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US EQUITY MARKET 
Taking on the market narratives



• Current market narratives
– Market at all-time highs = Bubble

– GDP = Equity returns

• Technology creating shifts in multiple profit pools
– e-commerce

– Advertising

– Over-the-top

• Conclusions
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AGENDA



Sources : 1 Kindleberger-Minsky model stems from writing by Hyman Minsky (1975-1982) and Kindleberger in Manias, Panics, and Crashes: A History of Financial Crises (1996). 2 Dr. Jean-Paul 

Rodrigue, Dept. of Economics & Geography, Hofstra University.  February 2008. 

CURRENT MARKET NARRATIVES
Market at all-time highs = Bubble

Historical view of a 
bubble1

Displacement

Boom

EuphoriaCrisis

Revulsion

Today's view of a 
bubble2
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CURRENT MARKET NARRATIVES
GDP = Equity returns…GDP ≠ Equity returns

Source: Compustat earnings per share (EPS) data, as of 9/30/15. Each portfolio of positive and negative earnings companies is rebalanced monthly and market cap weighted. 
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Profits drive stocks prices



PROFIT POOLS
Internet usage

>80% of Americans use the internet today
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PROFIT POOLS
Smartphone usage

>60% of Americans use a smartphone
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PROFIT POOLS
E-commerce

Online shopping disrupting brick n' mortar retail
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PROFIT POOLS
Advertising

Sources: CLSA and ZenithOptimeida, 6/30/15.

Time spent by consumers online increasing

Global average 

media consumption 

in mins per day

2012 2013 2014 2015

Internet 80.5 87.8 109.5 122.4

Newspapers 17.8 16.9 16.3 15.2

Magazines 9.5 8.9 8.3 7.9

TV 190.7 186.5 183.9 179.5

Radio 62.2 59.2 58.4 56.8

Cinema 1.8 2.0 1.7 1.7
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PROFIT POOLS
Over-the-top

Content getting unbundled
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• Where is the investor euphoria?

• Investors anchor to the wrong things

– It's profits, not economic growth, that drives stock prices

• Technology, directly and indirectly, creating huge share shifts in major profit 
pools

– Following market cycle of triple digit returns, selectivity will matter

– Share shift in markets between winners and losers

CONCLUSIONS
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THANK YOU
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