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SUFFERING FROM COGNITIVE DISSONANCE

Real-world experience

• Job losses

• Business failures

• Restriction of movement

• -ve economic data

Capital markets

• Rapid recovery

• New all-time high

• Tech sector fervour



LOOK PAST THE RECOVERY…
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LOOK PAST THE RECOVERY…
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This is NOT last year’s market!

S&P500
(1 year)



…AND CONSIDER THE SHIFTS
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INVESTING IN A 

ZERO INTEREST 

RATE WORLD

1
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INVESTING IN A ZIRP WORLD
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S&P500 P/E vs 
Federal Funds 
Rate
(50 years)



PUSHING EVERYONE UP THE RISK CURVE
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MASSIVE RETAIL INVESTOR SPECULATION
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Options trading has 
exploded this year
Number of put and call 
option contracts traded in 
the US each day (m)



MASSIVE RETAIL INVESTOR SPECULATION
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% of total amount 
raised by sector
Data as of 2020/12/31 Sector % 
based on proportion of gross 
proceeds excluding SPACs



…AND  UNUSUALLY HIGH TOLERANCE FOR RISK

Two different economies

FOMO > calculated risk-taking

Narratives > fundamentals

Bull cases = base cases
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Two different economies

Outcome
• Favour grounded valuations

• Stay clear of momentum names

✓ OWN: Facebook, Alphabet, Amazon

AVOID: Airbnb, Zoom, Uber
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HEALTH OF 

THE US 

CONSUMER

2
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Covid-19 Upended 

Americans’ Finances, 

Just Not in the Ways 

We Expected
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Stimulus checks put extra $ in her pocket

She bought stocks after the crash

Refinanced her mortgage at 3%
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Median household checking 
account balance in 2020, chance 
from a year earlier

Average interest rate on a 30-
year fixed mortgage

Average U.S. FICO score



US$1TN CONSUMER FIREPOWER
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US$1TN CONSUMER FIREPOWER
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US$1TN CONSUMER FIREPOWER
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Outcome
• Favour consumer-facing cyclicals

✓ OWN: US financials, Healthcare, BEACH stocks

AVOID: Major index-tracking ETFs
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ANTITRUST 

AND TECH

3



TECH’S GOLDEN AGE OF NO REGULATION
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STARTUPS AREN’T SUCCEEDING
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…LEADING TO HISTORICAL MARKET CONCENTRATION
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Market cap of 5 largest S&P500 companies, expressed as % of index



THE FANG TAX

Two different economies

40c of every US$ raised in venture funding 

is spent on Google, Facebook & Amazon.

Breaking these companies up would 

effectively have same impact as a tax cut
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ANTITRUST WILL LEAD TO VALUE CREATION!

Two different economies

WhatsApp (Facebook)

65bn messages sent everyday

Essentially unmonetized

AWS (Amazon)

Growing at 30% pa

40% market share

AMZN trades at 4.5x sales

Google Cloud (Alphabet)

45% YoY revenue growth

Alphabet trades at 6.5x sales
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Outcome
• Buy weak sentiment

✓ OWN: Facebook, Alphabet, Amazon

AVOID: SaaS stocks trading at 30x-plus sales
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WRAPPING IT UP

Two different economies

>> Tech’s outperformance is justified

Should continue to outperform over long term

Avoid current instances of overenthusiasm

ZIRP having noticeable impact on some valuations

>> Cyclical end of market pricing in continued pain

Stimulus & inflation will be the inevitable catalysts here

This is where the opportunity lies!

>> Regulatory developments will yield opportunities

Antitrust measures likely to unlock shareholder value
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DISCLAIMER

Anchor Capital has taken care that all information, provided in this document is true
and correct. However, Anchor Capital does not accept responsibility for any claim,
liability, loss, expense, or damage (whether direct or consequential of any nature
whatsoever which may be suffered as a result of or which may be attributable,
directly or indirectly, to the use of or reliance upon any information, links or service
provided through this document.

There is no warranty of any kind, expressed or implied, regarding the information
or any aspect of this service. Any warranty implied by law is hereby excluded except
to the extent that such exclusion would be unlawful.

Anchor Capital (Pty) Ltd is an authorised Financial Services Provider with FSP
number 39834.

This report and its contents are confidential, privileged and only for the information
of the intended recipient. Anchor Capital (Pty) Ltd makes no representations
or warranties in respect of this report or its content and will not be liable
for any loss or damage of any nature arising from this report, the content thereof,
your reliance thereon its unauthorised use or any electronic viruses associated
therewith. This report is proprietary to Anchor Capital (Pty) Ltd and you may
not copy or distribute the report without the prior written consent of the authors.
Any forecasts or commentary in this document are not guaranteed to occur.

Past performance is not necessarily an indication of future performance.
Performance data sourced from Morningstar, unless otherwise stated.
Refer to the minimum disclosure document of a particular product
or the Anchor Capital website (www.anchorcapital.co.za)
for further information.

© 2009-2021 Anchor Capital (Pty) Ltd.

An authorised Financial Services Provider

Reg No # 2009/002925/07 | FSP # 39834
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