The Lewis Workplace Pension Trust
Newsletter
Welcome to our quarterly newsletter that provides a brief stock market overview and
performance update in relation to our Auto Enrolment pension funds for the quarter
ending 31st December 2020.
The Trustees of TLWPT would like to remind everyone that The Pensions Regulator is
concerned about the rising number of fraud cases in relation to pension scamming. We
would therefore ask you to forward this email to all members of staff, not only as we
want them to engage in their retirement savings but the newsletter also provides a link
to The Pensions Regulator website which offers advice on preventing scamming and
fraud.

Market Overview

If someone had been oblivious to the news flows during 2020 and looked at global stock
market performance (the FTSE100 aside) across the varying timescales over the last 12
months, then they’d be thinking 2020 had been very positive for investment markets and
economic data had been strong. There is now little evidence of the 30%+ dips in value that
equity markets witnessed in February and March and we’d all agree to gladly see the back
of 2020 and the massive impact the pandemic is having on the world.
Positivity in global stock markets continued during the last quarter to 31st December 2020,
with the frequent visitor of the “Santa rally” providing a small boost to markets late on. The
US market reached a new all-time high on the last trading day of December, with the
Japanese Nikkei now at levels not seen since 1990. Despite the on-going uncertainty of the
pandemic, we expect positive equity returns to be maintained during 2021.

As mentioned in previous newsletters, the one market that has been a laggard is the UK
FTSE100 Index and whilst the quarterly performance has been strong, it remains in negative
territory for the 12 months to 31st December 2020. The deal/no deal soap story of Brexit
continued to rumble on until the 11th hour until finally, the breakthrough was made. The
FTSE100 Index rose by 10% during the past 3 months but was down by 14.3% in the 12
month reporting period.
Although economic data for all nations will be muted, the outlook for the UK now looks better
with the trade deal signed and businesses on both sides of the Channel now able to plan for
the future, although we are mindful of the recent spike in COVID infection rates and the latest
lockdown. We mentioned last quarter that our exposure to the UK had impacted returns
slightly but are happy to maintain our weighting in the expectation that the UK market
outperforms, having been out of favour with many overseas investors.
The UK’s latest CPI inflation rate for November fell slightly to 0.6% and our expectation for
inflation during 2021 will be of a similar level as the economy recovers. Similarly, interest
rates will remain low for the foreseeable future, with some commentators suggesting years
of virtually zero or near zero rates. Many investors will have seen savings rates disappear
even further in November, for example NS&I, who effectively

In the Eurozone, some lockdowns are working but expect new regional restrictions over the
winter as outbreaks occur, such as the recent case in Germany forcing retail and schools to
close until mid January. Similar to many other countries, we expect this to continue until a
vaccine becomes widely available during 2021. Europe is poised for a strong post-vaccine
recovery. Its economy suffered a big hit from the pandemic, so can rebound from a low base.
In addition, Europe is more exposed to global trade and will be a beneficiary of a recovery in
Chinese demand. Similarly, Europe has traditionally derived its earnings from financials,
industrials and materials, and will likely outperform in the post-vaccine recovery phase

The Presidential election in the US had a positive impact on equity markets, with both the
S&P500 and DJIA reaching new all-time highs and this with a backdrop of a surge in new
COVID-19 cases during the quarter. Joe Biden’s inauguration to become the new President is
set for the 20th January and we have seen markets react positively to the news and expect
the US economy to recover further, providing support is maintained from the Federal
Reserve. Technology stocks have benefitted enormously during the pandemic and we expect
a gradual rotation away from these relatively expensive sectors into more industrial value
stocks. It will be interesting to see what develops between the US/China trade war although
we are hopeful that Biden will be more approachable for trade talks with his opposite
number in China.

In Asia, new cases of COVID seem to be steady or declining, providing renewed optimism
for 2021. At the time of writing, the number of daily new cases in China was just 17,
compared to approximately 180,000 in the US. This general lowering of infection cases will
help Asia and Emerging Markets to benefit from a global economic recovery. Emerging
markets have been
particularly vulnerable to the economic and medical consequences of the pandemic and
expect this to continue until a vaccine is widely available. Hardest hit have been Latin
America, Africa and West Asia, and it will likely take longer for vaccine supplies to reach the
general population due to issues with infrastructure, transport and facilities able to cope
with the refrigeration of the vaccines.
The Chinese economy has almost returned to pre-pandemic output levels and given the
depth of the first quarter downturn, represents quite an achievement. In comparison, the
International Monetary Fund (IMF) does not expect other large countries to return to preCOVID economic levels until at least 2022. The Chinese government are now turning their
attention to domestic demand and to gradually move away from the reliance on exports.
As mentioned above, the Japanese Nikkei index rose strongly to reach levels not seen since
1990 despite concerns that the economy would suffer due to their ageing population being
hit hard by the virus. That said, infection and death rates per capita are among the lowest in
the developed world. Earlier in the year saw the resignation of Japan’s longest serving
prime minster, Shinzo Abe, known for his Abenomics and the aggressive monetary easing
and fiscal stimulus package. It is expected that Abe’s successor, Yoshihide Suga, will
continue with these policies with Suga previously working alongside Abe.
Whilst major economies have escaped the pandemic and lockdowns with relatively little
long-term economic damage thanks to substantial monetary and fiscal support from
governments, one notable exception is the rising debt levels. The IMF predicts that gross
government debt for the G7 economies will rise by 23% of GDP in 2020 and while interest
rates remain low, this will unlikely be a significant problem in the next couple of years. We
don’t expect inflation to rise significantly as governments will need to trim their deficits
through tax hikes and lower spending, which could dampen the recovery and therefore
maintaining inflation at reasonable levels.
Investor sentiment has certainly become optimistic following the vaccine announcements,
and we believe equity markets in 2021 will be positive overall as general economic activity
picks up and fears of a prolonged recession abate. On a cautionary note, during the first
two quarters of 2021, the markets will be vulnerable to negative news flows, but global
economies will recover!

The performance figures to 30th September 2020 for the Default and Model portfolios are::
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Speculative Benchmark
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4.70%

20.10%

Lewis Shariah Portfolio
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Portfolio
Lewis Default Portfolio 1
(for ages up to 59)
DP 1 Benchmark
Lewis Default Portfolio 2
(for ages 59 to 60)
DP 2 Benchmark
Lewis Default Portfolio 3
(for ages 61 to 62)
DP 3 Benchmark
Lewis Default Portfolio 4
(for ages 63 and over)
DP 4 Benchmark
Lewis Cautious Portfolio
(available for any age)
Cautious Benchmark
Lewis Moderate Portfolio
(available for any age)
Moderate Benchmark
Lewis Speculative Portfolio
(available for any age)

Past performance is no guarantee of future performance and the value of your Investment may
be less than originally invested.
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