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UK DB Pension Schemes: Funding Levels and Risk Appetite Over Time
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Souce: https.//www.ppf.co.uk/Purple-Book. The analysis is based on Purple Book data covering the UK DB universe \
(c.£1.1 trillion of assets across ~4,840 schemes as at 2025). UK Pension funding strategy survey 2025 - PwC UK. PN
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What does the chart show?

DB pension schemes are at record funding levels. This
chartillustrates the evolution of DB pension scheme
funding levels (on the most prudent valuation basis - a
buyout valuation basis) since 2006, alongside changes in
asset allocation (equities vs. bonds). It highlights a clear
structural shift over the past two decades: improving
funding levels accompanied by a sustained reduction in
risk, reflected in declining equity exposure.

Around the Global Financial Crisis (GFC), schemes were
significantly underfunded, with the average funding ratio
in the mid-50% range on a conservative valuation basis.
Asset allocations were heavily weighted towards equities
(c.60%), reflecting reliance on return-seeking assets to
close deficits.

Over time, portfolios shifted markedly. Equity exposure
fell to around 15-20% by the early-2020s, while bond
allocations became dominant as schemes increasingly
prioritised liability matching and de-risking.

Funding levels have improved significantly, particularly
since 2020, reaching ¢c.96% by 2025. Higher gilt yields have
been the primary driver, reducing the value placed on
liabilities and accelerating progress towards full funding.
Around one-third (c.34%) of schemes are in surplus on a
conservative (buyout) basis.

Why is it important?

This improvement has introduced a key strategic decision:
whether to fully de-risk through insurance buy-out or
continue running the scheme.

While many schemes still target buy-out, there is growing
interest in running on well-funded schemes to generate
additional returns for the schemes’ members and the
sponsoring companies. Unlike buy-out, a run-on approach
may allow schemes to retain or selectively reintroduce
exposure to return-seeking assets to generate surplus.

This has become increasingly relevant in light of regulatory
developments, including the Pension Schemes Act 2026.
Proposed changes to surplus extraction rules may shift the
balance between certainty (buy-out) and additional value
(run-on).

A PwC survey suggests that four in five schemes are
considering surplus distribution. Among those planning
arun-on approach, 40% still have an aspirational target

to buy-out in the future. As a result, many UK DB schemes
are transitioning from a focus on deficit repair and de-
risking towards broader strategic capital allocation, where
investment risk may once again play a role in delivering
value.
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Global investors became more optimistic following energy-market stabilisation, but geopolitical
and climate-related risks remain elevated. The major concern for investors shifted to growth:

weaker US employment data, soft consumer conditions in the UK, and uneven global demand
raised questions about the strength of the second-half recovery.

. US

» US equities ended the week higher, with the S&P
500 posting its strongest weekly gain since May as
investors embraced the prospect of a less restrictive
Fed policy outlook.

» June non-farm payrolls increased by just 57000,
well below expectations, while unemployment fell
slightly to 4.2%, prompting markets to scale back
expectations for further rate hikes and increasing
confidence that policy easing could occur later this
year.

» Remarks from Fed Chair Kevin Warsh at the ECB’s
Sintra conference reinforced the commitment to
price stability, although investors focused more
heavily on signs of a cooling labour market.

» Market leadership broadened beyond mega-cap
technology companies, with financials and cyclical
sectors outperforming, while semiconductor shares
remained under pressure.

Europe

» The EU formally began negotiations with China over

trade imbalances, electric vehicles, rare earth exports

and broader market access, seeking to avoid a wider
trade dispute.

» The ECB's Sintra conference reinforced a
data-dependent monetary policy stance, with
policymakers emphasising inflation progress while
remaining cautious about declaring a victory over
price pressures.

» Eurozone inflation surprised to the downside,

reinforcing market expectations that policy tightening

is nearing its end.

» European equity markets rose strongly, with the Stoxx

600 reaching fresh record highs as investors became
less concerned about additional ECB tightening.
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» Political attention remained focused on Labour’s
leadership contest following Keir Starmer’s
resignation, with Andy Burnham emerging as the
overwhelming favourite to become the next Prime
Minister.

» UK markets remained relatively stable as investors
focused on assurances that fiscal discipline and
existing fiscal rules would remain intact.

» UK GDP growth for Q1 was confirmed at 0.6% quarter-
on-quarter, but the annual growth rate was 0.9%,
below the 1.1% consensus, although still pointing to a
modest growth backdrop.

» Economic data remained mixed, manufacturing
remained in expansion at 52.5, while services stayed
below the 50 threshold at 48.8, highlighting continued
pressure in parts of the economy.

& ; Rest of the World/Asia

» Qil prices were relatively stable as markets assessed
the fragile Middle East ceasefire and developments
around shipping routes and energy supplies.

» Chinese manufacturing returned to modest
expansion in June, although underlying economic
weakness continued to support expectations of
further fiscal and monetary stimulus.

» Theyenremained under pressure, keeping markets
alert to the possibility of further verbal or direct
intervention by Japanese authorities, although softer
US rate expectations provided some support towards
the end of the week.

