Street Lamp News

FH MANNING

Interpreting recent moves in bond markets

There have been plenty of headlines about government borrowing rates reaching levels not
seen for decades. The 10-year gilt yield reached over 5.2% in early September (bond prices
fall as yields rise). In reality, we haven't seen a sharp spike in bond yields. Instead, they've
risen slowly and steadily over recent months and years.

There are some short-term cyclical reasons why yields have risen in recent weeks, some of
which may reverse over the coming months. More significant though are the longer-term
structural drivers of higher bond yields. Reversing these will take more significant action.

What's driving higher yields?

In the short term, the stalemate in the Middle East has pushed oil and gas prices higher again.
UK and European gas prices recently reached their highest level since 2023, bringing inflation
concerns back into focus. In the US, a continuation in robust economic growth has also
strengthened the case for interest rate rises to avoid overheating, while large debt issuance
from AI hyperscalers may have also contributed to higher yields.

The longer-term drivers are more structural. High and growing government debt across the
Western world means a greater supply of government bonds, while there seems to be little
political appetite for balancing budgets any time soon.

At the same time, traditional buyers such as defined benefit pension schemes and central
banks aren’t absorbing as much supply as they did in the 2010s. This isn't just a UK issue - it's
affecting bond markets around the world. However, the 2022 mini budget has made investors
particularly alert to weakening fiscal credibility in the UK. As a result, the gilt market can be
more sensitive when global bond markets are falling.

Japan is another factor. As the Bank of Japan moves away from a zero-interest-rate
environment, some Japanese investors may choose to keep more of their savings at home.
This could reduce an important source of global demand for government bonds.

The role of bonds in portfolios

Bonds’ role in investors’ portfolios has changed in recent years. Their ability to diversify
portfolios may have weakened in an inflationary environment, but the yields now on offer can
still provide attractive risk-adjusted returns. As a result, bonds continue to play an important
role in diversified portfolios.

Markets remain resilient

The period began with strong equity returns as better-than-expected corporate earnings,
continued strength in the technology sector and the Federal Reserve’s return to interest rate
cuts, boosted investor confidence. In the final quarter of 2025, concerns around high
technology sector valuations and the level of Al spending emerged, but equity performance
remained strong.

These trends continued into 2026, until the US and Israel’s attacks on Iran at the end of
February triggered a sharp fall in global equities, ending the first quarter of 2026 in negative
territory. Global equities rebounded over the second quarter as investors refocused on resilient




corporate earnings and renewed optimism around AI. Progress towards a peace framework and
the reopening of the Strait of Hormuz helped push energy prices lower, providing further
support for global equity markets.

Central bank policy developments

During the second half of 2025, the Bank of England reduced interest rates by 0.5% to 3.75%,
while the Federal Reserve resumed its rate cutting cycle in late 2025, lowering rates by 0.75%
to 3.75%. Both central banks paused further cuts in 2026, particularly following the escalation
of conflict in the Middle East and the potential inflationary pressures this created.

Equity market performance

Despite periods of volatility driven by geopolitical events, global equity market performance
was positive over the 12 months to 30 June 2026. Asia Pacific ex Japan and Japan were the
strongest-performing regions, supported by their significant exposure to the technology sector,

particularly chipmakers.

Fixed income and credit markets

Bond markets also delivered positive returns. Gilt returns were positive despite yields rising
over the period (bond prices fall as yields rise). Political uncertainty in the UK and conflict in
the Middle East pushed yields higher during April and May 2026, but the income on bonds
offset the price drop, resulting in a modest positive performance.

Corporate bonds outperformed government bonds, supported by strong earnings growth. High-
yield bonds delivered robust 12 month returns as credit spreads (the additional yield received
on corporate over government bonds) fell over the period (bond prices rise as spreads fall).
Emerging market bonds delivered strong 12-month returns, benefitting from a stronger US

dollar.
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Autumn brings with it many
changes: children and
grandchildren back to school,
the cooler shift in weather,
and our jumpers and coats
gradually reemerging from
our cupboards.

Can we suggest one more
change to add to the list this
Autumn?

Personal Financial
Planning Portal

If you are not yet registered
on our Personal Financial
Planning (PFP) Portal, now is
the perfect time to do so.

