ -0.6 -1.0 4.7 0.6
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5 Years 10 Years
% pa % pa
9.9 11.2
7.6 9.8
6.2 n/a
10.4 115
12.7 14.1
2.2 4.6
-4.8 0.3
-3.7 1.8
-1.8 0.5
-2.3 11
5.6 -3.7
4.5 4.2
-2.8 -2.1
-0.2 0.2

Bond Index Yields

iBoxx Euro Sovereign AAA (15+ yr) 232 267
iBoxx Euro Broad Sovereign (10+ yr) 3.17 351
iBoxx Euro Corporates (5+ yr) 3.96 4.34
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Change in annuity prices

Cost of a

€10k Feb '23 3 months YTD 1 year 3 year 5 year 10 Year
Pension % % % % % pa % pa % pa
Annuity cost - 65 year old; no increases €176k -5.4 -9.0 -3.8 -27.5 -12.7 -5.1 -1.0
Annuity cost - 65 year old; 2% increases €222k -6.1 -10.1 -4.3 -30.6 -14.3 -5.9 -1.1
Annuity cost - 65 year old; CPI max 4% €247k -6.4 -10.5 -4.4 -29.5 -14.0 -6.1 -1.1
. Feb '23 3 Months VEEY e ERCERS
Sample Pension Schemes Date
% ) % % pa
DB Schemes
Assets 25 -6.1 20 [G54  -14 3.0
Liabilities -1.4 -2.7 0.5 -8.7 -1.9 2.7
Change in Funding Level -1.2 -3.5 15 -7.3 0.5 0.2
DC Schemes
High Risk Strategy -0.5 -1.2 2.9 -2.3 6.3 5.8
Medium Risk Strategy -2.0 -4.7 2.0 -12.2 -0.1 3.1
Pension Purchase Strategy -4.4 -9.1 -0.6 - -11.9 -3.5
T
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Equity Market Performance Sample DB Funding Level Progression (MFS Proxy Basis)
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Historical Bond Yields Sample DC Scheme Performance
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Private wealth
Investment Uncut

LCP'S PODCAST ABOUT INVESTING

Setting a good investment strategy and picking the right fun

is fundamental for wealth managers and advisers to be able

deliver better outcomes for their clients.

Hosts Mary Spencer and Dan Mikulskis are joined

by guests each week as they get beyond the

i 5 eic imvestiment thinking
jargon to try and bring sense to the world of gic investment thinking

investing and bring clarity to your investment

decisions.

LISTEN AND SUBSCRIBE —

LCP Investment Uncut Podcast LCP Investment Insights
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( HEAR FROM THE EDITOR

Watch our mal where our experts discuss the findings of our

Our sixth survey report is our largest yet, featuring responses from nearly 150 investment managers W Twitter

'ding all major institutional investment managers in the UK.

LCP Vista LCP RI Survey

This generic note should not be relied upon for detailed advice or taken as an authoritative statement of the law. If you would like any assistance or further information on the contents of this generic note, please contact the
partner who normally advises you.

All rights to this document are reserved to Lane Clark & Peacock Ireland Limited (“LCP”). This document may be reproduced in whole or in part, provided prominent acknowledgement of the source is given.

We accept no liability to anyone to whom this document has been provided (with or without our consent). Lane Clark & Peacock Ireland Limited is registered in Ireland with registered number 337796 at Office 2, Grand Canal
Wharf, South Dock Road, Dublin 4.


https://www.lcp.uk.com/our-viewpoint/2023/01/investment-uncut-why-investors-should-be-better-quitters-with-annie-duke/
https://www.lcp.uk.com/insight-hubs/investment-insights/
https://lcpuk.foleon.com/vista/lcp-vista-autumn-2022/
https://www.lcp.uk.com/events/2022/02/raising-the-bar-insights-from-our-2022-responsible-investment-survey/
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