» Economic activity from the World Cup boosted
tourism, hospitality and consumer spending across
host cities in North America.
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Asset Class / Region Currency “gejeuklfgg;gg Month to date YTD 2026 12 months
United States usD 1.8% -0.2% 9.8% 20.2%
United Kingdom GBP 16% 1.8% 9.5% 25.4%
Continental Europe EUR 2.7% 1.4% 12.8% 22.4%
Japan JPY 2.7% 17% 20.6% 470%
Asia Pacific (ex Japan) usb 1.1% 0.0% 23.9% 39.2%
Australia AUD 1.0% 0.7% 3.1% 6.2%
Global usD 2.1% 0.4% 10.1% 20.7%
Emerging Europe uUsD 3.2% 2.9% 17.7% 31.3%
Emerging Asia usD 1.0% -0.3% 279% 46.5%
Emerging Latin America usD 0.5% 0.9% 11.5% 30.3%
BRICs usD 2.0% 1.2% -10.0% -4.1%
China usD 3.4% 1.4% -13.8% -3.6%
MENA countries usD -0.4% 0.6% 0.8% -0.9%
South Africa UsD 3.2% 2.8% -2.6% 31.1%
India UsD 0.2% 1.0% -11.7% -13.2%
Global emerging markets uUsD 1.0% 0.0% 23.9% 41.7%
US Treasuries usbD -0.5% -0.1% 0.3% 3.3%
US Treasuries (inflation protected) usD -0.3% -0.1% 1.0% 3.6%
US Corporate (investment grade) usD -0.4% -0.1% 0.9% 4.6%
US High Yield UsD 0.3% 0.1% 2.0% 57%
UK Gilts GBP -0.3% -0.1% 0.0% 29%
UK Corporate (investment grade) GBP -0.2% -0.1% 0.8% 4.4%
Euro Government Bonds EUR -0.5% -0.4% 0.8% 0.8%
Euro Corporate (investment grade) EUR -0.1% -0.1% 1.2% 2.1%
Euro High Yield EUR 0.1% 0.0% 2.0% 4.1%
Global Government Bonds uUsb -0.2% -0.1% -0.7% -0.9%
Global Bonds usbD -0.3% -0.1% -0.3% 1.2%
Global Convertible Bonds usbD -0.7% -2.2% 15.5% 27.0%
Emerging Market Bonds usb -0.2% -0.2% 19% 8.8%
US Property Securities usb -0.6% 1.5% 18.6% 20.2%
Australian Property Securities AUD -3.6% -0.4% -7.2% -79%
Global Property Securities usD 0.4% 1.6% 9.8% 13.2%
Euro usD 0.4% 0.2% -2.5% -27%
UK Pound Sterling usD 1.1% 0.8% -0.7% -2.2%
Japanese Yen USsD 0.3% 0.8% -2.8% -10.1%
Australian Dollar usb 0.5% 0.4% 4.0% 5.6%
South African Rand usD 1.5% 1.1% 2.1% 8.0%
Swiss Franc usD 0.7% 0.6% -1.3% -1.0%
Chinese Yuan usb 0.3% 0.1% 3.1% 5.8%
Commodities usD 0.1% 0.0% 21.2% 25.2%
Agricultural Commodities usb 0.8% 0.8% 7.4% 29%
Oil usD 0.2% -1.1% 18.5% 4.8%
Gold USsD 2.2% 3.7% -3.4% 25.2%

Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.
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Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment
Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer or
solicitation to buy or sell. This document is not intended for use or distribution by any person in any jurisdiction in which it
is not authorised or permitted, or to anyone who would be an unlawful recipient. The original recipient is solely responsible
for any actions in further distributing this document, and in doing so should be satisfied that there is no breach of local
legislation or regulation. This document should not be reproduced or distributed except via original recipients acting as
professional intermediaries. This document is not for distribution in the United States.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control
regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding,
transfer, redemption or disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this document is issued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that the information contained is from reliable sources, but

we do not guarantee the relevance, accuracy or completeness thereof. Unless otherwise provided under UK law, MGIM
does not accept liability for irrelevant, inaccurate or incomplete information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an
investor may incur losses, including a loss of the principal invested. Past performance is not generally indicative of future
performance. Investors whose reference currency differs from that in which the underlying assets are invested may be
subject to exchange rate movements that alter the value of their investments.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds
to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual
investment management fees are payable both to the multi-manager and the manager of the underlying assets at
rates contained in the offering documents of the relevant portfolios (and may involve performance fees where expressly
indicated therein).

MGIM (Company Registration No. 3733094) has its registered office at 3 More London Riverside, London, SE1 2AQ. MGIM is
authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration no.232357), and is exempt
from the requirements of section 7(1) of the Financial Advisory and Intermediary Services Act 37 of 2002 (FAIS) in South
Africa, in terms of the FSCA FAIS Notice 9 of 2025 (published 9 January 2025). For complaints relating to MGIM’s financial
services, please contact distributionservices@momentum.co.uk. ©MGIM 2026.
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