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The content of this communication is intended for readers with existing knowledge of financial markets.

An attractive 
alternative to the 
concentrated trade

How did UK equities fare during 2025? 

UK equities were strong performers over the year, shrugging 
off the significant ‘Liberation Day’ weakness in April, with the 
FTSE 100 passing the 9,000 mark for the first time since its 
launch in 1984. Gains were widespread, with notable advances 
for financials, healthcare, and defence names, particularly after 
increased NATO spending commitments were made. There 
were, however, some concerns surrounding the consumer and 
broader economic health of the country and its finances, all of 
which contributed to the mid-cap FTSE 250 lagging its more 
global sibling.

Yet, despite these concerns, 2025 highlighted the enduring 
relevance of the UK market and reminded investors of the 
important role it can play within diversified portfolios. Much of 
this renewed focus was driven by the resurgence of the Value 
style, which the UK market is well known for. Returns within 
UK Value over the past five years have been remarkable, even 
surpassing those of the S&P 500. While Value, Growth, and 
high-dividend stocks all rallied strongly in 2025, Quality as 
a style derated, and is now trading below its 10-year median 
valuation. With previously discounted cyclicals now more 
fairly priced and quality compounders having derated, the 
destination of future leadership is in focus. 
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Do you expect Quality to come back in  
favour in 2026? 

For much of the post-GFC period of low interest rates, diversified, 
franchise type businesses with recurring revenue streams 
commanded elevated multiples and patient shareholders were 
well rewarded. However, since 2022, the fortunes of this Quality 
opportunity set have suffered, bringing into question its role 
within portfolios. 

While we typically try to avoid attempts at crystal ball gazing, we do 
think it is important to maintain discipline and perspective as market 
leadership shifts and investment styles rotate. The last three years 
have seen a significant revaluation of many cyclical businesses 
which had simply become too cheap. The FTSE All-Share has rerated 
from 9x to 14x earnings over this period. At the same time, much of 
the Quality universe derated and we now find ourselves at a point 
where free-cash-flow valuations for UK Quality stocks and the 
broader benchmark are virtually at parity. We are therefore not at 
all surprised to see more of the Value investment community turn 
up to investor meetings with some of the Quality companies within 
our universe. 

This gives us increased confidence in the outlook for Quality as a 
style, focusing on those companies with top-line rigidity driven by 
high retention ratios, high recurring revenue streams and/or staple-
like products. In contrast, the All-Share’s profits are largely driven by 
exogenous factors such as interest rates for the banks or commodity 
prices. At a moment when global equity valuations are elevated and 
economic indicators are faltering, we remain as convinced as ever 
that a combination of defensiveness and valuation support provides 
a strong foundation.

To take the temperature of the real economy, we spent time on the 
road earlier in 2025 visiting a number of our portfolio holdings to 
build a picture of how companies are experiencing business on the 
ground. We were reminded of the competitive strength possessed 
by many of the businesses we own. As we have written previously, 
many industrials have suffered from weak end markets over the last 
12-24 months. However, we have built positions in businesses with 
dominant market positions, which primarily provide business-critical 
components, enabling pricing power, and are financially very secure. 
We remain optimistic about the store of value we see in the portfolio, 
both in Quality businesses in out-of-favour industries which will 
recover in time, and in Quality compounders which are in control of 
their growth.

https://ninetyone.com/en/united-kingdom/insights/notes-from-the-road-a-deep-pool-of-undervalued-opportunity
https://ninetyone.com/en/united-kingdom/insights/notes-from-the-road-a-deep-pool-of-undervalued-opportunity
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Do you expect Value to continue its  
strong run? 

Despite perceived domestic headwinds, we believe the UK remains 
an attractive place to invest for those seeking an alternative to the 
concentrated US trade with its mix of well-run domestic businesses 
and global champions, both of which are trading at relatively low 
valuations. Despite its strength in 2025, the UK equity market still 
trades at a substantial discount to other major markets – about half 
of the S&P 500, for example. It is important to remember that, as 
well as some well-run, cheap domestic businesses, the UK is also 
home to many global champions that trade at lower valuations than 
their peers elsewhere. This mix of UK-focused and globally oriented 
companies allows for the construction of attractively valued, 
diversified portfolios.

And then there are buybacks, which support share prices and are 
rising in many countries outside the US, but fastest of all in the UK. 
This gives us some reassurance that many management teams 
and/or boards observe the value creation opportunity in a similar 
way to us. In addition, UK companies continue to return cash to 
shareholders with particularly generous dividends relative to most 
other advanced economies. Despite negative domestic flows, UK 
PLC is taking matters into its own hands!

Could the UK be an attractive alternative  
to the US?

As has been the case for much of the last five years, the US looks 
expensive. By contrast, we continue to see significant opportunity 
in UK equities. Whilst at the headline level this helps guide our 
opportunity set, we do not construct our portfolios based on any 
reliance on macro scenarios or mean reversion playing out; instead, 
we look for the best UK and international ideas on a bottom-up 
basis that meet our return criteria, irrespective of what other 
investors may determine a ‘fair’ equity risk premium at different 
points in the investment cycle. With this approach, we continue to 
find a deep bench of potential investments.
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General risks. All investments carry the risk of capital loss. The value of investments, and any income generated 
from them, can fall as well as rise and will be affected by changes in interest rates, currency fluctuations, general 
market conditions and other political, social and economic developments, as well as by specific matters relating 
to the assets in which the investment strategy invests. If any currency differs from the investor’s home currency, 
returns may increase or decrease as a result of currency fluctuations. Past performance is not a reliable indicator 
of future results. Environmental, social or governance-related risk events or factors, if they occur, could cause a 
negative impact on the value of investments. No representation is being made that any investment will or is likely to 
achieve profits or losses similar to those achieved in the past, or that significant losses will be avoided. Individual 
companies or securities named in this material are included for illustrative purposes only. The views expressed are 
those of the contributor and do not necessarily represent Ninety One’s house view. The information should not 
be seen as a forecast of how such securities will perform and should not be construed as investment advice or a 
recommendation. 

