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Redington was named Specialist Investment Adviser of the Year at the Financial News 
Awards for Excellence in Institutional Asset Management for the second year running and 
has also been named Best Consulting Firm (non-asset allocation issues) in 2011. Redington 
was furthermore named Best Consulting Firm at the Life & Pension Risk Awards in 2011.  
 
tƭŜŀǎŜ ƴƻǘŜΥ ά/ǳǊǊŜƴǘ Řŀǘŀέ ǊŜŦŜǊǎ ǘƻ Řŀǘŀ ŀǎ ŀǘ ŎƭƻǎŜ ƻŦ ōǳǎƛƴŜǎǎ ƻŦ ǘƘŜ ǇǊŜǾƛƻǳǎ CǊƛŘŀȅΦ  

Economics Watch: 

WEEK BEGINNING 20
TH

 FEBRUARY 

Tuesday  E17: Consumer Confidence (February) 
 
UK: Public Sector Net Borrowing (January)  
 
UK: RightMove House Prices (February)  
 

Wednesday E17: PMI Composite (February) – Preliminary  
 
E17: PMI Manufacturing (February) – Preliminary 
 
E17: PMI Services (February) – Advance 
 

Thursday US: Initial Jobless Claims (weekly) 
 
US: Continuing Jobless Claims (weekly)  
 
US: House Price Index (December)  
 

Friday: UK: GDP (Q4) – Second Estimate  
 
UK: Index of Services (December)  
 
US: University of Michigan Consumer Confidence (February) 
 
US: New Home Sales (January)  
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Last Week’s Economics Watch 
 

Tuesday 14th February  
 

Consensus Actual Previous 

UK: CPI (Jan) MoM (YoY) -0.5% (3.6%) -0.5% (3.6%) 0.4% (4.2%) 

UK: RPI (Jan) MoM (YoY)  -0.4% (4.1%) -0.6% (3.9%) 0.4% (4.8%) 

US: Retail Sales ex. auto & gas (Jan) MoM 0.5% 0.6% -0.2% 

E17: Industrial Production (Dec) MoM (YoY) -1.2%(-1.2%) -1.1% (-2.0%) 0.0% (0.1%) 

    

Wednesday 15th February  
 

Consensus Actual Previous 

UK: Unemployment Rate (Dec) 
 

8.4% 8.4% 8.4% 

UK: Nationwide Consumer Confidence (Jan)  
 

40 47 38 

E17: GDP (Q4) QoQ (YoY) 
 

-0.4% (0.7%) -0.3% (0.7%) 0.1% (1.3%) 

US: Industrial Production (Jan) MoM 0.7% 0.0% 1.0% 

    

Thursday 16th February  
 

Consensus Actual Previous 

US: Initial Jobless Claims (weekly) (000s) 365 348 361 

US: Continuing Claims (weekly) (000s) 
 

3,495 3,426 3,526 

US: Housing Starts (Jan) MoM (YoY) 675 699 689 

US: Producer Price Index (Jan) MoM (YoY)  4.1% 4.1% 4.8% 

    

    

Friday 17th February  
 

Consensus Actual Previous 

UK: Retail Sales ex auto fuel (Jan) MoM (YoY) -0.3% (-0.1%) 1.2% (1.9%) 0.6% (1.4%) 

US: Consumer Price Index (Jan) MoM (YoY)  0.3% (2.8% ) 0.2% (2.9%) 0.0% (3.0%) 

E17: Construction Output (Dec) MoM (YoY)  - 0.3% (7.8%) 0.2% (0.4%) 

    

    

 
 

   

    

    

    

    

    



Economic Indicators Key indicators released last week  

3 
 

UK: CPI / RPI  
UK inflation slowed in January, with CPI inflation declining to 3.6% from 4.2% and RPI 
inflation to 3.9% from 4.8%. This marks the first time the RPI has been below 4% since 
February 2010 

 
 
Source: Bloomberg, Redington 
 

Eurozone: GDP  
Eurozone GDP declined in the last quarter of 2011, falling by 0.3% on a quarterly basis. This is 
the first fall since quarter two of 2009. 

