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Value and growth – two sides of the same coin 

Written by: Shmuel Simpson, Investment Analyst at 36ONE Asset Management 

 

Pigeonholing is a handy tool we use to make sense of massive amounts of information we absorb. By classifying 

phenomena into clearly defined categories, it makes it a lot easier not to be overwhelmed.  

But the obvious risk is that such an approach can result in misclassification due to our inability to see nuances of 

a particular situation. Instead of making the effort to clearly identify a situation, we rely on the convenience of 

pigeonholing. Investors are often guilty, at times greatly so, of this behaviour. 

Take, for example, the traditional classification of value and growth. Some value investors will look for stocks that 

are statistically cheap on a P/E basis and conclude that there is value to be found. Conversely, fast growing 

companies often trade at very high multiples and on the surface seem very expensive. Traditional value investors 

will often shun these “growth” companies as they don’t fit the classic definition of a cheap stock.  

In an economy where technology is becoming essential, investors must be cognisant of the exponential growth 

potential in many technology companies. Network effects and scaling ability of certain SaaS companies means 

that what may seem expensive may, in fact, not be the case.  

Many of the large-cap technology companies like Microsoft and Facebook may have seemed very expensive a 

few years ago when valued at simple forward P/E’s. However, a deeper, more nuanced analysis would have 

revealed the growth potential inherent in these companies and that they could have been viewed as value plays.  
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Hindsight is 2020 and while it’s easy to look back and see how certain growth stocks were in fact value stocks, 

the key is having the foresight to see earnings potential before the market does. It’s easy simply to write off 

companies as either expensive or fads due to superficial analysis and preconceived notions of value.  

Taking a longer-term view also implies greater risk. It is difficult to be certain of what the future holds three to four 

years out. Technology evolves and certain products or services may become obsolete. Therein lies the opportunity 

for greater returns. 

Value and growth should not be viewed as two distinct investing styles. Rather, both should be incorporated into 

a more comprehensive investment process. Growth informs value and is often a key element of a true “value” 

stock. Companies that have strong structural tailwinds with a long runway, are at times undervalued because of 

the market under-appreciating the growth potential.  

While the market does, at times, get ahead of itself and assigns outrageous valuations to hyper-growth 

companies, this does not mean that one should write off an entire sector. Labelling companies, and even entire 

sectors, as simply too expensive, can be an easier approach, but it can also mean that you are forgoing an 

opportunity to invest in a truly undervalued company.  

Superficial analysis is easy, but true value is found in an in-depth understanding of growth.   
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Glacier Research would like to thank Shmuel Simpson for his contribution to this 
week’s Funds on Friday. 
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