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Key points 

▪ The widespread selloff among global 

technology stocks was not justified, and 

we think it is overdone 

▪ Technology leaders have been 

demonstrating their ability to produce 

more superior earnings as compared 

to the broader industry and smaller 

peers 

▪ This is solid verification to support our 

stance to stay invested in large cap 

technology firms 

▪ Global big tech firms are among our 

focus and top convictions within the 

CIO Barbell Strategy 

GLOBAL CROSS ASSETS 

Returns of cross assets around the world 

Index Close Overnight YTD 

DJIA 35,089.74 -0.1% 14.6% 

S&P 500 4,500.53 0.5% 19.8% 

NASDAQ 14,098.01 1.6% 9.4% 

Stoxx Europe 600 462.15 -1.4% 15.8% 

DAX 15,099.56 -1.7% 10.1% 

CAC 40 6,951.38 -0.8% 25.2% 

FTSE 100 7,516.40 -0.2% 16.3% 

MSCI AxJ 777.18 1.4% -7.8% 

Nikkei 225 27,439.99 0.7% 0.0% 

SHCOMP 3,361.44 0.0% -3.2% 

Hang Seng 24,573.29 3.2% -9.8% 

MSCI EM 1,221.10 0.9% -5.4% 

UST 10-yr yield* 1.91 7.8  99.5  

JGB 10-yr yield* 0.19 2.1  17.7  

Bund 10-yr yield* 0.20 6.4  77.5  

US HY spread* 3.42 9.0  -18.0  

EM spread* 338.17 -0.5  15.2  

WTI (USD) 92.31 2.3% 90.3% 

LMEX 4,691.40 0.3% 37.4% 

Gold (USD) 1,808.28 0.2% -4.7% 

Source: Bloomberg 

* Changes in basis points  

 

Equity Strategy 

Stay invested in global technology leaders 

During the recent market correction, the Technology sector was also not spared despite 

their superior earnings growth trajectory and balance sheet quality. In the past few weeks, 

the market has seen widespread turbulence across the Technology sector, where even 

sector leaders with solid business models, strong earnings momentum, and balance sheet 

quality were indiscriminately sold down in sympathy. We advocate investors continue to 

engage in this sector and for those who are in cash, to progressively add exposure to 

leading stocks in this sector.  

Nonetheless, there has been a clear bifurcation in the performance of technology sector 

leaders and the emerging players. Zooming into the past three months, the big tech index 

has declined some 18% whereas their emerging peers corrected more than 40%. Investors 

have been reducing exposure to high growth companies which have yet to show convincing 

profitability (Figure 1).  
 
We herewith reiterate our investment convictions on the big tech space in the CIO Barbell 

Strategy.  
 

Figure 1: Big Tech firms have performed better than Emerging Tech (rebased to 100) 

 

Source: Bloomberg, DBS 

Time and again, technology leaders have clearly demonstrated their ability to produce more 

superior earnings as compared with the broader industry and smaller peers (Figure 2). 

Further analysis showed that a considerable portion of emerging tech firms have yet to 

deliver actual profits. In the rising rates environment, the absence of profits will definitely 

give rise to large share price corrections.  

This again is solid verification to support our stance to stay invested in the large cap 

technology firms which have global revenue streams. By having diversified revenue 

compositions, these firms are in stronger positions to maximise their revenue reach and 

benefit from the vast supply chain on a more cost-effective basis.  
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Figure 2: More superior earnings propensity (rebased to 100) 

 

Source: Bloomberg, DBS 

Recent earnings announcements among technology firms demonstrated that industry 

leaders reported better than expected revenue and profits (Table 1). Notably, a more 

important factor to look at is the forward guidance which has a much more profound impact 

on the share price performance. As such, judging from the prevalent optimistic guidance, 

the fraternity of big tech firms is poised for a bumper outlook which is supportive of further 

share price rerating. 
 
Table 1: Quarterly results – more beat than miss 
 

Company Revenue Earnings Guidance 

Alphabet 4Q21: Beat 4Q21: Beat Optimistic 

AMD 4Q21: Beat 4Q21: Beat Optimistic 

Apple 4Q21: Beat 4Q21: Beat Optimistic 

Broadcom 4Q21: Beat 4Q21: Beat Optimistic 

IBM 4Q21: Beat 4Q21: Beat Optimistic 

Intel 4Q21: Beat 4Q21: Beat Optimistic 

Meta Platforms 4Q21: Miss 4Q21: Beat Cautious 

Microsoft 4Q21: Beat 4Q21: Beat Optimistic 

Netflix 4Q21: In-line 4Q21: Beat Cautious 

Qualcomm 4Q21: Beat 4Q21: Beat Optimistic 

Samsung 4Q21: Beat 4Q21: Miss Optimistic 

TSMC 4Q21: Beat 4Q21: Beat Optimistic 

Source: Corporate announcements, DBS 

Based on our analysis, the 20 largest technology and related stocks collectively have more 

than USD300b of net cash in their balance sheet – a huge sum by any measure. The names 

that stand tall in this area are the likes of Alphabet, Samsung Electronics, Microsoft, Apple, 

Meta Platforms, TSMC, CISCO, and Nvidia. As a matter of fact, each of these names is already 

a giant in the segments they operate in. This finding further enhances our view that 

technology firms with such solid balance sheet quality should not be adversely affected by 

the rising rates situation.  