 
Source: Bloomberg, Redington 

 

UK: Unemployment Rate 
UK unemployment remained at 8.4% in December. This was in line with economists’ 
expectations and is the highest level since 1995. 

 
 
Source: Bloomberg, Redington 
 

 

US: Initial Jobelss Claims  
Initial jobless claims in the US continued their downward trend, falling to 348,000. This is the 
lowest reading since early March 2008. 
 

 
Source: Bloomberg, Redington
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Equities Markets remain in risk- on mode 
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Key Economic Data / News: 
¶ Markets in risk-on mode as Greece nears second bail-out. The FTSE 100 ended the week up 0.9%, 

the S&P 500 up 1.4% and the Euro Stoxx 50 up 1.6%. Markets opened the week with some 
strength as the Greek parliament agreed to a new set of austerity measures necessary to pave the 
way for an additional €130bn in bail-out funds from the EU and IMF. Moody’s downgraded Spain 
and Portugal among others, and warned that France and the UK could be stripped of their AAA-
ratings while statistics showed the Eurozone slipped into negative growth in the fourth quarter of 
2011. Markets rallied somewhat to end the week, reflecting optimism that Greece would finally be 
granted its second bailout package and avoid a disorderly default on a 20

th
 March bond payment.  

 

¶ Banks lead European stock surges. Gains in European stocks were led by upward movements in 
bank shares. Societe Generale, France’s second largest lender, advanced 6.5% to €24.03; 
Santander, Spain’s biggest bank, increased 2% to €6.41; RBS Group climbed 3.2% to 27.6p and 
Barclays added 1.4% to close at 248.4p. Greek lenders also surged, as the country’s ASE Index rose 
5%. Piraeus Bank SA jumped 14% to 64.2 euro cents, while Alpha Bank SA advanced 16% to €1.81. 
“An agreement on Greece seems near, but I think the market mainly has been benefiting from the 
exceptional liquidity from the European Central Bank,” commented Benoit Peloille, equity market 
strategist at Natixis.  
 

¶ Emerging stocks hit six-month high. The MSCI Emerging Markets Index rose 1.3% to 1,062.46 at 
the close of business last Friday – its highest level since 4 August last year – as encouraging 
economic news from the US led to elevated hopes for positive secondary effects in the developing 
world. The index has gained 16% in 2012 so far, beating the 8.9% increase carded by its developed-
market counterpart, the MSCI World Index. “If the U.S. economy looks better, the global growth 
outlook looks more positive,” commented Michael Ganske, head of emerging markets research at 
Commerzbank AG. According to data researcher EPFR Global, investors last week pulled assets 
from developed markets in adding $2.19bn to emerging market equity funds over the five day 
period. Around 40% of the $47bn withdrawn from such funds over 2011 has already been returned 
over the current year to date. 
 

¶ Pound may strengthen to three-year high versus Euro, says SocGen. The pound may advance to a 
three-year high of 80p per euro by mid-year as the UK economy outperforms the Eurozone, 
according to Societe Generale. In a research note to clients circulated on Friday, Lauren 
Rosborough, FX strategist at the bank, advised investors that the UK stands in a position of relative 
strength when compared to the Eurozone. “The economy is on a stronger foundation,” she 
commented, as separate surveys suggested that the UK economy will expand 0.5% in 2012 while 
the Eurozone will contract by a similar amount. The pound has risen 4.7% against the Euro over 
the past six months, with the Euro worth 83p at the end of last week. 

