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Information Technology 27.1%
@ HealthCare 14.4%
Financials 11.2%

@ Consumer Discretionary 10.9%

Communication Services 8.8%

‘ Industrials 7.8%

Consumer Staples 6.5%
@ Energy 4.8%

Utilities 3%
@ Materials 2.8%

Real Estate 2.8%

Sector Size & " il
We | g ht Source: SPgloble Dow Factsheet

Category Result

Market Cap $12.09T
Market Weight 27.25%

Industries in Sector 6
Total Constituents 76

Sources:


https://finasko.com/sp-500-companies-weightage/
https://www.tradingview.com/chart/U148tbIg/?symbol=SSE%3A000039

Source:

Sector Top
10

O rie e

MSFT

MICROSOFT CORP.

o V:A NC.

NVDA

NVIDIA CORPORATION

o MA
MASTERCARD INCOR

ORACLE CORPORATION

ACN
ACCENTURE PLC

ADBE

ADOBE INC.

2.173T uso

1.898T usr

402.676B vsc

373.75B uso

302.638B usc

194.119B uso

182.041B usco

174.769B uso

174.583B ust

169.17B ust



https://www.tradingview.com/chart/U148tbIg/?symbol=SSE%3A000039

Energy (.GSPE) -15.79% % 31.0 +10.10%

Utilities (.GSPU) 2 2. 48% ) 3 5 +20 5.49% +9451%

Consumer Staples (.GSPS) : 3% 0.28% 1 .88% 5 % 21% +111.96%

re ((GSPA) 5 22% 1 ‘ .16 8 2 5 +41.03% % +243.15%
Industrials (.GSPI) 91% 0.91% - ) ) ) - 09 16.74% -13 5 +14.34% +140.31%
Materials ((GSPM) : 0.67% -3.13% -13.50% - % ; - ; 8.18% +109.14%
s (.GSPF)

Rea te ((GSPRE)

Communication
(.GSPL)

Performance

S&P 500 @ Index (.SPX) o +1.06% 2.21% 7.43% -15.56% 19 b +30.04% +57.85% +1380.83%

EXPORT (©) COMPARE ® SPICE []

Source:



https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/sectors_in_market.jhtml?tab=learn%C2%A7or=45
https://www.spglobal.com/spdji/en/indices/equity/sp-500-information-technology-sector/

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Total

Sector
Performance

Source:


https://novelinvestor.com/sector-performance/
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Sources:

Sector
Business
Cycle

Sector

Financials

Real Estate

Consumer Discretionary
Technology

Industrials

Materials

Consumer Staples

Health Care

ication Services

Utilities

Econos ly sensitive
sac y tend to

outperform, while r

defensive S

tended to underperform.

Economically and

Interest Rate Sensitive

Defensive

Making marginal portf
allocation

Economix ally

Sensitive

Defensive

@ performance i
generally

cyclhical s
underperform.

Defensive and

Inflation Sensitive

Economically Economically

Sensitive Sensitive



https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/si_business_cycle.jhtml?tab=sibusiness

Sources:

Sector
Business
Cycle

Inflationary Pressures
Red = High

Economic Growth

Relative Performance of
onomically Sensitive Assets

RECOVERY

EXPANSION

CONTRACTION



https://institutional.fidelity.com/app/item/RD_13569_40890/business-cycle-update.html?pos=T
https://institutional.fidelity.com/app/literature/item/9883196.html

EXHIBIT 4: Sector leadership has rotated frequently in EXHIBIT 5: As the economic recovery matures, the ENE

the mid-cycle phase, resulting in the smallest sector- and MAT sectors have typically performed well, as have
performance differentiation of any business cycle phase. defensive-oriented sectors (HTH, CNS, UTL).
Annualized Relative Performance Cycle Hit Rate Annualized Relative Performance Cycle Hit Rats
100% 20% _ 100%
Sector % Mocian Momthly Bifference ™%
80% o 4 L 2 ] dian Monthly Differenc 80%
/ 70% N Hit Rate 20%
. 10% L 2 * ¢
d 60% 60%
BUSlﬂ@SS . — 50% 5% 50%
4 ' 40% o N L 40%
A 30% ? 30%
CVCle . T — 20% 5% 20%
| Median Mc renc 109 10%

Industrials
Health Care
Financials
Cons. Staples
Cons. Disc.
Real Estate
Utilities
Materials
Health Care
Materials
Cons. Staples
Utilities
Real Estate
Fiancials
Industrials
Cons. Disc.

Source: chrome-
extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www
fidelity.com/webcontent/ap101883-markets_sectors-
content/18.01.0/business_cycle/Business_Cycle_Sector_Appr
oach.pdf



Sources:

Porter's 5
Forces

Low threat because it is
very expensive to enter as

well as high brand loyalty

High rivalry due
to customers and
suppliers having
loyalty to specific
companies and
there being so
many companies.

