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• Macro Strategy – Thomas Lee

• Policy Strategy – L. Thomas Block

• Tax Strategy  – David Zion, Zion Research Group

• Global Portfolio Strategy – Brian Rauscher

• Technical Strategy – Robert Sluymer

• Digital Asset Strategy – David Grider
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COVID: Biggest macro factor, even more powerful than gov’ts and Fed…
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Source: Fundstrat, Bloomberg, Updata
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2020: Events this year will not happen again for 5 lifetimes…

• Worse than a science fiction movie

• Global pandemic, so far 1 million deaths

• First ever global and coordinated economic shutdown

• US economic contraction exceeding Great Depression

• US Federal Reserve writes a new playbook within days

• US Government spends $5T in stimulus, 25% of GDP

• Investors panic and sell whatever they can

For Exclusive Use of FSInsight Clients Only
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COVID: Silver lining?  Rate of increase is slowing
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1. COVID-19 vaccine and therapeutics take “worst case” off table

2. Policymakers are pursuing soft-lockdowns, not killing recovery

3. Pent-up demand in US, look at output gap

4. China seeing massive explosive economic recovery

5. Fiscal stimulus coming

6. Investors are cautiously positioned, with little conviction

7. $4.5T cash on sidelines

8. If VIX breaks below 20, double-risk on signal

9. Santa Claus rally

10. Fed dovish

For Exclusive Use of FSInsight Clients Only

10 reasons for a BIG Year-end Rally
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YE 2020: Raising S&P 500 YE 2020 Target to 3,800, from 3,525

2021 EPS P/E YE 2020

Prior

(Aug 13)

$193 18.3X 3,525

Revised

(Nov 19)

$193 19.7X 3,800
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TINA: Bonds have >50 to 100+ P/E multiples

Source: Fundstrat and BofA

Figure: PE of Bonds (inverse of YTW) and PE of equities
Current

113.4x

51.8x

20.6x

33.7x

21.3x

24.8x

18.4x

17.1x

16.0x

22.0x

14.2x

UST 10-yr

US Investment grade bonds

US High yield

FANG

S&P 500

US Technology (Large-cap)

Utilities

Eurostoxx 600

US Healthcare (Large-cap)

Epicenter (Large-cap)

MSCI EM

P/E (or implied P/E)

Epicenter only 1.4x 

higher than HY??!!

Isn't

FANG > IG??!!
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YE 2020:  FSInsight Consensus

Global Portfolio Strategy

B. Rauscher

3,820

Technicals

R. Sluymer

3,775

Macro Strategy

T. Lee

3,800
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VIX:  <25 = Risk-on… <20 = BOOM



Nov 19, 2020

$2,786

$1,541

$1,520

$1,525

$1,530

$1,535

$1,540

$1,545

$2,750

$2,800

$2,850

$2,900

$2,950

$3,000

$3,050

8/
5

8/
19 9/

2

9/
16

9/
30

10
/1

4

10
/2

8

11
/1

1

Institutional money market fund assets ($B)

Retail money market fund assets ($B)

Retail

Institutional

Slide  12

DRY POWDER: Money on sidelines has “barely” budged… and now 
down to “only” $4.3 trillion, from the peak of $4.8 trillion

Figure: Institutional and retail money market fund assets
Since 2007
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Previous ATH:

1/14/09 $1.4 Trillion
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1/28/09 $2.5 Trillion

-$434

-$37

Source: Fundstrat, Bloomberg, ICI
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Epicenter:  We warned it would be violent…

For Exclusive Use of FSInsight Clients Only Slide  13
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Dec 

2021 Dec 2022Today

Santa Claus rally

Fiscal stimulus

Europe COVID-19 rollover

US COVID-19 Wave 3

US “soft lockdowns”

COVID-19 wave 3 ending

Vaccine/ therapeutics

Global economic stimulus

Global demand recovery

China still strong

Favors 

“epicenter”

Favors 

“epicenter”

Epicenter: 

For Exclusive Use of FSInsight Clients Only Slide  14
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2021

+7,000bp

+0bp

NYFANG+ 
(vs S&P 500)

Epicenter
(vs S&P 500)

Epicenter: 

For Exclusive Use of FSInsight Clients Only Slide  15
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INDEX vs STOCKS: Some validity to why institutions “write-off” 90% 
down…

# stocks listed 

on NYSE, 

NASDAQ, AMEX

41,592

Down 90% from 

ATH

18,676
(45%)

Average stock goes to zero

Since 1975…
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NEW NORMAL: Aftermath, who are winners?
We think there are some structural changes in the aftermath of COVID-19.

• Take a look below → this is our best guess and not a prediction.

Figure: Way forward → What changes after COVID-19
Per Fundstrat best guess

Source: Fundstrat, Bloomberg, Factset 

Structural Change Rationale Stranded Capital New Capital

1. Supply chain moves 

back to USA

From China → USA Foreign factories

Foreign supply chains

Domestic factories

Domestic supply chains

2. De-urbanization Cities → suburbs Urban restaurants

Urban shopping

City-centric services

Housing + furnishing

Infrastructure

Home entertainment

Home delivery

Suburban entertainment

Suburban amenities

3. Work from home Office → home Office space

midtown/ urban office services

Home technology

Home furnishings

4. Buy USA Global →USA Foreign-based asset US based assets

For Exclusive Use of FSInsight Clients Only
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Industry COVID-19 Impact Vaccine/ Cure Impact Long-term issues

Airlines Vaccine/ Cure = Full recovery 

Cruises Vaccine/ Cure = Full recovery 

Casinos Vaccine/ Cure = Full recovery 

Hotels Vaccine/ Cure = Full recovery 

Theme Parks Vaccine/ Cure = Full recovery 

Sports Vaccine/ Cure = Full recovery 

Concerts Vaccine/ Cure = Full recovery 

Bars Vaccine/ Cure = Recovery 

Restaurants Failure rate high => less new capital

Retail Already challenged

Fitness / Gyms Surveys show cancellation risk

Urban office space De-urbanization

Urban entertainment Vaccine/ Cure = Full recovery 

NEW NORMAL: Binary effects from a Vaccine/Cure
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Figure: Wealth share by generations

Since 1989

WEALTH TRANSFER: Millennials set to inherit $68 trillion in next 20 years
A study by Coldwell Banker (Coldwell Banker report here) shows Millennials are expected to inherit $68T over the next 20 years.

• The latest Federal Reserve Survey of Consumer Finances shows that Boomers and Silent Generation control 

about 77% of the wealth.  The Silent Generation controls $22 trillion today and is an average age of 78.5 (oldest 

is 88.5)

Source: Fundstrat, Federal Reserve DFA

For Exclusive Use of FSInsight Clients Only

22%

54%

19%

5%

Avg age

78.5

61.3

44.5

28.5

http://blog.coldwellbankerluxury.com/a-look-at-wealth-millennial-millionaires/
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DEMOGRAPHICS: Explains business cycles better than people realize…
Millennials are significant for two reasons: sheer size, both in the US and the rest of the world, and relatively young age.

• First, they are the largest single generation ever (larger than Boomers) at a population of 2.5 billion globally.  

• Second, at an average age of 26.5, they are just entering their prime income years.

Generation…

Years of 

birth

Average

age

Greatest Generation 1910 1927 92.9

Silent Generation 1928 1945 78.5

Baby Boomers 1946 1964 61.3

GenX 1965 1980 44.5

Millennials 1981 2000 26.5

Generation Z 2001 2018 8.3

43.2

44.1

79.5

65.8

95.8

96.2

Source: Fundstrat.  Peak population figures above include immigration.  **Reduced immigration will lead to a smaller overall size of GenZ.

At peak (year)

1930

1974

1999

2018

2038

2060

Figure: Total US Population divided by age groups
2017. Data provided by the DESA UN Data sets.

For Exclusive Use of FSInsight Clients Only
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Figure: Prime Leverage years:  # adults age 30-48
Since 1935 per the US Census Bureau

LABOR SUPPLY: Prime skilled US adults age 30-48 inflecting up and 
surging
The number of adults in “prime leverage age” (age 30-48) is below, based on data from the US Census Bureau. 

• This figure fell from 2001-2008 (is GFC not a surprise?) and as shown below, set to accelerate 2018 to 2026.

