Common Stocks And Uncommon Profits By
Philip A Fisher

common stocks and uncommon profits by philip a fisher is a seminal work in the field of investment literature
that has profoundly influenced countless investors and traders around the world. Published in 1958, this book offers
timeless insights into the art of selecting stocks that can generate extraordinary returns over the long term. Fisher’s
approach combines a rigorous analysis of company fundamentals with a keen understanding of market psychology,
making it a cornerstone for value investors and growth-oriented investors alike. In this article, we will explore the
core principles of "Common Stocks and Uncommon Profits," dissect Fisher’s investment philosophy, and provide
practical guidance on how to apply these lessons to modern investing.

Overview of "Common Stocks and Uncommon Profits"

Fisher’s book is renowned for introducing the idea that investing is as much about understanding the quality of a
company as it is about timing the market. Unlike many of his contemporaries who focused heavily on technical
analysis or macroeconomic trends, Fisher emphasized the importance of qualitative analysis—evaluating a company's
management, products, and competitive position.

Core Premise of the Book

The central thesis of Fisher’s work is that the best investment opportunities lie in companies that have the potential
for "uncommon profits"—significant growth driven by innovative products, expanding markets, and strong
management. He advocates for a disciplined approach to identifying such companies early, before they become widely
recognized by the market.
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The Philosophy of Growth Investing

Fisher’s approach is often classified as a form of growth investing. He believed that investors should seek out
companies with: - Strong management capable of executing growth strategies - Products or services with a
competitive advantage - A market that is expanding or has the potential to expand - Sound financial health to support
growth initiatives By focusing on these factors, investors can capitalize on companies poised for substantial long-term
appreciation.

Key Principles of Fisher’s Investment Philosophy

Fisher’s methodology is built around specific principles designed to help investors identify promising stocks and avoid
pitfalls.

1. The Scuttlebutt Technique

Fisher emphasized the importance of conducting thorough qualitative research. This involved: - Talking to company
employees, suppliers, customers, and industry experts - Visiting company facilities - Observing industry trends
firsthand This "scuttlebutt" approach helps investors gain insights beyond financial statements and assess the
company's true potential.

2. The 15-Point Checklist

Fisher proposed a detailed checklist to evaluate a company's growth prospects, including factors such as: - Does the
company have a strong management team? - Is there a product or service with a clear competitive advantage? - Is the
company in a growing industry? - Are profit margins expanding? - Is the company financially sound with manageable
debt levels? Applying this checklist helps investors filter out mediocre companies and focus on those with real growth
potential.



3. The Importance of Patience and Discipline

Fisher stressed that successful investing requires patience—waiting for the right opportunity and resisting the
temptation to chase hot stocks. He believed that high-quality companies, if found early, can be held for long periods,
resulting in "uncommon profits."

4. The Role of Management and Innovation

A recurring theme in Fisher’s work is the significance of management quality and innovation. He argued that
companies with visionary leadership and a culture of continuous improvement are more likely to sustain growth over
time.

Applying Fisher’s Principles in Modern Investing

While "Common Stocks and Uncommon Profits" was written over six decades ago, its principles remain highly
relevant today. Investors can adapt Fisher’s methods to contemporary markets by integrating modern tools and data
analysis.

Identifying Growth Opportunities

Modern investors can use a combination of qualitative analysis and quantitative metrics such as: - Revenue growth
rates - Market share expansion - Product pipeline developments - Management track record - Innovation and R&D
investments Utilizing industry reports, company filings, and expert interviews can replicate Fisher’s "scuttlebutt”
approach.
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Evaluating Management and Competitive Advantage

Assessing management quality today involves: - Reviewing leadership backgrounds - Analyzing strategic vision -
Understanding corporate governance practices - Examining how management allocates capital A sustainable
competitive advantage might include brand strength, patents, network effects, or cost leadership.

Monitoring Industry Trends and Market Dynamics

Fisher believed that understanding broader industry trends is crucial. Modern investors can leverage tools like data
analytics, industry newsletters, and economic forecasts to identify sectors with high growth potential.