 
 

Figure 1: Equity Market Returns 
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Source: Bloomberg, Redington 

 

Equity Markets

Index 17/02/2012 1 Week 1 Month 1 Year

S&P500 1361 1.4% 5.2% 1.6%

FTSE100 5905 0.9% 3.7% -3.0%

EuroStoxx50 2520 1.6% 5.2% -17.8%

Nikkei225 9384 4.9% 10.8% -13.4%

MSCI Emerging Markets 1062 1.9% 9.3% -4.4%

                                                           Percentage Change

 
                       

     

Volatility 

Index 17/02/2012 1 Week 1 Month 1 Year

VIX 17.78 20.79 22.20 16.59

VSTOXX 24.83 27.38 28.15 20.00

Previous figures

 

Source: Bloomberg, Redington 
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Figure 2: GBP Corporate Bond Spreads over Swaps by 
Sector  
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Source: Barclays Point and Bank of America Merrill Lynch (sub-financials only) 

News: 
¶ Moody's warns that UK could lose top rating. Ratings agency Moody’s last week placed the UK on 

review for a potential downgrade of its AAA credit rating, meaning the country could lose its top 
rating within the next 12-18 months. The agency cited a weak macroeconomic environment, 
reinforced by risks from the Eurozone crisis, as the primary driver of the decision. France and 
Austria (both downgraded last month by Standard and Poor's) were also threatened with losing 
their AAA status. Analysts were quick to stress that such a move would have very limited 
implications for the actual risk of default on UK government debt. “According to Moody's 
European issuer-weighted default rate data since 1985, the probability of a AA-rated default over 
the next 10 years versus that of a AAA is 0.55% v 0.04%", noted Richard Woolnough, fund manager 
at M&G Investments. "Headline news, but the risk of default on gilts would remain to all intents 
and purposes unchanged”, he added. 
 

¶ 122 banks placed on downgrade review. Subsequent to its sovereign debt action, Moody’s 
announced that it was placing the ratings of 114 banks in Europe and 17 global investment banks 
on review. The move affected 122 banks in total as 9 of the investment banks are based in Europe. 
All of the four of the UK'S major banks – HSBC, Barclays, Lloyds and Royal Bank of Scotland – face 
potential downgrades. The agency cited "disrupted markets and a deteriorating, uncertain 
economic outlook" for the decision while noting that doubts over the creditworthiness of 
governments exacerbated these risks. Banks in Italy (24) and Spain (21), both of which saw 
downgrades in their sovereign ratings earlier in the week, were the worst affected.  
 

¶ Greek bailout delayed yet again. A 15
th

 February emergency meeting of Eurozone finance 
ministers (the Eurogroup), which had been expected to approve Greece’s second bailout package, 
was called off amid continued doubts over the country’s commitment to austerity measures. The 
group said the leaders of Greece’s major political parties had failed to provide a written 
undertaking that the promised austerity programme will be implemented regardless of the 
outcome of April’s parliamentary election. Ministers are scheduled to meet again on Monday but 
reports suggested an agreement might involve only a temporary bridging loan until April, enabling 
the country to meet a €14.5bn bond redemption on 20

th
 March.  “The ongoing saga will likely go 

down to the wire and is, yet again, another reminder of the fragile nature of the state of affairs in 
Europe and the potential for a disorderly default”, said Michael Gapen, economist at Barclays 
Capital.   
 

¶ Data shows European companies shifting from bank to bond funding.  According to Dealogic 
data, more than €28 billion of euro-denominated, nonfinancial investment-grade corporate bonds 
have been sold this year, compared with €18 billion in the first two months of 2011. In contrast, 
global corporate loan volumes have fallen to their lowest levels since 2003. Analysts attributed the 
trend to a combination of reduced loan availability as banks strive to boost their capital ratios and 
demand from investors."In this low-interest-rate environment, [investors are] desperate for yield," 
said Louise Cooper, markets analyst at BGC Partners. "Bank deleveraging is driving it, but you've 
also got demand, and with credit markets rallying substantially, from a corporate perspective it's 
pretty cheap funding." 
 

