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Value investing Q&A: 
Finding opportunity in 
uncertainty 

Key takeaways 
− The Value team hunts for mispricings in moments of rising 

uncertainty in markets. 

− Returns come from two sources: emotional arbitrage (seeking to 
be rational when others are irrational) and time arbitrage (being 
more patient than others). 

− The team's competitive advantage is behavioural and enduring. 
They are willing to move towards uncertainty and tolerate 
investing through discomfort. Investment decisions are 
underpinned by deep fundamental analysis. 

− For each investment, a satisfactory return must be achievable 
through cash distributions and earnings growth alone, without 
relying on re-rating. Re-rating is seen as a free option. 
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Where does the Value team find investment opportunities? 

It helps to think of markets as places where people come to debate the fair value of securities. Everyone has their 
own perspective and biases. Most of the time, the ‘mistakes’ market participants make in assessing fair value are 
uncorrelated, and so tend to cancel each other out. Consequently, markets are usually efficient. In this environment, 
it takes a lot of work to uncover relatively minor mispricings of shares. We do not believe this is the most profitable 
use of our time. 

But sometimes there is an event – be it market-wide, sector-specific or idiosyncratic to one company – that colours 
the views of all participants. When such events are negative, they generate an increase in uncertainty; or rather an 
increase in the perception of uncertainty. This almost always leads to lower stock prices. In such instances, the 
errors investors make become correlated because they are all affected by the same input. Markets become less 
efficient, potentially leading to significantly mispriced securities. These instances of rising perceived uncertainty are 
the conditions in which we like to hunt for investment ideas1.  

How does the investment team generate a return on value investments?2 

When share prices become dislocated from intrinsic values, we look to generate returns in two ways. The first is 
through ‘emotional arbitrage’: exploiting the sub-optimal behaviour of market participants during periods of high 
uncertainty. We look at stocks that are unpopular, neglected or misunderstood, seeking to be rational when others 
are irrational.  

The second way is through ‘time arbitrage’, which means being more patient than others. This is useful when 
investing in ‘quality compounders’ – good companies that can reinvest and grow – where patience allows for the 
intrinsic value of the company to increase over time. Patience also yields returns when investors need to endure a 
temporary setback for a value opportunity to be realised. We have found it typically takes three to five years, 
sometimes longer, for an investment thesis to play out fully. 

How has your approach to value investing changed? 

There has been a gradual evolution in our understanding of what contrarian investing is for. In our value strategies’ 
earlier years, we were primarily focused on capturing negative sentiment: studying markets for instances where 
participants were being particularly negative, and using that negativity as a proxy for irrationality. Today, we think of 
ourselves first and foremost as students of business who employ contrarianism as a tool to make asymmetric 
investments – i.e., shares that are trading at prices we believe offer more potential upside than downside. The 
behavioural edge (monitoring shifts in market sentiment to identify mispricings; see below) is the mechanism by 
which we access investment opportunities at the right price.  

The philosophical shift is subtle but consequential: the starting point now is not the behavioural aspect of the price 
dislocation, but the quality of the business and the attractiveness of the risk-reward. We think the result of this 
evolution is lower risk of being led towards businesses that are cheap for a good reason, or of holding positions 
through protracted periods of disappointment without sufficient compensation.  

  

 

1 For further information on investment processes, please see the Important information section.  
2 All investments carry the risk of capital loss and past performance does not predict future returns. 
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How do you decide whether a stock is sufficiently good value to  
invest in? 

We look to buy cashflow streams at a significant discount to intrinsic value. Our threshold is a minimum internal rate 
of return (IRR) of 10%, though we typically target at least 15% on a three-year view3. Crucially, we require that this 
return is achievable through cash distributions and earnings growth alone (the combination of which we call 
‘owners’ return’), without relying on a re-rating of the stock (an increase in the valuation multiple). We treat multiple 
expansion as a free option. In low-growth companies, we generally want our entire minimum return hurdle of 10% to 
be covered by distributions, while in growing companies it will be more balanced between distributions and earnings. 
In this way, we have exposure to potential upside through two drivers: fundamental returns (distributions + growth), 
and the less predictable returns from re-ratings.  