Common Mistakes to Avoid Based on Fisher’s Insights

Even with a disciplined approach, investors can make mistakes. Fisher’s work highlights several pitfalls to watch out
for.

1. Ignoring Qualitative Factors

Focusing solely on financial metrics without understanding the company's management, products, or industry can
lead to poor investment decisions.

2. Impatience and Overtrading

Trying to time the market or frequently buying and selling stocks often results in missed opportunities and higher
transaction costs.



3. Falling for "Hot Tips" and Market Hype

Fisher cautioned against chasing stocks based on rumor or market fads. Instead, thorough analysis and patience
should guide investment choices.

4. Lack of Long-Term Perspective

Fisher’s philosophy emphasizes holding high-quality stocks over the long term to realize their full growth potential.

Legacy and Influence of "Common Stocks and Uncommon Profits"

Fisher’s book has left an indelible mark on the investment community. Many renowned investors, including Warren
Buffett, have cited Fisher’s work as an influence on their own investment philosophies.

Impact on Growth Investing

Fisher’s emphasis on qualitative analysis and identifying companies with "uncommon profits" laid the groundwork for
modern growth investing strategies.

Educational Value

The book remains a staple in investment education, offering timeless lessons that transcend market cycles and
economic conditions.

Conclusion: Embracing Fisher’'s Wisdom Today

"Common Stocks and Uncommon Profits" by Philip A. Fisher remains a cornerstone of investment literature because
of its emphasis on thorough analysis, patience, and focus on quality. By integrating Fisher’s principles—such as
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conducting detailed qualitative research, evaluating management, and seeking companies with strong growth
prospects—investors can position themselves to achieve superior long-term returns. While markets have evolved with
new technologies and instruments, the core ideas of disciplined stock selection and understanding the true nature of a
company continue to be relevant. Embracing Fisher’s timeless wisdom can help investors navigate the complexities of
modern markets and uncover those "uncommon profits" that define successful investing. If you'd like, I can expand on
specific sections or provide additional practical tips for implementing Fisher’s strategies today.

Common Stocks and Uncommon Profits by Philip A. Fisher: An Investigative Review In the realm of investment
literature, few works have left as profound a mark as Common Stocks and Uncommon Profits by Philip A. Fisher. First
published in 1958, this seminal book has become a cornerstone for both individual investors and professional fund
managers alike, shaping the modern philosophy of growth investing. Its enduring relevance stems from Fisher’s
unique approach to stock analysis, blending meticulous qualitative research with a forward-looking perspective. This
review aims to dissect the core principles of Fisher’s work, explore its historical context, and examine its influence on
contemporary investment strategies.

Historical Context and Significance

To truly appreciate Common Stocks and Uncommon Profits, understanding its historical backdrop is essential.
Published during a period of post-war economic expansion, Fisher’s book arrived at a time when the stock market was
gaining popularity among a broader investor base. Prior to Fisher's work, many investors relied heavily on financial
statements, balance sheets, and quantitative metrics. Fisher challenged this paradigm by emphasizing the importance
of qualitative factors—such as management quality, competitive advantages, and innovation—that often escape
traditional financial analysis. Fisher’s approach complemented and, in many ways, foreshadowed the rise of growth
investing, which would later be popularized by other luminaries like Warren Buffett. His influence is particularly
evident in the emphasis on understanding a company's long-term potential rather than short-term earnings
fluctuations.



Core Principles of Common Stocks and Uncommon Profits

At its heart, Fisher’s book advocates for a disciplined, research-driven approach to investing that seeks out companies
with the potential for extraordinary growth. The book is divided into several key sections, each emphasizing a
different aspect of the investment process.

