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Content Highlights: 
1. The equity market rallied a lot since March this year, do you think the rally is sustainable? 

• At the beginning of the year, there was a general consensus that we were heading for a great 
depression, there was a lack of confidence in the markets and we were in a negative feedback 
loop. I think where we are now is clearly economic environment that is improving, we see it in 
emerging markets, they have recovered a lot faster than developed markets, and we're now in 
a positive feedback loop.  

• The emerging markets are the markets that had actually went down the most last year. So if 
you went down 80% last year, and you go up 100%, you are still down 60%. But the key here 
is, if you ask if the market rally is sustainable. The market is mostly developed markets, they're 
80% of the market, and they're only up between 15 to 20% this year.  

• If you look at US, Europe and Japan, the economic data in those markets are improving 
rapidly. It hasn't improved as quickly as in the emerging markets, but it's certainly improving. 
So, I do believe that the market rally is sustainable and can go higher. 

 
2. What is value investing and what is your approach to invest? 

• Value investing is buying great companies at a big discount. So our approach in value 
investing is based on 3 principles: Marginal Safety in the Business, Margin of safety in the 
valuation, and catalyst to unlock the value.  

• Marginal Safety in business is buying a company that is a leader, that may have a high market 
share, but it certainly has a distinct competitive advantage. It's a business where you don't 
have to worry about 2 or 3 years down the line there's a competitor going to come in so as to 
wipe out the profitability in that particular business. Margin of safety in the valuation is buying 
a great business at a discounted price, if you think that company is worth 10 dollars a share 
but you are buying only 5 dollars per share so you can generate a significant return.  

• If you really bought $5 per share, then that has to be some sort of event in the future that's 
going to unlock that value for you. So there has to be some sort of event that allows the 
market to reassess the value of the business, and that's the catalyst and that's very important 
in the process.  

 
3. Does your kind of investing work well in a bull or bear market? 

• It does work well in a bull or bear market. It works well over a 2 to 3 year time horizon. And 
times when the markets are acting irrationally, where it may not work as well.  

• For example in 1999, when some technology stocks went up 100%, that was a speculative 
move, our process, our approach to investing would lead us away from technology companies. 
In the short term, we may underperform.  

• Another example in 2008 Q3, when the market was acting completely irrational. We owned 
stocks, say in emerging markets that were monopolies that traded down to 2 times earnings. 



When a monopoly trades down to 4 times earnings, we will buy it. But last year, some of them 
traded down to 2 times earning.  

• In the short term, the value investing approach can cause you to underperform, but over the 
2-3 year time horizon, you will generate upside return. 

 
4. Are there any markets you particularly like? 

• Brazil, we think Brazil is positioned very well in the financial crisis; it didn't have a credit bubble 
or a housing bubble. It's self-sufficient in energy, materials, and agriculture. Lastly it has been 
through so many financial crisis in the past that has the confidence to get through this one.  

• India, a lot of young people there, also there are a lot of low-hanging fruits in terms of 
productivity improvements. Productivity improvements lead to higher real wages, and higher 
real wages lead to sustained GDP growth. So that is very favorable in the long term for the 
equity markets in India. 

 

 

 

 
Important Note: The above is strictly for information purposes only and should not be considered as an offer, or solicitation, to deal in any 
of the investments mentioned herein. Some information contained here is provided/sourced by information providers or it is being 
re-transmitted in the ordinary course of business to you for information and reference purposes only.  Manulife endeavours to ensure the 
accuracy and reliability of the information provided but do not guarantee its accuracy or reliability and accepts no liability (whether in tort 
or contract or otherwise) for any loss or damage arising from any inaccuracies or omissions. Some of the information in this document 
may contain projections or other forward-looking statements regarding future events or future financial performance of countries, markets 
or companies. These statements are only predictions and actual events or results may differ materially. Any opinion or estimate contained 
in this document is made on a general basis and is not to be relied on by the reader as advice. Manulife reserves the right to make 
changes and corrections to its opinions expressed in this document at any time, without notice. Any unauthorized disclosure, use or 
dissemination, either wholly or partially, of this document is prohibited and this document is not to be reproduced, copied, or made 
available to others. 
 
Investment involves risks. Fund prices may go down as well as up. Past performance figures shown are not indicative of future 
performance. Please refer to the prospectus for further details, including the risk factors, charges and features of the product. 
Investments in the emerging markets may be subject to special risks and the risks could be substantially higher than the risks normally 
associated with the world's more established stock markets. 
 
Investor has his/her own personal investment objectives and investment products may not be suitable for everyone. Investors should not 
solely rely on this website to make any decision to invest in an investment product and should seek independent professional advice if 
necessary. 
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