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“Growth continues to dominate value” 

This year has thus far been a combination of the late 90’s and 2015 in that tech stocks dominate the headlines 

and so much of the market’s gains come from just a handful of stocks. Amazon, Facebook, Apple and Google 

parent Alphabet have combined for nearly 1/3 of the S&P 500’s ~10% gain so far this year. The other 496 

stocks have accounted for the other 2/31.  

That isn’t to say that breadth has been poor, most other sectors have shown relative strength as well. It does, 

however, show the increasing top-heaviness of these seemingly impenetrable companies. Any strategy that 

underweights the big four is likely underperforming. Nowhere does that appear more obvious than the 

growing performance disparity between growth and value stocks.  

 

Only the late 1990’s saw such an extended period of relative performance of growth vs. value. Each market 

cycle is different and today’s tech titans have real earnings but the market no doubt is happy to put a 

premium on their growth and any other company that has healthy growth in a world of tepid relative 

expansion. So are the glory days of value a thing of the past? 

We would say that that is extremely unlikely. The reason that value still holds a long-term advantage to 

growth, despite the wide dispersion over the last ten years, is because value stocks lack the sex appeal of 

their growth brethren and are often less susceptible to the behavioral tendencies of investors to pay any 

price to own stocks that appear to offer the most upside. The relative advantages are typically washed out 



over a full market cycle and given the length of the current expansion, it shouldn’t be that surprising that this 

trend has persisted for such an extended period.  

The rise and fall of the “Nifty Fifty” in the 60’s & 70’s and tech stocks of the late 90’s should be anchors for 

those who think any business or group of businesses is immune to threats. While the table below does show 

a seemingly “small” advantage to value over the long-term, in the world of investing a 1% premium 

annualized over decades is a huge relative return for an investor to capture. That is why many of the 

systematic “smart beta” strategies have value as their top or one of their main factor “premiums”.  

Total Returns of Growth vs. Value Since 1979 

   Source: Morningstar. Returns through July 14, 2017 and periods > 1-yr are annualized 

At the risk of uttering the four riskiest words in investing, it’s different this time, the fundamentals supporting 

the current theme do look less susceptible to an immediate threat. More vulnerable is the investor mindset 

that assumes even the most dominant franchise does not have competitive forces lurking at any moment to 

pounce on the first sign of weakness and that the law of large numbers is not a real factor for extrapolating 

growth into the future.  

The last ten years have been tough for the value investing community who seem like curmudgeons when 

scoffing at the lack of available opportunities in the current market. Those who have been most successful of 

late have adapted by considering those companies that at least offer growth-at-a-reasonable-price (“GARP”) 

as opposed to the outright value bargains that now come with plenty of warts attached.  

It is tough to say what will shift the overall tide back to value, but it may not happen until this current 

expansion comes to an end. The increasing dominance of passive and systematic strategies could make these 

trends persist for longer than they otherwise would as the loss of discretionary stock pickers makes it more 

difficult to shift trends firmly in place. By one recent estimate, only 10% of equity trading is now 

discretionary stock picking2.  

It could also mean that once the momentum does somehow shift back towards value, there could be an 

opportunity for a long-term catch-up trade. That may not happen until growth becomes more widespread or 

valuations extend to the historical extreme between the two. We don’t appear to be there yet.  
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Sources:  

1. https://www.wsj.com/articles/the-other-496-s-p-stocks-1500213602 

2. http://www.cnbc.com/2017/06/13/death-of-the-human-investor-just-10-percent-of-trading-is-regular-stock-picking-jpmorgan-

estimates.html 

 

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any 

individual.  To determine which Investment(s) may be appropriate for you, consult your financial advisor prior to investing.  Information is based on 

Index YTD 1-Yr 3-Yr 5-Yr 10-Yr 15-Yr 

Since 

1/1/1979 

Russell 1000 Growth 16.66 19.11 11.62 15.91 8.74 9.69 11.22 

Russell 1000 Value 5.38 13.07 7.45 14.17 5.33 8.70 12.16 
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sources believed to be reliable, however, their accuracy or completeness cannot be guaranteed. Statements of forecast and trends are for informational 

purposes, and are not guaranteed to occur in the future.  

All indices are unmanaged and may not be invested into directly. Advisory services offered through Feltz WealthPLAN, DBA of WealthPLAN Partners.  
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