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Market Commentary 

The UK entered technical recession in Q4 2023 with gross 
domestic product (GDP) at –0.3% QoQ. On a monthly basis, 
GDP contracted slightly in December. Still, the bigger news 
was the revisions to previous months’ data, which showed an 
economy slowing more sharply since September 2023 than 
previously thought.

While it left interest rates at 5.25% for the fourth consecutive 
meeting, the BoE indicated that the next move would be 
a cut, but it pushed back more strongly against forecasts 
that lower rates would be imminent. Two Monetary Policy 
Committee members continued to vote to raise rates to 5.50%, 
whereas one member voted to cut rates to 5.00%. In the press 
conference, Governor Bailey noted, “We have come a long way 
… but we are not there yet [in returning inflation to target].”

In January, the headline Consumer Price Index inflation 
remained unchanged versus the December print at 4.0% YoY, 
slightly lower than consensus estimates and the BoE’s forecast 
of 4.1% YoY. Driven by base effects, particularly with energy 
prices, expectations are for the inflation print to fall further 
toward the central bank’s 2% target in the coming months.

Nominal gilt yields increased across the curve, with larger 
moves higher seen at shorter tenors (10-year yields up 33 bp) 
compared to longer tenors (30-year yields up 11 bp). Real gilt 
yields followed a similar trend, with 10-year yields rising 25 bp 
versus 30-year yields falling 3 bp.

• UK enters technical recession in  
Q4 2023

• Bank of England (BoE) keeps interest 
rates at 5.25%

• Latest UK inflation release modestly 
below market expectations
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Figure 2 Market Curves

Nominal Gilt Yields (%)

OIS Swap Spreads (bp)

Real Gilt Yields (%)

RPI Swaps (%)

  10s30s (RHS)    30s50s (RHS)    10yr    30yr    50yr

Source: Bloomberg, State Street Global Advisors, as at 29 February 2024. 
Past performance is not a reliable indicator of future performance.
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Gilt Yields OIS Swaps Swap Spreads Gilt Real Yields Gilt Breakeven RPI Swaps Iota Spread

% CoM 
(bp)

% CoM  
(bp)

bp CoM 
(bp)

% CoM 
(bp)

% CoM 
(bp)

% CoM 
(bp)

bp CoM 
(bp)

5yr 4.04 29.7 4.03 38.7 32.2 2.9 0.43 40.8 3.61 -11.2 3.89 14.3 28.7 25.5

10yr 4.12 32.9 3.84 25.6 -30.6 -0.3 0.53 24.7 3.59 8.2 3.69 13.3 9.1 5.1

30yr 4.56 10.9 3.82 11.1 -66.9 1.6 1.26 -3.0 3.28 12.9 3.30 12.2 1.5 -0.7

50yr 4.13 7.7 3.63 10.6 -48.9 2.3 0.90 -6.9 3.24 14.6 3.19 14.9 -5.1 0.3

10s30s 0.44 -22.0 -0.02 -14.5 -48.8 1.9 0.73 -27.7 -0.31 4.7 3.16 -1.1 -7.6 -5.8

30s50s -0.43 -3.2 -0.20 -0.5 18.0 0.7 -0.36 -3.9 -0.05 1.7 -0.11 2.6 -6.6 0.9

Source: Bloomberg, State Street Global Advisors, as at 29 February 2024. 
Past performance is not a reliable indicator of future performance.

Figure 1 Market Moves
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The information contained in this 
communication is not a research 
recommendation or ‘investment research’ 
and is classified as a ‘Marketing 
Communication’ in accordance with the 
Markets in Financial Instruments Directive 
(2014/65/EU) or applicable Swiss 
regulation. This means that this marketing 
communication (a) has not been prepared 
in accordance with legal requirements 
designed to promote the independence of 
investment research (b) is not subject to 
any prohibition on dealing ahead of the 
dissemination of investment research. 

This communication is directed at professional 
clients (this includes eligible counterparties as 
defined by the appropriate EU regulator) who 
are deemed both knowledgeable and 
experienced in matters relating to investments. 
The products and services to which this 
communication relates are only available to 
such persons and persons of any other 

description (including retail clients) should not 
rely on this communication.

The trademarks and service marks referenced 
herein are the property of their respective 
owners. Third party data providers make no 
warranties or representations of any kind 
relating to the accuracy, completeness or 
timeliness of the data and have no liability for 
damages of any kind relating to the use of 
such data.

Investing involves risk including the risk of loss 
of principal. 