Figure 3: GBP Corporate Bond Spreads over Swaps by 
Rating 
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Source: Barclays Point, Redington
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Figure 4: Nominal Term Structure of Gilts vs. Swaps 
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Source: Bloomberg, Redington 

Figure 5: Historical Z-Spreadsiii on Nominal Gilts 
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Source: Bloomberg, Redington 

News: 
¶ Bank of England hints at continuing low rates. The Bank of England’s latest set of 

quarterly forecasts for inflation and growth, included as part of the February inflation 
report, suggest that UK interest rates will stay on hold at the historic low of 0.5% for the 
foreseeable future. Citing Eurozone uncertainty and austerity at home as responsible for 
holding back growth, Bank Governor Mervyn King last week forecast that the UK 
economy would expand by 1.0% in 2012 and 1.8% in 2013. In the light of this, the bank 
believes that inflation, currently standing at 3.6%, is likely to fall to the official 2% target 
by the end of 2012 and be below target for the following two years. In consequence, it is 
probable that the UK “won't see policy tightening for at least another two years”, 
according to  James Knightley, senior economist at ING Financial Markets. 

¶ Figure 4  compares the term structure of nominal gilt yields to nominal swap rates and the change over the 
week. The table below shows further detail.  

¶ When Z-Spreadsi are positive, hedging nominal risk through gilts provides a positive yield pick-up compared 
to using swaps.  

Nominal Rates

Nominal Gilt Rates 2 5 10 15 20 30 40 50

Current % 0.41 0.79 1.95 2.58 3.07 3.36 3.38 3.37

1 Week Change (bps) 5 9 6 8 7 5 4 4

1 Month Change (bps) -1 4 18 28 39 39 38 36

1 Year Change (bps) -50 -164 -181 -159 -136 -111 -104 -101

Nominal Swap Rates 2 5 10 15 20 30 40 50

Current % 1.33 1.67 2.48 2.91 3.09 3.21 3.24 3.25

1 Week Change (bps) 11 11 7 6 6 5 4 4

1 Month Change (bps) 11 18 26 33 36 38 37 36

1 Year Change (bps) -57 -143 -144 -130 -116 -96 -85 -82

Difference (bps) 92 87 53 32 2 -14 -13 -11

Weekly Change (bps) -6 -2 -1 2 0 0 0 0

Tenor Points

Tenor Points

 

Z-Spreads on Gilts (bps) (change)

Gilt 17/02/2012 1 Week1 Month 1 Year

UKT 2020 -33 0 -5 -28

UKT 2038 16 1 3 -11

UKT 2055 14 1 0 -15  
 
       Source: Bloomberg, Redington

                                                                 

i
 Z-Spreads are the weighted average constant spread added to the swap zero curve to recover the market price of 

the bond. They are used as a relative value measure between the cash and the swap markets.  



Inflation   UK inflation slows to 14-month low 
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Figure 6: Gilt Breakeven Inflation vs. Inflation Swap Rates 
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Source: Bloomberg, Redington 

 

Figure 7:  UK CPI Inflation vs. 10-Year Gilt Yield  

 
Source: Bloomberg, Redington 

¶ UK inflation slowed to 14-month low. CPI inflation in the UK slowed to 3.6% in January 
as the 2011 VAT increases finally dropped out of the year-on-year comparison. RPI  
slowed to a rise of 3.9% from 4.8% in December while core inflation came in at 2.6%, 
down from 3.0% in December. The sharper decline in RPI inflation was driven by 
downward pressure from food and car insurance, which have a higher weighting in the 
RPI than the CPI. The two measures have fallen steadily since reaching 2011 highs of 
5.6% (RPI) and 5.4% (CPI) respectively in September. 

¶ US inflation eased. US CPI for January fell to 2.9% on a year-on-year basis, the lowest 
since March 2011. Core inflation was up 2.3% on a year-on-year basis, the highest since 
the twelve months to September 2008. Figures released by the Federal Reserve in 
January showed policymakers expect inflation to fall to between 1.4% and 1.8%, below 
the recently-adopted target of 2%. 

¶ Figure 6  compares the term structure of gilt breakeven inflationii and zero-coupon inflation swap rates. 

