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CHEERING FOR DANIEL-SAN TO CRANE
KICK THE FAANGS

Jeff weniger — Head of Equity Strategy
01/02/2019

FAANG. What an acronym. A FAANG stock, cobra Togo on its uniform, is like the antagonist
in the classic 1984 movie The Karate Kid.

The FAANG (Facebook, Apple, Amazon, Netflix and Google-parent Alphabet) is unstoppable
as he sweeps the leg and kicks the proverbial “value stock,” Daniel-san, in his broken
ribs. No mercy. Miyagi, Daniel-san’s mentor, cannot help him.

At Teast that was the situation until a few months ago, when both Apple and Amazon
reached valuations north of $1 trillion.

when I wrote about the top-heaviness of FAANG stocks in market capitalization-weighted i
ndexes in 2018, these five stocks alone accounted for about one-eighth of the U.S. stock
market. Since then they have been cracked, with Facebook and Apple taking the hardest
hits.

Figure 1: Share Price Performance, 2018
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Source: WisdomTree. Data through 12/11/18.

Not many of us have issues with Netflix as an organization. But the other four FAANGSs’
public reputations are on tenterhooks.
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Amazon gives millions of small businesses sleepless nights, while its employees complain
of poor working conditions. want to talk about business risk? wake up one morning to
President Trump doing a Teddy Roosevelt trust-buster impersonation. You’re unstoppable
until Daniel-san gets into the crane position.

or Took at the half-dozen reasons that reasonable people hate Facebook. One of them is
probably our collective inability to prevent hundreds of images of our children from
being plastered on its site, even if we are not “on Facebook.” If you don’t Tike it,
tough Tuck. The BBC cites an Ofcom study finding that 70% of people do not think it is
OK to share images of others without permission. It’s that other 30% that the rest of us
have to worry about.

But there’s so much more.

Facebook is beset by accusations about "fake news" and political biases. Also, how
about your high schooler’s shrinking attention span and growing self-doubt as friends
post solely their 1ife’s highlights? Stock market sentiment is a fragile thing: $379
bil1lion is a Tot to pay for a company that you and your next-door neighbor dislike.

And while we’re talking about aiding and abetting our society’s mass experiment with
device-addicted zombie scatterbrains, there’s Apple. It sells the pipe to the smoker.

There is no shortage of people itching for Daniel-san to kick some of these companies in
the face, 1in the 1interest of civil society. oOur industry wants to talk about
environmental, social and governance (ESG) screens. Great. Let’s talk candidates.

Google cannot be forgotten. The internet was supposed to be a utopia of free discourse.
Free discourse, unless the Chinese Communist Party’s censors give you heat.

when a company 1like Sears or Wwoolworth’s rolls over, most of us feel bad, nostalgic
even. But there is something unsettling when the top of the S& 500 is populated by
companies that are dinner table pariahs.

If Daniel-san is doing that awesome crane pose and kicking some of these FAANGs across
the face, there are value-investing “Miyagis” out there watching from the sidelines,
giving a slow nod of approval.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market outlook

View the online version of this article here.

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF


https://www.bbc.com/news/technology-40804041
https://wisdomtree.com/blog/glossary#s&p-500-index
https://www.wisdomtree.com/investments/performance
https://wisdomtree.com/-/media/7ae44b76bd3149b4a55e58a7694530b1.ashx
https://www.wisdomtree.com/investments/blog/2019/01/02/cheering-for-daniel-san-to-crane-kick-the-faangs

wWisdomTree BLOG ARTICLE

IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

value : characterized by lower price levels relative to fundamentals, such as earnings
or dividends. Prices are Tower because investors are less certain of the performance of
these fundamentals in the future. This term is also related to the value Factor, which
associates these stock characteristics with excess returns vs the market over tim.

S&P 500 Index : Market capitalization-weighted benchmark of 500 stocks selected by the
Standard and Poor’s Index Committee designed to represent the performance of the leading
industries in the United States economy.
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