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 and why it is likely to continue
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About GrowthLine 
Capital 
GrowthLine Capital is a long/short equity, high return-
seeking growth hedge fund that invests in companies 
benefiting from disruptive change that can become 
multiples of their current size.1

We are in an era of disruptive change where fortunes 
are being created and destroyed. GrowthLine employs 
a bottom-up research process to capitalize on this and 
utilizes an internally developed “Growth Cycle Investing”
framework for both longs and shorts that focuses on 
mapping companies along the adoption curve. All growth
companies go through this cycle, from early adoption to 
maturity, yet most of them will fail. This dynamic provides 
experienced growth investors meaningful long and short 
opportunities.

Founded in 2019, GrowthLine Capital is a 100% veteran 
owned firm.

GrowthLine Capital Management LLC
info@growthlinecap.com

203-653-8810

1 Please see important information at the end of this whitepaper.
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A common question heard in our investor meetings 
is how to think about the recent outperformance of 
growth stocks relative to value stocks.  Stocks generally 
categorized as growth have outperformed value quite 
handily for the past decade.  A natural reaction to this 
decade of outperformance is to expect some measure of 
mean reversion and a period of reversal of comparative 
performance.2

However, putting this recent performance in a longer 
historical context is helpful.  Below is the plot of the 
performance of growth stocks versus value stocks 
going back to 1926.  This data comes from the Chicago 
Booth Business School’s Center for Research in Security 
Prices and uses the Fama/French style benchmarks.  
From this longer perspective, we can see that while 
the past decade has certainly been led by growth, the 
past century has been led by value.  In fact, it wouldn’t 
be much of a stretch to characterize the past century’s 
market performance as the ‘Era of Warren Buffett.’  A 
good investing strategy during this period was to buy 
and hold value stocks, while occasionally tilting toward 
growth stocks; or, as the strategist Francois Trahan once 
wrote, it was best to “live in value and vacation in growth.”

To anticipate a mean reversion back to the century long 
trend, one must believe that the conditions that created 
the trend remain in place. To assess those conditions, 
we must first define what we are analyzing.  Value, in 
general, means something is less expensive relative to 
an alternative.  For shares of companies, investors agree 
to pay a lower price for some versus others typically for 

two reasons.  The first is that the company is less likely 
to make itself more valuable over time; in other words, 
it grows more slowly.  The second is that its outlook is 
less predictable.  Companies with less certain futures 
are often tied to some cyclical forces outside of their 
control, like interest rates for banks, oil prices for energy 
companies or economic growth for industrial equipment 
makers.  Value stock indexes are largely comprised of 
these slower growing and cyclical companies.

When there is a macro tailwind, value stocks tend to 
outperform.  The logic is reasonably straightforward.  
With less of an ability to grow on their own, a macro or 
cyclical tailwind helps the company’s business activity 
accelerate and the lower valued shares seem like an 
especially good bargain.  This contrasts with traditional 
growth companies whose fortunes are more tied to 
innovation and expansion of end markets and generally 
are less affected by macro winds.  In other words, 
companies like Netflix do not worry too much whether 
the ten-year Treasury bond is yielding 2% or 3%, but JP 
Morgan certainly does.  

2 For additional important disclosures regarding this whitepaper, please see the last page hereof. 
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back to the century long trend, 

one must believe that the 
conditions that created the trend 

remain in place.



5

Russell 1000 Growth Index vs Russell 1000 Value Index

GDP
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Source: Jefferies, Factset

With robust and accelerating economies helping value 
stocks disproportionately, the ‘Era of Warren Buffet’ 
makes sense given the extraordinary economic boom 
the world experienced since the end of World War II.  
The chart at the bottom is quite remarkable, as the past 
century witnessed the greatest explosion of economic 
growth in human history. 

To understand why this happened and whether it is likely 
to continue, we look to the basic drivers of economic 
growth.  At a high level, GDP growth is driven by two 
factors: the number of people and the productivity per 
person.  Economists have made careers modeling and 
predicting productivity with multifactor equations, but 
at its most basic level, it comes down to just those two 
inputs.

Looking at the history of how growth and value stocks 
performed in different economic environments provides 
some evidence that value stocks do indeed tend to 
outperform growth during stronger economies.  The 
chart below examines the performance of the Russell 
Value and Growth benchmarks during periods when 
corporate profits are accelerating or decelerating.  The 
table on the right shows the average annual performance 
in periods relative to absolute levels of GDP.  

Source: BofA Merrill Lynch
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news for future economic growth is that we do not get 
to do that again.

With population growth faster than any time in history 
combined with tremendous growth in productivity, we 
witnessed the most positive economic environment in 
human history.  For companies and stocks that do better 
with cyclical tailwinds, it is hard to imagine a better 
scenario.