Movements in both curves over the course of the week are shown below. 

¶ When RPI swap levels are above gilt breakevens, hedging inflation exposure through gilts is more 
attractive than using swaps. 

Inflation 

Gilt Breakeven Inflation 2 5 10 15 20 30 40 50

Current % 3.01 2.09 2.40 2.70 3.08 3.31 3.32 3.34

1 Week Change (bps) 50 -6 -5 0 1 3 0 0

1 Month Change (bps) 50 -9 -2 3 12 12 13 14

1 Year Change (bps) 28 -14 -53 -55 -47 -31 -37 -35

Inflation Swap 2 5 10 15 20 30 40 50

Current % 2.77 2.95 3.22 3.36 3.42 3.56 3.57 3.54

1 Week Change (bps) 2 1 1 2 -2 2 1 -3
1 Month Change (bps) 3 -2 3 7 4 13 12 6

1 Year Change (bps) -129 -49 -25 -23 -24 -14 -11 -13

Difference (bps) -23 85 81 66 34 26 24 20

Weekly Change (bps) 48 -7 -6 -2 3 1 -1 2

Tenor points

Tenor Points

 
 
Source: Bloomberg, Redington 

                                                                 

ii Gilt breakeven inflation has been calculated as the difference between nominal and real gilt yields 
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Real Yields Gilt real yield rises at most tenors  
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Figure 8: Real Gilt Yieldiii Term Structure vs. Swaps iv 
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Source: Bloomberg, Redington 
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Source: Bloomberg, Redington 
 

Figure 9: Historical Z-Spreadsv on Index-Linked Gilts  
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Source: Bloomberg, Redington 

Real  Rates

Gilt Real Yield 2 5 10 15 20 30 40 50

Current % -2.59 -1.30 -0.45 -0.12 -0.01 0.05 0.05 0.03

1 Week Change (bps) -45 16 11 8 6 3 4 4

1 Month Change (bps) -51 14 20 25 27 27 25 22

1 Year Change (bps) -78 -150 -128 -104 -89 -80 -67 -65

Swap Real Yield 2 5 10 15 20 30 40 50

Current % -1.39 -1.27 -0.63 -0.30 -0.20 -0.17 -0.16 -0.19

1 Week Change (bps) 10 9 6 1 2 -1 -2 -3

1 Month Change (bps) 13 21 33 40 44 43 42 39

1 Year Change (bps) 84 -85 -99 -87 -76 -61 -57 -59

Difference (bps) 121 3 -18 -19 -19 -22 -21 -22

Weekly Change (bps) -55 6 5 7 4 4 7 7

Tenor points

Tenor points

 
 
Z-Spreads on Index-Linked Gilts (bps)(change)

Gilt 17/02/2012 1 Week1 Month 1 Year

UKTI 2020 3 0 -10 -14

UKTI 2037 21 1 -1 -3

UKTI 2055 22 4 -5 -8  
Source: Bloomberg, Redington.   

 
Figure 10: 30-year Real Yields 
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iii
 Gilt real yield has been calculated as the yield on index-linked gilts 

iv Swap real yield has been calculated as the difference between nominal swap and inflation swap rates 
v Z-Spreads are the weighted average constant spread added to the swap zero curve 



 Financial Stress Indicators  

            9 
 

5-year CDS Prices 
Major banks' CDS rates (a measure of the risk associated with bank debt), were relatively flat last 
week. Societe Generale and UBS fell 4bps and 6bps respectively while Deutsche Bank and 
Barclays rose 2bps and 1bps respectively. 
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Source: Bloomberg, Redington 

Bank Equity Prices 
Major banks’ equity prices rallied last week. Barclays gained 6.1%, Societe Generale rose 3.3% 
while UBS and Deutsche Bank gained 2.8% and 0.4% respectively. 
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Source: Bloomberg, Redington  

 

 

 

