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2025 was the best year for new issuance on the London market 
since the covid-inspired froth of 2021. In total, 23 new companies 
joined the public markets, leading to total issuance of c. £2bn, 
around a 150% increase on the year before. This was mainly 
a result of a strong final quarter, with just under half of all 
companies that IPO’d, and as much as 90% of assets, coming in 
the last three months of the year.

As such, the IPO market is coming into 2026 with good 
momentum and could be a welcome feature of not only the UK 
this year, but also the numerous investment trusts focused on the 
asset class due to the prevalence of numerous attractive discount 
opportunities. The way we see it, there are several factors to 
support an ongoing recovery in issuance.

Big bang 2.0?

Firstly, there has been the recent liberalisation of listing rules 
designed to make the listing journey less complex. This includes 
lower prospectus requirements, a shortened timeline for retail 
investors and a move to a single, simplified process. This will 
not only lower the regulatory barriers for companies hoping to 
float but also reduce the upfront costs too, especially for smaller 
companies. Whilst these changes are far from the Big Bang 
deregulation of the 1980s, it is a rare and notable reduction in the 
bureaucracy that has weighed on UK productivity in the past few 
years.

In addition, a three-year stamp duty holiday for new listings has 
been introduced. This means investors will not pay the 0.5% 
charge on secondary purchases during the first three years of 
stock’s listed life. This should increase their appeal after listing, 
and support demand in the crucial early few years as a publicly 
listed company. Whilst a relatively minor change, this is at least a 
step in the right direction from the government, as they have not 
only acknowledged there are demand issues in the UK market, 
but have taken steps to address this. One more optimistic take 
is this could encourage a full review of stamp duty for UK shares 
should this holiday prove successful, which would improve the UK 
market’s global competitiveness, arguably fulfilling the current 
government’s early promise of being pro-business and pro-
growth.

The final key point supporting a potential flurry of IPOs in 2026 
is the backlog of firms looking to list. Whilst the increase in IPOs 
in 2025 is encouraging, the reason for the big percentage change 
on the year prior is that the IPO market has been depressed 
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for a number of years. Even with the flurry in the 
last quarter of last year, the amount raised is still 
considerably below the estimated £17bn of issuance 
during the peak year of 2021, although this was 
heavily affected by the impact of the pandemic on 
markets. The low issuance since has been a result of 
weak markets and low investor sentiment, broadly 
a result of high interest rates to tackle the period 
of higher inflation. Now this period has seemingly 
passed, there are indications that a number of firms 
are revisiting plans to go public, leading to the 
potential flurry of new listings.

Should these factors come together and continue 
the IPO momentum into 2026, we believe there 
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Fig.1: IPO Proceeds Per Calendar Year
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well placed to capture some of the new opportunities, with 
two of the more noteworthy 2025 IPOs, Shawbrook Bank 
and Princes Group, being admitted to the index at the first 
rebalancing opportunity in December. One example of this 
is Schroder UK Mid Cap (SCP). Managed by Jean Roche 
and Andy Brough, they have constructed a portfolio of 
c. 50 names focused purely on the FTSE 250, which they 
believe offers a mixture of leaders from niche or growing 
industries, as well as a market that is regularly refreshed 
from promotions and demotions from other parts of the 
market as well as IPOs. Performance has been resilient 
over the past year, with a NAV total return in 2025 of 
14.4%, slightly ahead of the FTSE 250 Index. Share price 
returns have been stronger though, with a 19.7% total 
return, leading to the trust’s discount to narrowing to c. 6% 
as at 21/01/2026. This arguably shows that investors are 
beginning to recognise the appeal in the asset class.

However, one mid-cap focused trust where the rating may 
not reflect the potential is Mercantile (MRC). Managers 
Guy Anderson and Anthony Lynch predominantly invest 
in mid-caps, with historically around three quarters of 
the portfolio in FTSE 250 companies. They use a bottom-
up process, which focuses on company fundamentals 
to identify high-quality businesses, generating positive 
momentum and available at attractive valuations. 
Performance in 2025 was marginally behind its benchmark, 
the FTSE All-Share ex 100 ex Investment Trusts Index, 
largely as a result of stock specific issues, with MRC 
delivering a NAV TR of 11.1%, versus the benchmark’s 
12.4%. However, the trust currently trades at a c. 10% 
discount, one of the widest in the peer group and in line 
with its own five-year average. We believe this not only 
overlooks the longer-term outperformance of the strategy, 
which has five-year returns of 33.9% versus 31.8% of the 
benchmark, but also offers a compelling entry point to the 
recovery potential of the UK market.

