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Hello and thank you for joining our latest financial market commentary. I'm going to provide 

a review of how global financial markets fared in 2025 and set out our thoughts regarding the 

investment prospects for 2026. 

 

Review of 2025 

Dealing firstly with last year, it was certainly an even$ul one. It is a year that reminded 

investors of the importance of taking a calm and measured approach to financial decisions 

rather than making knee-jerk reac&ons to events. 

2025 began with a steady take-off and ended with a smooth landing, with many financial 

markets at or close to their all-&me highs at the end of the journey. But it was a white-knuckle 

ride as financial markets were ba)ered from what seemed like all direc&ons by the turbulence 

created by Storm Donald. 

The turbulence began in the run-up to the end of February when financial markets realised 

that Trump was serious about tariffs. The subsequent Libera&on Day announcement in April 

exceeded financial markets’ worst fears, with the resul&ng capitula&on in financial values for 

most types of investment. However, Trump famously backed down (you might remember my 

reference to the ‘TACO’ trade (Trump Always Chickens Out) in previous commentaries and 

financial markets found their feet again. 

The growing confidence was largely the result of the euphoria developing about the poten&al 

mone&sa&on of the increasingly capable ar&ficial intelligence applica&ons that were 

prolifera&ng. Financial markets were also buoyed by the fact that, in September, the US 

Federal Reserve started to cut interest rates because of increasing evidence that US infla&on 

was modera&ng. 

As I referenced in my previous market commentary, there was a lot of talk in the financial 

media about a stock-market bubble and fear of it burs&ng but I explained the reasons why we 

were not expec&ng a near-term sustained correc&on in financial markets. This proved to be 

the correct call and it's a useful reminder to nervous investors that more money is o:en lost 

si;ng on the sidelines than because of market correc&ons, when they do occur. 

While U.S. equi&es delivered solid gains over 2025, the benefit to non-U.S. investors was 

par&ally offset by sustained weakness in the U.S. dollar. This deprecia&on, consistent with one 

of President Trump’s stated economic objec&ves, reflected a reduc&on in confidence among 

certain market par&cipants regarding the dollar’s tradi&onal role as a safe-haven asset during 
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periods of market stress. In par&cular, countries that have a frac&ous rela&onship with the US 

took note of the US confisca&on of Russia’s US dollar assets.  

The broad op&mism that swept through financial markets in the second half of the year had 

an outsized impact in places where there was no headwind of US Dollar deprecia&on. Some 

very good investment returns were achieved. Of note is the rebound that we saw in UK and 

European stock markets, which narrowed their discount to the US. Such investments made a 

strong contribu&on to PMW client por$olios over the course of the year. 

I am pleased to report that a typical PMW Balanced por$olio generated an underlying profit 

of nearly 10% in 2025. It was an excellent risk-adjusted return which builds on the strong and 

steady growth achieved in 2023 and 2024. 

 

Outlook for 2026 

It's far too easy to be overly pessimis&c about the prospects for 2026.  

In the UK it seems that we have a dysfunc&onal government that is only adding to the 

uncertainty created by our long-term structural problems. We’re not alone. France has a 

similar problem. And across the Atlan&c we have an asser&ve, controversial president. 

However, although the detail of his policy is subject to unpredictable varia&on, there is no 

doub&ng the direc&on of travel. Policy decisions are inclined to place American interests 

ahead of all others. 

Some&mes we get too distracted by the nega&ves with the result that we overlook the 

posi&ves. It's human nature. But there are posi&ves visible to those that want to see them. 

This explains why, from an investment standpoint, we have entered 2026 with measured 

op&mism. While the geopoli&cal backdrop remains vola&le and unpredictable, it is important 

to remember that financial markets are not arbiters of morality or fairness. Their purpose is 

to assign a present value to future cash flows—whether from corporate profits or interest 

payments on corporate and government debt—while incorpora&ng a premium for all forms 

of risk, including geopoli&cal uncertainty. For investors, opportuni&es con&nue to emerge, 

even in challenging environments. 

And the condi&ons to support a posi&ve outcome for financial markets are in place, driven by 

macro-economic condi&ons in the US. The US economy is resilient and is expected to con&nue 

to achieve strong GDP growth, having grown at the rate of 4% per annum in the third quarter 

of last year. Some are predic&ng that when published, the figures for the final quarter will 

show a further accelera&on in GDP growth to an annualised rate in excess of 5%. Compare 

this with the sclero&c growth of the UK and Euro Area economies. 