How do you decide what size position to take in a company? 

The size of the position is driven primarily by our assessment of downside risk, rather than upside potential. For a 
business where the range of outcomes is narrow and we feel the downside is understood, we are willing to hold a 
larger position. For a business where the potential outcomes are wider or the balance sheet less robust, we will size 
more conservatively regardless of the potential upside. In short, expected upside informs the decision to invest or 
not; downside assessment determines how much capital we commit. 

As a team, what is your investment edge? 

Our edge is primarily behavioural, supported by an analytical foundation that makes the behavioural advantage 
actionable. 

From a behavioural perspective, we think two characteristics are key to capturing mispricings. First is the willingness 
to move towards uncertainty when other market participants are retreating. This sounds straightforward but is 
difficult in practice, because the moments when doing so is most valuable are precisely when it feels most 
uncomfortable. The second is patience: the ability to hold an investment through periods of discomfort long enough 
for a fundamental thesis to play out. 

From an analytical perspective, investment edge comes from the depth and independence of our fundamental 
research. We build conservative intrinsic value estimates from first principles, focus heavily on downside analysis, 
and have developed pattern-recognition across a wide range of businesses and industries over many years. It is this 
analysis that gives us the confidence to act on our behavioural instincts when others are retreating. 

What type of person makes a good value investor? 

Above all, we look for independence of thought. You need to have a self-starting attitude; the courage and 
confidence to stand up for your own views and back yourself in hard times; kindness and humility, so that you can 
accept that you might be wrong; and the ability to engage in debate with an open mind. Many of these traits are in 
tension with each other – the right balance between humility and self-belief is hard to define precisely, but we know 
it when we see it. 

Also, it is crucial to be willing to be uncomfortable. Moving towards uncertainty, buying stocks that are falling, holding 
through periods of underperformance when you believe the thesis is intact – these are things that most investors 
find difficult, and that the structure of most investment organisations actively discourages. We have built a team and 
a culture where this behaviour is not just tolerated but expected, and where the social and professional cost of being 
early or wrong is absorbed collectively rather than falling on any individual. 

 
3 The IRR is an investment screening threshold, not a fund return target.  
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How important is team culture to value investing? 

Team culture is perhaps the least visible, and most underappreciated, aspect of risk management and return 
generation. We think the culture and working environment we have built is a core pillar of our differentiated 
investment approach. It is easy to dismiss as unimportant, hard to observe from the outside and very difficult to 
replicate. But allocators who focus only on the mechanics of an investment process (stock screens, research 
outputs, position limits, etc.) can miss the fact that culture is doing at least as much work as any of these mechanics. 

 
 

General risks: The value of investments, and any income generated from them, can fall as well as rise. Costs and 
charges will reduce the current and future value of investments. Where charges are taken from capital, this may 
constrain future growth. Past performance does not predict future returns. If any currency differs from the investor's 
home currency, returns may increase or decrease as a result of currency fluctuations. Investment objectives may not 
necessarily be achieved; losses may be made. Target returns are hypothetical returns and do not represent actual 
performance. Actual returns may differ significantly. Environmental, social or governance related risk events or factors, if 
they occur, could cause a negative impact on the value of investments. 

Specific risks: Currency exchange: Changes in the relative values of different currencies may adversely affect the 
value of investments and any related income. Derivatives: The use of derivatives is not intended to increase the overall 
level of risk. However, the use of derivatives may still lead to large changes in value and includes the potential for large 
financial loss. A counterparty to a derivative transaction may fail to meet its obligations which may also lead to a financial 
loss. Emerging market: These markets carry a higher risk of financial loss than more developed markets as they may 
have less developed legal, political, economic or other systems. 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 result in 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. 
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Important information 

This is a marketing communication for professional investors only. It is not to be distributed to the public or within a country where such 
distribution would be contrary to applicable law or regulations.  

