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The CIO view: 
What has 
changed, really? 
Will Nicoll 
Chief Investment Ofcer 

Introduction 
The end of 2025 does not feel as 
diferent from the end of 2024 as we 
might have expected or hoped. Trade
policies – and many other policies –
from the US administration continue 
to appear with little warning, making it
difcult to judge the state of global trade
and of geopolitics. The war in Ukraine is
still going on and despite lots of hope it
is still not obvious how it will stop or be
stopped. Governments, particularly in the
West, continue to rack up large defcits
and are stuck in a vicious cycle with their
electorates. So, what has changed?
Everything has gone up. Equities are
hitting all-time highs, some credit spreads
are at multi-decade tights and gold has
continued to drive ever higher. 

Worries, what worries? 
It is worth noting that almost every concern an 
investor could have had at the start of 2025, came 
true. The worries were well-founded, and geopolitical 
volatility did not let up throughout the year. Despite 
this, however, most major economies have held up 
sufciently well for this not to get in the way of a strong 
corporate story. The volatility we have seen has almost 
been ignored by the fnancial markets. 

Indeed, given that the risks in 2025 were meant to 
be geopolitical, it is interesting that by the end of 
the year much of the volatility in asset pricing was 
aligned with a single set of results from Nvidia.  
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It is worth noting that 
almost every concern 
an investor could 
have had at the start 
of 2025, came true. 

Where does this leave us? 
A simplistic view is that we fnd ourselves in the 
same position as the start of the year, except 
that markets are all more expensive. If we 
were nervous 12 months ago then in theory 
we should be more so now. However, it is clear 
that markets are not thinking the same way as 
they were at the end of 2024. Then, we were 
fearful of the impending volatility and nervous 
of geopolitical actions around the world. Now 
we can see that all predictions of high volatility 
have come true and yet the markets have 
not increased their risk premia – indeed, in 
many cases these are now lower. This shows 
that markets are in a very diferent frame of 
mind. Still nervous, but now around valuation 
rather than volatility or fears of US policy. 

So, everyone ‘knows’ that the US equity market 
is highly concentrated on an AI theme and is 
heroically valued. Credit spreads are also tight 
historically and not ofering as much value as 
previously. However, even ignoring the fact 
that there is no obvious catalyst for values in 
those assets to fall, there are reasons to be 
cheerful. Government bonds ofer value in a 
world where rates have been falling and may 
continue to fall. Infation-linked debt can give 
investors protection against an unexpected 
infation spike at a much cheaper rate then we 
have seen for many years. Property remains 
on a completely diferent cycle and it looks like 
the promised increased spend in infrastructure 
will come through in the next few years ofering 
opportunities. 

Introduction 



OUTLOOK 2026

 

3 |  Royal London Asset Management3 | Royal London Asset Management 

We can see that all 
predictions of high 
volatility have come
true and yet the 
markets have not 
increased their 
risk premia. 
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Where will 2026’s volatility 
come from? 
The US President will not change his nature. An 
economy being captained by someone who is 
entirely focused on deal-making will continue to 
see bouts of volatility and an element of chaos. 
We cannot rely on lower volatility to drive 
returns. 

There is also the factor of debt-to-GDP ratios 
sitting at numbers that would have given an 
economist in the ‘90s a panic attack. Some of 
the largest democracies do appear to be living 
beyond their means, making it important to ask: 
how long can this type of government spending 
continue? 

We can expect more volatility – this time more 
concentrated in markets – as sentiment ficks 
from exuberance and excitement around AI to 
geopolitical gloom. Which is the correct side 
to be on? The answer, as always, is the side of 
diversifcation. 

Although volatility 
should favour active 
management, if that 
volatility is driven by 
relatively random 
factors then it is less 
useful for rational 
long-term investors. 

Active management is vital 
What these market conditions tell me is clear: 
diversifcation is king. Any portfolio has to be 
positioned carefully and not focused solely on 
overvalued parts of the market. Diversifcation 
and active management should always be best 
friends to a long-term investor. 

It has been a difcult environment for 
active management in equities. Although 
volatility should favour active management, 
if that volatility is driven by relatively random 
factors then it is less useful for rational long-
term investors. Similarly, we believe that 
diversifcation is without doubt the best way to 
invest in the long term but if returns are heavily 
concentrated in a small group of US equities 
then investors can be tempted to narrow their 
investment horizons.  The kind of concentration 
in the equity markets that we have seen recently 
has not usually ended very well. Similarly, the 
amount of leverage being ofered to funds – 
whether public or private – is at a high level and 
that has also often not ended particularly well.  

