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GROW TH EQUIT Y

Growth Investing During Turbulent Times

■ Uncertainty is the dominant theme in the market today, driven by a confluence of major risk factors,
including a sharp rise in inflation, policy tightening by the Federal Reserve, ongoing COVID-related
lockdowns in China, and war in Eastern Europe.

■ Due to this extraordinary uncertainty, risk aversion has risen and risk assets have been de-rated.
This has been particularly true for growth stocks, as the market’s willingness to pay a premium for
long-dated profits has diminished in the face of sharply rising interest rates.

■ We believe that uncertainty and market volatility will persist until investors have confidence that
inflationary pressures are under control and a degree of consensus emerges on the outlook for
economic growth and interest rates.

■ In the face of these numerous headwinds, global growth is clearly slowing, and earnings
expectations are being lowered in a number of industries.

■ We believe companies in areas undergoing a secular shift in demand will continue to offer attractive
absolute and relative growth. These areas include: enterprise software; the cloud transition; electric
vehicles; luxury and branded consumer goods; and a number of sub-sectors within healthcare.

There are plenty of reasons for investors to feel uncertain today—inflation at 40-year highs, a Federal Reserve 
tightening cycle, war in Ukraine, and COVID-19–related shutdowns in China—and markets are undergoing 
a significant repricing of risk. This repricing has been especially hard on stocks that had previously led 
performance—higher-growth, higher-valuation companies. 

This reversal of fortune is illustrated dramatically by the poor recent performance of companies that have 
delivered the highest historical earnings growth. Over the past 25 years, the group of companies reporting the 
highest 5-year earnings growth has, on average, generated the highest returns (Exhibit 1). However, over the 
past year, a sharp rise in interest rates and a degree of cyclical tailwind turned this relationship on its head, 
with the companies showing the slowest historical earnings growth leading performance (Exhibit 2). While the 
timing of a return to growth leadership is highly dependent on investor clarity around the economic growth and 
inflation backdrop, we continue to believe that earnings growth will drive stock prices over the long term.
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Exhibit 1: The Fastest Growers Have Outperformed over the Long Term 
Russell 1000® Index Performance by Historical 5-Year Earnings Growth Quintile 

Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5

Data based on rolling 5-year returns for periods from 12/31/92 to 12/31/21.  
Source: Jennison, FactSet. Average median annualized returns of stocks over rolling 5-year periods, ranked by 5-year historical earnings 
growth quintiles (1=highest, 5=lowest). Quintiles are rebalanced quarterly. Past performance does not guarantee future results.

Exhibit 2: Low Growth Has Outperformed over the Past 12 Months
Russell 1000® Index Performance by Historical 5-Year Earnings Growth Quintile 

Data based on trailing 1-year period ending 4/30/22.  
Source: Jennison, FactSet. Period returns of index stocks, ranked by 5-year historical earnings growth quintiles (1=highest, 5=lowest). 
Quintiles are calculated based on beginning of period shown. Past performance does not guarantee future results.
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Long-Term Growth 
As uncertainty recedes, we believe investors will focus on finding growth in a slowing-growth world. Valuations 
of many secular growth companies have already corrected significantly over the past six months, and we 
believe this has helped create the conditions for growth to perform. As an example, the valuation premium of 
the S&P 500 Growth Index over the standard S&P 500 Index (using forward P/E multiples) has fallen below 
the levels seen in 2018 and 2019, more than erasing the “COVID premium” the market ascribed to those 
companies whose growth trajectory steepened significantly during the lockdowns (Exhibit 3). Today, we see 
secular growth stock valuations much closer to long-term averages, despite the attractive growth rates many 
companies continue to offer.

Exhibit 3: The COVID-19 Growth Valuation Premium Has Been Erased 

COVID-19 Peak = 10.1

As of May 2022 = 3.0

Average = 4.4
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Data from 11/30/18 to 5/31/22.  
Source: Jennison, FactSet. Calculated monthly. The “Average” reflects data from 12/31/99 to 5/31/22. 