Productivity also boomed during this post war period as
capitalism spread and more women entered the labor 
force. The end of the Cold War in 1989 and the entrance 
of China into the World Trade Organization in 2001 
further boosted the spread of capitalism. The impact of 
bringing China and the former Warsaw Pact countries, 
roughly one third of the world’s population, into the 
global market economy accounts for the second major 
acceleration in the chart above.

However, the prospects for robust, sustained economic 
growth are different than what we have just experienced.  
The portion of the GDP equation driven by population 
is just half of what it was 50 years ago and continues to 
decelerate.  While social factors will continue to impact 
labor participation, the demographic tailwind in the last 
half of the 20th century is now more of a headwind.  
Productivity gains will certainly continue, though the  

The good news is that now the vast majority of the world 
has seen a significant improvement in productivity and 
commensurate rise in the standard of living. The bad

GDP = Population x Productivity/Person

Population is the easiest to model and predict. The 
past century, in particular the last 50 years, has seen 
an explosion of population growth like never before. 
The post World War II spread of peace, capitalism, and 
improvements in healthcare all led to extraordinary 
growth in the pool of people able to work, creating 
a persistent tailwind for economic growth. Looking 
forward, however, the prospect for economic growth 
driven by an increase in the labor force is not great. 
Global population growth of approximately 1.1% today is 
half of what it was at its peak in 1963 and most forecasts
predict a continued deceleration.
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Of course, we will still have economic cycles with 
periods of accelerating and decelerating growth.  If 
an investor anticipates an acceleration of economic 
activity, then tilting toward traditional value stocks 
makes sense.  However, slow population growth and 
limited opportunities for meaningful productivity gains 
will likely lead to shorter and to less frequent periods of 
robust, accelerating economic growth.  Those conditions 
are dissimilar to what drove the last century of value 
investing dominance.  The conditions that we now face 
favor growth investing.

ability for step function improvements like those we 
have experienced will be harder to come by as most of 
the world is already participating to some degree in the 
global market-based economy.    

WELCOME TO THE 
"ERA OF GROWTH"
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Disclaimer

THIS WHITEPAPER IS NOT AN OFFER TO SELL OR 
THE SOLICITATION OF AN OFFER TO BUY INTERESTS 
IN GROWTHLINE CAPITAL PARTNERS LP (THE 
“FUND” OR “GROWTHLINE CAPITAL”) MANAGED 
BY GROWTHLINE CAPITAL MANAGEMENT LLC (THE 
“INVESTMENT MANAGER” OR “GROWTHLINE”) IN ANY 
JURISDICTION, INCLUDING ANY MEMBER STATES OF 
THE EUROPEAN ECONOMIC AREA (THE “EEA”).  ANY 
OFFERING OF INTERESTS WILL BE MADE ONLY BY 
MEANS OF A CONFIDENTIAL PRIVATE PLACEMENT 
MEMORANDUM (A “MEMORANDUM”) AND ONLY TO 
QUALIFIED INVESTORS IN JURISDICTIONS WHERE 
PERMITTED BY LAW.

This whitepaper is intended for information purposes 
only and should be used only by sophisticated investors 
who are knowledgeable of the risks involved. Certain 
statements and other representations included in this 
whitepaper represent the observations and subjective 
views of Mark Shattan. Industry participants may 
reasonably disagree with these observations and views. 
An investment in the Fund is speculative and involves 
a high degree of risk. The Fund is not intended to be a 
complete investment program. Nothing contained in this 
whitepaper may be relied upon as a guarantee, promise, 
assurance or a representation as to the future. 

The information in this whitepaper is, to the best of the 
Investment Manager’s knowledge, current as of the 
date listed on the cover page and is subject to change 
or amendment. Certain information contained herein 
has been supplied to the Investment Manager by outside 
sources. While the Investment Manager believes such 
sources are reliable, it cannot guarantee the accuracy or 
completeness of any such information. 

Targeted portfolio model and/or construction 
characteristics references in this whitepaper are 
provided for illustrative purposes only and do not 
reflect guaranteed portfolio model and/or construction 
characteristics. GrowthLine will seek to manage the 
Fund’s portfolio in accordance with the targeted 
portfolio model and/or construction set forth herein 
under normal market conditions. However, GrowthLine 
will have broad discretion in managing the Fund’s 
portfolio and may, in its sole discretion, deviate from 
such targeted portfolio model and/or construction if it 
believes that it is advisable in order to advance the Fund’s 
investment objectives without notice to, or the consent 
of, investors. The Fund’s actual portfolio may, and likely 
will, at times deviate from such targeted portfolio model 
and/or construction characteristics. 


