Growth vs Value in Australian Small Caps – January 2018 Update
Australian Small Cap Growth stocks have staged a solid comeback in recent months vs their
Value peers (as measured by MSCI indices) – see the recent uptick in the Chart 1 below:
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Going back to our white paper on Growth vs Value in Australian Small Caps from April
2017, we noted that the underperformance of Growth stocks were at 20 year extreme levels,
and that we expected a reversal with Growth stocks to outperform strongly given compelling
valuation and price signals. Pleasingly for our investors, this has occurred.
As a reminder, Growth stocks in this part of the market have outperformed Value stocks
~60% of the time. So while the chart suggests we are no longer at extreme levels, the current
neutral level still bodes well for Growth stocks going forward.
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