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FAANG Stocks Sales Are Slipping

The graph below from Crescat Capital shows that, in aggregate, the market-leading FAANG stocks
saw a decline in sales last quarter on an inflation-adjusted basis. FAANG is an acronym for the
following stocks: Facebook, Amazon, Apple, Netflix, and Google. The FAANG companies have
seen tremendous growth over the last two decades. However, these companies are quickly
maturing and turning into cyclical stocks. The companies still have divisions with solid revenue
growth. However, the growing majority of their revenue sources are no longer high-growth.

As they morph into cyclical companies, their financial performance should more closely track
economic growth. As such, the relatively high valuations on some of these stocks may revert to
more normal valuations. The five FAANG stocks account for 22% of the S&P 500 and have a
weighted average P/E of 31. The P/E on the S&P 500 is currently 18. If the P/E on all of the
FAANG stocks fell to 18, the S&P 500 P/E would decline to 15.24.

FAANG Revenue Real Growth (%)

Median YoY Sales Growth - CPI YoY Growth
Among FAANG: $FB, SAMZN, SAAPL, SNFLX, SGOOGL
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Source: Bloomberg ©2022 Crescat Capital LLC
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Economy

e 7:00 a.m. ET:&#2013266080;MBA Mortgage Applications, week ended July 29 (-1.8%
prior)

e 9:45 a.m. ET:&#2013266080;S&P Global U.S. Services PMI,&#2013266080;July final (47
expected, 47 prior)

e 9:45 a.m. ET:&#2013266080;S&P Global U.S. Composite PMI, July final (47.5 prior)

e 10:00 a.m. ET:&#2013266080;Factory Orders, June (1.2% expected, 1.7% prior)

e 10:00 a.m. ET:&#2013266080;Factory Orders Excluding Transportation,
&#2013266080;June (1.7% prior)

e 10:00 a.m. ET:&#2013266080;Durable Goods Orders, June final (1.9% expected, 1.9%
prior)

e 10:00 a.m. ET:&#2013266080;Durables Excluding Transportation, June final (0.3% prior)

e 10:00 a.m. ET:&#2013266080;Nondefense Capital Goods Orders Excluding Aircrafts,
June final (0.5% prior)

e 10:00 a.m. ET:&#2013266080;Nondefense Capital Goods Shipments Excluding Aircrafts
, June final (0.7% prior)

e 10:00 a.m. ET:&#2013266080;ISM Services Index&#2013266080;(53.5 expected, 55.3
prior)