5-yr % change adults 

age 30-48

Generation… Birth years

Greatest Generation 1910 1927

Silent Generation 1928 1945

Baby Boomers 1946 1964

GenX 1965 1980

Millennials 1981 2000

Generation Z 2001 2018

Source: Fundstrat, Bloomberg, BEA, National Association of Realtors, US Census Bureau
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Source: Fundstrat, Bloomberg

Disclaimer: Past performance does not guarantee future results

DEMOGRAPHICS: Major market turning points with each generation’s peak

Figure: Dow Jones Industrials Average
Since 1900

Notably, equity markets tend to peak with each generation’s peak. Notice this below.

• GenX is reaching the peak size of the cohort in 2018.

Greatest Generation 

Peak 1930

Silent Generation 

Peak 1974

Boomer

Peak 1999

GenX

Peak 2018

Millennial

Peak 2038

89%

decline

35% 

decline

>30% 

decline

>20% 

decline?

For Exclusive Use of FSInsight Clients Only
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Figure: Prime Leverage years:  # adults age 30-48
Since 1935 per the US Census Bureau

Source: Fundstrat, Bloomberg, BEA, National Association of Realtors, US Census Bureau

Disclaimer: Past performance does not guarantee future results
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5-yr % change adults 

age 30-48

GenZ: age 28-48

Stagflation

Pre-conditions
Financial 

crisis

Millennials: age 28-48Greatest generation: age 28-48 Silent generation: age 28-48 Boomers: age 28-48

Bubble

Generational 

Buy

CAGR 15%

Implied 

S&P 500 

YE 2029

CAGR 20%

19,349

12,642

CAGR 8%

Today

6,747

STOCK: Like housing, equity markets also follow moves in adults age 28-48
We overlay the # of adults in “prime leverage age” (age 30-48) against the 10-year rolling total return of S&P 500 below.

For Exclusive Use of FSInsight Clients Only
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Figure: What did each generation look like in their 20s
Fundstrat and public information

DEMOGRAPHICS: Looking at the world through the eyes of a millennial…

Source: Fundstrat, Bloomberg 

Baby Boomers

Generation X

Millennials

1980 1990 2000 2010 2020

Tom Hanks: age 26.5

Boomer avg: 26.5

L. Decaprio: age 26.5

GenX avg: 26.5

J. Bieber: age 26.5

Millennial avg: 26.5

For Exclusive Use of FSInsight Clients Only
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BOOMER SPEND VS PARENTS:

Consumer Stocks was right vector

Source: Fundstrat, Bloomberg 

80.0
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81,920.0

163,840.0
Top 7 Consumer ’80-‘00

117,159% or

1,171X

S&P 500 ’80-‘00

1,615% or

16.2X

Basket 100 consumer stocks: 

93% could go to ZERO, 

still at 12X return

Top 7 consumer 

stocks were:

Walmart, Circuit City, 

Hasbro, Home Depot, 

Gap, Limited Brands 

and Dillards.

Figure: Comparative performance of Top 7 Consumer stocks
1980 to 2000
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Figure: Comparative performance of FANG
1997 to now

FANG ’97-now

156,706% or

1,567X

S&P 500 ’97-now

3,605% or

3.6X

70 4,157

# internet users

(millions)
# internet users

(millions)
60X

Basket 100 internet stocks: 

96% could go to ZERO, 

still at 16X return

GenX FANG: 

Internet

“Generational” Bets paid off for Boomers          and for GenX

For Exclusive Use of FSInsight Clients Only
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STRATEGY: Increase “win-rate” of stock picks…

Shaquille:
(career success)

52%

Rick Barry:
(career success)

90%

For Exclusive Use of FSInsight Clients Only
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Figure: Granny Shots are the “best of the best”
Stocks which appear in multiple themes.

STRATEGY: Granny Shots represents the “best of the best” from Thematics
The granny shots represent the best of the best from the thematic portfolios.

• This is derived from looking at stocks which appear in multiple themes.  As listed on the following pages, no 

stock appears in 6 of 6 thematics, but AAPL, CSCO, GOOG and XLNX appear in 4 out of 6.

# stocks

Style tilt 28

Seasonality 22

PMI Recovery 20

# stocks

Millennials 28

Automation/ AI 49

Asset intensity 26

Tactical (6M-12M)

Thematic (3Y-5Y)

# overlaps

“layups” Tickers

4 GOOG, AAPL, CSCO

XLNX

3 GRMN, MSFT, MXIM

2 LEN, KLAC, MNST

OMC, GWW, INTC

LOW, AMZN, EBAY

TSLA, PYPL, AXP

BF/B, PM, NVDA

QCOMRick Barry career free throw percentage 

was eye-popping 90%, incredible 

considering Shaquille O’Neal’s only 

52%.

His secret? The unorthodox style of 

underhanded throws, which is 

considered “not macho” enough for 

most players.

Granny 

Shots

For Exclusive Use of FSInsight Clients Only
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GRANNY SHOTS: Beat S&P 500 17 out of the 23 months since inception…
The relative performance of Granny Shots is below and as highlighted, has beaten the S&P 500 by 4,330bp since inception.

• Granny Shots, which are the “best of the best” for our thematic portfolios (and rebalanced every quarter) has 

consistently outperformed on a monthly basis. It has beaten the S&P 500 by 4,330bp since inception and 2,520bp 

YTD.

Source: Fundstrat, Bloomberg, Factset 

Figure: Granny Shots Portfolio Performance
Monthly; As of 11/17/20

For Exclusive Use of FSInsight Clients Only
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4,330bps since inception…
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+4,330 bps +2,520 bps
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GRANNY SHOTS: Best bets in 2020 

Source: Fundstrat, Bloomberg, Factset

We recommend investors our granny shots, comprised of 23 stocks.

• These stocks are recommended across at least two of our investment strategies for 2020, which makes them 

likely to benefit from multiple themes and secular tailwinds.

Figure: Granny shots – recommended across at least two investment strategies for 2020
Per Fundstrat

Rick Barry career free throw percentage was eye-popping 90%, 

incredible considering Shaquille O’Neal’s only 52%.

His secret? The unorthodox style of underhanded throws, which is 

considered “not cool” enough for most players.

Company information Fundamentals & Valuation Theme Membership

Analyst Ratings

Ticker Company name

Current 

Price

Mkt cap 

($ mm)

3m avg 

daily liquidity 

($ mm)

YTD perf 

(relative to S&P 

500)

FC Mean 

(5=Buy

1=Sell) (1)

Mean 

implied 

upside (2)

Dividend 

Yield

Issuer 

Rating

Short 

interest % 

of float

2021E 

sales 

growth (3)

2021E EPS 

growth (3)

