




While the market is captivated by flashy technology, we are more galvanized than ever about staying true to our philosophy: high-quality 

businesses with durable earnings power at defensible valuations. In our view, the opportunity today is not chasing what has already been 

bid up, it is about owning what meets our minimum hurdle rate on fundamentals and can rebound sharply when capital rotates, 

concentration breaks, and valuations mean-revert. The current dispersion between defensives and the broader market does not just 

suggest upside; it suggests the potential for a swift, powerful snapback when the story changes, in our opinion. 

I CONSISTENCY BEATS TRENDY

Defensive stocks offer steady growth, high visibility, and attractive returns through dividends and buybacks, making them resilient 

investments often overlooked by the market. 

While their growth may not match the rapid revenue or earnings expansion seen in companies like Nvidia or early-stage software 

businesses, it is consistent and almost formulaic. For instance, utilities like Duke Energy project long-term EPS growth of 5% to 7% through 

2029 coupled with a -4% dividend yield, delivering a total return potential of around 9% to 11% with minimal valuation risk, in our view.1

But in momentum-heavy markets, steady and visible cash flows do not capture attention the way big promises of future profitability do. This 

is further underscored by the fact that Al narratives have been driving the market frenzy. Semiconductors, cloud, and data center 

infrastructure businesses-among the most cyclical industries in the world-have become irresistible magnets for capital, as we have 

discussed at length in our Dotcom on Steroids series.2 Investors seem to be willfully ignoring their inherent cyclicality, chasing businesses

trading at sky-high valuations on peak margins tied to Al trends with little regard for near-term profitability. Many names in these industries 

are now 'priced for perfection,' in our opinion, leaving no margin for error and setting the stage for significant disappointment when the 

inevitable CapEx spending slowdown arrives. We feel the disregard for these businesses' historical boom-and-bust cycles is nothing short 

of reckless. But, as history shows, narrative-driven momentum can keep markets disconnected from fundamentals far longer than logic 

suggests, as seen in past bubbles including the dotcom era of the 1990s. 

Valuation of the 30 Largest US Semiconductors ... 
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And Their Profitability 

Philadelphia Semiconductor (SOX) Index Forward 12M Gross Margins 
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https://gqg.com/insights/dotcom-on-steroids/






'Boring' Allstate beats 'Hyped' S&P 500 

Allstate Corp vs S&P 500 tota I return last 5 years 
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Source: GQG Partners. LLC (chart). Bloomberg (data}. Data for the time period 3 February2021 through 30 January 2026. You cannot invest directly in an index. PAST PERFORMANCE MAY NOT BE 

INDICATIVE OF FUTURE RESULTS. 

To put it in pragmatic terms: ask a group of people to compare the perceived value of ChatGPT to auto insurance. While most people pay 

for and would pay more for auto insurance-even if rates increase or they lose their job-very few pay for ChatGPT, and far fewer would pay 

more if its price went up.4That willingness to pay, especially in tougher conditions, is the quiet edge we feel that 'boring' insurers offer in

markets as topsy-turvy as this. 

I DEFENSIVES AT MULTI-DECADE LOWS EVEN IN EUROPE

Sectors like staples, healthcare, and utilities 

in Europe are, in our view, also offering an 

analogous "coiled spring" setup, with 

valuations at or near 20-year troughs relative 

to the MSCI Europe Index. The opportunity 

is not simply that Europe is cheap; it is that 

defensives have been de-rated for years, 

leaving a starting point that already 

discounts a lot of bad news, in our opinion. 

As with the US, we feel European staples are 

beginning to get their mojo back in that they 

are benefiting from growth both on and off 

the continent. Companies like Unilever, 

British American Tobacco, and Danone, with 

significant emerging markets exposure, are 

particularly well positioned, in our view. Even 

though consumption growth in emerging 

markets has slowed from past levels, it is still 

Mind the Valuation Gap 

Forward 12M P /E Spread between MSCI Europe Consumer Staples Index and MSCI Europe Index 
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Sourc,e: GQG Partners LLC {chart). Bloomberg (data). Data for the time period 6January 2006 through 30 January 2026. 

You cannot invest directly in an index.. PAST PERFORMANCE MAY NOT BE INDICATIVE OF FUTURE RESULTS. 

expected to outpace developed markets, giving these companies a more reliable growth tailwind compared to most developed market cyclicals. 



https://gqg.com/wp-content/uploads/2026/02/GQG-Do-Multiples-Matter-Aug-2016.pdf


Germany is a useful reality check on the 

European growth debate. As recent 

reporting has highlighted, the German 

economy has been stagnant for roughly 

three years and corporate stress appears 

increasingly broad-based, with rising 

insolvencies and notable closures across 

sectors.5 An environment like that is not the

backdrop you want to rely on for a 

continent-wide bank re-rating that requires 

stronger loan growth; it is a backdrop we feel 

where stable cash flows purchased at 

washed-out valuations can become 

relatively more attractive. 

A Dim Macro Outlook for EU and AU 

Unemployment rates, last three years 
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We would also be more cautious on parts of 

European industrials. With a structural 

slowdown in China and the possibility that 

the data center buildout eventually 

normalizes, a number of industrial business 

models face meaningful downside if that 
Source: GQG Partners LLC (chart). Bloomberg (data). Data for the time period September 2022 through September 2025. 

incremental demand impulse hits a wall­

especially where there is not a second driver to take the baton. In our view, the risk is that valuations are discounting high-single digit 

to low-double digit secular growth that may not be sustainable once the data center cycle cools. This is why the longer-term  valuation 

gap between defensives and cyclicals, such as utilities versus industrials, matters here. 

MSCI Europe: Industrials vs Utilities, Forward 12M P/E 
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