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Growth vs. Value…
Ready…Set…Patience!
When you invest in stocks, it is critical to determine from the outset whether you are
expecting earnings growth now or in the future. After all, the earnings health of
corporations is the most important determinant of long term investment performance.
In order to help you confidently figure this out, let’s just say for arguments’ sake that
there are two different kinds of investors; growth investors and value investors.
The growth ones are the “now” investors. They are buying companies that have earnings
growth now and are expected to grow earnings into the future. The value ones are the
“later” investors. They are buying companies whose earnings are somewhat level and not
showing immediate acceleration. The key for value investors is that you buy them
because you expect their earnings to accelerate some time in the future. In this case, you
would be willing to wait for as long as it takes for your selected company to begin to
grow its earnings. Meaning, value investors are willing to tie up money in a stock for a
long time until the underlying company begins a new cycle of increased profitability.
And since companies often go through recurring cycles of maturity (i.e. Market saturation
and decelerating earnings growth) and renewal (i.e. new product launch and accelerating
earnings growth), your value stock may have the potential to become a renewed growth
stock. That is the best time to purchase it; before that transition from value to growth
stock. On the other hand, growth stocks, no matter how strong their fundamentals are,
typically hit a wall and slow down; in Wall Street parlance, this is commonly referred to
as “the law of large numbers”.
Since both styles of investing, growth and value, have the potential to provide you with
positive investment returns, it would be wise to adhere to a combination of the two. Just
know exactly which style you are using to pick stocks. It’ll help you to remain patient

and at the same time, help you realize when it is time to eliminate a position from your
account.
Thanks for reading this. Please forward this to anyone you know who may find it
interesting. Please reply me if you’d like to comment.
Interested in becoming a client? Call me. Let’s talk about it.
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