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Hey, Cinderella, it’s past midnight.  Your carriage might be turning into a pumpkin.  In this 

story, the role of Cinderella will be played by the FANG stocks.  Facebook, Amazon, Netflix and 

Google are enjoying a banner 2019.  Through April 30th, the four FANG components were up an 

average of 35%.  The first hint of a problem came with Google’s sub-par first quarter results.  Investors 

showed their displeasure the following morning as Google dropped 8%. Google’s crime was showing 

revenue growth of only 17%.  The problem is that Google is a $900 billion company with a PE of 29.  

When you’re that large with a valuation that rich, you have to knock it out of the park every time. 

On the face of it, it’s business as usual in FANG-Land.  On an absolute basis, revenue growth is 

strong.  The rub is when you look at the relative numbers.  Facebook’s share price has recovered 

nicely this year, but that masks revenue growth that is the slowest in company history.  Google and 

Amazon also showed their slowest growth numbers since 2015, and Netflix hasn’t grown this slowly 

since 2013.  What’s to be done? 

The obvious answer is to find more growth.  Anyone remember Polaroid cameras?  Coming up 

with one life changing idea is extremely difficult.  Coming up with another one is almost impossible. 

Polaroid never managed it.  Can FANG buck the trend?  Google has diversified for years.  Google 

Maps are fantastic, and I love my Android phone, but Google is still an advertising company.  Those 

banner ads bring in over 80% of their sales.  Advertising is profitable for Google.  The other stuff, not 

so much.  Last quarter, Google lost nearly $870 million on that “other stuff”. 

It’s funny how news is perceived.  In late April, Amazon announced that Prime shipping was 

going from two days to one.  Amazon rallied on the news, but Wal-Mart and Target both sold off.  I’m 

not sure I see it that way.  If Amazon is so dominant, why are they having to pull a stunt like that?  

Both Target and Wal-Mart have beefed up their online operations in recent years.  Is Amazon feeling 

the heat?  I love Amazon and I’m a Prime member, but as a consumer, I’m pleased that I have choices 
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now.  It doesn’t have to be just Amazon; I can get free two day shipping on my Claritin purchase from 

Target as well. 

What happens next will be interesting.  Economic growth across the globe is accelerating.  

When companies across the board are doing well, I don’t see the need to pay a premium for FANG.  

They’re currently selling at an average forward PE of 39 at a time when their revenue growth may 

potentially be slowing.  FANG dominates the NASDAQ 100 (NDX).  Those four companies account for 

31% of the NDX market cap.  The NDX has come a long way in a short time.   

After beginning 2017 at roughly 5000, the NASDAQ 100 is currently trading at 7845.  That’s 

57% in a little more than two years!  Additionally, the gap between growth and value is the largest 

seen since 2000.  Is a shift coming?  Will investors lighten up in high-octane growth and move into 

more reasonably priced sectors?   

The good news is that this is happening against a positive backdrop.  Both the economy and 

markets are doing well.  We could potentially see a shift into more reasonably valued stocks without 

excessive bloodletting in the overall market.   

This week has started with more trade turmoil out of Washington.  In the midst of fresh angst, 

I’ve used this statistic as my mantra since the midterms last November.  Since 1946, the markets are 

higher one year after a midterm election 100% of the time.  The market is 18 for 18 with an average 

rise of 14%.  As of the early May, we’re only up 5%, so I think markets have room to run through year 

end.  If you have any comments, feel free to contact me at heddins@capital-invest.com or call me at 

919-656-0836. 
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