The 15 Points to Look for in a Common Stock

One of Fisher’s most enduring contributions is his list of fifteen criteria, which serve as a comprehensive checklist for
evaluating potential investments. These points are divided into categories that examine various facets of a company’s
prospects: 1. Management Quality: Is management talented, honest, and forward-looking? 2. Research and
Development: Does the company invest substantially in R&D? 3. Profit Margins and Growth: Are profit margins high
and increasing? 4. Market Penetration: Does the company have a strong and expanding market share? 5. Product
Development: Is the company innovating with new products or services? 6. Industry Position: Does the business have
a competitive advantage? 7. Financial Strength: Does the company have a healthy balance sheet? 8. Reinvestment
Potential: Can the company reinvest earnings profitably? 9. Company Culture: Does management foster a productive,
ethical environment? 10. Long-term Outlook: Is the industry’s future promising? 11. Growth Record: Has the company
demonstrated consistent growth? 12. Research Focus: Does the company prioritize quality over quantity? 13. Market
Potential: Is the target market sizable and expanding? 14. Cost Control: Does the company manage expenses
effectively? 15. Dividend Policy: Does the company balance reinvestment with shareholder returns? Investors are
encouraged to use this checklist as a guide rather than a strict rulebook, emphasizing the importance of qualitative
judgment alongside quantitative data.

The Philosophy of “Scuttlebutt” and Qualitative Analysis

Fisher popularized the concept of “scuttlebutt”—a colloquial term for informal information gathering. He believed
that deep, on-the-ground research—talking to competitors, suppliers, customers, and industry insiders—could yield
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insights impossible to glean from financial statements alone. This approach underscores Fisher’s core belief: that
understanding the character of management, the industry dynamics, and the company’s strategic positioning is
crucial for identifying “uncommon profits.” He argued that financial data often lag behind real-world developments,
making qualitative insights invaluable in predicting future growth.

Contrasts and Comparisons with Other Investment Approaches

Fisher’s methodology can be contrasted with other investment philosophies, notably Benjamin Graham’s value
investing. While Graham emphasized intrinsic value, margin of safety, and a focus on undervalued stocks, Fisher
prioritized growth potential, innovation, and management quality. Key differences include: - Time Horizon: Fisher
advocated for long-term holdings based on growth prospects, whereas Graham often sought undervalued stocks with
a margin of safety that could be bought and sold over shorter periods. - Analysis Focus: Fisher’s approach leaned
heavily on qualitative factors, while Graham relied more on quantitative analysis of financial statements. - Market
Behavior: Fisher believed that the market’s short-term fluctuations could obscure long-term opportunities,
encouraging patience and thorough research. Despite these differences, many successful investors have integrated
perspectives from both schools, appreciating the importance of both intrinsic value and growth potential.

The “Fifteen Points” in Practice

Applying Fisher’s fifteen points involves a meticulous process of research and judgment. Here are practical steps for
investors inspired by his methodology: - Identify Promising Industries: Focus on sectors with long-term growth
potential. - Research Leading Companies: Use scuttlebutt techniques to gather qualitative insights. - Assess
Management: Look for leaders with integrity, vision, and operational competence. - Examine R&D and Innovation:
Check if the company invests in future products and processes. - Analyze Financials: Confirm that key financial
indicators support growth without excessive leverage. - Evaluate Industry Position: Determine if the company holds a
competitive edge or unique advantage. - Consider Market Trends: Ensure the industry’s long-term prospects are
favorable. - Observe Company Culture: Seek organizations that foster innovation and employee satisfaction. - Review



Growth Record: Look for consistent, sustainable growth over multiple years. - Stay Patient: Recognize that these
investments often require years to realize their full potential.

Criticisms and Limitations of Fisher’s Approach

While widely admired, Fisher’s methodology is not without critique. Some of the common criticisms include: -
Subjectivity of Qualitative Analysis: Judging management quality and industry trends can be highly subjective. - Time-
Intensive Research: The “scuttlebutt” approach demands significant effort, which may not be feasible for all investors.
- Changing Market Dynamics: Rapid technological shifts can render long-term projections obsolete. - Overemphasis on
Growth: Investing solely based on growth potential may lead to overpaying for riskier ventures. Modern investors
often adapt Fisher’s principles within a diversified framework, balancing qualitative insights with quantitative
safeguards.

