
Quality after the 
crowd moves on

Key takeaways 
	ɽ Risk assets have continued to rise – investors 

willing to embrace risk have been well rewarded 
across markets.

	ɽ Beneath the surface, leadership remains narrow 
– a small group of themes has driven much of the 
gains, but there are early signs of broadening.

	ɽ Parts of the market look stretched – optimism and 
positioning leave less room for disappointment, 
and downside risks are rising from elevated 
expectations.

	ɽ Our funds remain intentionally different – anchored 
in durable business models, resilient cash flows and 
sensible prices.

	ɽ Our portfolio’s valuation and forward growth 
prospects are as compelling as they’ve been in 
decades, creating a meaningful opportunity.
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Investment Director
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The past year has rewarded investors willing to embrace risk. It wasn’t 
only equities that performed – gains were broad across risk assets. But 
concentration and momentum defined the period. A small group of leaders 
generated an outsized share of index returns, shaping overall outcomes far 
more than headline numbers imply.

In such conditions, investment styles that emphasise durability, balance 
sheet strength and consistent cash generation often lag. When momentum is 
strong and multiples expand, exposure to the most economically sensitive or 
thematically favoured areas tends to dominate short-term performance.

This dynamic is not unusual. Periods of strong performance often reinforce 
themselves – rising prices attract capital, capital reinforces leadership, and 
confidence builds around a narrow set of perceived winners. The result can 
feel decisive and durable. Yet history suggests that when returns become 
concentrated and expectations rise quickly, future outcomes tend to rely less 
on further enthusiasm and more on the delivery of underlying fundamentals.

Investors should distinguish between what drives returns in a single year and 
what sustains them over time. Over shorter horizons, valuation expansion and 
narrative can be powerful. Over full cycles, however, the compounding of 
earnings and free cash flow has historically done the heavy lifting.

Looking ahead, returns are likely to be more discriminating and increasingly tied 
to fundamentals rather than broad-based multiple expansion. After exceptional 
gains, expectations in parts of the market are elevated. That does not eliminate 
upside, but it does compress the margin for error.

In contrast, we see a compelling combination of resilient earnings growth and 
valuations that are attractive relative to history for the businesses we hold. Many 
of the businesses we own continue to compound free cash flow at double-
digit rates, supported by strong competitive positions and disciplined capital 
allocation. From current levels, that internal growth alone provides a credible 
pathway to attractive long-term returns, rather than relying on favourable macro 
conditions or sustained re-rating.

We believe the next phase of the cycle will reward companies capable of 
delivering consistent earnings progression. In that environment, balance sheet 
strength, pricing power and reinvestment discipline matter more.

Outlook – where we see opportunity
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Positioning – what we’re doing

Portfolios remain balanced, not defensive, not euphoric. We maintain exposure 
across asset classes and within equities across durable, defensive and selective 
growth businesses, diversified by geography and sector. The objective is not to 
predict a single macro outcome, but to allocate capital to assets and companies 
capable of delivering sustainable real returns across a range of environments.

We continue to recycle capital deliberately, trimming where prices have become 
demanding and adding where earnings resilience remains intact but sentiment 
has softened. Equities remain the primary driver of long-term capital growth within 
the portfolio, and we retain a clear bias toward high-quality businesses capable of 
compounding value over time. The majority of our equity exposure is to companies 
listed globally or South African-listed businesses with meaningful global earnings 
streams, providing diversification beyond the domestic cycle.

South African bonds remain an important allocation, offering attractive real yields 
and providing stability alongside our equity exposure. Cash provides optionality, 
and the flexibility to act decisively when volatility creates opportunity.

We believe the portfolio is positioned to deliver attractive real returns, 
underpinned by the steady growth of earnings and cash flows within the 
businesses we own. We would be more cautious, however, about assuming that 
recent index-level returns can be repeated as easily from here, particularly in areas 
where expectations are already elevated.

Source: Ninety One; For illustrative purposes only and is not the return of the fund. As at 31 January 2026.

Figure 1: Expected 5-year returns
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In summary, our positioning reflects a balanced portfolio built on 
high conviction:

Conclusion 

	ɽ Global equities provide the strongest opportunity for 
long-term capital growth - particularly quality businesses 
with durable advantages and globally diversified earnings, 
cash flow growth, resilience, and attractive valuations.

