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Conclusion 

Strategy Insights 
Value vs Growth Update 

Considering the observations and conclusions from the paper "Rising yields & the impact on 

equities", it seems fair to conclude that the best returns from the growth style in US equities is 

probably behind us. 

However, based on the analysis in this paper, a switch to value could be quite costly unless and 

until we truly enter a recessionary environment in the US. The caveat to this would be if we see 

some sort of mean-reversion that reverses the last several decades of underperformance of value 

as a style, in the US markets. 

This creates a particular challenge for portfolios since the majority of growth exposure (25% of 

the 48% in Best Ideas Balanced portfolios) comes mainly from global and thematic funds that 

have a clear orientation to the US. The remainder is split between the UK (12%) and the rest of 

the world (12%). 

An alternative approach in portfolios is to reduce our all-out growth exposures in favour of "quality 

growth" that has proven robust to changes in macro factors and cycle stages. Consequently, if 

the US cycle were to extend and were growth to continue its outperformance (for whatever 

reason), the price of being wrong would be vastly reduced. 

Outside the US, things are less clear. We need to be careful about the direction of the US dollar 

and based on cycle stages we should favour the quality style again. 

eqinvestors.co.uk 
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