We should note that, in some cases, significant price corrections were justified by a deceleration in growth. This 
is most evident in the e-commerce, social media, and streaming entertainment areas, where the significant 
growth acceleration enjoyed in 2020 and 2021 seems to have pulled forward demand from future years and 
invited meaningful competition. Recent results for several of these companies have fallen short of market 
expectations, with limited visibility around future revenue growth.

However, we are not seeing this broadly in other growth areas, particularly those focused on the enterprise 
customer or benefiting from generational shifts in demand preferences, such as electric vehicles. The goal  
of an active manager during these volatile times is to discern true fundamental changes that alter the growth 
trajectory of a company from market sentiment and multiple compression. Our research is focused on  
exactly that.
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Secular Growth Opportunities
Despite heightened uncertainty and negative headlines, transformational change continues largely unabated 
in a number of growth sectors. Technology is an important component of this, but we are finding exciting 
opportunities across industries. 

■ Software as a service (SaaS) and cloud applications allow companies to meet the changing needs of a 
global workforce and customers that increasingly operate on the move. Enterprise software and the 
transition to the cloud are mission critical initiatives that are likely to proceed, despite cyclical headwinds;

■ Fully connected, smart electric vehicles (EVs) promise to revolutionize the auto industry’s 100-year old
business model by fundamentally changing the relationship between the car owner and the automaker. We
believe the leading EV companies eventually will expand the revenue streams they derive from each car long
beyond the point of sale, through software subscriptions and insurance plans based on driver safety data
collected by the vehicle;

■ Luxury brands continue to benefit from strong demand and pricing power, demonstrating impressive
resilience against macro uncertainty and pressure on consumer wallets from higher energy and food
prices. The top luxury brands have benefited from their strong positioning with consumers and sustained
profitability on the strength of their operational and financial models;

■ In healthcare, opportunities are prevalent across a variety of areas, from healthcare benefit platforms to
innovative medical devices. Large pharmaceutical companies are making important advances against
global health challenges, such as obesity and diabetes. Some companies are also benefiting from the
reopening of hospitals and the resumption of elective procedures.

Growth Is a Long-Term Opportunity 
At Jennison, we have consistently applied our growth philosophy and process to generate competitive returns 
for clients. Over more than five decades, we have navigated all manner of market environments and, we must 
admit, the past 2+ years have been among the most challenging in our firm’s history. While market volatility 
may be a feature of the market for much of this year, we believe incremental clarity around the major drivers 
of uncertainty—inflation, economic growth, interest rates, and the conflict in Ukraine—can help growth stocks 
find support, at valuations that are more attractive relative to their prospects than we have seen in a number of 
years. To that end, we will continue to focus our attention on identifying companies that can generate superior 
growth and profitability in a 3- to 5-year time frame. Over time, we believe these growth attributes will be 
rewarded through strong equity returns.  
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Disclosures 
Published June 15, 2022.

The views expressed herein are those of Jennison Associates LLC investment professionals at the time the comments were made and may 
not be reflective of their current opinions and are subject to change without notice

Forecasts may not be achieved and are not a guarantee or reliable indicator of future results.

Certain third party information in this document has been obtained from sources that Jennison believes to be reliable as of the date 
presented; however, Jennison cannot guarantee the accuracy of such information, assure its completeness, or warrant such information 
will not be changed. Jennison has no obligation to update any or all such third party information. There is no assurance that any forecasts, 
targets, or estimates will be attained. 

The S&P index(es) (“Index”) is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by Jennison 
Associates, LLC. Copyright © 2022 S&P Dow Jones Indices LLC, a division of S&P Global, Inc., and/or its affiliates. All rights reserved. 
Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. For more 
information on any of S&P Dow Jones Indices LLC’s indices please visit www.spdji.com. S&P® is a registered trademark of S&P Global and 
Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC.

