
Think like an owner

In the short run, the market is a voting machine, in the long run it is a weighing machine.

Benjamin Graham, The Intelligent Investor, 1949“
Shares are ownership stakes in real businesses. Buying a share means becoming a part-owner, with your investment tied to the 
company’s assets and future earnings capacity. However, many market participants ignore this reality, treating shares as ticker 
symbols to be traded for quick profits. This is speculation, and while it can work for short periods, our experience is that adopting  
a long-term ownership mentality tends to deliver superior results over extended periods.

Long-term benefits
In the short term, share prices are primarily influenced by non-fundamental factors: investor sentiment, liquidity flows, momentum 
trading, and shifting market narratives. As illustrated in Figure 1, more than 60% of one-year equity returns are driven by changes in 
valuation multiples, which often reflect market psychology rather than durable changes in business value.

However, as the investment horizon extends, the correlation between share prices and underlying business performance strengthens 
significantly. Over a twenty-year period, less than 20% of total returns are attributable to changes in the valuation multiple, with 
earnings growth accounting for the vast majority of investment outcomes. This shift in return composition highlights a fundamental 
principle: the shorter the investment horizon, the more that performance is driven by sentiment, luck and randomness; the longer the 
horizon, the more that business fundamentals determine investment results.

 

Source: Schiller, Canopy Investors. Data used in ‘Irrational Exuberance’, Princeton University Press, updated. www.shillerdata.com.

Figure 1: Key drivers of stock performance, S&P 500, 1925-2025
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Cremers and Pareek (2016) found that among investment managers with portfolios substantially different from their benchmarks, 
only those who held positions for extended periods (typically over two years) consistently outperformed. Their study demonstrated 
that patient, high-conviction investors generated excess returns of 2.3% annually - evidence that patient capital is rewarded.  
A long-term horizon not only improves the chances of successful investment outcomes, it also reduces transaction costs and 
minimizes taxes on realized capital gains.

Market myopia
Despite the benefits of long-term investing, markets have become increasingly short-term focused. As shown in Figure 2,  
average stock holding periods have collapsed from approximately five years in the 1970s to under six months today.

 

Figure 2: NYSE stock holding period (years)

Source: NYSE, Refinitiv, 2020.

In part this shift has been driven by:

•	 High-frequency trading: Quantitative high-frequency strategies, enabled by automated trading systems and advances in 
computation and networking, now account for a significant portion of daily trading volume.

•	 Alternative data and hedge fund strategies: Multi-strategy hedge funds (‘pod shops’) increasingly employ real-time alternative 
data sources to speculate on near-term price movements and quarterly earnings surprises—from satellite imagery of retail parking 
lots to consumer spending patterns.

•	 Increased retail speculation: Low-cost trading platforms, gamified investment apps, and derivative products such as zero-day 
options have made speculation more accessible and appealing to retail investors, further amplified by social media generating 
FOMO (fear of missing out).

•	 Institutional pressures: Professional investors face career risk and institutional pressure to deliver short-term performance.  
As John Maynard Keynes observed, “Worldly wisdom teaches that it is better for reputation to fail conventionally than to succeed 
unconventionally.”

Even fundamental investors face pressure to focus on short-term price movements due to clients’ concerns about short-term relative 
performance. We often find opportunity precisely when others lose patience. When market participants dismiss a  
high-quality, secularly growing company as ‘dead money’ because it faces 1-2 years of weaker performance—regardless of  
its valuation—our interest is immediately sparked.
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Duration arbitrage
Increasing market myopia and volatility may make the journey bumpier, but can also provide valuable opportunities for long-term, 
fundamentally driven investors. We call this ‘duration arbitrage’–the ability to capitalize on mispricing that occurs when the market’s 
short-term focus creates a disconnect with long-term business fundamentals.

For example, high-quality companies with cyclical end markets often see exaggerated share price movements around periods 
of cyclical weakness, which are almost always accompanied by fears of ongoing secular challenges. These temporary setbacks 
frequently lead to significant share price declines as short-term investors rush to exit, creating compelling opportunities for patient 
investors who understand the business’s long-term trajectory. As Howard Marks observed “in the real world, things generally fluctuate 
between ‘pretty good’ and ‘not so hot.’ But in the world of investing, perception often swings from ‘flawless’ to ‘hopeless.’”

Our approach
At Canopy, we are long-term investors who view market myopia as a sustainable and abundant source of alpha. When high-quality 
companies experience share price volatility due to short-term concerns, we look to take advantage–provided our research indicates 
the long-term investment thesis remains intact. We believe that the conviction we build through deep, fundamental research enables 
us to see through market noise and act with confidence when opportunities arise. 

Our focus on the long term naturally also results in lower portfolio turnover than short-term strategies, reducing transaction costs 
and tax implications from realized capital gains. However, in volatile markets where sentiment fluctuates wildly, our long-term 
approach can still result in more trading. We are not simply buying and holding forever – we continuously evaluate our holdings 
against our quality and valuation criteria, as well as relative to the next best opportunities available to us.

Investing like an owner
The forces driving greater market myopia seem likely to persist. While this environment may lead to a more volatile investment 
journey, we believe that remaining disciplined with a long-term focus provides a competitive advantage in delivering superior returns 
in a market increasingly driven by short-term sentiment.

Figure 3: Illustrative high quality cyclical company: EPS vs Price

Source: Canopy Investors.
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For more information, visit 
canopyinvestors.com or call  
1800 895 388 (AU) or 0800 442 304 (NZ).
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The content contained in this article represents the opinions of the authors. The authors may hold either long or short positions insecurities of various companies discussed in 
the article. The commentary in this article in no way constitutes a solicitation of business orinvestment advice. It is intended solely as an avenue for the authors to express their 
personal views on investing and for the entertainment of the reader. 

This information is issued by Bennelong Funds Management Ltd (ABN 39 111 214 085, AFSL 296806) (BFML) in relation to the Canopy Global Small & Mid Cap Fund. The Fund is 
managed by Canopy Investors, a Bennelong boutique. This is general information only, and does not constitute financial, tax or legal advice or an offer or solicitation to subscribe 
for units in any fund of which BFML is the Trustee or Responsible Entity (Bennelong Fund). This information has been prepared without taking account of your objectives, financial 
situation or needs. Before acting on the information or deciding whether to acquire or hold a product, you should consider the appropriateness of the information based on your 
own objectives, financial situation or needs or consult a professional adviser. You should also consider the relevant Product Disclosure Statement (PDS) which is available on 
the BFML website, bennelongfunds.com, or by phoning 1800 895 388 (AU) or 0800 442 304 (NZ). Information about the Target Market Determinations (TMDs) for the Bennelong 
Funds is available on the BFML website. BFML may receive management and or performance fees from the Bennelong Funds, details of which are also set out in the current 
IM and or PDS. BFML and the Bennelong Funds, their affiliates and associates accept no liability for any inaccurate, incomplete or omitted information of any kind or any losses 
caused by using this information. All investments carry risks. There can be no assurance that any Bennelong Fund will achieve its targeted rate of return and no guarantee against 
loss resulting from an investment in any Bennelong Fund. Past fund performance is not indicative of future performance. Information is current as at the date of this document.  
Canopy Investors (ABN 88 677 231 079) is a Corporate Authorised Representative of BFML.
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