For further information on our sustainability-related products, please visit the sustainability-related disclosures section within the literature library 
at www.ninetyone.com. 

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. 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 (ESG-related data is still at an early stage 
with considerable variation in estimates and disclosure across companies. Double counting is inherent in all aggregate carbon data). Ninety One’s 
internal data may not be audited. Ninety One does not provide legal or tax advice. Prospective investors should consult their tax advisors before 
making tax-related investment decisions.   

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 fund, product, investment vehicle or derivative. Investment involves risks. Past performance is not 
indicative of future performance. Any decision to invest in strategies described herein should be made after reviewing the offering document and 
conducting such investigation as an investor deems necessary and consulting its own legal, accounting and tax advisors in order to make an 
independent determination of suitability and consequences of such an investment. This material does not purport to be a complete summary of all 
the risks associated with this Strategy. A description of risks associated with this Strategy can be found in the offering or other disclosure 
documents. Copies of such documents are available free of charge upon request.   

In the US, this communication should only be read by Institutional Investors and Financial Advisors (FINRA-registered Broker Dealers). It must not 
be distributed to US Persons apart from the aforementioned recipients. Note that returns will be reduced by management fees and that 
investment advisory fees can be found in Form ADV Part 2A.   

In Australia, this material has been prepared by Ninety One Australia Pty Ltd (AFSL 329636) and is intended for wholesale investors only as 
defined under the Corporations Act 2001 (Cth). 

This material is being sent to you in your capacity as professional investors, institutional investors, other qualified investors as defined 
by relevant local laws and regulations and strictly for your internal use only; and should not be reproduced or distributed to any other 
persons without prior written consent from Ninety One. If you are not an intended recipient you must ignore this material and take no action 
based on the information in it. In Hong Kong, it is for professional investors only, issued by Ninety One Hong Kong Limited and has not been 
reviewed by the Securities and Futures Commission (SFC). In Singapore, it is for institutional investors only, issued by Ninety One Singapore Pte 
Limited (company registration number: 201220398M) and has not been reviewed by the Monetary Authority of Singapore. In the People’s 
Republic of China (the “PRC”), it can be directed only at certain eligible PRC investors as prescribed by applicable PRC laws. In Taiwan, it is for 
professional institutional investors only. In Indonesia, Thailand, the Philippines and Brunei, it is for institutional investors and other qualified 
investors only. For Korean and Malaysian clients this material has been issued to you upon your request, without any marketing or solicitation 
activities conducted by Ninety One. All information contained in this material is factual information and does not reflect any opinion or judgment 
of Ninety One. The information contained in this material should not be construed as an offer, marketing, solicitation or investment advice with 
respect to any investment products or services. The website mentioned in this communication has not been reviewed or approved by any 
regulatory authority in any Asia jurisdictions, and may contain information with respect to investments products that may not be registered in 
some jurisdictions. 

Ninety One Botswana Proprietary Limited, Plot 64289, First floor, Tlokweng Road, Fairgrounds, Gaborone, PO Box 49, Botswana, is regulated by 
the Non-Bank Financial Institutions Regulatory Authority. In Namibia, Ninety One Asset Management Namibia (Pty) Ltd is regulated by the Namibia 
Financial Institutions Supervisory Authority. In South Africa, Ninety One is an authorised financial services provider.   

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, August 2026.  

Additional information on our investment strategies can be provided on request. 

Indices   

Indices are shown for illustrative purposes only, are unmanaged and do not consider market conditions or the costs associated with investing. 
Further, the manager’s strategy may deploy investment techniques and instruments not used to generate Index performance. For this reason, the 
performance of the manager and the Indices are not directly comparable.   

If applicable, MSCI data is sourced from/copyright of MSCI Inc., MSCI Solutions LLC, or their affiliates (“MSCI”), or information providers 
(together the “MSCI Parties”). Please note an important disclaimer applies to MSCI data and can be found at: Notice and Disclaimer for Reporting 
Licenses | MSCI. For regulatory disclosures mandated under the EU ESG Rating Activities Regulation (Regulation (EU) 2024/3005), please visit 
www.msci.com/legal/sustainability-and-climate-resources-and-disclosures for methodology and organizational disclosures and 
https://one.msci.com for rating level disclosures. 