P/E 

('21E) ROE

1 GOOG Alphabet Inc-Cl C $1,752.70 $1,183,655 $2,964.0 19.6% 5.00 8% 0.0% AA+ 0.9% 21% 19% 28.5x 18% • • • • 4

2 AAPL Apple Inc $119.22 $2,026,955 $18,281.0 50.9% 4.16 6% 0.7% AA+ 0.5% 15% 21% 30.0x 74% • • • • 4

3 CSCO Cisco Systems Inc $41.95 $177,260 $987.2 -24.0% 3.83 16% 3.5% AA- 1.1% -1% -2% 13.3x 29% • • • • 4

4 XLNX Xilinx Inc $130.08 $31,885 $413.9 21.6% 3.09 -4% 1.2% NR 1.5% 12% 32% 38.5x 24% • • • • 4

5 GRMN Garmin Ltd $114.85 $21,964 $82.1 6.2% 3.67 -5% 2.3% — 1.2% 7% 5% 22.6x 22% • • • 3

6 MSFT Microsoft Corp $212.22 $1,604,488 $6,775.0 23.1% 4.79 14% 1.0% AAA 0.5% 11% 17% 31.4x 41% • • • 3

7 MXIM Maxim Integrated Products $80.06 $21,400 $214.3 18.7% 3.22 -6% 2.5% BBB+ *+ 3.3% 13% 22% 29.2x 39% • • • 3

8 LEN Lennar Corp-A $76.68 $23,417 $217.1 25.9% 4.14 15% 0.6% BB+ 3.3% 9% 12% 9.4x 14% • • 2

9 KLAC Kla Corp $241.76 $37,343 $234.3 24.2% 3.90 -6% 1.6% BBB+ 1.9% 8% 18% 19.8x 48% • • 2

10 MNST Monster Beverage Corp $84.89 $44,815 $179.4 22.1% 4.11 7% -- — 2.0% 12% 14% 32.5x 27% • • 2

11 OMC Omnicom Group $60.57 $13,020 $120.1 -36.7% 3.29 -1% 4.4% BBB+ 4.9% 5% 10% 11.0x 38% • • 2

12 GWW Ww Grainger Inc $419.51 $22,514 $108.1 12.4% 3.48 -8% 1.5% A+ 2.1% 4% 13% 22.8x 31% • • 2

13 INTC Intel Corp $45.38 $185,980 $1,648.5 -35.7% 3.09 15% 3.0% A+ 2.1% -6% -7% 10.0x 29% • • 2

14 LOW Lowe'S Cos Inc $149.38 $112,888 $681.9 13.2% 4.39 23% 1.6% BBB+ 0.7% -3% -1% 17.4x 164% • • 2

15 AMZN Amazon.Com Inc $3,117.75 $1,564,332 $16,555.9 57.2% 4.89 22% -- AA- 0.7% 18% 30% 68.8x 25% • • 2

16 EBAY Ebay Inc $49.27 $33,964 $467.8 25.0% 3.78 26% 1.3% BBB+ 3.1% 7% 9% 13.4x 174% • • 2

17 TSLA Tesla Inc $483.41 $458,226 $24,921.9 466.3% 2.86 -26% -- BB- 6.3% 47% - nm 5% • • 2

18 PYPL Paypal Holdings Inc $191.23 $224,062 $1,725.8 65.3% 4.62 16% 0.0% BBB+ 1.2% 19% 20% 42.2x 18% • • 2

19 AXP American Express Co $117.23 $94,394 $455.1 -17.3% 3.67 -4% 1.5% BBB+ 1.3% 11% 101% 17.5x 15% • • 2

20 BF/B Brown-Forman Corp-Class B $80.23 $37,135 $58.8 7.2% 2.33 -10% 0.9% A- 1.6% 6% 8% 42.2x 51% • • 2

21 PM Philip Morris International $78.22 $121,814 $342.3 -19.6% 4.56 17% 6.2% A 0.5% 8% 11% 13.7x — • • 2

22 NVDA Nvidia Corp $538.26 $332,105 $6,858.6 117.3% 4.44 5% 0.1% A- 1.0% 19% 21% 48.6x 28% • • 2

23 QCOM Qualcomm Inc $150.17 $169,842 $1,010.2 58.7% 4.30 4% 1.8% A- 1.4% 37% 68% 21.4x 95% • • 2

Average $371,455 $3,708.8 39.2% 3.90 5% 1.8% 1.9% 12% 20% 26.5x 46%

Median $112,888 $467.8 21.6% 3.90 6% 1.5% 1.4% 11% 16% 22.7x 29%

% of stocks positive 78% 61% 87% 83% 100%
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This research is for the clients of FS Insight only. For important disclosures and rating histories regarding sectors or companies that are the subject of this report, please contact your sales representative or 
FS Insight at 150 East 52nd Street, New York, NY, 10022 USA.

Analyst Certification (Reg AC)

Thomas J. Lee, the research analyst denoted by an “AC” on the cover of this report, hereby certifies that all of the views expressed in this report accurately reflect his personal views, which have not been 
influenced by considerations of the firm’s business or client relationships.  

Neither I, nor a member of my household is an officer, director, or advisory board member of the issuer(s) or has another significant affiliation with the issuer(s) that is/are the subject of this research 
report. There is a possibility that we will from time to time have long or short positions in, and buy or sell, the securities or derivatives, if any, referred to in this research

Conflicts of Interest

This research contains the views, opinions and recommendations of FS Insight . As of the time of writing and publication of this presentation, FS Insight  does not know of, or have reason to know of any 
material conflicts of interest at the time of the publication of this presentation. The Company has no contractual relationship, nor have we received any compensation from any of the companies listed in 
this research report.

Analyst Industry/Sector Views

Positive (+): The analyst expects the performance of his industry/sector coverage universe over the next 6-18 months to be attractive vs. the relevant broad market benchmark, being the S&P 500 for 
North America.

Neutral (N): The analyst expects the performance of his or her industry/sector coverage universe over the next 6-18 months to be in line with the relevant broad market benchmark, being the S&P 500 for 
North America.

Negative (-): The analyst expects his or her industry coverage universe over the next 6-18 months to underperform vs. the relevant broad market benchmark, being the S&P 500 for North America.

General Disclosures

FS Insight is an independent research company and is not a registered investment advisor and is not acting as a broker dealer under any federal or state securities laws. FS Insight is a member of IRC 
Securities’ Research Prime Services Platform. IRC Securities is a FINRA registered broker-dealer that is focused on supporting the independent research industry.  Certain personnel of FS Insight (i.e. 
Research Analysts) are registered representatives of IRC Securities, a FINRA member firm registered as a broker-dealer with the Securities and Exchange Commission and certain state securities regulators. 
As registered representatives and independent contractors of IRC Securities, such personnel may receive commissions paid to or shared with IRC Securities for transactions placed by FS Insight  clients 
directly with IRC Securities or with securities firms that may share commissions with IRC Securities in accordance with applicable SEC and FINRA requirements. IRC Securities does not distribute the 
research of FS Insight , which is available to select institutional clients that have engaged FS Insight . 

As registered representatives of IRC Securities our analysts must follow IRC Securities’ Written Supervisory Procedures.  Notable compliance policies include (1) prohibition of insider trading or the 
facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4) appropriate use of electronic communications, amongst other compliance related policies.

FS Insight  does not have the same conflicts that traditional sell-side research organizations have because FS Insight  (1) does not conduct any investment banking activities, (2) does not manage any 
investment funds, and (3) our clients are only institutional investors.

This research is for the clients of FS Insight only. Additional information is available upon request. Information has been obtained from sources believed to be reliable but FS Insight does not warrant its 
completeness or accuracy except with respect to any disclosures relative to FS Insight  and the analyst's involvement (if any) with any of the subject companies of the research. All pricing is as of the 
market close for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change without notice. Past 
performance is not indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do 
not take into account individual client circumstances, risk tolerance, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies. The recipient 
of this report must make its own independent decision regarding any securities or financial instruments mentioned herein. Except in circumstances where FS Insight  expressly agrees otherwise in writing, 
FS Insight  is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice, including within the meaning of Section 15B of the 
Securities Exchange Act of 1934. All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client website, FS Insight .com. Not all 
research content is redistributed to our clients or made available to third-party aggregators or the media. Please contact your sales representative if you would like to receive any of our research 
publications.

FS Insight is not endorsed by, directly affiliated with, maintained, authorized, or sponsored by Cliffs Notes. All product and company names are the registered trademarks of their original owners. The use 
of any trade name or trademark is for reference purposes only and does not imply any association with the trademark holder of their product brand.

Copyright 2020 FS Insight LLC. All rights reserved. No part of this material may be reprinted, sold or redistributed without the prior written consent of FS Insight LLC. 
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• Macro Strategy – Thomas Lee

• Policy Strategy – L. Thomas Block

• Tax Strategy  – David Zion, Zion Research Group

• Global Portfolio Strategy – Brian Rauscher

• Technical Strategy – Robert Sluymer

• Digital Asset Strategy – David Grider
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L. Thomas Block
Washington and Policy Strategist

Tom had a 21-year career at J.P. Morgan, 
as Global Head of Government Relations. 
Prior to that, he served as Legislative 
Assistant and Chief of Staff in the House, 
and Legislative Staff Director in the 
Senate.
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Source: Fundstrat, Bloomberg, Updata

2020 U.S. Presidential Election Results…
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Source: NBC News
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Source: Fundstrat, Bloomberg, Updata

2020 U.S. Senate Election Results…
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Source: The Washington Post
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Source: Fundstrat, Bloomberg, Updata

2020 U.S. House Election Results…
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Source: New York Times

For Exclusive Use of FSInsight Clients Only



Nov 19, 2020

Source: Fundstrat, Bloomberg, Updata

Current issues in Washington, D.C.
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Source: Fundstrat

For Exclusive Use of FSInsight Clients Only

Stimulus - Can there be a stimulus bill in 2020? What may be in stimulus bill?
• PPP for small business loans

• $1,200 individual stimulus check

• Extended unemployment and possible supplemental unemployment but less than $600 a week.

• Funding for schools and vaccine inoculation program.

• Maybe some money for state and local governments, but focused for first responders.

Infrastructure, related to stimulus
• Broadband, program to get broadband into underserved urban and rural areas.

Tax policy
• Divided Congress assure little change in tax policy and protection for most of Trump tax changes.

• Capital gains rate safe even if there is Democratic control of House and Senate. More than one Democratic Senator would 

support existing capital gains rate.