Specific risks. Equity investment: The value of equities (e.g. shares) and equity-related investments may vary 
according to company profits and future prospects as well as more general market factors. In the event of a 
company default (e.g. insolvency), the owners of their equity rank last in terms of any financial payment from that 
company. Concentrated portfolio: The portfolio invests in a relatively small number of individual holdings. This may 
mean wider fluctuations in value than more broadly invested portfolios. Style bias: The use of a specific investment 
style or philosophy can result in particular portfolio characteristics that are different to more broadly invested 
portfolios. These differences may mean that, in certain market conditions, the value of the portfolio may decrease 
while more broadly-invested portfolios might grow. 

Given the uncertain global market backdrop, we believe it makes 
sense to adopt an active, selective investment approach to UK 
equities, seeking to capture alpha rather than relying solely on 
the market return. For UK equity investors, Quality and Value are 
complementary active approaches with differentiated drivers 
of potential return, which can add diversification benefits to 
investors’ portfolios. 
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Australia

Level 28 Suite 3, Chifley Tower

2 Chifley Square

Sydney, NSW 2000

Telephone: +61 2 9160 8400

australia@ninetyone.com 

Botswana

Plot 64289, First floor

Tlokweng Road, Fairgrounds

Gaborone

PO Box 49

Botswana

Telephone: +267 318 0112

botswanaclientservice@ninetyone.com 

Channel Islands 

PO Box 250, St Peter Port

Guernsey, GY1 3QH

Telephone: +44 (0)1481 710 404

enquiries@ninetyone.com 

Germany

Bockenheimer Landstraße 23

60325 Frankfurt am Main

Telephone: +49 (0)69 7158 5900

deutschland@ninetyone.com 

Hong Kong

Suites 1201-1206, 12/F 

One Pacific Place

88 Queensway, Admiralty

Telephone: +852 2861 6888

hongkong@ninetyone.com 

South Africa

36 Hans Strijdom Avenue

Foreshore, Cape Town 8001

Telephone: +27 (0)21 901 1000

enquiries@ninetyone.com

Sweden

Västra Trädgårdsgatan 15, 

111 53 Stockholm

Telephone: +46 8 502 438 20

enquiries@ninetyone.com 

Switzerland

Dufourstrasse 49

8008 Zurich

Telephone: +41 44 262 00 44

enquiries@ninetyone.com 

United Kingdom

55 Gresham Street

London, EC2V 7EL

Telephone: +44 (0)20 3938 1900

enquiries@ninetyone.com 

United States

Park Avenue Tower, 65 East 55th Street

New York, 10022

US Toll Free: +1 800 434 5623

usa@ninetyone.com 

www.ninetyone.com

Telephone calls may be recorded for training, monitoring and regulatory purposes 

and to confirm investors’ instructions. 

For more details please visit www.ninetyone.com/contactus    

Namibia

Am Weinberg Estate

Winterhoek Building

1st Floor, West Office

13 Jan Jonker Avenue

Windhoek

Telephone: +264 (61) 389 500

namibia@ninetyone.com

Singapore 

138 Market Street

CapitaGreen #27-02

Singapore 048946 

Telephone: +65 6653 5550

singapore@ninetyone.com

Luxembourg

2-4, Avenue Marie-Thérèse

L-2132 Luxembourg

Telephone: +352 28 12 77 20

enquiries@ninetyone.com 

Netherlands

Johan de Wittlaan 7

2517 JR Den Haag

Netherlands

Telephone: +31 70 701 3652

enquiries@ninetyone.com

Important information

The content of this communication is intended for readers with existing knowledge of financial markets. 

This communication is provided for general information only. Nothing herein should be construed as an offer to enter into any contract, investment 
advice, a recommendation of any kind, a solicitation of clients, or an offer to invest in any particular strategy, security, derivative or investment 
product. The information may discuss general market activity or industry trends and is not intended to be relied upon as a forecast, research, or 
investment advice. The economic and market views presented herein reflect Ninety One’s judgment as at the date shown and are subject to change 
without notice. Views and opinions presented herein will be affected by changes in interest rates, general market conditions and other political, 
social and economic developments. There is no guarantee that views and opinions expressed will be correct and may not reflect those of Ninety 
One as a whole, different views may be expressed based on different investment objectives. Although we believe any information obtained from 
external sources to be reliable, we have not independently verified it, and we cannot guarantee its accuracy or completeness. Ninety One’s internal 
data may not be audited. Ninety One does not provide legal or tax advice. Reliance upon information in this material is at the sole discretion of the 
reader. Investors should consult their own legal, tax and financial advisor prior to any investments. Past performance should not be taken as a guide 
to the future. Investment involves risks; losses may be made.

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party without Ninety One’s 
prior written consent. © 2026 Ninety One. All rights reserved. Issued by Ninety One, January 2026. In South Africa, Ninety One SA Proprietary is an 
authorised financial services provider.