LIBOR/OIS Spread 
The spread between LIBOR and OIS- viewed as a measure of counterparty risk in the banking 
sector - narrowed by 3bps for the Euro, 1bps for the Pound and was flat for the Dollar. 
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Source: Bloomberg, Redington 

VIX and the VSTOXXvi 
Implied stock market volatility fell last week, with the VSTOXX declining to 24.83 from 27.38 and 
the VIX to 17.78 from 20.79. 
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vi
 The VIX and VSTOXX are volatility indices based upon the S&P500 and EuroStoxx50 respectively. They are 
ōŀǎŜŘ ƻƴ ŀ ōƭŜƴŘ ƻŦ ƻǇǘƛƻƴ ǇǊƛŎŜǎΣ ŀƴŘ ŀǊŜ ƘŜƴŎŜ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ ΨŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎΩ ƳŜŀǎǳǊŜǎΦ 
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WTI Oil Price in Major Developed Currencies   
WTI oil prices in major non-dollar currencies have tracked the US Dollar price closely since 2000, 
but the Euro and Yen have diverged considerably since 2009, indicating the two currencies are 
overvalued on an oil parity basis. 
 

 
Source: Credit Suisse, Redington 
  
 

Global Government Bonds vs. Equities  
Investment-grade global government bonds have outperformed equities by more than twofold 
since the turn of the century. Equities (without accounting for dividends) have delivered negative 
returns over this period. 

 
Source: Bloomberg,  Redington 

High Yield Credit Total Return Indices  

Since 2000, the European high yield market has significantly underperformed the US high yield 
market, while both underperformed the global high yield market.  
 
 
 

 
Source: Bloomberg, Redington 

 
Commodities: Gold, Copper, Oil  
Since 2007, gold has substantially outperformed more cyclical commodities like copper and oil, 
although oil has shown more strength than copper since last Autumn. 
 

 
 

Source: Bloomberg, Redington 
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European Commission's White Paper released 
 
The European Commission last week released its long awaited White Paper on pensions. The paper states that the Commission will, in 2012, 
present a legislative proposal to review the Institutions for Occupational Retirement Provision (IORP) directive. The idea is to "maintain a level 
playing field with Solvency II, promote more cross-border activity in this field and to help improve overall pension provision in the EU". In 
addition, the paper outlined a number of ways to help older people to continue working. Finally, it also put forward initiatives to ensure people 
who move countries can keep their pension rights. 
 
Source: Professional Pensions 
 

        
         
 

 

Pensions Regulator outlines 3 key challenges 
 
 

The chief executive of the Pensions Regulator, Bill Galvin, outlined three main challenges facing the UK watchdog in 2012: preparing employers 
and industry for auto-enrolment, regulating the vehicles into which people are automatically enrolled (as well as helping employers understand 
what differentiates a good scheme), and helping defined benefit schemes with recovery plans and valuations. With regard to the third challenge, 
the regulator plans to make a statement in April that will help schemes provide recovery plans in the following 15 months. 
 
Source: Professional Pensions 
 

 

 
 

 
!ƎƎǊŜƎŀǘŜ ǇŜƴǎƛƻƴ ǎŎƘŜƳŜǎΩ ŘŜŦƛŎƛǘ Ŧŀƭƭǎ ƛƴ WŀƴǳŀǊȅ  
 

According to the figures published on Tuesday by the Pension Protection Fund (NAPF), the aggregate deficit of the 6,432 schemes dropped to 
£265.5bn in January, from a record high of £270.8bn in December. This, however, is significantly worse than the figure in January 2011, when a 
surplus of £38.5bn was recorded. “We are all holding our breath to see what markets and regulators will throw at pension schemes next, with 
the possibility of more quantitative easing in February”, said Charles Cowling, managing director of JLT Pension Capital Strategies.  
 