	ɽ Asset class diversification remains essential - equities do 
the heavy lifting over time, but South African bonds offer 
attractive real yields relative to cash and provide stability 
alongside our global equity exposure. We are deliberate 
about risk and do not invest based on hope.

	ɽ Within domestic markets, we see select opportunities in 
South African equities, though the opportunity set is 
narrower and demands disciplined capital allocation.

Quality investing does not aim to capture every cyclical surge. Its 
purpose is to compound capital steadily over time. When enthusiasm 
fades, and excess returns driven by optimism begin to normalise, it is 
typically earnings - not narrative - that endure. That is where we are 
positioned, with resilience on the downside and meaningful upside 
as fundamentals continue to compound.
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Important information

All information, representations and opinions provided are of a general nature and provided for information purposes only. We are not acting 
and do not purport to act in any way as an advisor or in a fiduciary capacity. No one should rely or act upon such information or opinion without 
appropriate professional advice. We endeavour to provide accurate and timely information but make no representation or warranty, express or 
implied, with respect to the correctness, accuracy or completeness of the information and opinions. We do not undertake to update, modify 
or amend the information on a frequent basis or to advise any person if such information subsequently becomes inaccurate. If specific funds 
are mentioned please refer to the relevant fact sheet for the necessary information regarding those funds. Ninety One Fund Managers SA 
(RF) Pty Ltd, “the Management Company”, is registered as a management company under the Collective Investment Schemes (CIS) Control 
Act 45 of 2002. The Management Company has outsourced its portfolio management to Ninety One SA (Pty) Ltd (the Manager), a member of 
the Association for Savings and Investment South Africa (ASISA). CIS are generally medium to long-term investments, the value of which may 
go down as well as up. Past performance is not necessarily a guide to future performance. The Management Company does not provide any 
guarantee either with respect to the capital or the return of a portfolio. CIS are traded at ruling prices and can engage in borrowing and scrip 
lending. A schedule of fees and charges may be requested from the Management Company. Where performance fees are charged, these 
are applied daily and quoted net of fees with income reinvested. Though portfolio performance is shown, individual performance may differ 
depending on factors such as initial fees, date of actual investment and reinvestment of earnings and withholding tax where applicable. Where 
the fund may invest in foreign securities, it can be exposed to specific material risks, such as potential constraints on liquidity and the repatriation 
of funds, macroeconomic risks, political, foreign exchange, tax and settlement risks, and potential limitations on the availability of market 
information. The Management Company may close the fund to new investors or stop additional investments by existing investors, to ensure the 
fund remains in line with its investment mandate or objectives. If there are too many withdrawals from the fund, it could impact its liquidity. In such 
cases, withdrawal instructions may be processed differently to safeguard the fund.Certain Ninety One funds are offered as long-term insurance 
policies issued by Ninety One Assurance Limited, a registered insurer in terms of the Long-term Insurance Act.

The Fund is a sub-fund of the Ninety One Premier Funds PCC Ltd (the Management Company) managed by Ninety One Guernsey Limited, 
Glategny Court, Glategny Esplanade, St Peter Port, Guernsey, GY1 1WR, Channel Islands. For further information on the Fund including 
application forms and a schedule of fees and commissions, please contact Ninety One. Fund fact sheets, prices and English language copies of 
the Prospectus, Report & Accounts and Articles of Incorporation and local language copies of the Key Investor Information Documents may be 
obtained from our website and free of charge from the Management Company. The sub-funds offered for public sale in South Africa are approved 
under the South African Collective Investment Schemes Control Act.

A feeder fund is a portfolio that invests in a single portfolio of a CIS, which levies its own charges, and which could result in a higher fee structure 
for the feeder fund. Additional adviser fees may be paid and if so, are subject to the relevant FAIS disclosure requirements. 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, March 2026. Ninety One Guernsey Ltd , Ninety One Investment Platform 
(Pty) Ltd and Ninety One SA (Pty) Ltd are authorised financial services providers.

Contact information

36 Hans Strijdom Avenue

Foreshore, Cape Town 8001

Telephone: +27 (0)21 901 1000

www.ninetyone.com

Client service
Client service support: 0860 500 100

International clients: +27 (0)11 508 3801

Email: clientservice@ninetyone.com

Financial advisors
Advisor service centre: 0860 444 487

Email: advisor.service@ninetyone.com

Alternatively, please contact your Ninety One investment consultant.


