Housing briefing, October 2025
Annual FRS 102 survey — headline results

This briefing provides early sight of the headline results of our sixth annual survey, the biggest Defined Benefit
(DB) survey of the UK social housing sector. It looks at FRS 102 results and assumptions as at 31 March 2025.
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Our survey covers more than 230 results, representing more than £8.7bn in pension accounting liabilities and
providing powerful insights into the funding of the sector’s DB liabilities. The full survey results will be released
later this year. Get in touch with one of First Actuarial’'s team of housing pension specialists or your usual contact
to make sure you receive a copy.

Change in financial markets
Returns for the 12 months to 31 March 2025

Asset returns for the year to 31 March 2025 were

notably lower than the previous year’s strong gains. 20%

UK equities led performance, with a return of 10% 10%
over the 12-month period. Global equities were slightly

behind this, with a return of 5% this year. At the other 0%

end of the spectrum, government bonds experienced

significant declines — around 15% for index-linked gilts 10%

and 8% for fixed-interest gilts.
: . , - -159
In this environment, and as we’ve seen for a number 20%
of years now, schemes with a higher allocation to

equities (such as LGPS funds) are likely to have :%rpegf;ttfionds :gfgﬂi;‘g‘ﬁgﬁ%ﬁ‘t’:hedged)
delivered the strongest FRS 102 funding results. u Index-linked gilts

© First Actuarial LLP 2025 all rights reserved.

The information contained in this bulletin is, to the best of our knowledge and belief, correct at the time of writing. However, First Actuarial cannot be held liable for any errors contained
herein and the recipient accepts that the information stated is provided on an "as is" basis. This briefing is for general information only. It does not and is not intended to constitute advice.
Specific advice should always be sought from the appropriate professional on all individual cases.

First Actuarial LLP is a limited liability partnership registered in England & Wales. Number OC348086. Registered address: First Actuarial LLP, Mayesbrook House, Lawnswood Business Park, Leeds, LS16
6QY. First Actuarial LLP is not authorised under the Financial Services and Markets Act 2000 but we are able in certain circumstances to offer a limited range of insurance and investment services to clients
because we are licensed by the Institute and Faculty of Actuaries. We can provide these services if they are an incidental part of the professional services we have been engaged to provide. First Actuarial
LLP is not authorised under the Financial Services and Markets Act 2000 but we are able in certain circumstances to offer a limited range of insurance and investment services to clients
because we are licensed by the Institute and Faculty of Actuaries. We can provide these services if they are an incidental part of the professional services we have been engaged to provide.



Housing briefing, October 2025 _

Liabilities and assumption setting

The key assumption used to value liabilities is the discount rate. FRS 102 states that this must be derived from
market yields at the reporting date on high quality corporate bonds, but there is a range of reasonable
assumptions. Ultimately, the exact assumptions used for accounting purposes are the responsibility of each
housing association board. Best practice is for boards to receive independent actuarial advice on appropriate
assumptions to use for their disclosures, rather than accept the default assumptions provided by the scheme.

The graph below shows corporate bond yields from 31 March 2024, with yields since the last year end shown in the
shaded blue box.
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Bond yields remained relatively stable during the first six months following 31 March 2024, before beginning a
steady upward trend. By year end, yields were significantly higher than they had been 12 months earlier — rising by
an average of around 0.9% pa. Since the year end, yields have continued to rise, and we anticipate a further
increase in the discount rate at the next year end. As a reminder, the higher the discount rate, the lower the value
of the liabilities. In isolation, this means that a 0.1% pa increase in the discount rate could have reduced accounting
liabilities by up to 2%.

While different assumptions can be reasonable, the vast majority of results in our 31 March 2025 survey adopted a
discount rate between 5.75% pa and 5.95% pa. Other financial assumptions, such as RPI inflation, were set within
a much narrower range than in the previous year, as illustrated in the graphs below. This suggests a period of
slightly more stable (or perhaps less volatile) market conditions.
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Funding levels

The key results come when we consider asset performance and liability movements together. This continues to
give rise to a broad range of funding levels across the sector.

The total aggregate funding level across all schemes has shown a positive trend over the last five years, with the
overall funding level increasing from approximately 90% in 2021 to around 120% by 2025.

The aggregate funding levels for SHPS and the ex-SHPS schemes remained relatively stable, with funding levels
hovering around 90%. In contrast, the aggregate funding level for LGPS funds covered in our survey increased
significantly over the period, rising from just under 80% in 2021 to over 140% by 2025. This is because many
LGPS funds hold significant allocations of growth assets.

Analysis of funding levels
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What does all this mean?

FRS 102 valuations provide interesting insights into scheme funding, and our full survey will explore this in more
detail. However, it's important to remember that accounting valuations are not used to determine cash funding. For
cash funding, liabilities are valued on different (sometimes more prudent) assumptions, and there are different
(even more prudent) assumptions again for exit valuations.

For the accounting year end, financial assumption setting is only one part of the equation — for a start, there are
demographic assumptions to set as well. The impact of past and pending court rulings may well prove crucial for
employers in the social housing sector. While government intervention may provide the answer to the issues
arising from the Virgin Media case, the outcome of the Verity Trustees v Wood court case will remain a real issue
for many schemes.

For support with your year-end accounting disclosures, or to make sure you receive our full survey, please get in
touch with one of First Actuarial’s team of housing pension specialists.

Ty Sam Mullock
X £: sam.mullock@firstactuarial.co.uk
T: 0161 348 7469

Neal Thompson
E: neal.thompson@firstactuarial.co.uk
T: 01733 447 657

John Ingoe Jen Hodgson
E: john.ingoe@firstactuarial.co.uk E: jennifer.hodgson@firstactuarial.co.uk
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