Simple solutions to complex problems
the Dundas way

At Dundas Global Investors, our job is to analyse some of the most complex companies in the world in order
to build a detailed understanding of their potential for sustained dividend payment growth over the coming
decades.  
You might assume, therefore, that our own business and methods would necessarily be as intricate and
impenetrable as the most labyrinthine balance sheets we are required to scrutinise. In fact, the opposite is true.  
In attempting to make sense of the complex and messy world around us, our instinct from the outset has
been to strive for the most simple structure and the most straightforward processes possible.   
We subscribe unabashedly to a “no frills” approach. Our reasoning is that anything beyond our
core investment process - which is the very thing that defines us as a company - risks becoming no more than
a distraction, detracting from the task at hand.
That task? To identify among a group of high-performance stocks the most reliable and resilient companies
capable of delivering sustained dividend growth.
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Complex simplicity
We mean neither to underplay nor overstate the significance of our investment process here, simply to explain
transparently the way we think and work. We do so not for reasons of false modesty or hubris, but because these
are the defining characteristics of our company and we wouldn’t expect anyone to award us a mandate without
first understanding our approach.  
To call our process simple is not to suggest it is easy. The reality is far from that, being labour intensive, pressured
and multi-faceted.  
However, our investment philosophy is in essence pretty straightforward: we scour the world for the best
dividend growth companies. That’s it. We don’t follow fads or trends, but stick resolutely to that fundamental
goal. And we resist any temptation to over-engineer the practical delivery of that philosophy with
unnecessary bureaucracy or compartmentalisation.  

How we work  
We use only our own independent research to identify these companies, meaning we can calibrate that research
very specifically to identify dozens of stocks with the potential to generate cash and dividends in a sustainable way.
At its most basic, we ask ourselves: which sectors and companies are growing and which are not? Why is that so?
And what are the prospects for those that are thriving to continue doing so for many years to come?  
It sounds rudimental, of course, but the process of answering those questions with the high degree of confidence
necessary requires a fastidious attention to detail and no little judgement.   
We are clear – and we remind ourselves of this fact regularly – that bias and ego are the enemies of our investment
process. Those twin foes need to be eliminated from our thinking, from our research, and from the decision-making
process. Ego makes us susceptible to manipulation by narrowing our field of vision; it looks for information that
confirms what it wants us to believe.
  
The stocks we invest in must be able to speak clearly for themselves to our entire team, rather than relying on the
persuasiveness of a starry-eyed analyst or the confident backing of a superstar fund manager.  
We are a small team of generalists and we hunt as a pack. Our approach is collaborative and never competitive,
which is another reason egos must be left at the door. Errors are never attributed to individuals. If we err, we
err as a collective and we always admit it, acknowledge it, and learn from it. We work hard to foster a culture of
continuous learning and we make sure we learn from our successes as well as our mistakes.
We do not divide our research effort by geography or sector. It may well be more efficient for us to do so, but it
would almost certainly result in a narrowing of our scope. Some firms believe that employing a dedicated banking
specialist, for example, enables a deeper understanding of that sector. We prefer to challenge every member of
our team to be a banking analyst, an energy analyst, a retail analyst, a technology analyst, and everything else. We
use the same yardstick for all stocks, regardless of where they are domiciled, which means we do not apply country
biases or premiums for certain jurisdictions or designations, like emerging markets.
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THE DUNDAS MOSAIC

By adhering to that more collaborative approach, we can survey companies by triangulation, rather than risking
myopia, and arrive at a fuller view of a stock or an industry. It is what we refer to internally as ‘the Dundas mosaic’.
Our approach succeeds because everyone has a clear idea of the big picture and is therefore qualified to help
piece the puzzle together, with the facts and fundamentals bearing the weight, free from conscious or unconscious
human bias.
Diversity of thought is always our aim. We sift through the world of stocks to uncover what we find particularly
desirable, rather than screening companies which is, by definition, a blinkered approach that risks
obscuring potential jewels from our vision.  
The only circumstances in which we willingly apply blinkers is with regards to our competitors. We have no desire to
know what they are doing or how they are thinking. That is not due to arrogance or a desire for blissful ignorance,
but in case that knowledge allows bias to infiltrate our own analysis and approach.  