• Corporate tax could go up but remain below pre-Trump levels.

Healthcare
• Action to follow any ruling from the Supreme Court decision on recently argued case.

• Prescription drug prices, bipartisan appeal.

• A government option under Obamacare, tough but may be doable, high Biden priority.

Environment/Climate Change
• No New Green Deal, but incremental steps to advantage renewables.

• Executive Orders: reversal of Trump Orders ranging from energy to auto emission standards.

Immigration
• DACA likely to be restored by Executive Order, but legislation may put legally sound program into place.

• Possible bipartisan bill to deal with undocumented in the US currently, and new rules for immigration.
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• Macro Strategy – Thomas Lee

• Policy Strategy – L. Thomas Block

• Tax Strategy  – David Zion, Zion Research Group

• Global Portfolio Strategy – Brian Rauscher

• Technical Strategy – Robert Sluymer

• Digital Asset Strategy – David Grider
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David Zion, CFA, CPA
Research Analyst at Zion Research Group

Prior to founding Zion Research Group, 
Dave had 20 years of experience as a sell 
side Accounting & Tax research analyst at 
Bear Stearns, ISI and most recently Credit 
Suisse. He started his career as an auditor 
at Deloitte & Touche.

Dave has been named to Institutional 
Investor's All-America Research Team 
multiple times, and was ranked the #1 or 
#2 Accounting & Tax analyst for 13 out of 
14 years.
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● Higher Taxes Built Into Tax Code Today 

● Overview of Biden Tax Plan, Focus on Big Three Corporate Tax Changes

1. Increase statutory tax rate from 21% to 28%

2. Increase GILTI (Global Intangible Low Taxed Income) tax rate from 10.5% to 21%

3. Impose a 15% minimum tax on book income

Today’s Agenda

2Tax Rates Movin' On Up | Zion Research Group

November 2020
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Nine Other Reasons Why Taxes Could Head Higher 
from Here

4Tax Rates Movin' On Up | Zion Research Group

November 2020



Further Limit Tax Deductibility of Net Interest Expense

5

November 2020

Tax Rates Movin' On Up| Zion Research Group

Energy & Materials
Net interest expense > 30% of EBIT

What? When? Why? How?

● Limit on tax deductibility of net U.S. interest expense

● 30% of U.S. Adjusted Taxable Income 

● EBITDA from 2018-2021 (CARES Act raised to 50% in 2019 and 2020)

● EBIT starting in 2022

o Less tax deductible interest = higher taxable income = higher cash taxes
● Disallowed interest carried forward indefinitely

● Prevents negative impact on book tax rates, but cash tax rates go up

Real estate, certain 
Utilities, car dealers 

and small businesses 
are exempt



Phasing Out Full Expensing

6
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Tax Rates Movin' On Up| Zion Research Group

Communication Services, Energy, Utilities
CapEx > 40% of CFFO & Deferred Tax Liabilities 

> 20% of Market Cap

What? When? Why? How?

● Full expensing of capex for tax purposes (most assets are eligible including used)

● Applies to property acquired after 9/27/17 and placed in service between 9/28/17 and 12/31/22

● Phased out 20% per year starting in 2023 

● 80% bonus depreciation in 2023, 60% in 2024, etc.



After-Tax R&D Budget Takes a Hit

7
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Tax Rates Movin' On Up| Zion Research Group

What? When? Why? How?

● Starting in 2022 R&D capitalized and amortized for tax purposes instead of expensed upfront

● Five years for U.S. R&D

● 15 years for foreign R&D

● Increases cash taxes but has no impact on GAAP tax rate or earnings

● Companies will be able to keep using R&D tax credit



Business  Individual

10. Restore limit on itemized deduction > $400k income $51.2B (2.4%)

9. Establish a financial risk fee, applies to financials > $50B in assets $84.4B (4.0%)

8. 15% minimum tax on book income $108.5B (5.2%)

7. Restore pre-TCJA tax rates on income > $400k $111.8B (5.3%)

6. Phase out qualified business income deduction > $400k $143.4B (6.9%)

5. Limit tax benefit of itemized deductions to 28% of value $223.5B (10.7%)

4. Tax capital gains & dividends at ordinary rate when income > $1M $372.7B (17.8%)

3. Double GILTI tax rate to 21% $442.1B (21.1%)

2. Increase corporate tax rate to 28% $727.3B (34.8%)

1. Apply payroll tax to income > $400k $739.8B (35.4%)

Biden Top Ten List

November 2020

8Tax Rates Movin' On Up | Zion Research Group

From the home office in 
Zion National Park, Utah.

10-Year Revenue Estimate 
(% of $2.1T total)

Source: Tax Policy Center
WARNING – Based on limited information available about 

the Biden Tax Plan



Lots of Potential Tax Rate Losers

9
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Tax Rates Movin' On Up | Zion Research Group

Use most recent fiscal 
year tax rate (2019) as 
starting point

Increase statutory rate 
from 21% to 28%

Increase GILTI rate from 
10.5% to 21%



Some Companies Hit Harder than Others

10
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Tax Rates Movin' On Up | Zion Research Group

They’ve done studies, 
you know. 96% of the 
time tax rates would 

increase under the 
Biden plan.

Relative Winners & Losers

35 companies’ earnings 
hit by less than 5%

87 companies’ earnings 
fall by more than 10%



Tax Rate Estimator (MSFT)
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Where could we go wrong? 

● Lots of places

● Profit split

● Foreign tax rate

● GILTI

● Tax credits, etc.

● Don’t factor in stock 
comp excess tax 
benefits – low quality



Minimum Tax Rate on Foreign Profits (aka GILTI)

12
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More companies GILTI under Biden Plan
72% with foreign tax rate < 26.25%, only 29% 

with foreign tax rate < 13.125%

What? When? Why? How?

● 10.5% (21%-Biden) Tax on Global Intangible Low-Taxed Income – GILTI TAX

● Taxes foreign net income over and above a “tangible income return” (10%) and interest expense

● Foreign tax credit for 80% of foreign taxes paid

● Avoid the tax by paying a tax rate of 13.125% (10.5%/80%) or higher overseas, (jumps to 26.25% 
under Biden)

● Meant to penalize companies for shifting profits to low tax countries

“Fiddy” Patent Box

● Foreign derived intangible income (FDII) 
earned in U.S. (think exports of goods 
or services) taxed at 13.125% rate

● Meant to incentivize companies to keep 
IP in the U.S.

Biden Plan now proposing to end the “Trump 
Loophole”



GILTI Tax

13
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Foreign income and foreign tax rate are key 
estimates

Currently 50% of income taxed at 21% rate (i.e., 
10.5%), under Biden 75% of income taxed at 28% 
rate (i.e., 21%)

Biden plan now proposing to 
eliminate 10% return threshold

Biden proposing country by country basis – Tax 
paid in high tax rate country could not be used as 
tax credit to reduce GILTI tax due on profits from 
low tax country



- What’s the Foreign/Domestic profit split? 45% Domestic for MSFT in fiscal 2020 is highest in past 
five years. Not that long ago very little U.S. profit (e.g., 2% of total in 2017). 

- What’s the expectation for foreign effective tax rate going forward and why? It has bounced 
around a bit but on average less than 15% (that’s pretty darn low when you look at tax rates around 
the globe). 

- What’s their guidance for tax credits? R&D credits reduced the tax rate by 110bps in 2020 and 
2019.

- What amount of U.S. profits come from foreign sources? We backed into 31%, its important as it 
drives the FDII benefit.

- What’s the expectation on stock comp excess tax benefit? We left it out as its low quality since its 
entirely dependent upon the stock price (though its been pretty consistent: between 2% and 2.7% 
over past five years).

Ask Questions about Key Drivers to Fine Tune Tax Rate 
Estimates

14Tax Rates Movin' On Up | Zion Research Group
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In Search of Exposure to 15% Minimum Tax on Book
Income

15

November 2020

Tax Rates Movin' On Up | Zion Research Group

Applies to companies with > $100 million in profits

Assume its an alternative minimum tax

Allows use of foreign tax credits and NOLs to reduce tax due



15% Minimum Tax Highly Concentrated

16
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117 S&P 500 companies 
>$100 million net income, 
<15% cash tax rate

Apply 15% tax rate, min 
tax of $60B, $37B tax hit

16 companies nearly 70% 
of tax hit

Expect actual impact to be 
less than our estimate 



15% Minimum Tax - Back of the Envelope (AT&T)

17
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Assume 15% min tax was 
in effect for 2019

Minimum Tax = 15% of Book Income
• $2,770 million = 15% x $18,468 million

Cash Taxes Paid 
• $1,421 million

Estimated Min Tax Hit = Difference between Min Tax and Taxes Paid
• $1,349 million = $2,770 million - $1,421 million

Increases cash tax rate from 7.7% to 15% 
What can cause those deferred 
tax liabilities to come due?