Earnings



Company Time Estimate . Growth Surprise

Show only confirmed?
“ TM Toyota Motor Corp. 400 AM ET $3.77 63658 -12.2% - = - [+]
“ ¢l CIGNA Corp. 6:00 AM ET §$5.44 54441 B 3.0% + - - (4]
¥ BABA  Alibaba Group Holdin . 7.00 AM ET $1.52 $31.02B -2.T% ks = - [+]
“ COP ConocoPhillips 7:00 AM ET $3.78 §17.248 68.8% +« = - [+
“ ARW Arrow Electronics, Inc 800 AM ET $5.57 £9.3098B 9.7% " = - (+]
11 Suncor Energy, Inc. 7:40 PMET §1.74 §10.348 39.7% + = . (+]
“ LLY Eli Lilly & Co 6:25 AM ET $1.80 56.56 B 2.7T% + = - (+]
“ AMGN Amgen, Inc. 4,00 PMET £4.34 $6.528 0.1% + = - +)
* CBRE CBRE Group, Inc. 655 AMET §1.38 §7.798 20.6% + | = - [+
“ JCl Johnson Controls, Inc. 655 AM ET $0.84 $6.44B8 1.6% " = - o
* DUK Duke Energy Corp. 7:00 AM ET £1.10 $5.91 8 26% * = - ()
“ CTVA Corteva, Inc 500 PMET $1.47 $6.10B B8.4% * = - (+]
“ NRG NRG Energy, Inc. 7:05 AM ET £0.31 $5998 14.2% - = = (]
“ XPO XPO Logistics, Inc. 4:15 P ET $1.50 5327TB =35 1% * = - (4]
“ BDX Becton, Dickinson & .. G20 AMET $2.49 447 B -8.6% - = . o
“ WRK WestRock Company 6:30 AM ET $1.50 §5488 13.8% * = - (4]
¥ 8Q Block, Inc 410 PMET $0.17 £4388 £.4% + = - [+]
“ BCE BCE. Inc. 7:00 AM ET $0.65 $4538 -2.3% - = - (+]
“ WCC WESCO Intemational. 600 AMET $3.88 £5258 14.2% — . o
“ EOG EQG Resources, Inc. 415 PMET §2.99 $6.148 48.3% + = = (+]
“ RGA Reinsurance Group o 415 PMET §2.72 4008 -3.3% + = . )
“ PH Parker-Hannifin Corp. .. 730 AM ET $4.67 S408B 3.1% " = = (4]
S| WayTair Inc. T.00 AMET 1$1.87) $3248B -16.0% - | = - [+
“ APTV ApivPLC 6:45 AM ET $0.62 4148 B8.7% + = - +)
K Kellogg Company B:00 AM ET $1.05 $3628 1.8% - = = (]
“ FIS Fidelity National Infor... .00 AM ET $1.70 $367B 5.6% +« | 0= . o
* TRGP Targa Resources Corp. 600 AM ET $1.06 2477THB 39 6% - = . (+]
¥ GVMNA Carvana Co. 4:00 PMET ($1.81) $3988 19.3% +« = - (4]
“ LNG Cheniere Energy, Inc 7:30 AM ET $2.83 585818 92 6% - = . [+]
“ PWR Quanta Services, Inc. 655 AM ET $1.38 4038 34.3% + = - (+]
“ ED Consolidated Edison ... 830 PMET $0.58 £3038 2.0% + = - [+
“ RSG Republic Services, Inc. 410 PMET $1.18 $328B 16.6% + = . +)
“ SRE Sempra Energy 655 AM ET §1.82 §2918B 6.2% + = - (]
“ AES AES Corp 500 PMET £0.31 £267TB -1.1% + = - (4]
“ RKT Rocket Companies, Inc. 405 PMET $0.00 $1.798 -32.9% + | = - ()
“ APD Air Products & Chemi 6:00 AM ET $2.61 £306B 17.5% + = - 4]
S 1 1] Lufax Holding Lid 430 PM ET $0.20 $2388 3.6% - = = [+
v CWK Cushman & Wakefield 405 PM ET $0.53 $1.758 -22.2% + = - (4]
“ HIl Huntington Ingalls Ind. .. 715 AM ET §$3.43 $2628B 17.4% - = - (+]
“ NSIT Insight Enterprises, Inc. 8:00 AM ET $2.02 $2508 12.1% . | = . (4]
“ DK Delek US Holdings Inc 7:30 AM ET $3.07 £3568 62.4% - = - [+
Y COMM CommScope Holding... 6:30 AM ET $0.27 §2268 3.4% - = - [+
“ ICE IntercontinentalExcha. .. T:30 AM ET $1.28 1828 -14.7% + = - 4]
“ EXPE Expedia, Inc 400 PMET $1.58 $3.028 431% + = - +)
“ MSl Motorola Solutions, Inc. 4:10 PM ET $1.87 $2068 4.5% + = - (+]
Y MTZ MasTec Inc 4:40 PM ET $0.65 §22358B 14.6% + = - )
“ ZTS Zoetis Inc. 7:00 AM ET $1.22 $2058 5.2% * = - (]
“ caP Cheniere Energy Part. 7:30 AM ET $0.90 53028 59.9% - = - (+]
* BECMN Beacon Roofing Sup. . 4:00 PM ET $2.34 $2268 21.8% .« = = (+]
“ WRTX Verex Pharmaceutic. 4:00 PM ET $3.51 §213B 15.8% * = - +]
“ BHF Brighthouse Financial.. 415 PMET $2.83 §214B 27.7% - = . o
“ OGN Organon 7:30 AMET $1.16 $1578 -1.6% « = . (4]
“ PBA Pembina Pipeline Cor 515 PMET $0.48 $181B 13.8% * = . O
“ POST Post Holdings, Inc. 5:00 PM ET $0.58 $1358 -15.1% - = - [+]
* SEM Select Medical Holdin. . 4:30 PM ET $0.51 $158B 1.0% + | = | - )
¥ PENMN Penn National Gamin.. 7.00 AM ET $0.51 $1608 3.5% + = . [+]
“ TRI Thomson Reuters Co.. 6:30 AM ET $0.53 $1618 5.1% + = - (4]
“ REZI Resideo Technologie, 405 PM ET $0.56 $1668 12.4% " = - (+]
“ AEE Ameren Corp. 5:00 PM ET $0.81 $1538 3.9% + = - (+]
¥ MMNST Monster Beverage C... 4:05 PM ET $0.68 51618 10.1% + = - (4]
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Market Trading Update - Stocks Soar Into Very Overbought Territory On
Economic Data