Legacy and Influence on Modern Investing

Common Stocks and Uncommon Profits remains a foundational text that has influenced generations of investors.
Warren Buffett, arguably the most famous disciple of Fisher’s principles, has often credited Fisher’s work as pivotal in
shaping his investment philosophy. The emphasis on management quality, industry analysis, and long-term growth
has permeated contemporary investment practices, especially in growth funds, tech investing, and venture capital.
The concept of “scuttlebutt” has evolved into a broader trend of qualitative due diligence, including customer reviews,
employee testimonials, and industry reports. Furthermore, Fisher’s checklist approach has inspired systematic
frameworks for evaluating potential investments, integrating both qualitative and quantitative metrics.

Conclusion

Common Stocks and Uncommon Profits by Philip A. Fisher endures as a visionary blueprint for growth investing. Its
focus on qualitative analysis, management excellence, and long-term potential offers a compelling alternative to
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purely quantitative methods. While it demands dedication, patience, and judgment, the rewards for investors who

master Fisher’s principles can be substantial. In an era dominated by data and algorithms, Fisher’s human-centric

approach reminds investors of the enduring value of insight, integrity, and diligent research. Whether you are a

seasoned professional or a diligent amateur, integrating Fisher’s philosophy can enhance your ability to identify

“uncommon profits” amid the common stocks of the market. Ultimately, Fisher’s work underscores a timeless truth:

that successful investing is not just about numbers, but about understanding the companies behind those numbers

and the people who lead them.

Questions & Answers About common stocks and uncommon profits by

philip a fisher

traditional value investing?

No Question Answer

1 What is the main premise of 'Common | The book emphasizes the importance of thorough qualitative analysis
Stocks and Uncommon Profits' by and long-term investing in growth stocks, with a focus on
Philip A. Fisher? understanding a company's management, products, and potential for

expansion.

2 Who is the target audience for The book is aimed at individual investors, financial analysts, and
‘Common Stocks and Uncommon anyone interested in growth investing and improving their stock
Profits'? selection process.

3 What are the 'Fifteen Points to Look for | They are a set of criteria including factors like management quality,
in a Common Stock' outlined by Philip | competitive advantages, research and development, and other
Fisher? qualitative aspects that signal a company's long-term growth

potential.

4 How does Fisher's approach differ from | While value investing focuses on undervalued stocks based on

financial metrics, Fisher's approach emphasizes investing in high-
quality companies with strong growth prospects, even if they are not
currently undervalued.




Profits' still relevant today?

5 What role does management quality Management quality is paramount; Fisher advocates for investing
play in Fisher's investment philosophy? | only in companies with competent, honest, and forward-looking

leadership that can execute growth strategies.

6 Can 'Common Stocks and Uncommon Yes, its principles of qualitative analysis, understanding business
Profits' be applied to modern fundamentals, and long-term focus remain relevant, though modern
investing? investors also incorporate quantitative data and technological

insights.

7 What are some common pitfalls to Investors should avoid companies with poor management, lack of
avoid according to Fisher’s book? innovation, weak competitive positioning, or those that do not meet

the 'Fifteen Points' criteria for growth potential.

8 How does Fisher recommend investors | He advises in-depth qualitative research, including interviews with
conduct research on potential stocks? management, understanding the product line, evaluating competitive

advantages, and assessing the company's long-term vision.

9 What are the key lessons from Key lessons include thorough qualitative analysis, patience for long-
‘Common Stocks and Uncommon term growth, investing in quality companies, and avoiding
Profits' for modern investors? overreacting to short-term market fluctuations.

10 |[Is'Common Stocks and Uncommon Yes, its core principles of qualitative analysis and long-term

investing continue to influence successful investors, although
adapting them with current data and technology can enhance their
effectiveness.

investing, stock market, growth investing, financial analysis, investment strategies, value investing, business analysis,

stock selection, investor psychology, long-term investments
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