Problems with a Tax on Book Income

18Tax Rates Movin' On Up | Zion Research Group

November 2020

Moving abroad may prove costly as Biden 
proposed implementing “strong anti-inversion 
regulations and penalties” How about just fixing the tax code instead!



● High % of profits from the U.S. – hit by increased statutory tax rate

● Low foreign tax rates – hit by GILTI

● Low cash tax rates – hit by minimum book tax

● Large deferred tax liabilities – hit by increased statutory tax rate

● U.S. Sales (% of total ) > U.S. Profits (% of total) – could be exposed to 10% Biden Offshoring Tax 
Penalty surtax (pay a 30.8% tax rate on profits from overseas production/services sold in U.S.)

What to Watch Out For

19Tax Rates Movin' On Up | Zion Research Group

November 2020



● Devil is in the details – there will be relative winners & losers

● Impact on the balance sheet, DTA & DTL will increase 

● 15% minimum book tax could effectively cancel some of the benefits of bonus depreciation

● Lots of confusion on all the different rates 

● Its not all bad news 

● Biden Made in America 10% tax credit for investments to create American jobs

● Variety of other reasons why tax rates were already headed higher…

What People are Missing

20Tax Rates Movin' On Up | Zion Research Group

November 2020
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The Company makes no warranty, expressed or implied, concerning the accuracy or completeness of the content of any Research or Underlying Materials that the Company
may provide, including, without limitation, the implied warranties of merchantability, fitness for a particular purpose and non-infringement. In no event shall the Company
be responsible or liable for the accuracy of any such material, or for any damage or lost opportunities resulting from use of such materials. The Company shall not be
responsible for updating the information that it provides, absent an express written agreement that it will do so. The Company shall not be liable for any direct or indirect,
incidental or consequential loss or damage (including loss of profits, revenue or goodwill) arising from any investment decisions based on information or research obtained
from the Company. Nothing contained in any distribution by Zion Research Group, LLC should be construed as any offer to sell, or any solicitation of an offer to buy, any
security or investment. Any Research, Underlying Materials or other material received should not be construed as individualized investment advice.

Independence of Research
Zion Research Group, LLC is an independent research provider. The Company is not a member of FINRA or SIPC and is neither a registered broker dealer nor investment
advisor. The Company has no other regulated or unregulated business activities which conflict with its provision of independent research.

Copyrights, Trademarks, Intellectual Property
Zion Research Group, LLC, and the logos and marks included on the Company’s website and Research that identifies Zion Research Group, LLC services and products are
proprietary materials. The use of such terms and logos and marks without the express written consent of the Company is strictly prohibited. The copyright in the pages of
the Research and in the information and material therein, is proprietary material owned by Zion Research Group, LLC unless otherwise indicated. The unauthorized use of
any material in the Research reports may violate numerous statutes, regulations and laws, including, but not limited to, copyright, trademark, trade secret or patent laws.
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What We Have Been Saying?

➢ 3/20 – Tactical bottom is likely as indicators turning up from extreme
negative readings.

➢ 3/26 – Bottom for equities was in and expect new highs before year
end – Barbell positioning mix of Growth/FAANG and Value Cyclicals
avoid Cash and traditional defensive areas (Staples, Utilities, Real
Estate, and Legacy Telecoms).

➢ 4/2 – Reiterate equity bottom is in and urge investors to look ahead,
buy any dips that may occur, retain the barbell (Growth/FAANG &
Value/Cyclicals).

➢ 5/1 – 10/1 – Reiterate bullish views, buy dips, and keep the barbell.

➢ 10/12 – Still bullish, barbell appropriate BUT begin to shift more
towards Value/Cyclicals.
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Ok, So Where are We Now?

➢ Tactically bullish as our preferred shorter-term indicators have all
turned favorable.

➢ Medium-term bullish as our proprietary earnings revision work remains
quite favorable combined with accommodative liquidity/stimulus
backdrop, as well as our expectations that we will be moving towards
economic recovery following vaccine announcements.

➢ Still holding the barbell but continuing our ongoing move towards
Value/Cyclicals. The pace will likely accelerate as time passes.

➢ Despite ongoing bearish forecasters and the unknown election outcome,
keep your eyes on the bigger picture – PROFITS RECOVERY.

➢ STAY BULLISH and view tactical dips, as the result of macro headlines,
as opportunities to raise exposures in strong earnings revisions areas
and single stock names.
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Tactical Indicators

Are Favorable
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* NOTE – The proprietary Fundstrat Portfolio Strategy Halo Model is a multi-factor model that attempts to predict the forward 1 – 6 month relative performance of a group. The goal is to

help both strategic accounts better time their implementation strategies that would be consistent with our more strategic conclusions derived by our sector/sub-industry 8-panels as well

as our stock specific Estimate Revisions Model (ERM), and to generate tactical ideas for aggressive trading accounts.

The model has both momentum and contrarian characteristics.  When the blue line, which is the model, is trending, our proprietary tool is in a momentum phase, and our research shows 

a high probability that relative performance will mirror the slope of the line.  Importantly, because the model is built to oscillate, an extreme reading that inflects strongly suggests that a 

reversal in the most recent performance trend is likely to occur.

Preferred Tactical Indicator is Bullish Again
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Source:  FSInsight and Bloomberg

** NOTES – The proprietary Fundstrat Portfolio Strategy V-squared indicator shown in the top chart (orange line) shows the ratio of VXV (the 3-month CBOE S&P 500 Volatility Index) 

and the VIX (the 1-month CBOE S&P 500 Volatility Index).  This tool is also useful for identifying aggressive tactical trading bottoms for the S&P 500.   

The proprietary Fundstrat Portfolio Strategy HALO-2 Model, which is the purple line in the lower chart shown above, is the raw tactical data behind our standard HALO multi-factor model

described on the previous page. It is useful for identifying aggressive tactical trading bottoms for the S&P 500.

Aggressive Tactical Indicators Have Once Again Been 
Helpful
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Frequent Client Questions
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Top Questions Clients Have Been Asking? 

➢ Is the U.S. Equity markets disconnected with reality ?

➢ Is the S&P 500 extremely overvalued ?

➢ Should investors finally be moving away from our
recommended barbell (Growth/FAANG & Value/Cyclicals)
positioning ?

➢ Will the equity markets start evolving from
macro/technicals (BETA) to fundamentals/earnings
revisions (ALPHA)?

➢ How should one be positioned at the sector (GICS L-1)
level, as well as what individual stocks look interesting ?
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Frequent Client Questions

Our Answers
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Is the U.S. Equity market disconnected with reality?

➢ Our answer is NO. The ongoing market rise has and continues to
make TOTAL sense to us.

➢ Robust earnings revision backdrop is key underpinning for equity
gains and far from peak optimism based on our work.

➢ Investors should be valuing the S&P 500 and its constituents on some
type of forward normalized earnings and NOT trough profits.

➢ Valuation expansion that is based on historical factor analysis of what
drives multiples.

➢ Unprecedented monetary and fiscal policy and more is likely to come.

➢ Continued skepticism by investors, which is a contrarian positive, and
still helping equities climb the proverbial Wall of Worry.
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Is the S&P 500 extremely overvalued ?

➢ Our answer is NO.

➢ Use normalized OEPS not depressed 2020 levels. Hence, we think
investors should be using at least year-end 2021 OEPS, and better
yet would be year-end 2022, which we preliminarily estimate to be in
a range of $180-200.

➢ Fair value forward P/E calculation should take into account interest
rates, inflation, and the monetary policy backdrop. With all these
factors near maximum bullish, our research shows that the forward
P/E multiple for the S&P 500 should reach 20-22x, at minimum.

➢ Thus, based on these two components of getting to a target for the
S&P 500, we see a range of 3600 (20 x $180) to 4400 (22 x $200) as
achievable over time. Importantly, this would suggest that not only is
the index not extremely overvalued, but also that there is plenty of
upside remaining for investors.
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Should investors finally be moving away from our recommended 
barbell (Growth/FAANG & Value/Cyclicals) positioning ? 

➢ Our answer is YES, investors should be moving away from Growth/FAANG
(not abandoning) and raising exposure to Value/Cyclicals. This is a process
that will likely have more to go over time.

