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FAANGM Monthly – July 22 
Strongest month this year 
 

UNITED STATES | TECHNOLOGY | UPDATE 

• The FAANGM gained 13.4% in July, modestly better than the Nasdaq’s gain of 12.6%. 
The S&P 500 also gained 9.1% for the month. July saw its largest monthly gains for the 
year. FAANGM and Nasdaq remain down 20.7% YTD, while the S&P 500 is down 13.3%. 

• META and GOOGL were the laggards – down 2.0% and up 5.7% respectively, hurt by the 
pullback in economic sensitive advertising spend. AMZN and NFLX were the best 
performers, jumping 27.2% and 28.7% respectively, largely due to better-than-expected 
revenue/subscription numbers. 

• We remain OVERWEIGHT on FAANGM as we continue to believe that they will be long-
term winners. Secular tailwinds remain intact for streaming, cloud, and digital 
advertising. 

 
Review 
Meta Platforms Inc (META US, BUY, TP US$221) 
- Increasing prices of VR headsets. Quest 2, the company’s VR headset product, is set for 

a US$100 increase from US$399 to US$499 for its 256GB model starting on 1 August. 
Meta said that these price increases were a result of increasing production and shipping 
costs. 

- FTC files suit to block the acquisition of Within. The Federal Trade Commission has filed 
a suit to prevent Meta from acquiring Within – creators of VR fitness app Supernatural, 
in a US$400mn deal. The FTC is claiming that the deal significantly lessens competition 
and accuses Meta of buying its way into the market – Meta already has its own VR 
fitness app, Oculus Move. 
 

Comment: 2Q22 results were a mixed bag, with revenue in line with expectations, while 
earnings missed slightly. The increasing popularity of Reels continues to drive positive user 
growth for Meta, with ad impressions also increasing by 15% YoY. Guidance for 3Q22 was 
soft, citing continued weakness in advertising, and FX headwinds as the main reasons. 
 
 
Apple Inc (AAPL US, BUY, TP US$194) 
- Apple Pay antitrust lawsuit. Apple faced another class-action complaint proposed by 

Affinity Credit Union that targeted Apple Pay, after European regulators found on a 
preliminary basis that Apple abused its dominant position with Apple Pay in the mobile 
wallets market. The complaint mainly circled around the fees Apple charges to credit 
and debit card issuers, which are absent in Google Pay and Samsung Pay. The union 
claimed those fees would not have been sustainable if Apple faced competition.  

- Scaling back hiring and spending. Apple is giving selected teams a lower-than-expected 
budget. The company will also not be increasing headcount in some groups in FY23. 
Despite the more cautious stance, Apple is still planning an aggressive product launch 
schedule in FY23 and a boost to the companywide compensation budget to cope with 
a tighter labor market  

 
Comment: Apple announced a revenue beat during its 3Q22 earnings call, with iPhone and 
Services achieving record sales for the quarter, although Mac and iPad saw negative revenue 
growth. The iPhone active installed base reached a new all-time high, driven by strong 
growth in the number of switchers attracted during 3Q22 and sustained customer loyalty, 
with Services also benefiting from the growing installed base of the hardware segment. The 
decline in Mac and iPad was attributed to supply constraints as well as unfavorable FX. Apple 
expects revenue growth to accelerate in 4Q22, even with continued FX headwind and 
reduced supply chain constraints. 
Amazon Inc (AMZN US, BUY, TP US$133) 
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- Prime Day 2022 was the biggest Prime Day event in Amazon’s history. More than 300 
million items were sold during the two-day event, up from approximately 250 million 
in FY21. This performance came as a pleasant surprise given the current high 
inflationary environment where consumers were expected to cut back on their 
spending.  

- Deploying Rivian electric delivery vans. Amazon began rolling out the electric delivery 
vans that it developed in collaboration with Rivian Automotive. The company said it will 
use the electric vehicles to make deliveries in a handful of cities, including Chicago, 
Dallas, Phoenix, San Diego, Seattle and St. Louis. The move marks a significant step in 
Amazon’s push to achieve net-zero carbon emissions across its operation by 2040. 

- Acquisition of 1Life Healthcare. Amazon acquired 1Life Healthcare, One Medical’s 
parent company, in an all-cash deal of roughly US$3.9 billion. The acquisition, which 
followed the purchase of the online pharmacy company Pillpack in 2018, is part of the 
company’s effort to deepen its presence in the healthcare sector.  

 
Comment: Amazon announced mixed performance in its 2Q22 results call. Revenue beat top-
end guidance and analyst consensus, resulting in positive operating income that was solely 
attributed to AWS. However, the company recorded a net loss for the quarter, mainly due to 
the writeoff on equity investment in Rivian Automotive. The success of the One Meddical 
acquisition is yet to be seen as it will require beating experienced entrenched rivals and 
competing for physicians for Amazon to disrupt the healthcare sector. Amazon also provided 
positive revenue guidance mainly as Prime Day happened in 3Q22, despite the expected 
persisting FX headwind. 
 
 
Netflix Inc (NFLX US, BUY, TP US$399) 
- Picked Microsoft as its global advertising sales and tech partner. Netflix announced 

that it had picked Microsoft as its ad sales and tech partner, working together to build 
a new ad-supported subscription tier for Netflix users. Netflix cited Microsoft’s 
aggressive go-to-market capabilities, and strong privacy protocols as the main reasons 
for picking Microsoft. 