At Royal London Asset Management, we’ll 
continue to do what we do best: active 
management and diversifcation. In my 
view, when in uncertain markets, you need 
an active manager with an underlying 
philosophy of being stock pickers: our 
investment teams will continue to make 
thousands of individual investment decisions 
that respect a backdrop that might be 
difcult, but will not be dominated by it. 
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Important information 

Investment risks 

Past performance is not a guide to future performance. The value of investments and the income
from them is not guaranteed and may go down as well as up and investors may not get back the amount originally
invested. Changes in currency exchange rates may afect the value of these investments. 

Important information 

For professional clients/qualifed investors/wholesale investors only, not suitable for retail investors. 
This is a marketing communication. 

This is a fnancial promotion and is not investment advice. Telephone calls may be recorded. 
For further information please see our Privacy policy at www.rlam.com 

The views expressed are those of Royal London Asset Management at the date of publication unless otherwise indicated, 
which are subject to change, and is not investment advice. 

This document is private and confdential and only for use by “permitted clients” in Canada. This document is for information 
purposes only and is not intended as an ofer or solicitation to invest. This document does not constitute investment advice 
and should not be relied upon as such. Royal London Asset Management Limited is authorized to provide investment 
services in Canada under the International Adviser Exemption. Royal London Asset Management’s principal place for 
business is in the United Kingdom, and it is not registered as a manager in the provinces of Alberta, British Columbia, 
Ontario, and Québec. 

Issued in December 2025 within Europe (ex-Switzerland) by FundRock Distribution S.A. (“FRD”) the EU distributor for 
Royal London Asset Management Limited. FRD is a public limited company, incorporated under the laws of the Grand 
Duchy of Luxembourg, registered ofce at Airport Center Luxembourg, Level 2, 5 Heienhaf, L-1736 Senningerberg, 
Luxembourg, and registered with the Luxembourg trade and companies register under number B253257. FRD is 
authorized as distributor of shares/units of UCIs without making or accepting payments (within the meaning of Article 
24-7 of the 1993 Law), as updated from time to time. FRD is authorised and regulated by the Commission de Surveillance 
du Secteur Financier (CSSF). Portfolio management activities and services are undertaken by Royal London Asset 
Management Limited, 80 Fenchurch Street, London, EC3M 4BY, UK. Authorised and regulated by the Financial Conduct 
Authority in the UK, frm reference number 141665. A subsidiary of The Royal London Mutual Insurance Society Limited. 

For Switzerland: Copies of the Memorandum and Articles of Association,the Prospectus, KIIDs and the annual and semi-
annual reports of the fund may be obtained free of charge from the fund’s representative 
in Switzerland, ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich. The Paying Agent 
in Switzerland is Banque Cantonale Vaudoise, Place St François 14, CH-1003 Lausanne. 

For Australia: For Wholesale clients only. Royal London Asset Management Limited is exempt from the requirement to 
hold an Australian fnancial services licence under the Corporations Act (as a result of the operation of ASIC Class Order 
03/1099 as amended by the ASIC Corporations (Repeal and Transitional) Instrument 2016/396 and extended by ASIC 
Corporations (Amendment) Instrument 2020/200) in respect of the fnancial services it provides to wholesale clients in 
Australia and is regulated by the Financial Conduct Authority under UK laws which difer from Australian laws. 

Issued in December 2025 within Switzerland, Australia and the UK by Royal London Asset Management Limited, 
80 Fenchurch Street, London, EC3M 4BY. Authorised and regulated by the Financial Conduct Authority, 
frm reference number 141665. A subsidiary of The Royal London Mutual Insurance Society Limited. 
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Contact us 

For more information about our range of products and services, please contact us. 
Royal London Asset Management, 80 Fenchurch Street, London, EC3M 4BY 

UK 
For advisers and wealth For institutional client 
managers queries 

bdsupport@rlam.co.uk institutional@rlam.co.uk 
+44 (0)20 3272 5950 +44 (0)20 7506 6500 

Switzerland 
For all investors: 

john.parkin@rlam.com 
+44 (0)20 3272 5912 

Germany 
For all investors: 

immo.gatzweiler@fundrock.com 
+49 151 54 72 5296 

FundRock provide EU Management Company services to RLAM. 

Spain 
For all investors: 

mrona@altamarcam.com| 
+34 91 290 07 28 

Proud to partner with Altamar Capital to serve clients in Spain. 

All other EEA investors 
For all investors: 

arnaud.gerard@fundrock.com 
+352 691 992 088 

FundRock provide EU Management Company services to RLAM. 

Australia 
For all investors: 

kevin.haran@rlam.com 
+61 (0)413 138 055 

Contact us 

mailto:bdsupport@rlam.co.uk
mailto:john.parkin@rlam.com
mailto:immo.gatzweiler@fundrock.com
mailto:mrona@altamarcam.com
mailto:arnaud.gerard@fundrock.com
mailto:kevin.haran@rlam.com
mailto:institutional@rlam.co.uk

