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3 Lessons From 2020
January 21, 2021
While reviewing the prior year and forming an outlook for the market, it is impossible not to take greater stock of
the world events and think more broadly about lessons learned during this time, which has been unlike any other
we have experienced in our lifetimes.
As we consider these lessons, it is informative to draw comparisons to what we believe are critical factors for
companies and their stocks, and our own experience as investors and businesspeople.
Lesson 1: Strong Culture Is Essential
First, there is no substitute for world-class culture. This means organizations that attract great talent and provide
an environment where individuals can flourish. Great management teams lead and empower people to help
achieve success for their clients.
During the pandemic we saw increased differentiation among those companies who are innovative, forwardlooking, and agile, and that have adapted to overcome multiple challenges to stay relevant to their customers.
It is too simple to point to the alleged “COVID beneficiaries” who saw a boon to their businesses due to forced
changes in consumption and business practices. It is more about those companies that have invested in leading
data-driven, digital support to pivot or take advantage of the demand disruption. These companies form the core
of each of our investment strategies.
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What we are seeing from the best companies is their preparedness and ability to navigate through the crisis in
terms of protecting client relationships, managing resources effectively, and executing around their strategy. As in
all crises, we expect the best will not only survive but emerge stronger, with improved competitive positioning and
more enduring growth prospects. This is where we are continuing to focus.
This relates to our own experience working on our clients’ behalf in 2020. Our team demonstrated great resilience,
commitment, and adaptability.
Once again we saw that outstanding people and a committed team culture can overcome a lot of obstacles. The
collaborative, engaged nature of our investment process has prepared us remarkably well for this more
decentralized, virtual form of work and connectedness.
The content of our research has never been richer. And the engagement and commitment of the team have never
been stronger. Our long-term growth research projects this year were not just a triage for the current crisis, but an
opportunity for deeper, reflective work on its longer-term growth implications. This has provided cohesion and
consistency to our process.
Lesson 2: Growth Is a Critical Business Imperative
The second lesson is the importance of growth. Growth is a critical business imperative as it applies to people,
products, and ideas. We are attracted to growth companies because we feel that they will add the most value to
the future global economy and generate sustainable value creation in the form of cash flows that are
underappreciated today.
These are three very specific and important words: create, meaning that companies are in control of their destiny;
value, referring to positive economic outcomes; and sustainable, referencing durability over a long period of time.
This is of particular importance because in recent years the shares of companies classified as having higher longterm growth have substantially outperformed those of companies classified as value investments.
This stock market recovery has been unique in that it has been driven by the same types of companies that have
led the market for several years: highly innovative “digital winners,” those with high and persistent investment for
future growth, and companies that have been able to scale at an unprecedented pace. This has fueled the
performance of “growth versus value” and the ensuing debate around future equity-investing style performance.
While these market leaders (growth stocks) may have high current multiples (i.e., not equating to value
classification), their earnings power has proved to be undervalued. The market is still trying to reconcile the digital
transformation of business models and the resulting scalability at higher-than-expected profit levels. Or, put
differently, the durability of that growth and profit profile is underappreciated. The style-performance differential
therefore reflects a realization that the corporate performance gap is widening.
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As a firm and as a team, we often reflect on the fact that we should run our own business and hold ourselves
accountable to the same sustainable value-creation standards as our portfolio companies. Our firm is 85 years old
and our team is 25 years old. Growth is an imperative to a successful long-term franchise, including our own.
That means people and people development: hiring bright minds with diverse perspectives and giving them an
opportunity to grow and flourish. They demand growth.
It means challenging our investment philosophy and process with new ideas and evolving (growing) our
investment skills and tools so that we are as relevant today as we were 10 and 25 years ago.
It also means innovating and creating new investment products that meet our clients’ current and future needs.
This, in turn, creates an energized, positive environment that allows us to maximize the contribution of all of our
teammates to generate long-term returns for our clients.
Lesson 3: ESG Is Here to Stay
This leads to the next lesson, which is that the prominence of environmental, social, and governance (ESG)
considerations and sustainable business practices is here to stay.
Society at large and (more recently) the investment community have woken up to the fact that long-term thinking
is the foundation of business success and investment returns. Building durable, sustainable, enduring businesses
and societies is the goal, and the stock market is increasingly recognizing these factors as being important
organizational values.
We have long seen the obvious connection between long-term corporate value creation and ESG practices. The
best companies that we referred to previously are increasingly focused on their business activity’s impact on all
stakeholders.
We have significantly elevated our incorporation of ESG in the last three years, and we now have a robust,
proprietary approach that importantly is embedded in our existing research and corporate evaluation process.
This is not political or social—it is common sense.
Moving Forward
Certainly, these lessons will inform how we do business—both how we operate our business and how we analyze
companies—as we move forward from a challenging year.
But the future is bright.
We expect the economic recovery in 2021 to be extremely robust and surprise to the upside. Consumer spending is
likely to grow across developed markets as pent-up demand and high aggregate savings rates work in tandem. At
the same time, industrial production, which enables the consumption of these goods, remains some 7% to 10%
below pre-COVID recession levels.
The aforementioned performance gap between growth and value stocks may even have a chance of moderating
this year as the broadening of growth may support the performance of stocks in value-oriented industries that
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stand to benefit from increased economic activity.
We still believe the long-term investment potential of creators of long-term value (growth stocks) will prove to be
superior to that of companies or industries in competitive decline.
Ken McAtamney, partner, is a portfolio manager on William Blair’s Global Equity team.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
Copyright © 2020 William Blair & Company, L.L.C. "William Blair” is a registered trademark of William Blair &
Company, L.L.C. No part of this material may be reproduced in any form, or referred to in any other publication,
without express written consent.