- Streaming continues gaining in US TV usage. According to a June 2022 report by 
Nielsen, streaming platforms as a share of total TV usage in the US increased about 1.8% 
MoM to 33.7%, taking share from all other traditional segments like cable (35.1%) and 
broadcast TV (22.4%). Of the 33.7% streaming share, Netflix leads all platforms at 7.7%, 
a MoM increase of about 0.9%. 

 
Comment: 2Q22 earnings were in line with our expectations, with 1H22 earnings at 55% of 
our FY22e forecasts, mainly due to unrealized gain from their Euro Debt remeasurement. 
Netflix also had lower than expected subscriber loss (-0.97mn actual vs -2.0mn expected), 
and guided to a turnaround in subscriber losses for 3Q22 – 1.0mn subscriber additions. The 
company also guided to ~US$1bn in Free Cash Flow for FY22e, mentioning increasing 
profitability and a stabilisation in content spending as the main reasons for the FCF guidance. 
Tailwinds from consumer preference for streaming is expected to continue benefitting Netflix 
as it strengthens its position as the leader in the industry. 
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Alphabet Inc (GOOGL US, BUY, TP US$139) 
- Settles Play Store antitrust case with US$90m fund. Alphabet has agreed to set up a 

US$90mn fund to support American developers who earned US$2mn or less in annual 
revenue from the Play Store (2016-2021). Along with this fund, Alphabet also launched 
a new program for developers, allowing them to pay a reduced service of 15% (down 
from 30%) on their first US$1mn in annual revenue earned through the Play Store. 

- Expanding app billing options in Eurozone. Alphabet will now allow non-gaming apps 
in the EU to offer alternative billing solutions outside the Play Store, as it continues to 
relax some of its billing policies in the face of scrutiny from regulators.   

 
Comment: It seems that Alphabet is starting to cave into pressure from regulators regarding 
its Play Store monopoly, adjusting its business model by allowing alternative payment 
methods, and reducing its commissions. 2Q22 revenue was in line with expectations, while 
earnings missed quite significantly, mainly due to a one-off unrealized loss in equity/debt 
investments. A pullback in ad spending across all verticals and industries continues to reflect 
a weaker macroeconomic outlook, which we expect to continue moving into 3Q22. 
 
 
Microsoft Corp. (MSFT US, BUY, TP US$338) 
- Activision Blizzard merger deal under scrutiny. On Jul. 6, the U.K. regulatory body has 

opened an investigation into Microsoft's acquisition of gaming giant Activision Blizzard. 
The Competition and Markets Authority will scrutinize the pending merger deal to see 
if it will harm rivals. The regulatory agency will decide whether to conduct an in-depth 
inquiry of the deal by the start of September. Microsoft said that it is optimistic that the 
US$69bn transaction will be completed in 2023 as initially planned. 

 
Comment: 4Q22 results slightly missed expectations, but the demand for Azure cloud 
remained strong. For 1Q23, Microsoft guided Azure to grow 43% on a constant currency 
basis, while a strong US dollar poses headwinds. We remain positive on continued strong 
demand for Office 365 offerings as offices reopen and migration to the cloud will contribute 
to revenue growth going forward. 
 
 
Recommendation 
We remain OVERWEIGHT on the FAANGM. Revenues beat for most companies in the June 
quarter, suggesting demand was slightly better than expectations. Earnings missed across 
the board mainly due to FX headwinds, losses in equity investments, and contracting 
margins. Our preferred picks remain GOOGL and MSFT due to high levels of corporate 
demand for their Cloud and productivity solutions. Long-term secular tailwinds for FAANGM 
industries remain intact, particularly for Cloud and Streaming services. 
 
 
 

 
  

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 9% -6% -47% 178.34 479,297 BUY 221.00 12.2 15.8 14.1 3.8 0.0% 25.5% 8.5 47.7%

Apple Inc 17% 16% -5% 169.24 2,719,814 BUY 198.00 28.7 27.2 26.5 46.9 0.5% 162.8% 20.4 33.3%

Amazon.com Inc 28% 35% -14% 142.69 1,453,662 NEUTRAL 133.00 43.6 80.9 37.4 11.1 0.0% 9.4% 21.1 14.1%

Netflix Inc 38% 47% -59% 244.11 108,557 BUY 399.00 21.2 22.3 19.1 5.7 0.0% 30.9% 18.2 22.9%

Alphabet Inc 3% 5% -17% 119.70 1,561,367 BUY 139.00 20.5 20.9 18.3 6.1 0.0% 29.2% 12.8 36.4%

Microsoft Corp 9% 11% -14% 289.16 2,156,524 BUY 332.00 29.6 28.0 24.1 13.0 0.9% 47.2% 19.5 50.6%

14% 15% -14% 8,479,221 29.0 34.8 25.5 21.6 0.4% 73.0% 18.2 35.7%

Source: Bloomberg, 11 Aug 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 limitations 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 representation 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 fact 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 report 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), brokerage 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 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 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 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, to the extent permitted 
by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, 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 reports. 

 
 
 