➢ Cash levels should be at the lower end of normal.

➢ Weightings in traditional defensive areas of the equity market — Staples,
Utilities, Real Estate, and legacy Telecom within Comm Services sector —
should be below benchmark and any tactical outperform periods can be
used to sell into.

➢ Importantly, our work still recommends a barbell approach of having
some of both Secular Growth/FAANG and Value/Cyclicals while COVID
is still on the front page.

➢ Once we get closer to moving past pandemic fears, we will shift even
further towards Value/Cyclicals and take some profits in Secular
Growth/FAANG.
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Will the equity markets start evolving from 
macro/technicals to fundamentals/earnings 
revisions?

➢ Our answer is YES.

➢ Initial bounces tend to do little with operating fundamentals or with
single stock idiosyncratic factors, but more to do with
behavioral/psychological, fear, greed, technicals, and news
releases.

➢ However, as the healing process continues there is a transition as
the environment reverts to more fundamental or operating indicators
and correlations fall.

➢ Thus, it will become even more critical going forward to be
aware of the earnings revisions at the single stock level and
our ERM model will be a valuable process tool to help
investors generate excess returns (Alpha).
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July 15th, 2020

Macro Conclusions

➢ Is the U.S. Equity market disconnected with reality?

Our answer is NO.

➢ Is the S&P 500 extremely overvalued ?

Our answer is NO.

➢ Should investors finally be moving away from our 
recommended barbell (Growth/FAANG & 
Value/Cyclicals) positioning ?

Our answer is YES, but slowly and with more to come..

➢Will the equity markets start evolving from 
macro/technicals to fundamentals/earnings revisions?

Our answer is YES.
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Staying Bullish

Looking for New Highs

Buying Tactical Weakness

Shifting Towards Value/Cyclicals

Macro Conclusions
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MULTI-FACTOR APPROACH

MOST IMPORTANT INPUT

ANALYZING PROFIT CYCLES
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HOW DO YOU DO 
SECTOR/INDUSTRY 

SELECTION?

PROPRIETARY 
METHODOLOGY

8-PANEL ANALYSIS
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Consumer Disc

Industrials ABOVE

Materials

Comm Services TILT - ABOVE

Technology

Health Care NEUTRAL

Financials TILT - BELOW

Utilities

Energy

Staples BELOW

Real Estate
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LEAST FAVORITE SECTORS

Sectors (GICS L-1) ETF

Name Ticker

Utilities XLY

Energy XLI

Staples XLB

Real Estate XLRE
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S&P 1500 GICS Level 1 - Sectors 

Utilities 
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S&P 1500 GICS Level 1 - Sectors 

Energy 
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S&P 1500 GICS Level 1 - Sectors 

Consumer Staples 
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S&P 1500 GICS Level 1 - Sectors 

Real Estate 
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PREFERRED SECTORS

Sectors (GICS L-1) ETF

Name Ticker

Consumer Discretionary XLY

Industrials XLI

Materials XLB



Global Portfolio Strategy

Brian Rauscher, CFA

+1 212 293 7140

inquiry@fsinsight.com

For exclusive use by FSInsight clients only
November 19, 2020

Slide 15

Source: Fundstrat

Brian F. Rauscher, CFA
inquiry@fsinsight.com

92
Global Portfolio Strategy

S&P 1500 GICS Level 1 - Sectors 

Consumer Discretionary 
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S&P 1500 GICS Level 1 - Sectors 

Industrials 
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S&P 1500 GICS Level 1 - Sectors 

Materials 
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ERM MODEL
&

ANALYST SENTIMENT INDICATOR
( ASM)
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IN-MOTION CYCLICAL

NAMES

Summary

DOW, EMN, CTVA, LIN, ALB, CE, PPG, SHW, MLM, BLL, AMCR,
PKG, SEE, FCX, CARR, TDG, FBHS, JCI, PWR, AME, EMR, ETN,
ROK, HON, CAT, CMI, PCAR, DE, DOV, IEX, IR, ITW, OTIS, PH,
SNA, XYL, GWW, URI, RSG, WM, CPRT, VRSK, FDX, UPS, CSX,
NSC, APTV, GM, GRMN, NVR, NKE, CMG, MCD, SBUX, LKQ,
AMZN, BBY, ORLY
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HONEYWELL INTERNATIONAL  (HON)

ASM Indicator:

Rolling Up

CONCLUSION:

FAVORABLE

S&P 500 - Industrials - Industrial Conglomerates

Honeywell International Inc. (HON) 

Price: 201.54  EPS FY1: 7.03   FY2: 7.88  PE FY1: 28.7  FY2: 25.6

Scoring:     Grey Line:   +   Red Line:   UP

Quantitative Indicator:   + +
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CYCLICAL RECOVERY

“EPICENTER” NAMES

Summary

MPC, DD, ECL, IP, WRK, NUE, BA, TXT, ALLE, AOS, GE, MMM,
FLS, FAST, RHI, AAL, ALK, DAL, LUV, UAL, F, MHK, NWL, HAS,
PVH, RL, TPR, UAA, VFC, LVS, MGM, WYNN, CCL, HLT, MAR,
NCLH, RCL, DRI, YUM, EXPE, GPS, ROST, TJX, ULTA, DIS, LYV
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TJX  (TJX)

ASM Indicator:

Rolling Up

CONCLUSION:

FAVORABLE

S&P 500 - Consumer Discretionary - Apparel Retail

TJX Cos. (TJX) 

Price: 59.63  EPS FY1: .15   FY2: 2.56  PE FY1:nm  FY2: 23.3

Scoring:     Grey Line:   +   Red Line:   UP

Quantitative Indicator:   + +
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STOCK SUMMARY 
CONCLUSIONS

In Motion
DOW, EMN, CTVA, LIN, ALB, CE, PPG, SHW, MLM, BLL, AMCR, PKG, SEE,
FCX, CARR, TDG, FBHS, JCI, PWR, AME, EMR, ETN, ROK, HON, CAT, CMI,
PCAR, DE, DOV, IEX, IR, ITW, OTIS, PH, SNA, XYL, GWW, URI, RSG, WM,
CPRT, VRSK, FDX, UPS, CSX, NSC, APTV, GM, GRMN, NVR, NKE, CMG,
MCD, SBUX, LKQ, AMZN, BBY, ORLY

“Epicenter” Names

MPC, DD, ECL, IP, WRK, NUE, BA, TXT, ALLE, AOS, GE, MMM,
FLS, FAST, RHI, AAL, ALK, DAL, LUV, UAL, F, MHK, NWL, HAS,
PVH, RL, TPR, UAA, VFC, LVS, MGM, WYNN, CCL, HLT, MAR,
NCLH, RCL, DRI, YUM, EXPE, GPS, ROST, TJX, ULTA, DIS, LYV
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6 technical events to impact portfolio performance in 2020-2021

1. Secular trend and cycle bullish through into mid 2030s

2. The current 4-year market cycle – S&P 4400-4600 

3. Navigating markets into and through Q1 – S&P 4000

4. Long bond prices – Cycle peak developing

5. US Dollar – Long-term trend remains negative → (+) Cyclical

6. Sector and group leadership trends 

• Increase exposure to Cyclicals - Participation continues to 
broaden and are more timely than high momentum growth 
stocks

• Hold core overweights in Growth leadership – Momentum 
leaders are pausing not broken with weekly indicators 
already unwinding overbought levels in August

• UW – Safety/defensive sectors

Technical Strategy

Rob Sluymer, CFAAC

+1 212 293 7140

inquiry@fsinsight.com | @rsluymer

US Portfolio Strategy 

Thomas J. Lee, CFA

@fundstrat

Global Portfolio Strategy & Asset Allocation

Brian Rauscher, CFA

Jonathan Lesser

Data Science Research

Ken Xuan, CFA

@fundstrat_ken

Washington Policy Strategy

L. Thomas Block

@TomBlock_FS

For Reg AC certification and other important disclosures see Slide 149



This document is prepared solely for FSInsight clients.

