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May 3, 2019
Picking the Winners
If you had to choose a portfolio of five stocks to own, would you pick stock Group A or
B?

In evaluating the relative merits of Group A versus Group B, you might consider metrics
like management, brand, profitability, size of addressable market, market growth,
market position, intellectual property and valuation.
If you like relative strength you probably would pick Group B and if you like valuation,
you most likely would select Group A. The five stocks in Group A are the five largest
holdings of the Russell 1000 Value index (IWD: 12.5% of the index) and the stocks in
Group B are the five largest holdings of the Russell 1000 Growth index (IWF: 25.4% of
the index). The relative performance of the growth and value indexes will be in large
part determined by the performance of these stocks.

Since the end of 2016, growth has far outperformed value. The chart below shows the
Russell 1000 Growth index up about 54% versus the Value index up about 18%.

The outperformance of growth over value in the past couple of years has caused the
valuation spread between growth and value to be the widest it has been in a decade.

A natural conclusion from the valuation spread might be to favor value over growth. On
the other hand, when we evaluate the investment merits of the individual stocks that
comprise the value and growth groups, both offer compelling investment cases. Neither
group looks to be suffering from investor irrational exuberance.
Rather than picking Group A or B, the correct answer may be both Group A and B.
Stay balanced. Diversify across the entire market. As investors, we don’t want to miss
a possible valuation rebound in the value sector and we don’t want to miss out on the
growth of dominate technology companies creating the new information economy.
The Delta Market Sentiment Indicator (MSI) is Bullish this week. S&P 500 operating
earnings, originally predicted to be down year-over-year in the first quarter, now look to
be positive year-over-year. The bull run continues for now.
Give Us a Call Today
We invite you to give us a call at (415) 249-6337, visit www.deltaim.com or email us at
info@deltaim.com if you have questions about how we can assist you in managing your
investment accounts.
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