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We are talking about individual stocks with specific attributes, not ‘how to get a portfolio to grow’.  The 
concept of owning a growth stock is that the stock price will increase as the company grows.  

1: What Are Growth Stocks? 

 Definition: Growth stocks are shares of companies expected to grow at an above-average rate compared 
to other companies in the market. 

 Key Characteristics: 
o High potential for future growth 
o Typically reinvest profits back into the business (not paying high dividends)? Can the company 

finance their own growth? 
o Often in emerging industries or new technologies      Quantum Computing, Bitcoin 
o Should have very strong competitive market position     NVidia, Taiwan Semiconductor, ASML, 

Visa, Adobe     
o These companies can generate higher returns but when growth becomes suspect the price can fall 

significantly  

 

2: Key Traits of Growth Stocks 

 Revenue Growth: Growth stocks must exhibit above average revenue growth.  
 Strong Market Position: They have a competitive edge or innovative products/services. 
 Price to Revenue: Key to comparing companies in the same industry. Watch the Delta here. 
 Limited or No Dividends: Earnings are reinvested into the company for expansion rather than paid out 

to shareholders. 

 

3: Growth vs. Value Stocks 

 Growth Stocks: 
o Seeking capital appreciation (growing financials results in Stock Price appreciation) 
o For analysis focus on Revenue growth not earnings 
o More volatile (changes in the expected growth rate have impact on stock price) 

 Value Stocks: 
o Undervalued using contemporary financial measures (P/E, ROE, ROIC, ROA,  ) 
o Often pay dividends 
o Lower volatility 

 

4: How to Identify Growth Stocks 

 Key Indicators: 
o Revenue & Earnings Growth: Look for companies with consistent year-over-year revenue and 

profit growth.  Consistency gets a higher valuation in the same Industry.   
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o Industry Trends: Focus on sectors with high growth potential (e.g., tech, healthcare). 
o Innovation: Companies with a history of innovation and new product offerings. 
o Scalability: Businesses that can expand quickly without significant increases in costs or capital 

requirements. 
 Examples: Apple, Tesla, Amazon, and Alphabet. 

 

5: Risks of Investing in Growth Stocks 

 Volatility: Growth stocks are more sensitive to market fluctuations and economic downturns.  WATCH 
liquidity in the economy - source Alan Longbon https://seekingalpha.com/author/alan-longbon or FED. 

 High Valuations: Investors will exit a company is the growth becomes suspect. 
 Competition: As industries evolve, new competitors can disrupt established growth companies. 
 Interest Rates: Higher interest rates can reduce the appeal of growth stocks due to discounted future 

earnings.  (Income now vs Capital gains later) 

 

6: Strategies for Investing in Growth Stocks 

1. Long-Term Investment: Growth stocks often require a long investment horizon for substantial returns.  
On an adjusted basis, Amazon from 1997 to 2003 never reported a profit, but the stock went from $.11 
per share to $1.73 per share) 

2. Dollar-Cost Averaging (DCA): Invest a fixed amount regularly to smooth out volatility. 
3. Diversification: Invest across several industries to reduce risk while focusing on growth stock 

companies in the specific industry.    
4. Fundamental Analysis: Conduct thorough research on a company’s financial health, leadership, and 

growth strategies. Very important to listen to the company earning calls or at least read a synopsis. 
5. Technical Analysis: Use chart patterns and market trends to time your buys and sells effectively.   

 

7: Growth Stock Investing Strategies - Key Metrics to Watch 

 Earnings Growth Rate: Look for companies with consistently growing revenues (15% to 25%+ 
annually) and where that growth rate isn’t declining. 

 Revenue Growth: Top Line growth is more important than earnings. And watch that the percentage 
isn’t decreasing. 

 OR A COMPANY SPECIFIC METRIC 

 

8: Example of a Successful Growth Stock - Amazon 

 Amazon's Growth Journey: 
o Began as an online bookstore in the 1990s. 
o Reinvented itself into a global e-commerce and cloud computing leader. 
o Invested heavily in infrastructure (AWS, Prime, etc.) rather than short-term profits. 
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o Result: Massive stock price appreciation over the long term. 
 Takeaway: Growth investing requires patience and a belief in the company's future. 
 AESI 

 

9: Finding Growth in the Current Market 

 Tech Sector: 
o Companies in AI, cloud computing, cybersecurity, electric vehicles, silicon innovation, 
o Example: NVIDIA, Tesla, Microsoft, Alphabet, Taiwan Semiconductor, ASML. 

 Healthcare & Biotech: 
o The rise of biotechnology, health tech, and aging populations.  Example: Moderna, LLY. 
o Personalized Medicine -  Example Heligenics, and Platelet Rich Plasma. 

 Energy:  
o Nuclear, Fracking, Drilling services 

 

10: How to Build a Growth Stock Portfolio 

1. Research: Start by identifying companies with solid growth prospects. 
2. Diversification: Allocate investments across industries (technology, healthcare) with the best of those 

industries  
3. Position Sizing: Scale in, letting the market validate you decision.  Invest a larger portion in high-

conviction stocks and a smaller portion in emerging stocks. 
4. Monitor & Rebalance: Regularly review your portfolio and adjust and listen to earnings calls. 

 
 

11: Using Growth Stock ETFs 

 What Are ETFs? Exchange-Traded Funds (ETFs) allow investors to invest in a broad selection of 
growth stocks. 

 Benefits of Growth ETFs: 
o Diversification across many growth stocks. 
o Lower risk than individual stocks. 
o Examples: Vanguard Growth ETF (VUG), iShares Russell 2000 Growth ETF (IWO). 

 

12: Conclusion: Key Takeaways 

 Growth stocks offer significant potential but come with higher volatility (i.e. Risk). 
 Research is essential: Carefully analyze companies, sectors, and growth trends before investing. 
 Patience is crucial: Growth investing often requires a long-term view to see substantial returns. 
 Diversify your portfolio to reduce risk and avoid overexposure to any single company or sector. 
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13: Q&A Session 

 Any questions? 
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