Low threat because
info tech doesn't
have substitutes

Low-Medium power due to
companies being loyal to
their suppliers but there
being a bunch of suppliers

High bargaining power due
to variety of choices



https://www.visual-paradigm.com/servlet/editor-content/tutorials/five-forces-analysis-tutorial/sites/7/2019/02/five-forces-model.png
https://brandminds.live/porters-five-forces-analysis-of-the-it-industry/

1) Information Technology Trends
1.1) 1. Cloud Computing
1.2) 2. Mobile Apps
1.3) 3. Big Data Analytics
1.4) 4. Automation
1.5) 5. Artificial Intelligence

1.6) 6. Smart Technology
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1.7) 7. Virtual Reality 5 X 5 . ;

| nfo TeC h I n 1.8) 8. Augmented Reality p

1.9) 9. Blockchain Data .
2 O 2 2 1.10) 10. Cyber Security s 2

1.11) 1. Growth of loT Networks

1.12) 12. Predictive Analytics Implementations - ,
1.13) 13. Cloud Migration

1.14) 14. Rise Of Data Officers

1.15) 15. Quantum Computing Applications

1.16) 16. Smart Technology

1.17) 17. Open Source Solutions

Sources:

1.18) 18. Edge Computing

1.19) 19. Rise Of Chatbots



https://linchpinseo.com/trends-in-the-information-technology-industry/
https://connect.comptia.org/blog/information-technology-stats-facts
https://www.electronicdesign.com/industrial-automation/article/21214146/the-global-chip-shortage-how-did-we-get-here-where-are-we-headed-what-now

Economic
Analysis




Asian Countries Overtake U.S., Europe in Chip Manufacturing
/ Share of global capacity: China / Taiwan / South Korea / Japan / Europe / U.S.
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Source: Semiconductor Industry Association/Boston Consulting Group Report Bloomberg
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 The Technology sector decreased in all industries in
] the last year, and all but one industry decreased
more so than the S&P 500 as a whole.

Sales and
E a g n i n gS g ro Wt h Information Technology
rates of secto [, B

Electronic Equipment, Instruments &

Components

industry, major

Semiconductors & Semiconductor

CO m p a n I es Equipment

Software 1.09% -26.39% | -12.66% | +68.38% +194.06%

Technology Hardware, Storage &

Peripherals

S&P 500 ® Index 1.06% -2058%] -11.80% | +28.68% +56.44%

0.03% +247.06%

How do these rates compare to
history?

* The Technology sector has increased in the last five
years overall and all but two have increased more
than the S&P 500.

Source:


https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/sectors_in_market.jhtml?tab=industries&sector=45

NASDAQ 100 - Technology

* The Technology sector has greatly appreciated since
its inception ~ 20 years ago.

* The only notable declines were in the latter half of
2008 and 2018, the beginning of 2020, and we are
currently in month 6 of a steep decline.

Max — 18 years

Source:


https://finance.yahoo.com/quote/%5ENDXT/chart?p=%5ENDXT

Source

: finance

Earnings

2019 Current 2019 Current
Amazon 114.99B 197.48B 40.23% N/A
Apple 260.17B 152.84B 1.02% 5.80%
Microsoft 143.02B 115.86B 12.07% 8.20%
Meta 70.69B 95.28B 27.62% -21.40%
Salesforce 17.20B 19.47B 21.82% -94.00%
Nvidia 10.91B 17.48B -17.42% -15.40%

.yahoo

.com, Amazon Revenue 2010-2022 | AMZN | MacroTrends



https://www.macrotrends.net/stocks/charts/AMZN/amazon/revenue

Major Company growth rates over
the last year

Jun 29

Source:


https://www.marketbeat.com/compare-stocks/technology-stocks/

Operating

Net

R&D as %
of sales

ROE

Inventory
Turnover by
Sales

2014

12.12%

10.96%
11.3%

18.71%

N/A

Tech Margins

2018

23.87%

0.03%

11.1%

17.44%

19.31

Current

27.19%
(FY22Q1 = -14.01%)

-6.6%
8.4%

37.06%

15.78



https://csimarket.com/Industry/industry_Profitability_Ratios.php?s=1000&hist=32
https://einvestingforbeginners.com/rd-spending-as-a-percentage-of-revenue-by-industry/

Operating

Net

R&D as % of
sales

ROE

Inventory
Turnover by
Sales

Market Margins

2014

16.79%

9.92%

3.9%

13.14%

11.36

2018

14.61%

8.35%

3.9%

12.97%

14.03

Current

7.28%

4.8%

10%

20.45%

10.99



https://csimarket.com/Industry/industry_dividends.php?
https://craft.co/reports/s-p-100-r-d
https://einvestingforbeginners.com/rd-spending-as-a-percentage-of-revenue-by-industry/

Tech — Market Margin

2014 2018 Current

Operating -4.67% 9.26% 19.91%

Net 1.04% -8.32% -11.4%

R&D as % of sales 7.40% 7.2% -1.6%

ROE 5.57% 4.47% 16.61%

Inventory Turnover

by Sales -11.36 5.28 4.79

ch value is calculated as Tech Margin — Market Margin



Companies in net cash, by sector — among
top 500 companies by market cap (%)

Others [ Semiconductor Free CaSh FIOW at end Of

24.8 _\

Engineering : FY
17 .