Investment Team  

There is no assurance that the persons referenced herein will continue to be involved with investing assets for the Manager, or that other persons 
not identified herein will become involved at any time without notice. References to specific and periodic team meetings are not guaranteed to be 

http://www.msci.com/legal/sustainability-and-climate-resources-and-disclosures
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held or fully attended due to reasonable priority driven circumstances and holidays. 

Investment Process  

Any description or information regarding investment process is provided for illustrative purposes only, may not be fully indicative of any present or 
future investments and may be changed at the discretion of the manager without notice. References to specific investments, strategies or 
investment vehicles are for illustrative purposes only and should not be relied upon as a recommendation to purchase or sell such investments or 
to engage in any particular Strategy. Portfolio data is expected to change and there is no assurance that the actual portfolio will remain as 
described herein. There is no assurance that the investments presented will be available in the future at the levels presented, with the same 
characteristics or be available at all. Past performance is no guarantee of future results and has no bearing upon the ability of Manager to 
construct the illustrative portfolio and implement its investment strategy or investment objective. 
 

Australia Luxembourg Sweden 

Level 28 Suite 3 
Chifley Tower 
2 Chifley Square  
Sydney, NSW 2000 
Telephone: +61 2 9160 8400 
australia@ninetyone.com 

2-4, Avenue Marie-Thérèse 
L-2132 Luxembourg 
Telephone: +352 28 12 77 20 
enquiries@ninetyone.com 

Västra Trädgårdsgatan 15,  
111 53, Stockholm 
Telephone: +46 709 550 449 
enquiries@ninetyone.com 

Botswana Namibia  Switzerland 

Plot 64289, First floor, 
Tlokweng Road, Fairgrounds 
Gaborone 
PO Box 49 
Botswana 
Telephone: +267 318 0112 
botswanaclientservice@ninetyone.com 

Am Weinberg Estate 
Winterhoek Building  
1st Floor, West Office 
13 Jan Jonker Avenue 
Windhoek 
Telephone: +264 (61) 389 500 
namibia@ninetyone.com 

Dufourstrasse 49 
8008 Zürich 
Telephone: +41 44 262 00 44 
enquiries@ninetyone.com 

Channel Islands Netherlands United Kingdom 

PO Box 250, St Peter Port 
Guernsey, GY1 3QH 
Telephone: +44 (0)1481 710 404 
enquiries@ninetyone.com 

Johan de Wittlaan 7 
2517 JR Den Haag 
Netherlands 
Telephone: +31 70 701 3652 
enquiries@ninetyone.com 

55 Gresham Street 
London, EC2V 7EL 
Telephone: +44 (0)20 3938 1900 
enquiries@ninetyone.com 

Germany Singapore  United States 

Bockenheimer Landstraße 23 
60325 Frankfurt am Main 
Telephone: +49 (0)69 7158 5900 
deutschland@ninetyone.com 

138 Market Street 
CapitaGreen #27-02 
Singapore 048946 
Telephone: +65 6653 5550 
singapore@ninetyone.com 

65 E 55th St, 30th Floor 
New York, 10022 
US Toll Free: +1 800 434 5623 
usa@ninetyone.com 

Hong Kong South Africa  Telephone calls may be recorded for training, 
monitoring and regulatory purposes and to 
confirm investors’ instructions. Please note 
that this communication is not necessarily 
approved for distribution in all of the above 
jurisdictions. For more details please visit 
www.ninetyone.com/contactus 

Suites 1201 – 1206, 12/F, 
One Pacific Place 
88 Queensway, Admiralty 
Telephone: +852 2861 6888 
hongkong@ninetyone.com 

36 Hans Strijdom Avenue 
Foreshore 
Cape Town, 8001 
Telephone: +27 (0)21 901 1000 
enquiries@ninetyone.com 
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