When it comes to owning
- stocks of the best-known
businesses in the world,

the treats inside because
they refuse to pay the prices
such hlgh-qua]ity franchises
typically bear.

But a rare opportunity -

ties.

~ As contrarians who like to
buy quality on the cheap, we
began investing in a range of
blue-chip stocks last year
and accumulated positions
in Berkshire Hathaway,
McDonald’s, Microsoft, Wal-
Mart, Anheuser-Busch,
Wendy’s, Costco, Tyco, Foot
‘Locker, Dell and Heinz, all of
which we still own.

This strategy has particu-
larly started to pay off in the
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(ie “growth”) stocks domi-
nated and four in which buy-
ing low price-to-book (ie
“value”) stocks did. (Value
stocks were defined as the

ond the average time in
which stocks domi-
nated was 37 months,
whereas when valueslacks
returned to favour, they
remained favour for an
average of 76 months. Inter-
estingly, 76 months from the
beginning of the latest value
cycle in March 2000 took us
to the middle of this year,

which is when large-cap'
stocks started to out-
perform and traditional low

price-to-book stocks started
to underperform.

Are growth stocks due to
outperform for another two
or three years? I don’t know
and, as a bottoms-up stock
picker, I don't really care.
But value investors such as

n

me continue to see more
“value” today in stocks that
have traditionally been char-
acterised as “growth”.

Investor Insight and co-

founded the Value Investing
Congress.
feedback@tilsonfunds.com