For inquiries, please contact Sales at 212-293-7140 or inquiry@fsinsight.com

Robert Sluymer, CFAAC

+1 212 293 7140

@rsluymer

Technical Strategy

November 19, 2020

Slide 111

The BIG picture - Secular trends and cycle bullish into early 2030s

• 17 and 34-year market cycles remain bullish into early-mid 2030’s – S&P 14,000 possible

• Demographic trends is a fundamental catalyst supporting our technical outlook

The 4-year cycle likely to continue into 2022-2023 before peaking

• March 2020 lows consistent with a new 4-year cycle from the 2016 lows

• Current cycle unlikely to peak until late 2022-2023 

• Minimum cycle has been +65% = S&P 3615

• Average cycle is 100-110% = S&P 4400-4600 
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Tactical considerations into YE and Q1 2021
• Weekly momentum (1-2 quarter cycles), bottomed in late Q3 and likely peak mid Q1

• Expect pullbacks to be shallow followed by further upside into Q1 → S&P 4000

• VIX futures – Investors remain hedged – Expect further unwind similar to 2012 & 2016

Portfolio Strategy – Managing barbell exposure 

Increasing exposure Cyclicals

• Increase exposure to Industrials, Materials, Discretionary, select Financials and Energy

• Participation/breadth continues to expand 

• Expecting participation to continue expanding through the current 4-year cycle

Holding core overweight in Technology and growth Discretionary leadership long-term

• Growth/momentum has been pausing/consolidating but not broken

• Weekly momentum data already unwinding from overbought levels seen in August

Underweight Defensive/safety sectors – Utilities, Staples, Healthcare
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Secular uptrend underway for equities intact potentially lasting into early - mid 2030s

US  10-year bond yields

Dow and 10-year Bond Yield – Generational 34 & 17-year cycles

34-year bond cycles

Dow Industrial Average 1913-2020

17 years        17 years        17 years        17 years        17 years        17 years        

Current 

17-year 

cycle  likely 

to peak near

2034 
Deflation

Inflation

Deflation

Yields and P/E’s 
Negatively correlated > 4.5%  
Positively correlated < 4.5% 

Source: Fundstrat, Bloomberg, Optuma

17 years        
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S&P 500 – A secular perspective

+2300%

17-year 

cycle

17-year 

cycle

17-year 

cycle

17-year 

cycle

17-year 

cycle

3300

~13,500-14,000

2034

2016 

was a 

17- and 

34-year 

cycle  low

Prior secular bull market returns:
• 1932-1966 = +2300% (‘32-’46 = +335%, ’46 -’66 = +460%)
• 1974-2000 = +2300% (‘74-’87 = +440%, ‘87-’00 = +360%)

IF (a big IF) history repeats, then potential targets to consider:
• 2009 lows at 666 x 400% = S&P ~3300 would be mid secular cycle pause 
• +2000% = S&P ~14000 by end of cycle in 2034 

+2300%

17-year 

cycle

+2000%??

200-week sma

Source: Fundstrat, Bloomberg, Optuma
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S&P 500 and 4-year cycles   

2016 2020
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S&P 500 – Monthly
Long-term uptrend intact above 15- and 48-month moving averages 

WITH relative performance making new cycle highs vs the Barclay’s All Aggregate Bond Index 
similar to the cycle accelerations in 2012 and 2016

NEW CYCLE HIGHS 
S&P 500 vs 

Barclays US All Aggregate Bond Index 
(LBUSTRUU Index)

Source: Fundstrat, Bloomberg, Optuma

__ 15-month sma

__ 48-month sma
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S&P 500 – 2015-2020 - Weekly
Intermediate-term momentum, tracking the percentage of stocks with rising weekly momentum, continues to build positively. 

We expect this data to build to the upside well into Q1 before an intermediate-term peak develops. 

Source: Fundstrat, Bloomberg, Optuma

Weekly Quadrant 
Balance momentum

mailto:inquiry@fsinsight.com
https://twitter.com/rsluymer


Technical Strategy

November 19, 2020

Slide 118
This document is prepared solely for FSInsight clients.

For inquiries, please contact Sales at 212-293-7140 or inquiry@fsinsight.com

Robert Sluymer, CFAAC

+1 212 293 7140

@rsluymer

A doubling of the September – November trading range supports a move toward 4000
Use near-term weakness/backing and filling to accumulate

S&P 500 – Daily

Daily momentum is still building to the 
upside but likely to become overbought 

in the coming week. Given the 
intermediate-term backdrop on the 

prior page, we expect pullbacks to be 
shallow and short-lived. 
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Russell 2000 - Weekly
Breaking out of a 2-year trading range 

…with relative performance reversing a 2-year downtrend

Source: Fundstrat, Bloomberg, Optuma
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After an extended surge well above trend, growth is beginning to pullback as cyclicals broadly improve
Growth do not appear poised to collapse as they did in 2000 but cyclicals are likely to outperform well into the current 4- year cycle

Growth versus Value – Monthly 

Large-cap Growth 
Versus 

Large-cap Value

Small-cap Growth 
Versus 

Small-cap Value

Source: Fundstrat, Bloomberg, Optuma
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Growth versus Value – Daily

Large-cap Growth versus Large-cap Value

Small-cap Growth versus Small-cap Value

__ 50-day sma

__ 200-day sma

Mid-cap Growth versus Mid-cap Value

Growth vs Value trading range continues. 
A break below the August- September lows would be needed to confirm a lower low and thus a downside trend reversal.

Source: Fundstrat, Bloomberg, Optuma
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S&P High Beta (SPHB) vs S&P Low Vol (SPLV) ETFs
High Beta vs Low Volatility making new cycle highs – Uptrend continues

Source: Fundstrat, Bloomberg, Optuma
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S&P High Beta (SPHB) vs Large-cap Growth (IWF) and TLT Bond ETF

__50-day sma

High Beta (SPHB) vs Growth (IWF)

High Beta (SPHB) vs TLT

High Beta is in the very early stages of turning back up to Growth (IWF) while continuing to trend to the upside vs the TLT bond ETF

Source: Fundstrat, Bloomberg, Optuma
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TLT long-bond ETF

Monthly momentum 
has peaked and 

turned down  
signaling a cycle top 

Monthly momentum is still early in a downturn of a cycle peak. 
Continue to underweight Treasury bonds

Source: Fundstrat, Bloomberg, Optuma

Source: Fundstrat, Bloomberg, Optuma
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Source: Fundstrat, Bloomberg, Optuma

US 10-year note yields - Daily 
10-year yields are now above their declining 200-dma with 1.0% followed by ~1.30-1.40% next key hurdles

Short-term yields are at a pause point near the 62% retracement
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US Dollar Index – DXY - Monthly
DXY is failing at 101.80- 103.82 resistance at its longer-term downtrend. 

A move toward next support near 89-90 appears likely 

Source: Fundstrat, Bloomberg, Optuma
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Source: Fundstrat, Bloomberg, Optuma

The most important technical point regarding BTC is that crossing above 10.5K followed by 13.8K confirmed that BTC was in the early stages of resolving a very 
large technical pattern consolidation. As BTC tests its next resistance band between 17.2-19.6K a pause would not be surprising particularly given weekly 
momentum has moved into overbought territory. However, the larger price pattern suggests to us pullbacks are likely to be accumulated and short lived. 

Use weakness to continue accumulating BTC given its bullish longer-term profile 

BTC – 2017-2020

Weekly RSI (77) is 
pushing into 
overbought 

How far could BTC rally? There is no obvious technical target once an 
asset makes all time highs. 

However, using Fibonacci extensions of 161.8 (30k) and 261.8 (46K) 
are levels we would be looking for as next pause/consolidation points 

in BTC’s emerging  longer-term uptrend
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      Relative performance trend vs the S&P 500
INVESTING

Long-term 

6+ monthly trend

TACTICAL

Medium term  

8-16+ weekly trend

TRADING

Short-term

10-20+ daily trend

10 day 

relative

high low vs 

S&P Code Name

A B C D

1) Established Up ↓ 3) Neutral (-) 4) Early Down XLC COMM SERV SELECT SECTOR SPDR

1) Established Up 4) Early Down 5) Established Down (+) XLY CONSUMER DISCRETIONARY SELT

1) Established Up (-) 4) Early Down 4) Early Down XLK TECHNOLOGY SELECT SECT SPDR

↑ 2) Early Up 1) Established Up 1) Established Up HIGH XLI INDUSTRIAL SELECT SECT SPDR

2) Early Up 1) Established Up ↑ 3) Neutral (+) XLB MATERIALS SELECT SECTOR SPDR

↓ 4) Early Down ↓ 4) Early Down ↓ 4) Early Down LOW XLV HEALTH CARE SELECT SECTOR

5) Established Down 5) Established Down (+) ↓ 3) Neutral (-) XLP CONSUMER STAPLES SPDR

5) Established Down (+) ↑ 2) Early Up 1) Established Up HIGH XLE ENERGY SELECT SECTOR SPDR

5) Established Down (+) 2) Early Up 1) Established Up XLF FINANCIAL SELECT SECTOR SPDR

5) Established Down (+) ↓ 3) Neutral (-) 1) Established Up IYR ISHARES US REAL ESTATE ETF

5) Established Down (+) 3) Neutral (+) ↓ 5) Established Down XLU UTILITIES SELECT SECTOR SPDR

Leaders lag, laggards lead

Relative sector trends continue to favor cyclicals as emerging tactical leadership as growth pulls back within long-term uptrends

1) GROWTH: Intermediate-term corrections continue to XLK, XLY and  XLC but within longer-term uptrends

2) Leading CYCLICALS: Industrials and Materials are in early long-term uptrends extending medium-term uptrends

3) Lagging CYCLICALS: Financials, Energy and select REITS continue to complete intermediate-term bottoming patterns

S&P 500 Sector Relative Performance Trends

1

2

3

mailto:inquiry@fsinsight.com
https://twitter.com/rsluymer


Technical Strategy

November 19, 2020

Slide 129
This document is prepared solely for FSInsight clients.

