

Welcome to the Middleton Private Capital Newsletter for Q4 and full year 2025, our economic and market overview for the period.
Overleaf, you will find a market and economic commentary for the year, as well as a look at which sectors and stocks performed best, which stocks contributed the most to the portfolio’s performance, and a look ahead to what may influence markets in the year ahead.

Disclaimer…

Market Drivers
US markets were driven predominantly by mega caps in 2025, as investors betting that huge outlays on AI capex would lead to significant future revenues. Google parent, Alphabet, was the strongest performer of the “Mag 7” stocks, gaining over 65% during the year. Elsewhere, gold miner Newmont advanced over 150% as the gold price continued to climb, whilst investment bank Goldman Sachs was a beneficiary of the Trump administration’s deregulatory stance, which encouraged increased deal making in the M&A space. Weight loss drug maker Eli Lilly also posted strong gains as adoption grew.
In the UK, gold miners were also amongst the top gainers, with Fresnillo surging over 400%. Industrials and banks were the other big winners, with the latter outperforming despite lower rates as dividends and buybacks increased, and they largely began the year at modest valuations. Rolls Royce and BAE continued their runs amid rising defence budgets.
Portfolio Contributors
Amongst the portfolio’s strongest performers in 2025 were Rolls Royce, Broadcom and Tesla. Rolls Royce was supported by a continued recovery in civil aerospace and increased defence spending. Tesla benefitted from the advancement of the autonomous vehicle narrative, whilst Broadcom enjoyed revenue and earnings growth resulting from the AI infrastructure spending boom. 
 

2025 Markets and Economy
Global markets in 2025 were shaped by a volatile mix of shifting trade policy, monetary easing, and powerful structural growth drivers, most notably AI. In the US, equities ultimately delivered a strong year, with the S&P 500 finishing up in the mid-teens and reaching multiple record highs, despite periods of sharp drawdowns along the way. Early in the year, markets sold off aggressively following the Trump administration’s sweeping tariff announcements, which included broad-based measures on Chinese imports and targeted tariffs on European autos and strategic industrial goods. The scale and speed of these proposals triggered a sharp risk-off reaction as investors reassessed global trade flows, inflation risks, and corporate margins.
However, sentiment stabilised and markets recovered strongly once the administration pivoted, introducing extended deadlines and signalling a willingness to renegotiate trade terms with key partners. This reduced the immediate risk of a full-scale trade shock and allowed investors to refocus on underlying fundamentals. While tariffs were not the primary driver of equity gains, select sectors such as industrials, defence, and materials benefited from expectations of reshoring, higher domestic investment, and improved pricing power. The dominant contributor to market performance, however, remained technology, particularly companies exposed to AI infrastructure, semiconductors, cloud computing, and power-intensive data centre build-outs.
US economic growth remained resilient, with GDP expanding at a solid pace over the year. A significant proportion of incremental growth was attributable to AI-related capital expenditure, as hyperscalers and corporates accelerated investment in computing capacity, energy infrastructure, and automation. Monetary policy also became more supportive as the year progressed. With inflation easing toward target and labour market conditions cooling without a sharp rise in unemployment, the Federal Reserve began cutting rates in the second half of the year, bringing the policy rate to a range of 3.50-3.75% by year-end. This shift provided an additional tailwind to stocks.
In the UK, the FTSE 100 outperformed many global peers, supported by its defensive composition, strength in energy and mining stocks, and periods of sterling weakness that boosted overseas earnings. The Bank of England began cutting rates in the second half of the year as inflation eased, though progress was uneven and price pressures remained stickier than in the US. Gilt markets experienced bouts of volatility amid fiscal uncertainty following the Labour government’s first budget and renewed scrutiny of public finances. European growth lagged further, constrained by fiscal pressures and ongoing political instability, particularly in France, where government turnover and deficit concerns weighed on sentiment and bond markets.
Despite elevated geopolitical risks and trade uncertainty, 2025 ultimately reinforced markets’ focus on liquidity, earnings resilience, and structural investment themes, with AI-driven capital expenditure emerging as the defining force behind both economic growth and equity market performance. 
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	Q4 Price
	Q4 %
	2025 %

	FTSE 100
	9,931.38
	6.21%
	21.51%

	S&P 500
	6,845.50
	2.35%
	16.39%

	Brent crude p/b
	$61.22
	-7.46%
	-18.21%

	Gold per oz
	$4,319.82
	11.94%
	64.60%

	Bitcoin (USD)
	$87,495.50
	-23.29%
	-6.29%

	GBP/USD
	$1.3447
	0.04%
	7.45%

	UK 10yr yield
	4.48%
	-0.22%
	-0.12%




Looking Ahead to 2026
Looking ahead to 2026, markets are likely to focus less on policy turning points and more on the durability of global growth as monetary easing feeds through to the real economy. Key considerations include the sustainability of AI-driven investment, the inflationary effects of tariffs and reshoring, the pace and limits of further rate cuts, and ongoing geopolitical risks. With outcomes diverging across regions and sectors, market leadership may become more fragmented, placing greater emphasis on a more focused investment process and the ability to respond effectively to evolving global conditions.