 
Source: The Independent 
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Figure 11: Growth Assets 
Index Level 1 Week Change (%) 1 Month Change (%) 1 Year Change (%)

FTSE 100 5,905 0.9% 3.7% -3.0%

S&P 500 1,361 1.4% 5.2% 1.6%

Eurostoxx 50 2,520 1.6% 5.2% -17.8%

Nikkei 225 9,384 4.9% 10.8% -13.4%

MSCI World 899 1.6% 5.5% -5.5%

MSCI Emerging Markets 1,062 1.9% 9.3% -4.4%

FX Level 1 Week Change (pips) 1 Month Change (pips) 1 Year Change (pips)

GBPUSD 1.5827 72 492 (-347 )

GBPEUR 1.2046 108 6 161 

EURUSD 1.3140 (-57 ) 404 (-469 )

USDJPY 79.55 194 272 (-376 )

GBPJPY 125.92 365 809 (-883 )

CDS Levels Level (bps) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

Main Europe 137 2 (-26 ) 41 

CrossOver 598 1 (-93 ) 214 

SovX 340 11 (-20 ) 165 

Credit Spreads by Rating Level (bps) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

Aaa 80 0 (-14 ) 46 

Aa 161 0 (-23 ) 12 

A 224 0 (-32 ) 35 

Baa 326 0 (-39 ) 86 

Credit Spread by Sector Level (bps) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

Cyclicals 198 0 (-16 ) 48 

Non-Cyclicals 132 0 (-7 ) 28 

Senior-Financials 238 0 (-45 ) 73 

Sub-Financials 637 0 (-92 ) 273 

Telecoms-Utilities 198 0 (-14 ) 64 

Alternatives  Level 1 Week Change (%) 1 Month Change (%) 1 Year Change (%)

Oil (WTI Barrel/$) 103 4.6% 2.3% 6.2%

Gold (Oz/$) 1,723 0.1% 4.3% 24.5%

IPD Property Index Index Level 1 Month Change (%) 3 Month Change (%) 1 Year Change (%)

Property Return 838 0.4% 0.4% 7.8%  

Figure 12: Traditional Liability Matching Assets 
UK Gilts Level (%) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

10Y 1.95 6 18 (-190 )

20Y 3.07 7 39 (-136 )

30Y 3.36 5 39 (-112 )

50Y 3.37 4 36 (-101 )

UK Nominal Swaps Level (%) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

10Y 2.48 7 26 (-144 )

20Y 3.09 6 36 (-116 )

30Y 3.21 5 38 (-96 )

50Y 3.25 4 36 (-82 )

Gilt Breakeven Inflation Level (%) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

10Y 2.40 (-5 ) (-2 ) (-62 )

20Y 3.08 1 12 (-47 )

30Y 3.31 3 12 (-32 )

50Y 3.34 (-0 ) 14 (-35 )

UK RPI Swap Level (%) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

10Y 3.22 1 3 (-25 )

20Y 3.42 (-2 ) 4 (-24 )

30Y 3.56 2 13 (-14 )

50Y 3.54 (-3 ) 6 (-13 )

Z-Spreads Level (bps) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

UKT 2020 (-33) (-0 ) (-5 ) (-28 )

UKT 2038 16 1 3 (-11 )

UKT 2055 14 1 (-0 ) (-15 )

UKTI 2020 3 0 (-10 ) (-14 )

UKTI 2037 21 1 (-1 ) (-3 )

UKTI 2055 22 4 (-5 ) (-8 )

UK  Gilt Real Rates Level (%) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

10Y -0.45 11 20 (-128 )

20Y -0.01 6 27 (-89 )

30Y 0.05 3 27 (-80 )

50Y 0.03 4 22 (-65 )

Swap Real Yields Level (%) 1 Week Change (bps) 1 Month Change (bps) 1 Year Change (bps)

10Y -0.63 6 33 (-99 )

20Y -0.20 2 44 (-76 )

30Y -0.17 (-1 ) 43 (-61 )

50Y -0.19 (-3 ) 39 (-59 )

*IPD data as of December, all other data as at 17
th

 February.  
 

Please note: due to different data sources, combined changes in nominal and inflation  
swap rates may not match changes in real swap rates 
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