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How we understand value investing  

 

 

We always claim to be value investors. If I look 
at the Vltava Fund portfolio, however, I see 
that it overwhelmingly consists of growth 
stocks. Does this mean that we have changed 
our approach? So, what is going on here? 
 
Value and growth investing are often set off 

against one another, and wholly different 

characteristics are ascribed to investors 

devoted to one of these or the other. 

While value investors are commonly believed 

to be boringly conservative, unimaginative, 

and furthermore stubbornly demanding of 

cheap stocks, almost visionary powers may be 

attributed to growth investors, along with 

courage to take on risk and veritable largesse 

in what they are willing to pay for stocks. 

People like these narratives, but the reality is 

much more complicated. 

First of all, there is no clear definition of what 

is a value versus a growth stock and therefore 

of what constitutes value and growth 

investing. Very often, we find the same stock 

in both value and growth indices. The 

boundary between growth and value stocks is 

very nebulous. Moreover, future growth is 

always a component of today’s value, and so 

these two things are impossible to separate 

from each other.  

So, if an investor wants to apply one of these 

two fundamental notions to his or her own 

investment approach, it is impossible to rely 

on any universally valid definitions. One needs 

to establish his or her own definitions. 

In our opinion, there exists only one logical 

way of investing, and that is when what we 

are paying (the price) is lower than what we 

are getting in return (the value). This mindset 

is universally valid and applicable also to all 

types of investments for which it is possible to 

estimate their value. In addition to stocks, it is 

applicable to bonds, land, real estate, private 

equity. That is to say, to those investments 

that bring their owners cash flows while 

holding them. For the same reason, this 

mindset is not applicable, on the other hand, 

to gold, commodities generally, 

cryptocurrencies, art, stamps, vintage cars, 

and the like. 

In our eyes, value investing is investing such 

that the investor endeavours first to estimate 

the value of individual investments and then 

limits his or her investments to those the 

prices of which are substantially lower than 

are their values. 

In this definition, to speak of the type of stock 

is wholly beside the point. The sole 

requirement is that its value should be 

estimated with a certain degree of reliability 

and probability.    

Financial theory says that the value of any 

asset is equal to the sum of its future cash 

flows discounted back to the present. That 
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means the entire value of an investment 

depends upon future development. The past 

is irrelevant in this case. We are interested 

only in the amounts and timing of future cash 

flows.  

If we completely set aside the question 

regarding the extent to which we are capable 

to predict this development, it is clear that the 

faster the cash flows will grow in future, the 

higher is an investment’s present value. This 

brings us back to what I mentioned at the 

beginning. The net present value of an 

investment and the future growth cannot be 

separated. These are two communicating 

vessels. 

All other things being equal, a better 

investment is the one whose cash flows grow 

more quickly. Therefore, I see no 

contradiction in the fact that we consider 

ourselves to be value investors but have most 

of our portfolio in so-called growth stocks. 

What remains is the question what a growth 

stock really is. 

We live today in a time of what I call non-

profit prosperity. Many companies are in a 

mad rush to grow sales and present this very 

growth as a sure sign of success and 

prosperity, despite the fact that this is 

accompanied by nearly hopeless loss-making. 

It is interesting that many investors still buy 

into these fantasies and are ready to keep 

these companies afloat with their own money.  

We do not regard such companies as growth 

companies. Our definition of a growth 

company is one whose value grows at a rate 

of at least 10% annually.  

Not sales or some kind of adjusted EBITDA, 

but the actual value needs to grow at a 

double-digit rate. This is very important, 

because not every kind of growth creates 

value. The striving for growth often can be 

accompanied by destruction of value. On the 

other hand, it also can occur that value grows 

even without any dramatic growth in sales. 

We can find many examples of both on the 

markets. 

We love growth stocks and strive actively to 

search them out. At the same time, though, 

we are cognisant of our limited ability to 

foresee the long-term future. 

So, we like best such stocks for which long-

term growth in value can be expected with a 

reasonable degree of probability and, at the 

same time, whose prices are not too high. 

Sometimes, we even succeed to find stocks 

wherein we pay nothing at all for the future 

growth. 

If, for example, we buy a stock with P/E 

multiple of 5 and expect high double-digit 

growth in value, we need not rely on the 

successfulness of our own assumptions, 

because it is possible to show that the whole 

future growth is given to us as a free bonus. 

Such stocks are rare, but it is possible to find 

them. There is no contradiction, then, in the 

fact that value investors have nearly an entire 

portfolio made up of growth stocks. 

 
Invest with care ! 

 

Daniel Gladiš, October 2019 
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For more information 

Visit  www.vltavafund.com 

Write us investor@vltavafund.com 

Follow us www.facebook.com/vltavafund 

__________________________________________________________________________________ 

DISCLAIMER 

This document expresses the opinion of the author as at the 

time it was written and is intended exclusively for promotional 

purposes. The investor should base his or her investment 

decision on consideration of comprehensive information about 

the Fund. 

Our projections and estimates are based on a thorough analysis. 

Yet they may be and sometimes will be wrong. Do not rely on 

them and take your own views into consideration when making 

your investment choices. Estimating the intrinsic value of the 

share necessarily contains elements of subjectivity and may 

prove to be too optimistic or too pessimistic. Long-term 

convergence of the stock price and its intrinsic value is likely, 

but not guaranteed. 

Only a qualified investor pursuant to § 272 of Act No. 240/2013 

Coll. may become a shareholder of the Fund. Persons who are 

not qualified investors pursuant to the aforementioned 

provision of the Act shall not be allowed to invest. 

The value of an investment may increase and decrease. Neither 

return of the amount originally invested nor increase in the 

value of such investment is guaranteed. The Fund’s past 

performance is not a reliable indicator of future investment 

returns. 

The information contained in this letter to shareholders may 

include statements that, to the extent they are not recitations 

of historical fact, constitute forward-looking statements within 

the meaning of applicable securities legislation. Forward-

looking statements may include financial and other projections, 

as well as statements regarding our future plans, objectives or 

financial performance, or the estimates underlying any of the 

foregoing. Any such forward-looking statements are based on 

assumptions and analyses made by the Fund based upon its 

experience and perception of historical trends, current 

conditions and expected future developments, as well as other 

factors we believe are appropriate in the given circumstances. 

However, whether actual results and developments will 

conform to our expectations and predictions is subject to a 

number of risks, assumptions and uncertainties. In evaluating 

forward-looking statements, readers should specifically 

consider the various factors which could cause actual events or 

results to differ materially from those contained in such 

statements. Unless otherwise required by applicable securities 

laws, we do not intend, nor do we undertake any obligation, to 

update or revise any forward-looking statements to reflect 

subsequent information, events, results or circumstances or 

otherwise. 

Before subscribing, prospective investors are urged to seek 

independent professional advice as regards both Maltese and 

any foreign legislation applicable to the acquisition, holding and 

repurchase of shares in the Fund as well as payments to the 

shareholders. 

The shares of the Fund have not been and will not be registered 

under the United States Securities Act of 1933, as amended (the 

“1933 Act”) or under any state securities law. The Fund is not a 

registered investment company under the United States 

Investment Company Act of 1940 (the “1940 Act”). 

The Fund is registered with the Czech National Bank as a foreign 

alternative investment fund for offer only to qualified investors 

(not including European social entrepreneurship funds and 

European venture capital funds) and managed by an alternative 

investment fund manager. 

Investment returns for the individual investments are not 

audited, are stated in approximate amounts, and may include 

dividends and options. 
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