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FAANGM Monthly – May 22 
Still attractive despite economic uncertainty 
 

UNITED STATES | TECHNOLOGY | UPDATE 

 The FAANGM declined 3.1% in May, slightly worse than the Nasdaq’s drop of 1.7%. The 
S&P 500 was flat for the month. AAPL was the laggard, losing 5.6%, with NFLX the best 
performer, gaining 3.7%. 

 Slowing consumer demand, and a tighter labour market, continue to present overhangs 
for big tech, especially for AAPL and AMZN. We continue to see uncertain legislative 
headwinds for both GOOGL and META, with a new bipartisan bill introduced in the 
Senate. NFLX continues to churn out exciting content for its subscribers, while also 
managing its expenses. MSFT continues to benefit from increasing digitalisation 
tailwinds, albeit with some short-term FX headwinds. 

 We remain OVERWEIGHT on FAANGM as they remain at attractive valuations – 29x 
forward PE vs average of 31x. We believe that worries over contracting margins, slower 

consumer demand, and rising inflation, have largely been priced into the market. Long-
term secular tailwinds from digital advertising, increasing cloud adoption, and 
increasing global digitalisation remain intact. 

 
Review 
Meta Platforms Inc (META US, BUY, TP US$312) 
- Cutting spending in Reality Labs segment. In an effort to reduce expenses in line with 

its expense guidance, Meta has reportedly been cutting spending in its Reality Labs 
segment, and has also been slowing down hiring. These cost cutting measures are not 
company specific, but seem to be affecting most companies across the tech sector, with 
slowing growth outlook as the key reason for this. 

- New Senate Bill could force Meta to break up ad business. Lawmakers in the US have 
introduced a new bipartisan bill in the Senate, named The Competition and 
Transparency in Digital Advertising Act, in one of the most aggressive attempts to 
controlling big tech companies. This act aims to target conflicts of interest in ad tech, 
and would prevent companies that process more than US$20bn a year in ad revenue 
from taking part in more than one part of the digital ad ecosystem. This could spell 
trouble for digital ad dominators Alphabet and Meta, which could be forced to divest 
parts of its business if the bill is passed. 
 

Comment: Slowing down of hiring and other cost cutting measures is no surprise, as was 
reiterated in the company’s 1Q22 earnings call. A more sustainable and measured approach 
to expenses should also help the company’s margins in the future. Scrutiny from US 
lawmakers is intensifying with the latest bipartisan bill introduced in the Senate, as it 

attempts to reign in more control over big tech. 
 
 
Apple Inc (AAPL US, BUY, TP US$214) 
- Modest reacceleration in App Store spending and downloads. Halfway through 3Q22, 

Apple’s global App Store revenue has already risen 7% YoY, with total downloads on 
iPhones and iPads up 5% YoY. App Store revenue grew only 6% YoY in the previous 
quarter. 

- Flat iPhone production, increasing labour costs. Reports have come out that Apple is 
looking to keep its iPhone production relatively flat for this year – roughly 220mn units, 
indicating that there could be headwinds in the overall consumer electronics 
environment. At the same time, the company is also raising its pay for store and 
corporate employees, citing a tighter labour market as the reason for this. 
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OVERWEIGHT

PRICE PERFORMANCE (%)

31 May 2022 1MTH 3MTH YTD

META INC (3.4) (8.8) (44.0)

APPLE INC (5.6) (10.6) (17.3)

AMAZON INC (3.3) (21.7) (27.7)

NETFLIX INC 3.7 (49.9) (67.1)

ALPHABET INC (0.6) (15.9) (21.9)

MICROSOFT CORP (2.0) (9.2) (19.5)

FAANGM (3.1) (13.9) (24.2)

S&P 500 0.0 (5.5) (13.3)

NASDAQ (1.7) (11.2) (22.5)

RETURNS VS. S&P 500

Source: Bloomberg, PSR
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Comment: Some good news for Apple as it starts seeing a reacceleration in higher margin 
App Store revenues. Waning consumer demand for products and a tighter labour market 
continue to exert downward pressure on Apple’s margins. 
 
 

Amazon Inc (AMZN US, BUY, TP US$3,130) 
Comment: Rising inflation, tougher comps vs a pandemic-inflated 2021, and weak earnings 
across other online retailers sent Amazon’s stock down to its 52-week lows in May, as 

investor sentiment turned even more negative over worries of slowing consumer demand. 
 
 
Netflix Inc (NFLX US, BUY, TP US$427) 

- Laying off 150 employees due to cost cutting. Netflix laid off about 150 employees 
(~1.5% of total workforce) as it begins its cost cutting measure mentioned during its 
1Q22 earnings call. Slowing revenue growth and plans to maintain steady margins were 

cited as reasons for the pull back in spending. 
- “Stranger Things” smashes records. The heavily anticipated new season of “Stranger 

Things” smashed viewership records over the long Memorial Day weekend in the US, 
topping the charts with 287mn hours viewed in just 3 days – the previous record for an 
English-language series was set Season 2 of “Bridgerton” which streamed 193mn hours 
in its first weekend. 

