
Audrey Hepburn famously opined that

To plant a garden is to 
believe in tomorrow.“ “

To invest your money in buying company shares is to make a hugely optimistic assumption about the future of 
capitalism, our society, and the capacity of both to grow and flourish.  
  
With equity investing, the belief in tomorrow is not blind hopefulness, but enlightened confidence. 

Unlike gardening, where droughts, frosts or floods can test your faith and destroy what you have sown, equities are 
as hardy and perennial an investment crop as there is. 

Saving for our retirement is probably the greatest financial challenge we will face and certainly the one with the 
most enduring consequences. But when you can afford to look beyond the short-term peaks and troughs of a share 
price to focus instead on the distant horizon, equities are the most reliable means of getting you there. 
    
To be clear, by long-term we mean decades. Fortunately, decades’ worth of data shows quite clearly that equities 
are by far the best performing asset class over that tenure.  

Equity returns have, on average, grown faster than inflation. Between 1900 and 2018, the average return on equities 
was 6% per annum after inflation, far outstripping the real returns on other assets.  

Perhaps the most attractive and under-appreciated feature of equities is that returns from shares compound 
in a different way to returns on other assets. This is because companies generally retain part of their profits 
to be reinvested in the business, and they usually do this even when they pay out dividends. That investment is put 
to work in boosting future growth, which typically fuels a higher valuation.  
 
So, the asset held by an equity investor is constantly reinvesting in itself to generate more earnings in the future, all 
of which compound over time. 

It is incredible that with all the evil and warmongering inflicted by man upon men, women and children during the 
20th century, global equity returns were resilient and positive, as well as proving 
more effective hedges against unexpected inflation than other assets.

At the heart of all this is what Joseph Schumpeter termed “creative destruction”, or the incessant mechanism of 
product and process innovation through which new inventions replace outdated ones. 
  
When we say we believe in equities, what underlies that belief is an unswerving faith in the destructive powers of 
capitalism and its capacity to embrace whatever horrors, delights, or consumer trends befall us, responding to 
them by improving goods, offering greater choice, or becoming more efficient and productive. 

CREATIVE DESTRUCTION

When people invest the first pound in their pension pot, they do so in the knowledge that they cannot touch that 
pound again for several decades. They cross their fingers and hope that by then, that pound and the many others 
that have followed it since, will have been multiplied several times over thanks to people like us.    
  
We are willing stewards of that optimism and our skill is in independently researching and 
understanding the underlying rhythms and fundamental strengths of capitalist economies, then identifying the 
best long-distance runners regardless of the prevailing market and economic conditions at the point of investment.   
  
We have taken the oath of optimism as co-investors alongside you. We do so in full knowledge of what’s required: 
investing in a select few stocks, with a consistent discipline, knowing that volatility will follow but that occasional 
dips in the road do not ultimately affect its upward trajectory.

We are as bullish as ever on the outlook for listed stocks. The past couple of millennia offer ample evidence and 
justification for our confidence in the unfailing ability of capitalism to capitalise on change, however it presents 
itself. We believe in equities because, like gardeners everywhere, we believe in tomorrow. 

The Dundas credo – investing long-term in a few companies on public markets – is an increasingly unloved 
approach. But we see no more attractive way to deploy our financial resources fruitfully in the pursuit of 
blossoming long-term outcomes.  

We don’t disagree, but had she posited that “to invest in equities is to believe in 
tomorrow”, we would have been entirely at one with her.

Taking the oath of optimism
long term equity investment for the not-so-faint-hearted

Long-term liabilities 
require long-term assets

Your choice of travelling companion matters

Dundas Partners LLP is authorised and regulated by the UK Financial Conduct Authority and registered as an 
Investment Adviser with the US Securities and Exchange Commission. It operates as Dundas Global Investors.
 
This article has been produced for professional investors only.  The opinions and insights expressed are our 
objective view and intended for information purposes only; this article does not constitute a recommendation 
to buy or sell any fund, security or investment.  This article may not be reproduced, distributed or published 
in whole or in part without the prior approval of Dundas Partners LLP.   The contents are based on sources of 
information believed to be reliable; however, no guarantee, warranty or representation is given as to its accuracy 
or completeness. If it prompts an interest in Dundas Global Investors, please contact us for information on our 
funds. This article is not a substitute for a fund’s prospectus or disclosure document. The commentary expressed 
addresses general investment matters only, not Dundas’ specific strategies. Potential investors should consider 
the need for independent financial advice.  Past investment performance is not a reliable indicator of future 
investment performance. You should be aware of the risks associated with investments in any fund, security or 
investment strategy.
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