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There are 85 members of the S&P 500 trading for more than 10 times sales. For context,

Jesse Felder’s eponymous Felder Report counted “only” 27 stocks trading at that multiple

at the peak of the dot-com bubble.

If you think that’s a lot, consider that the NASDAQ 100 has 46 such stocks, with a

handful—namely NVIDIA and Tesla—trading north of 30x sales.

It may come as a surprise to you that there are so many stocks still priced like this,

especially since there has been some real carnage in the market for more than three

months. Sure, you wouldn’t know the sheer extent of it from looking at the NASDAQ’s

correction (figure 1), but hundreds of stocks have witnessed their share prices

collapse.

Figure 1: NASDAQ Composite

How bad is it? Of the NASDAQ Composite’s 3,000+ companies, about half are down 30% or

more from their 52-week highs. About one in five has declined—gulp—60% or more (figure

2).

Figure 2: Percentage of Members Declining from 52-Week Highs
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In figure 3, I took the best-performing style box of the late 1990s—large-cap growth—and

plotted it against the laggard of the era, small-cap value. Scaling both to 1.0 on March

24, 2000, you can see growth stocks’ many years in the wilderness.

Figure 3: S&P 600 Value vs. S&P 500 Growth, Tech Bubble & Aftermath

 

In the 2000–2002 bear market, companies that were actively buying back stock held up

notably, while those that diluted their shareholders were punished heavily. We run an

explicit buyback screen in the WisdomTree U.S. Value Fund (WTV). 

Figure 4: U.S. Stock Market Cumulative Loss: 8/31/00–9/30/02. 
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Figure 5 shows the percentage of each Russell Index that is unprofitable, along with a

bunch of ETFs that tend to kick out negative earners. All the ones I included were

launched in either 2006 or 2007. If your portfolio is lopsided toward small and mid-

growth—and you’re thinking this market looks a bit “dot-commy”—this exhibit is a guide.

Figure 5: Percentage of Companies with Negative Earnings

Important Risks Related to this Article

There are risks associated with investing, including possible loss of principal. Funds

focusing their investments on certain sectors increase their vulnerability to any single

economic or regulatory development. This may result in greater share price volatility.
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While the Fund is actively managed, the Fund’s investment process is expected to be

heavily dependent on quantitative models, and the models may not perform as intended.

Please read the Fund’s prospectus for specific details regarding the Fund’s risk

profile.

For standardized performance and the most recent month-end performance click here NOTE,

this material is 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.

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors 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 investments in 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 its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal 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 instruments 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 indication 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 its 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 liability for any direct, indirect, special, incidental, punitive,

consequential (including loss 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

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.

Nasdaq 100 Index : Includes 100 of the largest domestic and international non-financial

companies listed on The Nasdaq Stock Market based on market capitalization. The Index

reflects companies across major industry groups including computer hardware and

software, telecommunications, retail/wholesale trade and biotechnology. It does not

contain securities of financial companies, including investment companies.

Nasdaq Composite Index : The market capitalization-weighted index of over 2,500 common

equities listed on the Nasdaq stock exchange.

Large-Capitalization (Large-Cap) : A term used by the investment community to refer

to companies with a market capitalization value of more than $10 billion. Large cap is

an abbreviation of the term “large market capitalization”. Market capitalization is

calculated by multiplying the number of a company’s shares outstanding by its stock

price per share.

Growth  : Characterized by higher price levels relative to fundamentals, such as

dividends or earnings. Price levels are higher because investors are willing to pay more

due to their expectations of future improvements in these fundamentals.

Small caps   : new or relatively young companies that typically have a market

capitalization between $200 million to $2 billion.

Value : Characterized by lower price levels relative to fundamentals, such as earnings

or dividends. Prices are lower 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.

Bear market : A sustained downturn in market prices, increasing the chances of negative

portfolio returns.
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