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Growth vs. Value: A Prolonged History of Leadership Trends  

When investing in stocks, individual companies are classified by many characteristics including size, sector, and 

financial valuation. This allows investors to hone in on specific types of companies which interest them. Within 

this piece, we'll discuss the difference between companies categorized as growth and value.  

 

The Different Indexes 

The Russell 1000 Growth and Russell 1000 Value indexes represent growth and value stocks, respectively. 

Starting with growth, the Russell 1000 Growth Index contains companies that tend to trade at higher valuations 

(higher Price-to-Earnings or PE ratios). The expectation is that they will grow faster than the average firm within 

the market. Additionally, growth companies typically reinvest their earnings back into their business rather than 

paying them out in the form of dividends. Sectors within this index include consumer discretionary, technology, 

and health care. Examples of specific companies within the index include Apple, Microsoft, and Amazon.com. 

 

Conversely, the Russell 1000 Value Index contains companies that are trading at a discount to the market (lower 

Price-to-Earnings or PE ratios). Their lower valuation suggests they are mispriced or have lower growth 

expectations. These types of companies tend to pay out their earnings in the form of dividends rather than 

plowing them back into their underlying business. Financial Services and Energy are the two largest sectors 

within this grouping. Specific companies include: Exxon Mobile, General Electric, and Wells Fargo. 

 

A Short History Lesson 

Historically, each of these indexes has gone through cycles of leadership. Chart 1 illustrates these leadership 

cycles over the last twenty years. Diving in deeper, we can identify what drove the returns of each index.  

 

Starting in the late 1990s, the 

technology boom and bust is the 

obvious explanation for the 

performance of the Russell 1000 

Growth Index. From there, the early 

to mid-2000s was driven by a 

commodity cycle linked to emerging 

market growth. This caused the 

Russell 1000 Value Index to 

outperform due to its high exposure 

to materials and energy companies. 

Around the mid-2000s, the U.S. 

housing market began to slow and 

negatively impacted financial stocks. 

This caused the value index to start 

lagging its growth counterpart. Soon after, the Great Recession came and value continued to struggle. Since 

then, consumer discretionary and health care stocks have led the way and bolstered the Russell 1000 Growth 

Index’s strong outperformance. 

 

 

Chart 1 

Source: Russell Investments, St. Louis Federal Reserve. 
Data as of 09/01/2015. 
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More recently, the dispersion between growth and value has been very wide, 

especially within large cap stocks. Chart 2 illustrates this through the first three 

quarters of 2015. Most of growth’s leadership has come from consumer 

discretionary stocks such as Amazon.com, Netflix, and Starbucks. On the flip side, 

value has lagged due to its exposure to energy and materials. Companies such as 

Exxon, Chevron, and DuPont have underperformed and dragged down the value 

index. However, investors can avoid this bifurcation by allocating to a broad market 

index. An index such as the S&P 500 consists of a blended mix of companies 

classified as both value and growth and avoids the potential of over investing in the 

wrong style or sector.  

 

Potential for Changes in Leadership  

Looking ahead, Chart 1 suggests that the leadership cycle may be close to a turning point. Many sectors within 

each index have experienced bouts of good and bad returns over the last 5 years. Health care and consumer 

discretionary stocks have vastly outperformed the broad market. On the other hand, energy and materials have 

underperformed over the same period. Using history as a guide, one might assume that a rotation into these 

“undervalued” sectors may be looming. However, there are no hard and fast rules which dictate that this must 

occur and growth may continue leading. 

 

Only Time Will Tell 

In conclusion, investors have many options when it comes to stocks. Companies are categorized by their size, 

sector, and financial valuation. The Russell 1000 Growth Index contains more expensive firms with higher 

expectations of financial progress, while the Russell 1000 Value Index includes companies trading at a discount 

due to mispricing or lower growth expectations. Over time, these indexes have experienced rotating cycles of 

leadership and outperformance. Looking forward, a change in leadership from growth to value may be upon us, 

but only time will tell. 

 

As always, please feel free to contact us with any questions you may have. 

 

 
William Kring, CFP®, AIF® 
Chief Investment Officer 
 
Matt B. Bailey, CFA®, CMT® 
Portfolio Manager 
 

 

 
 
 
 
 
 
 
 

Chart 2 

Source: JP Morgan.  
Data as of: 09/30/15. 
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Important Risk and Disclosure Information  
Investing has risks, some of which may be substantial depending on the objective. Investors should carefully consider their 
objectives, risk tolerance and time horizon before investing. There is no guarantee that investment objectives will be 
achieved. Diversification does not necessarily ensure a profit or protect against a loss. Certain investments discussed may 
not be liquid. ETF’s, non-traded securities and closed-end funds and other investments could be worth more or less than 
their net asset value when bought or sold. A complete description of risks can be found in the prospectus for each 
investment.    

This material is provided on an informational basis only and should not be construed as a solicitation for any specific 
product or service. The views expressed in this report are those of investment professionals and are current only through 
the date when this was delivered, and are not intended as investment advice or a recommendation to purchase or sell 
specific securities. All discussion of asset allocation and/or portfolio diversification reflects general principles and does not 
represent a recommendation for specific action.  

These opinions may change at any time without notice, and there is no assurance that any securities discussed herein, will 
remain in an account at the time you receive this information. It is not possible to invest directly in an Index. Various index 
names that we refer to may be registered trademarks. Past performance does not predict future results. While every effort 
has been made to verify the information contained herein, we make no representations as to its accuracy.    

Wealth and Pension Services Group, Inc., (WPSGI) and its affiliates and its employees are not in the business of providing 
tax or legal advice. Tax‐related statements, if any, may have been written in connection with the marketing of the 
transaction(s) or matter(s) addressed by these materials, to the extent allowed by applicable law. Any such taxpayer should 
seek advice based on the taxpayer’s particular circumstances from an independent tax advisor. You should only rely on your 
statements from you custodian(s) for definitive information about your accounts, holdings and transactions. While we make 
every effort to ensure the accuracy of reports we provide, our company is a registered investment advisor, not a custodian, 
so we must rely on information from other sources for generating reports and cannot guarantee the accuracy of such 
information.    

WPSGI does not give any representation or warranty as to the reliability, accuracy or completeness of any third party 
material, nor does WPSGI accept any responsibility arising in anyway ( including negligence) for errors in, or omissions from 
such third party material. The fact that third party information was provided through WPSGI does not constitute an 
endorsement, authorization, sponsorship, or affiliation by WPSGI its owners, or its employees. Securities offered through 
Triad Advisors, Inc. Member, FINRA/SIPC. Investment Advisory services offered through Wealth and Pension Services 
Group, Inc.    

Please see form ADV 2 and part B for a complete description of services, conflicts and disclosures. A copy can be requested 
by calling 770-333-0113.  

 