How we set ourselves up
The way we organise ourselves is important, too. Partnership is more than just a word or a legal structure; it is a
concept and an ethos that runs through everything we do and which applies to clients and colleagues alike, aligning
the interests of everyone involved.  
The ‘principal agent problem’ is rife in the financial services industry and occurs when agents of a
firm (employees) take decisions on behalf of their principals (the business owners). Given that their incentives are
slightly different, agents’ decisions are not always the same as those that would be taken by principals.  
This is especially risky in investment management, given that we are entrusted with investing people’s
hard-earned pensions. In most large investment companies, the people who decide how and where that money is
invested are not the same people who own the firm. They are employees, and as diligent and dedicated as they may
be, as pure the intentions, their interests are not necessarily aligned with yours as an investor.  
In partnerships like Dundas, the investment managers are partners and thereby owners of the firm, so it is in our
best interest to make the optimal long-term choices, both for the company and for investors. Not only do we see
ourselves as co-investors in spirit, we are genuinely so in reality, and we always seek to involve our clients actively in
the investment process, ensuring the rationale for our decisions is clearly articulated and understood.  
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There are no individual incentives for sales success or a good investment idea. Instead, we understand that by
focusing on the firm’s priorities – good investment results, clear communication with clients, sound administration
and sustainable growth – the firm will grow and we will all share its success together.

The value of culture and the culture of values
Collaboration and principals, as described above, are two of the five values we subscribe to as a company, which
shape our culture and direct our actions. Challenge, stewardship, and advocacy are the other three, of which more
below.
We encourage new ideas and independence of thought at Dundas. This demands challenge of the status quo and
of our own behavioural biases, along with those of the industry. The principle of challenge aligns closely with our
co-ownership ethos and ensures decisions are taken with all the relevant information out in the open and without
any need to question the motives of anyone providing a counterview.
Stewardship speaks to the care and attention that is applied to ensuring we leave an investment, a relationship or
a team member better than you found them. It is a concept we have written about at greater lenth. At its core, it
demands a deliberate sacrificing of a potential short-term gain if this comes at the expense of long-term value.
We demand advocacy within the firm and subscribe to the philosophy that everyone’s voice should be heard when
a decision is made – whether or not they are physically present.
Collaboration and advocacy make us better colleagues, and a more efficient and lean business, the benefits of
which we can pass to clients through better returns aided by lower, more equitable fees. They create an environment in which team members can flourish and clients are assured the best of Dundas collectively.
Challenge and stewardship make us better investors as we seek enduring and sustainable insights and connections
between companies, industries, economies and broad socioeconomic themes. They are a constant reminder that
the businesses we invest in must be sustainable and looking after all their stakeholders all of the time.
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Taking an oath of optimism
We have recounted elsewhere in this series what we describe as “the oath of optimism”, our belief in tomorrow’s
world and our confidence in the ability of public companies to capitalise on change, however it presents
itself and regardless of the volatility it brings.  
We take that oath as investors in our own right too, and in full knowledge of what is required: fully investing in a
select few stocks, with a consistent discipline, knowing that over the long-term occasional dips in the road do not
ultimately affect its upward trajectory.  
Our approach to achieving that end is flexible, insofar as it is informed and tempered by the constantly evolving
world we inhabit. We do not pretend that we can control that world, or wish it into being more easily predictable. As
much as we are optimistic for the prospects of capitalism, our investment process is grounded in realism too, in
that we accept the world as it is - for all its frustrating imperfections and their consequences - rather than wasting
energy longing for it to be more stable, less fraught.  
Our investment strategy is impervious to industry fashions or fads. By investing for dividend growth through a
portfolio with strong risk control and valuation disciplines, the prospects for long-term returns that beat global
equity benchmarks remain excellent.  
By choosing to own no more than 70 or so stocks, it is imperative that we are exceptionally good
at uncovering the very best performers. As your co-investors on this journey, it is as much in our interests to do
so as it is in yours.  

Disclaimer Text
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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Contact

LGBR Capital
10 Throgmorton Avenue
London
EC2N 2DL
Tel : 020 7071 3948
dundasglobalevents.co.uk
investor-relations@dundasglobal.co.uk

Dundas Global Investors
41 Northumberland Street
Edinburgh
EH3 6JA
UK
Tel : 00 44 131 556 2627
info@dundasglobal.com
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