Consumer Plantation
(garments) 17

Automotlve

2014 2018 FY21 Q4

Payment serV|c

Manufacturlng

Shlpplng

17.83% -3.76% 24.13%

Property 5.1
Rubber glove
Manufacturln Insurance/ 4.3
(E&E) 4. 3 Takaful 4.3

s this sector a net user . N . .
* Technology is traditionally one of the highest cash sectors, although this

can vary from year to year.

of cash or generate free
cash flow?



https://www.theedgemarkets.com/article/tech-sector-tops-net-cash-companies
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SECTOR

VALUATION

Absolute Basis High Low Median Current
P/E 93.1573 11.8942 24.6019 25.6515
P/B 11.6614 2.4947 4.8348 8.5574
P/S 7.2946 1.4569 3.2372 5.4894
P/EBITDA 23.1500 7.1025 13.7651 17.2566
Relative to SP500 | High Low Median Current
P/E 3.6582 0.7967 1.2905 1.2617
P/B 2.5964 1.0807 1.6536 2.1173
P/S 2.568 1.4642 1.8933 2.3006
P/EBITDA 2.7526 1.106 1.5825 1.4357




Source: Fidelity and GuruFocus

SECTOR

VALUATION

Market Cap: 12.09T

Industry % Weight Estimated 2022
P/E*

Communication 3.03% 23.35

Equipment's

Electronic 3% 15.34

Equipment,

Instruments, and

Components

IT Services 17.73% 45.32

Semiconductors and | 20.64% 15.61

Semiconductors

Equipment

Software 34.97% 47.64

Technology 20.64% 21.88

Hardware, Storage,

and Peripherals

* Sector Median P/E: 24.60


https://eresearch.fidelity.com/eresearch/markets_sectors/sectors/industries.jhtml?tab=learn&industry=452020
https://www.gurufocus.com/industry/usa/technology/overview

SECTOR
VALUATION

Company Company Name Primary Industry Mkt Cap © Imp Mkt Cap Price Volume EBITDA
AAPL Apple Inc. Technology Hardware, Storage and Peripherals 2,248,607.2 - 138.93 70.97 130,634
MSFT Microsoft Corporation Systems Software 1,941,407 .42 - 259.58 22.82 94,983
Visa Inc. Data Processing and Outsourced Servis 414,924.98 199.18 4.13 19,019
2330 Tainan Semiconductor Manufacturing Company Limited Semiconductors 394,.532.23 v 15.22 66.42 59.904.38 40,.160.22
NVDA NVIDIA Corporation Semiconductors 363,658 - 145.23 37.63 29.541 12,533
MA Mastercard Incorporated Data Processing and Outsourced Services 309,334 .45 - 318.24 2.29 19,896 11,810

Samsung Electronics Co., Ltd. Technology Hardware, Storage and Peripherals - 43.22 24.98 240,380.76 7S.327.22

Broadcom Inc. Semiconductors 477.84 2.13 29,994 16,857
ORCL Oracle Corporation Systems Softvare - 70.87 7.80 42,440 18,483

ASML Helding N.V. Semiconductor Equipmaeant - 448.56 1.09 19,626.38 6.877.48

Source: NetVantage



Source:

GuruFocus

SECTOR
VALUATION

Sector Performance

S&P 500(10Y): +180.14%
S&P 500 (~GSPC) Technology (IYW)

~100%
2012-8 2013-9 2014-9 2015-10 2016-10 2017-11 2018-11 2019-12 2020-12 2022-1 2022-7
Annualized Return %
Symbol 1 Week 1 Month 3 Months 6 Months YTD 1 Year 3 Years 5 Years 10 Years
AGSPC + 221 -6.73 19.74 -19.74 11.45 9.55 10.87
Yw + -5.62 -9.13 -22.15 30.30 -19.42 7.37 18.77 17.25
Total Annual Return %
Symbol 2022 2021 2020 2019 2018 2017 2016
*GSPC + 0 6.24
Yw + -30.2¢ 35.45 48.2



https://www.gurufocus.com/industry/usa/technology/overview

-
O
s
©
O
-
3
-
-
O
O
D
or



Recommendation

58P 500 Weight Csmwegn [
Information Technology 27.11% -2 529

* Because our economy is currently movi fg towards

late-cycle inflationary pressure, based oft past
trends, we could be heading towards a recessionary
penod

* This is also coming off the negative effects on the
economy of Covid-19.

When moving towards this type of period, the
Information Technology sector tends to

perform poorly, which is what we're seeing in the
market currently.

Recommendation: hold - We don’t recommend
selling as the economy will favor technology as
there is once again an upturn. We also don't
recommend buylng more as things are still on the
downturn and it's uncertain when things will turn
around.