 

Comment: Netflix’s plans to pull back spending by laying off employees was expected, as 
mentioned in their 1Q22 earnings call, as the company tries to maintain its profitability 
moving forward. The continued success of Netflix Original productions reiterates the 
company’s ability to generate quality content for its subscribers. 
 
 
Alphabet Inc (GOOGL US, BUY, TP US$3,493) 

- Google Cloud partnering with AMD to aid workloads. Alphabet announced that it was 
partnering with Advanced Micro Devices (AMD) to aid in supporting AMD’s chip-design 
workload, as well as enhancing AMD’s data centers. As part of the deal, AMD will 

leverage on Google Cloud’s storage, networking, and machine learning capabilities to 
improve its own hybrid and multi-cloud strategies for its chip design requirements. 

 
Comment: The partnership with AMD continues to enhance Google Cloud’s credibility and 

effectiveness in providing quality cloud solutions for enterprises, and is one of the main 
reasons why we expect its Cloud segment to continue its high growth moving forward.  
 

 
Microsoft Corp (MSFT US, BUY, TP US$410) 
- FX headwinds weighing on 4Q22 outlook. Microsoft marginally reduced its 4Q22 

outlook to account for unfavorable foreign currency movements observed through 
May. Management now anticipates total revenue to be in the range of US$51.9bn to 
US$52.7bn (prev. US$52.4bn to US$53.2bn). Additionally, Microsoft now expects 
diluted EPS to be in the range of US$2.24 to US$2.32 in 4Q22 (prev. US$2.28 to 

US$2.35). Microsoft generates more than 50% of its revenues from international 
markets. 

 

Comment: Our investment thesis remains unchanged since these dynamics are beyond 
Microsoft's control. We believe that strong corporate demand for Microsoft’s higher-end 

licenses will continue to grow amid rising cybersecurity concerns. Azure will continue to 
benefit from digital transformation and cloud migration trends, while reopening of offices is 

driving the Office Commercial user growth from small and medium sized businesses. 
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Recommendation 
We remain OVERWEIGHT on the FAANGM. Our preferred picks are still GOOGL and MSFT. 
Increasing corporate demand for GOOGL’s high-margin Cloud services should continue to 
push revenue growth for the segment. For MSFT, revenue growth is still expected to be very 
strong, even as it reduces guidance marginally due to FX headwinds. 

 
 

 
  

Company 1 Mth 3 Mth YTD Share Px Mkt. Cap. PSR PSR Target PE P/BV Dividend ROE EV/ EBITDA

Perf. Perf. Perf. (US$) (US$ mn) Rating Px (US$) Yr 0 Yr + 1 Yr + 2 Yr 0 Yield Yr 0 EBITDA Margin

FAANGM

Meta Platforms -8% -6% -48% 175.57 475,149 BUY 312.00 12.1 14.1 12.2 3.9 0.0% 29.1% 7.6 47.7%

Apple Inc -4% -11% -23% 137.13 2,219,474 BUY 214.00 23.4 22.1 21.4 33.0 0.6% 149.3% 16.3 33.3%

Amazon.com Inc 3% -25% -34% 109.65 1,115,624 BUY 3,130.00 33.4 48.3 26.5 8.3 0.0% 18.0% 15.8 14.1%

Netflix Inc 5% -46% -70% 182.94 81,275 BUY 427.00 15.9 15.8 14.8 4.6 0.0% 32.9% 12.7 22.9%

Alphabet Inc -1% -14% -23% 2,223.23 1,463,997 BUY 3,493.00 19.3 17.6 15.0 5.8 0.0% 30.8% 11.1 36.4%

Microsoft Corp -1% -10% -25% 252.99 1,892,121 BUY 410.00 30.9 26.4 23.6 11.6 0.9% 48.7% 18.7 49.8%

-2% -14% -27% 7,247,640 25.2 25.8 20.8 15.9 0.4% 69.7% 15.2 36.1%

Source: Bloomberg, 10 Jun 2022, PSR
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a  holder of a financial adviser’s licence under the 

Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitati ons may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, 

for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.   

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public 
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any rep resentation or warranty, express or implied 
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is 

subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any 
corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time without 
prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fa ct that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this repo rt is suitable or appropriate for 

the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks  are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 

considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons  
involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not limited 

to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokera ge or securities trading activities. Phillip 
Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its  officers, directors, employees or persons  
involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and may have 
performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associa ted with or connected to Phillip Securities  

Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report,  may have provided advice or investment services 
to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons  
involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase 
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. Investments  
will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or 
foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, 
directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise hold an 
interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, information may 
be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, 
employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities R esearch, or persons associated with or connected 
to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may, to the extent permitted 
by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Researc h, or persons associated with or connected to 
Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance  of this report, may have issued other material 
that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any registration 
or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving  or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion.  
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house ) in Singapore at 250 North Bridge 
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the 
analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert 
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or rep orts. 

 
 

 