The Russell 1000® Index is an index of approximately 1,000 of the largest companies in the U.S. equity market. The Russell 1000 is a 
subset of the Russell 3000 Index. It represents the top companies by market capitalization. It is considered a bellwether index for large-cap 
investing. The financial indices referenced herein are provided for informational purposes only. 

The financial indexes referenced herein are provided for informational purposes only. Financial indices are unmanaged and assume 
reinvestment of dividends but do not reflect the impact of fees, applicable taxes or trading costs which may also reduce the returns shown. 
All indices referenced in this presentation are registered trade names or trademark/service marks of third parties. References to such 
trade names or trademark/service marks and data is proprietary and confidential and cannot be redistributed without Jennison’s prior 
consent. Investors cannot directly invest in an index.

Important Information 
This material is only intended for investors which meet qualifications as institutional investors as defined in the applicable jurisdiction 
where this material is received. This material is not for use by retail investors and may not be reproduced or distributed without Jennison 
Associates LLC’s permission. These materials are for informational or educational purposes only. The information is not intended as 
investment advice and is not a recommendation about managing or investing assets. Jennison makes no representations regarding the 
suitability of any securities, financial instruments or strategies described in these materials. 

In providing these materials, Jennison is not acting as your fiduciary. These materials do not purport to provide any legal, tax or accounting 
advice. Jennison Associates LLC (‘Jennison’) has not been licensed or registered to provide investment services in any jurisdiction outside 
the United States. The information contained in this document should not be construed as a solicitation or offering of investment services 
by Jennison or a solicitation to sell or a solicitation of an offer to buy any shares of any securities (nor shall any such securities be offered or 
sold to any person) in any jurisdiction where such solicitation or offering would be unlawful under the applicable laws of such jurisdiction. 

Please visit jennison.com/important-disclosures for important information, including information on non-US jurisdictions. 
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PGIMジャパン株式会社
留意事項

※本資料は、PGIMジャパン株式会社（以下、当社）の関係会社であるJennison Associates LLC（ジェニソン・ア
ソシエイツLLC、以下ジェニソン）が作成したものです。ジェニソンは、プルデンシャル・ファイナンシャル・インクの資産運⽤
部⾨であるPGIM傘下のアクティブ運⽤に特化した運⽤会社です。

※当資料は、⾦融機関、年⾦基⾦等の機関投資家およびコンサルタントの⽅々を対象としたものです。すべての投資には
リスクが伴い、当初元本を上回る損失が⽣じる可能性があります。

※本資料は、当社グループの資産運⽤ビジネスに関する情報提供を⽬的としたものであり、特定の⾦融商品の勧誘⼜は
販売を⽬的としたものではありません。また、本資料に記載された内容等については今後変更されることもあります。

※記載されている市場動向等は現時点での⾒解であり、これらは今後変更することもあります。また、その結果の確実性を
表明するものではなく、将来の市場環境の変動等を保証するものでもありません。

※本資料で⾔及されている個別銘柄は例⽰のみを⽬的とするものであり、特定の個別銘柄への投資を推奨するものでは
ありません。

※本資料に記載されている市場関連データ及び情報等は信頼できるとジェニソンが判断した各種情報源から⼊⼿したも
のですが、その情報の正確性、確実性についてジェニソンが保証するものではありません。

※ 過去の運⽤実績は必ずしも将来の運⽤成果等を保証するものではありません。

※本資料は法務、会計、税務上のアドバイスあるいは投資推奨等を⾏うために作成されたものではありません。

※ 当社による事前承諾なしに、本資料の⼀部または全部を複製することは堅くお断り致します。

※ “Jennison Associates”、“Prudential”、“PGIM ”、それぞれのロゴおよびロック・シンボルは、プルデンシャル・ファイナ
ンシャル・インクおよびその関連会社のサービスマークであり、多数の国・地域で登録されています。

※ PGIMジャパン株式会社は、世界最⼤級の⾦融サービス機関プルデンシャル・ファイナンシャルの⼀員であり、英国プルー
デンシャル社とはなんら関係がありません。
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