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Growth vs. Value: What's the Difference?
With the wide variety of stocks in the market, figuring out which ones you want to invest in
can be a challenging task. You may not be the one to select stocks yourself, and many
people would much prefer a professional do the work of researching specific investments.
As Weiss & Hale Financials’ continued effort to helping you Plan, Invest, and Live Well during
financial literacy month, here are the differences between growth, and value investing.
Value and growth stocks are inverse of one another. Value stocks have low P/E ratio, low
price-to-book, slow earnings, and slow growth. Growth stocks however, have a high P/E
ratio, high price-to-book, rapid earnings, and rapid growth.
Many investors feel it's useful to have a system for finding stocks that might be worth
buying, deciding what price to pay, and identifying when a stock should be sold. Bull
markets--periods in which prices as a group tend to rise--and bear markets--periods of
declining prices--can lead investors to make irrational choices. Having objective criteria for
buying and selling can help you avoid emotional decision-making.
Value investing
Value investors look for stocks with share prices that don't fully reflect the value of the
companies, and that are effectively trading at a discount to their true worth. A stock can
have a low valuation for many reasons. The company may be struggling with business
challenges such as legal problems, management difficulties, or tough competition. It might
be in an industry that is currently out of favor with investors. It may be having difficulty
expanding. It may have fallen on hard times. Or it could simply have been overlooked by
other investors.
A value investor believes that eventually the share price will rise to reflect what he or she
perceives as the stock's fair value. Value investing takes into account a company's
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prospects but is equally focused on whether it's a good buy. A stock's price-earnings (P/E)
ratio--its share price divided by its earnings per share--is of particular interest to a value
investor, as are the price-to-sales ratio, the dividend yield, the price-to-book ratio, and the
rate of sales growth.
Contrarians: marching to a different drummer
A contrarian investor is one example of a value investor. Contrarians believe that the best
way to invest is to buy when no one else wants to, or to focus on stocks or industries that are
temporarily out of favor with the market.
The challenge for any value investor, of course, is figuring out how to tell the difference
between a company that is undervalued and one whose stock price is low for good reason.
Value investors who do their own stock research typically comb the company's financial
reports, looking for clues about the company's management, operations, products, and
services.
Growth investing
A growth-oriented investor looks for companies that are expanding rapidly. Stocks of newer
companies in emerging industries are often especially attractive to growth investors
because of their greater potential for expansion and price appreciation despite the higher
risks involved. A growth investor would give more weight to increases in a stock's sales per
share or earnings per share (EPS) than to its P/E ratio, which may be irrelevant for a company
that has yet to produce any meaningful profits. However, some growth investors are more
sensitive to a stock's valuation and look for what's called "Growth at a Reasonable Price"
(GARP). A growth investor's challenge is to avoid overpaying for a stock in anticipation of
earnings that eventually prove disappointing.
Momentum investing: growth to the max
A momentum investor generally looks not just for growth but for accelerating growth that is
attracting a lot of investors and causing the share price to rise. Momentum investors believe
you should buy a stock only when earnings growth is accelerating, and the price is moving
up. They often buy even when a stock is richly valued,
assuming that the stock's price will go even higher. If a stock falls, momentum theory
suggests that you sell it quickly to prevent further losses, then buy more of what's working.
Some momentum investors may hold a stock for only a few minutes or hours then sell
before the market closes that day. Momentum investing obviously requires frequent
monitoring of the fluctuations in each of your stock holdings, however. A momentum
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strategy is best suited to investors who are prepared to invest the time necessary to be
aware of those price changes. The risk of loss from this type of trading strategy can be
substantial. You should therefore consider whether such a strategy is suitable for you based
on your individual circumstances.
Why understand investing styles?
Growth stocks and value stocks often alternate in popularity. Also, a company can be a
growth stock at one point and later become a value stock. Some investors buy both types,
so their portfolio has the potential to benefit regardless of which is doing better at any given
time. Investing based on data rather than stock tips or guesswork can not only assist you as
you evaluate a possible purchase; it also can help you decide when to sell because your
reasons for buying are no longer valid.
Invest Well –Go to www.weissandhale.com/air to hear Jim discuss risk and the role risk
plays in your investments.
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Laurence Hale and Jim Zahansky offer securities and advisory services through
Commonwealth Financial Network®, Member FINRA/SIPC, a Registered Investment
Adviser. They practice at 697 Pomfret Street, Pomfret Center, CT 06259, 860.928.2341.
The tenured financial team serves individuals, families, businesses & not-for-profit
institutions and they are best suited for investment portfolios over $500,000. Weiss & Hale
Financial helps clients put it all together with their unique process to Plan Well, Invest Well,
Live Well™. For more information regarding wealth management and customized financial
planning with Weiss & Hale Financial, please visit www.weissandhale.com.
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