In the US, recent disappointments about the number for new jobs created are most likely the 

result of an ageing US demographic and a significant reduc&on in immigra&on. The acid test 

is the unemployment numbers, which are not rising. 
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An accelera&on in GDP growth at a &me when the number of people in employment is not 

growing significantly implies an increase in produc&vity. This might have a lot to do with the 

rapid adop&on of AI in US businesses, enabling them to do more without the need to employ 

extra staff. 

The worst fears for the impact of tariffs have not materialised. This has a lot to do with the 

fact that the effec&ve overall tariff rate has se)led at around 14% which is well below the eye 

watering rates implied when they were first announced. Nevertheless, tariffs are already 

ac&ng to reduce the US trade deficit, and the weaker dollar is driving an increase in US exports. 

US household balance sheets are healthy by historical standards and corporate profit growth 

is strong. Furthermore, US interest rates are likely to fall again, although perhaps not quite as 

much as hoped for by some. 

Another factor that should not be underes&mated is that the US mid-term elec&ons are on 

the horizon. Trump needs to improve his ra&ngs if he is not to lose his majority in Congress, 

the Senate or both. His tax bill, which he named the Big Beau&ful Bill, will provide a windfall 

in tax rebates for individuals and corporates alike in April, helping to support economic 

ac&vity. The overall increase in tax rebates is forecast to be as high as $90 billion in 2026 and 

will likely help drive already strong consumer spending. 

For these reasons we expect the US stock-market to outperform its major peers in 2026. The 

rela&ve outperformance of others in 2025 was most likely a one-off catch-up in company 

valua&ons resul&ng from the nega&ve sen&ment towards US foreign policy. 

Form a geo-poli&cal perspec&ve 2026 has already provided much to think about. The effec&ve 

US takeover of Venezuela was probably more about geopoli&cs than economics. The US simply 

decided it was no longer prepared to tolerate a country in its own backyard being used as a 

pla$orm by Russian, Chinese and Iranian spy networks. 

Venezuela might have the world's largest oil reserves, but the oil is heavy and therefore both 

difficult and expensive to extract. The current cost of extrac&on is around $80 a barrel which 

is higher than the current oil price. Of course, there are efficiencies that can be made to bring 

this extrac&on cost down because Venezuela's oil explora&on infrastructure has suffered 

decades of corrup&on -related neglect. But there probably aren't any quick bucks to be made, 

which explains why US oil execu&ves are looking nervously down at their shoes when Trump 

talks about the US leading an investment led produc&on renaissance. 

And more recently the craziness has con&nued with heavy-handed threats to the sovereignty 

of Greenland. There’s some irony in that during the year the US celebrates 250 years of 

independence it is considering depriving other na&ons of theirs.  

Our expecta&on is that this dispute will blow over. Da&ng back to an agreement reached in 

1951, the US already has the right to establish and maintain the addi&onal military presence 

it needs to place in Greenland as the Arc&c con&nues to melt. Once Trump secures some 

concessions regarding access to mineral and rare earth deposits he’s likely to move on to other 
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issues. So, any market vola&lity resul&ng from this war of words is unlikely to have reason to 

persist. 

In summary, although we should expect investment vola&lity to persist, we are confident that 

our diversified strategy and conserva&ve approach will deliver good returns for PMW clients 

over the course of 2026. 

That’s all for now. I’ll provide a further update a:er the end of the first quarter. I hope that 

you have found this update helpful and as ever, thank you for listening. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The views and opinions expressed in this video are those of PMW. 

We use all reasonable skill and care in compiling the informa&on in this communica&on and in ensuring its 

accuracy, but no assurances or warran&es are given. You should not rely on the informa&on in this 

communica&on in making investment decisions. Nothing in this communica&on cons&tutes advice or a personal 

recommenda&on. 

Past performance is not a guide to future performance and may not be repeated and future actual returns will 

differ from any quoted past performance data. Investment involves risk. The value of investments and the income 

from them may go down as well as up and investors may not get back the amount originally invested. Exchange 

rates may cause the value of overseas investments to rise or fall. 

If you have any ques&ons regarding the informa&on contained in this video, please speak to your PMW adviser. 