https://realinvestmentadvice.com/wp-content/uploads/2022/08/Earnings-Calendar.png

The market had an interesting response to stronger than expected Non-Manufacturing Data which
allows the Fed room to hike rates more aggressively. Nonetheless, stocks put on a stellar day
advancing sharply on the news as bulls piled into stocks assuming the near-term bottom is in.
However, as shown stocks are now pushing more extreme overbought conditions which will likely
limit upside near term. We continue to suggest holding positions but taking profits and rebalancing
risks along the way.
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Labor Market is Cooling

As we await Friday's unemployment data and today's jobless claims, there are signs in the
manufacturing surveys and Tuesday's JOLTS that labor markets are cooling. JOLTS job openings
fell by 605k, the third largest decline on record to 10.7 million. Expectations were for 11 million
openings. As shown below, the only time the number of openings fell more in a month was during
the first few months of the pandemic. As the tightness in the labor market eases, wage pressures
should also subside and help ease concerns the Fed has about a price-wage spiral. A price-wage
spiral could cause inflation to be persistent at higher levels than they would prefer. Keep in mind,
while the decline in job openings is huge, the number of openings is still about 50% more than in
the pre-pandemic years.
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Credit Card Use is Off the Charts

Per Axios-


https://realinvestmentadvice.com/wp-content/uploads/2022/08/jolts.png

Credit card balances are ballooning at the quickest pace in decades, reflecting higher
prices and more open accounts than ever before.

Inflation is handily outpacing wages, and consumers are drawing down savings and using credit to
help make ends meet. The graph below shows that the number of credit card accounts grew by
about 10% in just the last two years. CNBC reports that credit card balances rose 13% in just the
second quarter of 2022. According to the New York Fed, that was the largest increase in more than
20 years.

Personal savings, shown in the second chart, are down to levels last seen over ten years ago. With
inflation running at 9% and arguably higher for lower and middle-income classes, who spend a
higher percentage of their income on food and energy, many people have no choice but to use
savings and debt to maintain their lifestyles. The problem is that both credit and savings are
temporary measures with limits. If inflation doesn't cool quickly, many families will be in quite a
bind.
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Quarterly; Q12003 to Q2 2022

55@m 550m

50@m

450m

40@m

350m

2005 2010 2015 2020

FRED :+/ — personal Saving Rate

35
30

25

Percent

1960 1965 1970 1975 1980 1985 1930 1995 2000 2005 2010 2015 2020

e Fr— 20, il ' VNG

More Good Inflation News
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Yesterday we discussed the plummeting prices paid index within the ISM Manufacturing survey.
Today, the data is affirmed by the ISM's Services Industries survey. As shown below, prices fell
sharply to one-year lows. The ISM and regional manufacturing surveys tend to be among the most
real-time data provided to the public. As such, the surveys offer some hope that we may see CPI
and PCE prices start to follow suit. However, the surveys do not account for housing/rent prices.
Housing accounts for about a third of the CPI and can easily offset price declines in other areas.
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Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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