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Sizing Up Big Tech
• Big Tech’s Big Week

• Equity market leadership has been narrowed further in a relatively tech-
friendly COVID-19 economy

• Under the Hood on Concentrated Markets
• Investors seeking a diversified approach may find opportunities in value 

and small-cap stocks

• Spotlight on Anti-Trust Risk
• The largest mega-cap companies may be at risk of government 

intervention in the form of anti-trust litigation
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Big Tech’s Big Week

• Market News & Economic Restart. The S&P 500 moved into positive territory year-to-
date after finishing last week up modestly, as markets digested mixed economic,
coronavirus and stimulus bill headlines. Economic reopening in the U.S. has stalled
amid the second wave of COVID-19 infections. Glenmede’s Reopening Index
estimates that roughly 49% of all economic activity that was lost due to shut-ins has
since been regained, little changed over the past two months.

• Mega-Cap Earnings Superstars. With 64% of companies reporting so far, the blended
year-over-year earnings growth estimate for the S&P 500, which combines actual
results with consensus estimates for companies that have yet to report, currently sits
at -35.7%. Four of the five largest companies in the S&P 500 (FB, AAPL, AMZN,
GOOGL) reported last week and together grew their revenues and earnings by an
annual 18% and 27%, respectively, in the worst quarter of the pandemic to date.

• How Big Can FAAMGs Get? Domestic equity markets have largely been propped up
by a handful of mega-cap companies. The five largest stocks referred to as the
FAAMGs (FB, AAPL, AMZN, MSFT, GOOGL) now account for ~23% of the S&P 500’s
market cap. In addition, if the 2018 GICS* sector rules were still in effect, the
technology sector (plus Amazon) would represent 41.4% of the S&P 500’s market-
cap, eclipsing the sector’s share of the index during the Dot-Com Bubble.

Chart of the Week:
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Equity market leadership has been narrowed further in a 
relatively tech-friendly COVID-19 economy

Is the S&P 500 Becoming a Technology Sector Index?

*GICS refers to the Global Industry Classification Standard, which is a widely accepted system for 
classifying equity securities into sectors and industries



Spotlight on Anti-Trust Risk

• Prevention of Monopolies. At hearings on Capitol Hill last week, lawmakers
questioned leading tech CEOs regarding the potential usage of improper means to
acquire monopoly positions. The Sherman Antitrust Act of 1890 ushered in an era of
government regulation to prevent companies from unfairly stifling competition. The
first major antitrust suit targeted Standard Oil Company, which was broken up into
smaller companies due to its excessive restrictions on trade.

• A Precedent for Government Intervention. Microsoft was sued under the Sherman
Antitrust Act in 1999. The trial found Microsoft had strong-armed many companies in
an attempt to prevent competition. The trial judge determined that Microsoft had a
monopoly that improperly threatened competition and innovation, and Microsoft
was ordered to split in two. The decision was reversed on appeal, after which the
U.S. Department of Justice and Microsoft agreed to a settlement in which Microsoft
agreed to share computing interfaces with other companies.

• What It Means For Tech Giants Today. Big Tech is not beyond the reach of
government regulation today. As recently as last year, the European Commission
fined Google $5B for requiring phone makers to use Google's apps. While it is sill too
soon to say if or when these mega-cap tech stocks may face anti-trust pressure,
their sheer size likely makes them targets for regulators or competitors eager to carve
out slices of their market share.
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• Great Expectations for Mega-Cap Stocks. Many of the largest companies have
been relative short-term beneficiaries of the COVID-19 crisis, as demand for their
products and services has held up well. Investors appear to be extrapolating some
of these eye popping earnings results into the future. For example, Amazon trades at
a 111x next-twelve-month earnings, implying massive expectations for earnings
growth beyond 2021. In particular, analysts’ consensus is for 40%+ earnings growth
for every year until 2023 and 30%+ thereafter.

• Top Companies Don’t Stay on Top Forever. The historical record shows that the
largest companies in the S&P 500 don’t always have a lot of staying power. For
example, since the 1960s, only a little more than half of companies that ended a
decade in the top 5 as a share of market capitalization remained in the top 5 at the
end of the next decade. A number of factors have contributed to the reshuffling of
the largest stocks, including anti-trust intervention, increased competition and/or
shifting macroeconomic trends.

• Opportunities in Value, Small-Caps. Glenmede’s Global Expected Returns model,
which assesses asset class valuations on the basis of normalized, longer-term
earnings potential, currently shows large-cap growth stocks well beyond the 90th

percentile of longer-term valuations. In contrast, large-cap value stocks and small-
cap stocks are each hovering right around fair value.

Investors seeking a diversified approach may find 
opportunities in value and small-cap stocks

The largest mega-cap companies may be at risk of 
government intervention in the form of anti-trust litigation
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This presentation is intended to be a review of matters of
possible interest to Glenmede Trust Company’s clients and
friends and is not intended as personalized investment
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circumstances and may differ substantially from this
presentation. Opinions or projections herein are based on
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their Glenmede representative.
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