The Personal Financial

Is your Civil Service
Pension Statement telling
the whole story?

Annual Benefit Statements
can be a useful way of
keeping track of your
pension, but for some Civil
Service employees they can
be surprisingly difficult to
understand — particularly if
you have pension benefits in
more than one section of the
scheme.

For example, some members
may have benefits in the
Classic scheme as well as
Alpha. These two parts of
the pension work differently,
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"Three days of walking
with strangers. It was the
kind of potentially awful
experience she needed.”




Planning Portal allows you
to:

e Keep track of your
financial affairs in
one place

e View your financial
plans, access
important
documents, and keep
track of your
investments and
pensions from your
computer, tablet or
smartphone

e COMING SOON!
Access and review
your financial
information ahead of
your annual review,
helping us to make
better use of our
scheduled time
together

You can follow the Client
Login link on our website,
www.fhmanning.co.uk, and
click register.

If you need help registering,
please speak to us and we
will be happy to assist.

Charity Donation

We are very pleased to share
that, because of your
referrals, we have been able
to donate to the Ellen
MacArthur Cancer Trust.

This incredible charity
provides any young person
who has been treated for
cancer across the UK, with a
free four day sailing
experience to help them

and the figures shown on an
Annual Benefit Statement
can therefore require a little
more investigation.

Classic is a final salary
scheme, while Alpha is a
career-average scheme. Civil
Service Pension guidance
confirms that where a
member has both legacy and
Alpha benefits, the legacy
benefits can be linked to
their final pensionable
earnings when they leave
the Civil Service.

This means that if you are
approaching retirement, it is
worth taking the time to
understand exactly what
your statement is showing
and how your different
periods of service have been
treated. The figure on the
statement may not
necessarily tell the whole
story without considering the
underlying scheme rules and
your individual
circumstances.

If you are unsure about your
Civil Service pension
benefits, particularly if
retirement is approaching,
you may wish to contact Civil
Service Pensions for
clarification or seek
independent financial advice.
A little time spent checking
the figures now could help
you make more informed
decisions about your
retirement.

Check when you can
expect a reply from HMRC
We often get questions from
our clients about a query or
request they have made to
HMRC, for which they are
still awaiting a reply.

The link below will take you

to an online tool, where you
can check wait time for your
response:

Marnie is stuck. Stuck
working alone in her London
flat, stuck battling the long
afternoons and a life that
often feels like it's passing
her by. Michael is coming
undone. Reeling from his
wife's departure, increasingly
reclusive, taking himself on
long, solitary walks across
the moors and fells. When a
persistent mutual friend and
some very English weather
conspire to bring them
together, Marnie and Michael
suddenly find themselves
alone on the most epic of
walks and on the precipice of
a new friendship. But can
they survive the journey?

You Are Here by David
Nicholls (the author of the
very well loved One Day) is
full of wonderfully witty and
raw conversations between
two strangers who feel lost
and alone. If you love the
picturesque beauty of the
Lake District, you will have a
great time exploring the
Lakes, the Yorkshire Dales
and the North York Moors
with Marnie and Michael.
What better backdrop to
explore the deepest and
most natural needs of
humankind: to be seen,
known and loved. Through
the ups and downs of their
hike (literally and
metaphorically!) we are
treated to a brilliantly
banter-filled rom com like no
other.

As always, we have 2 copies
of the book to give away to
the first 2 people to send me
an email.

If you are not fortunate
enough to receive a

copy, you can purchase the
book through our online
bookshop, where we will be
featuring all our previous
book club books over the
coming weeks. Buying it
through us will generate a
small amount of money for
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rediscover what they are
capable of post-recovery.

Check when you can expect
a reply from HMRC - GOV.UK

This can be used to check
requests made about a
variety of topics, such as
Income Tax, Inheritance
Tax, Self Assessment, tax
credits, etc.

us, which we can donate to
charity.

The Street Lamp News
Online Book Shop

Interesting fact: The portrait on a banknote is often slightly off-centre because central positioning
wears out faster when notes are folded.

We are regulated by the Financial Conduct Authority.

Our numbers are as follows:

Office 01507 527383 (mail@fhmanning.co.uk)
Claire 07511 156440 (cim@fhmanning.co.uk)
Cole 07544 164628 (cwgm@fhmanning.co.uk)
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