A more direct beneficiary from an ongoing recovery in 
IPOs would be the London Stock Exchange Group (LN: 
LSEG) itself. The company’s revenue is directly linked to 
dealing activity, therefore a pickup in IPOs would lead to 
an increase in admission and listing fees, with the higher 
number of listed companies feeding through to better 
trading volumes. As such, if the IPO momentum carries on 
and has the expected spillover benefits, we would expect 
better operational performance for LSEG.

The firm is a sizeable holding for Finsbury Growth & 
Income (FGT) and Lindsell Train (LTI), two Nick Train 
managed trusts, at an 11.2% and 12.2% position 
respectively. In the latest annual report for LTI, Nick notes 
LSEG’s fundamentals are strong, with double-digit growth 
forecasts and high operating margins. Furthermore, 
he highlights the company has recently partnered with 
Microsoft to combine AI with the firm’s large data set to 
provide new insights for clients, which could generate 

should be numerous positive effects for investors in 
investment trusts. For one, it would refresh the opportunity 
set in the UK for fund managers. The market has seen 
a reduction in the number of listed companies over the 
past few years as M&A, particularly amongst smaller 
companies, has been rife but IPOs to replace them scarce. 
A pickup in new listings would help refresh this and 
improve choice for investors. In addition, it could bring 
in new investors and capital to the UK, looking to capture 
the new opportunities. This in turn could start to reverse 
the market’s liquidity issues of the past few years, as both 
domestic and international investors have been reducing 
their UK exposure. Should all this play out, it would 
provide a much-needed good news story for the UK, in 
turn attracting further investment and creating a positive 
feedback loop.

Clearly, this would be positive for existing investors 
and could put upward pressure on the very depressed 
valuations the market is trading on, particularly smaller 
companies. UK stocks continue to trade at a discount to 
most developed market peers on a forward P/E basis, 
especially the US, with smaller companies also notably 
lowly valued versus even their own history. As such, a UK 
rally could arguably have plenty of scope to run, leading to 
very strong returns for long-term investors.

Investor opportunities

That said, the UK had a relatively good year in 2025. 
Calendar year returns for the FTSE All Share Index, which 
covers the broad UK market, were 24% in total return 
terms. This was ahead of the S&P 500 Index total return 
of 17.9% in local currency terms, although sterling based 
investors would have experienced a lower return of c. 9%. 
However, the UK rally was not even across the market-cap 
spectrum, with the large-cap FTSE 100 Index performing 
best, with a 25.8% total return, whilst the FTSE 250 Index 
lagged with just c. 13%.

As such, a trust focused on mid-caps may offer a strong 
value opportunity for the UK at present, as well as being 
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additional revenue. Despite LSEG’s argued potential, 
shares were down c. 20% in 2025, meaning the share price 
remained essentially flat over five years, leading to an 
estimated forward PE ratio of c. 19×. Any recovery in this 
would have an outsized impact on both trusts as a result of 
the sizeable holdings.

In conclusion, the nascent recovery of the IPO market in 
the UK over the past few months is very encouraging, with 
a number of factors, ranging from regulatory to demand 
recovery, indicating this could continue into 2026. That 
said, the US remains the go-to market for companies 
looking to list, especially larger companies due to the 
typically higher valuations, and those in the technology 
sector due to the specialism of the Nasdaq index. However, 
the recent recovery in the UK’s listing environment is still 
positive, and may well be the catalyst that reverses many 
years of negative sentiment and depressed valuations. 
With a number of investment trusts still trading at sizeable 
discounts, there are several exciting opportunities in the 
asset class for investors to not only capture the recovery, 
but to capitalise on this sentiment reversal further through 
discount narrowing.
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