Bonds generally present less short-term risk 
and volatility than stocks, but contain interest 
rate risk (as interest rates rise, bond prices 
usually fall); issuer default risk; issuer credit risk; 
liquidity risk; and inflation risk. These effects are 
usually pronounced for longer-term securities. 
Any fixed income security sold or redeemed 
prior to maturity may be subject to a substantial 
gain or loss. 

Equity securities may fluctuate in value in 
response to the activities of individual 
companies and general market and 
economic conditions. 

International Government bonds and corporate 
bonds generally have more moderate short-
term price fluctuations than stocks, but provide 
lower potential long-term returns. 

Derivative investments may involve risks such 
as potential illiquidity of the markets and 
additional risk of loss of principal. 

Diversification does not ensure a profit or 
guarantee against loss. 

The views expressed in this material are the 
views of the UK LDI Team through the period 

ended 29 February 2024 and are subject to 
change based on market and other conditions. 
This document contains certain statements 
that may be deemed forward-looking 
statements. Please note that any such 
statements are not guarantees of any future 
performance and actual results or 
developments may differ materially from 
those projected. 

All the index performance results referred to 
are provided exclusively for comparison 
purposes only. It should not be assumed that 
they represent the performance of any 
particular investment. 

Volatility management techniques may result in 
periods of loss and underperformance, may 
limit the Fund’s ability to participate in rising 
markets and may increase transaction costs. 

The use of leverage, as part of the investment 
process, can multiply market movements into 
greater changes in an investment value, thus 
resulting in increased volatility of returns. The 
whole or any part of this work may not be 
reproduced, copied or transmitted or any of its 
contents disclosed to third parties without 
SSGA’s express written consent. 

Increase in real interest rates can cause the 
price of inflation-protected debt securities to 
decrease. Interest payments on inflation 
protected debt securities can be unpredictable. 

Investing in swaps is highly risky. Swap 
contracts are not standardised, nor are they 
traded on an index. Rather, they are negotiated 
privately between the counterparties and are 
not settled by a centralised clearing-house. 
As such, swap contracts subject a party to 
significant counterparty risk. Swap positions 
are considered highly leveraged because the 
initial margins are significantly smaller than the 

notional value of the contracts. The smaller the 
value of the margin in comparison to the 
notional value of the swap contract, the higher 
the leverage. There are a number of risks 
associated with forward investing including but 
not limited to counterparty credit risk, currency 
risk, derivatives risk, foreign issuer exposure 
risk, sector concentration risk, leveraging and 
liquidity risks. 

The information provided does not constitute 
investment advice as such term is defined 
under the Markets in Financial Instruments 
Directive (2014/65/EU) and it should not be 
relied on as such. It should not be considered a 
solicitation to buy or an offer to sell any 
investment. It does not take into account any 
investor’s or potential investor’s particular 
investment objectives, strategies, tax status, 
risk appetite or investment horizon. If you 
require investment advice you should consult 
your tax and financial or other professional 
advisor. All information is from SSGA unless 
otherwise noted and has been obtained from 
sources believed to be reliable, but its accuracy 
is not guaranteed. There is no representation or 
warranty as to the current accuracy, reliability 
or completeness of, nor liability for, decisions 
based on such information and it should not be 
relied on as such.

The Pensions Age Awards recognises the UK 
LDI Manager of the Year award for 2024 and 
celebrates industry excellence among asset 
managers who serve UK occupational pension 
schemes. The Pensions Age Awards winners are 
chosen by a distinguished panel of judges. Eight 
firms participated in the category mentioned.
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CFA® and Chartered Financial Analyst® are trademarks of 
the CFA Institute. 

Our clients are the world’s governments, institutions and 
financial advisors. To help them achieve their financial goals we 
live our guiding principles each and every day:

• Start with rigor
• Build from breadth 
• Invest as stewards 
• Invent the future 

For four decades, these principles have helped us be the quiet 
power in a tumultuous investing world. Helping millions of 
people secure their financial futures. This takes each of our 
employees in 29 offices around the world, and a firm-wide 
conviction that we can always do it better. As a result, we are 
the world’s fourth-largest asset manager* with US $4.13 trillion† 
under our care.

* Pensions & Investments Research Center, as of December 31, 2022. 
†   This figure is presented as of December 31, 2023 and includes approximately 

$64.44 billion USD of assets with respect to SPDR products for which State 
Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the 
marketing agent. SSGA FD and State Street Global Advisors are affiliated.


