
The "Value Approach" To Equity Investing
Whether you're a seasoned pro or new to the world of investing, playing the stock market is not for the faint-of-heart. So before you begin, it's useful to have an understanding of the types of companies and stocks you can invest in and the different approaches and techniques that can be used in the selection process. The approach you use should reflect your investment needs and should help you achieve your long-term financial goals. 

If you utilize the "value" approach to investing in stocks, you are a value investor. Your objective is to find the undervalued situation and then hold the stock until the marketplace begins to realize the undervaluation and bids the price of the stock up. The value-oriented approach tends to be a longer-term style of investing. The assumption is that the market will eventually recognize the value of the stock, and the price will rise. 

There are many approaches to value investing. Some value buyers may look for more than one measure of undervaluation before they purchase a stock; others may look for only one such relative measure. 

When following a value-oriented approach, you would look at a number of measurements of a company's valuation and compare them to industry or market norms. Some of the major valuation measures are: Price-to-Earnings Ratio (P/E) Price-to-Book Value Ratios Price-to-Cash Flow Ratios Dividend Yield 

By including value stocks in your portfolio you are ensuring it's well diversified and that you're not "putting all your investment eggs in one basket." 

If you are interested in finding out if value stocks are appropriate for your investment portfolio, please let us know. 