After the recent selloff, the forward earnings multiples have entered -1 standard deviation 

to mean (Figure 3). Looking back at previous cycles, the sector would stage a resounding 

recovery each time it entered this level. We believe it will be the same this time, as driven 

by the attractive valuations and forceful earnings tailwinds.  

Taking a more practical look using PE/G, the big tech firms trade at more attractive 

valuations relative to their small-cap and broader global technology cousins. The 1.0x 

average 2022-2023 PE/G among big tech is absolutely on more attractive ground against 

the 1.2x and 1.9x for small-cap and the broader global technology universe (Table 2). 
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Figure 4:  Big Tech companies have higher shareholder returns 

 

Figure 5: Bifurcation in cashflow 

  
Source: Bloomberg, DBS Source: Bloomberg, DBS 

 

 Within the CIO Barbell Strategy, global big technology firms are among our focus and top 

convictions. At present, holdings in technology-related names account for one third on a 

total Barbell portfolio basis and 50% within the equity-only universe.  

 

We advocate staying invested with our Barbell Strategy against the backdrop of heightened 

market volatility. This strategy demonstrates the characteristics of growth and quality 

equities, income-generating assets, and gold as a risk diversifier. 
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Figure 3: Valuations entered attractive levels, poised for rerating 

Source: Bloomberg, DBS 

 

Table 2: Compelling valuations among Big Tech firms (2022-2023 average) 
 

 Global Big Tech Global Small 

Cap Tech 

Global Tech 

PER (x) 20 18 15 

EPS Growth (%) 21% 15% 8% 

PE/G 1.0 1.2 1.9 

Source: Corporate announcements, DBS 

To further support our investment thesis, we compare the return on equity (ROE) and 

cashflows of large and small cap technology firms. The shareholder returns among industry 

leaders will continue to sustain on higher ground on both an absolute and relative basis 

compared with their smaller and emerging peers (Figure 4). More importantly, investors will 

appreciate the former’s more stable ROE trends backed by better earnings quality.  

A similar pattern is evidenced from the cashflow point of view (Figure 5). Technology sector 

leaders possess stronger cash generating ability and this is an important factor in proving 

their more superior operating framework. 
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Disclaimers and Important Notice 

 

This information herein is published by DBS Bank Ltd. (“DBS Bank”) and is for information only.  This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively 

“DBS”) and clients to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank.   

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as 

described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be 

viewed as such. 

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to 

any actual transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors 

or employees (collectively the “DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information 

herein may be subject to further revision, verification and updating and DBS Group undertakes no responsibility thereof.  

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial 

situation or particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure 

that you understand the transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In 

particular, you should read all the relevant documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such 

independent investigations as you consider necessary or appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned 

in this publication is suitable for you.  DBS Group does not act as an adviser and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising 

from any arrangement or entrance into any transaction in reliance on the information contained herein.  In order to build your own independent analysis of any transaction and its 

consequences, you should consult your own independent financial, accounting, tax, legal or other competent professional advisors as you deem appropriate to ensure that any 

assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and objectives without relying in any way on DBS Group or any position 

which DBS Group might have expressed in this document or orally to you in the discussion.  

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be 

intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the 

Information, which may arise as a result of electronic transmission. If verification is required, please request for a hard-copy version.  

This publication is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 

jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.  

Dubai International Financial Centre  

This publication is distributed by the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the "DIFC") under the trading name "DBS Vickers Securities (DIFC 

Branch)" ("DBS DIFC"), registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 5, PO 

Box 506538, DIFC, Dubai, United Arab Emirates. DBS DIFC is regulated by the Dubai Financial Services Authority (the "DFSA") with a DFSA reference number F000164. For more 

information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page. 

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or 

contact us immediately. DBS DIFC reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational 

purposes. The security, accuracy and timeliness of electronic communications cannot be assured. While DBS DIFC implements precautions against viruses, DBS DIFC does not 

accept any liability for any virus, malware or similar in this email or any attachment. 

This publication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the "COB Module"), and should 

not be relied upon by any client which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 

Hong Kong  

This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) (“DBSHK”) which is regulated by the Hong Kong Monetary Authority (the "HKMA") and the 

Securities and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited. 

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information 

contained within is believed to be reliable, the information has not been independently verified by DBSHK.  

Singapore  

This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) ("DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated 

by the Monetary Authority of Singapore (the "MAS"). 

Thailand 

This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”).  

United Kingdom   

This publication is distributed by DBS Vickers Securities (UK) Ltd of Paternoster House, 4th Floor, 65 St Paul’s Churchyard, London EC4M 8AB. ("DBS Vickers UK") which is authorised 

and regulated by the Financial Conduct Authority (the "FCA"). 

 

 

 