For inquiries, please contact Sales at 212-293-7140 or inquiry@fsinsight.com

Robert Sluymer, CFAAC

+1 212 293 7140

@rsluymer

Relative performance trend versus the S&P 500

INVESTING

Long-term 

6+ monthly trend

TACTICAL

Medium term  

8-16+ weekly trend

TRADING

Short-term

10-20+ daily trend

10 day 

relative

high low 

vs S&P Code Name Sector GIC Level 1

A B C D
1) Established Up ↑ 1) Established Up 4) Early Down S5MEDA MEDIA & ENTERTAINMENT COMMUNICATION SERVICES

1) Established Up 1) Established Up (-) 3) Neutral (+) S5SSEQX SEMICONDUCTORS & SEMICONDUCTOR EQUIPMETECHNOLOGY

1) Established Up (-) 4) Early Down 3) Neutral S5TECH TECHNOLOGY HARDWARE & EQUIPMENT TECHNOLOGY

1) Established Up (-) ↓ 5) Established Down 5) Established Down S5RETL RETAILING DISCRETIONARY

1) Established Up (-) ↓ 5) Established Down 5) Established Down LOW S5SFTW SOFTWARE & SERVICES TECHNOLOGY

2) Early Up 1) Established Up 1) Established Up HIGH S5AUCO AUTOMOBILES & COMPONENTS DISCRETIONARY

2) Early Up ↑ 1) Established Up 1) Established Up (-) S5COMS COMMERCIAL PROFESSIONAL SERVICES INDUSTRIALS

2) Early Up 1) Established Up 2) Early Up HIGH S5TRAN TRANSPORTATION INDUSTRIALS

↑ 2) Early Up 1) Established Up 2) Early Up S5FDSR FOOD & STAPLES RETAILING STAPLES

2) Early Up 1) Established Up ↑ 3) Neutral (+) S5MATRX MATERIALS MATERIALS

2) Early Up 1) Established Up (-) 5) Established Down (+) S5CODU CONSUMER DURABLES & APPAREL DISCRETIONARY

↑ 2) Early Up 2) Early Up ↓ 4) Early Down S5HCES HEALTH CARE EQUIPMENT & SERVICES HEALTHCARE

↓ 3) Neutral (-) 4) Early Down 5) Established Down S5HOUS HOUSEHOLD & PERSONAL PRODUCTS STAPLES

↓ 4) Early Down 5) Established Down ↓ 5) Established Down LOW S5PHRM PHARM BIOTECH & LIFE SCIENCES HEALTHCARE

5) Established Down 5) Established Down (+) 2) Early Up S5FDBT FOOD BEVERAGE & TOBACCO STAPLES

5) Established Down 5) Established Down (+) 2) Early Up S5REAL INDEX REAL ESTATE REITS

5) Established Down 5) Established Down (+) ↓ 4) Early Down S5TELSX TELECOMMUNICATION SERVICES COMMUNICATION SERVICES

5) Established Down (+) 1) Established Up 1) Established Up HIGH S5CPGS CAPITAL GOODS INDUSTRIALS

5) Established Down (+) ↑ 2) Early Up 1) Established Up S5BANKX BANKS FINANCIALS

5) Established Down (+) ↑ 2) Early Up 1) Established Up S5DIVF DIVERSIFIED FINANCIALS FINANCIALS

5) Established Down (+) 2) Early Up 1) Established Up S5INSU INSURANCE FINANCIALS

5) Established Down (+) ↑ 2) Early Up 1) Established Up HIGH S5ENRSX ENERGY ENERGY

5) Established Down (+) ↑ 2) Early Up 3) Neutral (+) S5HOTR CONSUMER SERVICES DISCRETIONARY

5) Established Down (+) 3) Neutral (+) ↓ 5) Established Down S5UTILX UTILITIES UTILITIES

US Industry Group – GIC Level II

Leaders lag, laggards lead

1. Leaders lag  - Semi leadership intact but most growth/momentum leadership continue to correct within long-term uptrends – Hold 

2. Emerging – Cyclicals: Auto related, Durables, Materials, Transports, Consumer Durables – Increase exposure

3. Bottoming – Cyclicals: Bottoming within longer-term downtrends: Capital Goods (GE), Financials, Energy – Selectively add exposure

1

3

2
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A leader accelerating above its June-October trading range

Source: Fundstrat, Bloomberg, Optuma
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KEY is also breaking out 

Source: Fundstrat, Bloomberg, Optuma
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APH continues to lead in Electronic Equipment breaking out of a 2-year trading range

Source: Fundstrat, Bloomberg, Optuma
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MCHP breaks out with improving relative performance

Source: Fundstrat, Bloomberg, Optuma
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MU is reaccelerating and on the verge of breaking out

Source: Fundstrat, Bloomberg, Optuma

v
s

S
&

P
 5

0
0

v
s
 S

&
P

 5
0
0

S
E

C
T

O
R

mailto:inquiry@fsinsight.com
https://twitter.com/rsluymer


Technical Strategy

November 19, 2020

Slide 135
This document is prepared solely for FSInsight clients.

For inquiries, please contact Sales at 212-293-7140 or inquiry@fsinsight.com

Robert Sluymer, CFAAC

+1 212 293 7140

@rsluymer

AMZN is pausing/catching up with its rising 40-week moving average and is  not breaking down in our opinion. 
In fact, weekly momentum (top right) is working toward oversold levels. Hold

Source: Fundstrat, Bloomberg, Optuma
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Similar to AMZN and many other growth stocks, LULU is pausing and working toward oversold levels heading 
into year-end/Q1. Hold

Source: Fundstrat, Bloomberg, Optuma
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Cyclical leader breaking out of its 2019-2020 trading range with improving relative performance

Source: Fundstrat, Bloomberg, Optuma
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EMR has lagged but is also on the cusp of breaking out of its 2 year trading range

Source: Fundstrat, Bloomberg, Optuma
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DIS in the early stages of new up cycle rallying from its 40-week sma 

Source: Fundstrat, Bloomberg, Optuma
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Even ULTA is showing evidence of completing a cycle low

Source: Fundstrat, Bloomberg, Optuma
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UBER is overbought short-term but we would be buyers on near-term weakness

Source: Fundstrat, Bloomberg, Optuma
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MS has lagged BLK but is more timely and is just beginning to emerge from its 2-year trading range 

Source: Fundstrat, Bloomberg, Optuma
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…and laggards, such as AMG, are in the early stages of reversing 2-year downtrends. 

Source: Fundstrat, Bloomberg, Optuma

v
s

S
&

P
 5

0
0

v
s
 S

&
P

 5
0
0

S
E

C
T

O
R

mailto:inquiry@fsinsight.com
https://twitter.com/rsluymer


Technical Strategy

November 19, 2020

Slide 144
This document is prepared solely for FSInsight clients.

For inquiries, please contact Sales at 212-293-7140 or inquiry@fsinsight.com

Robert Sluymer, CFAAC

+1 212 293 7140

@rsluymer

..even Energy is likely establishing a cycle low as June-November corrections begin to bottom for secondary lows

Source: Fundstrat, Bloomberg, Optuma

v
s

S
&

P
 5

0
0

v
s
 S

&
P

 5
0
0

S
E

C
T

O
R

mailto:inquiry@fsinsight.com
https://twitter.com/rsluymer


This document is prepared solely for FSInsight clients.

For inquiries, please contact Sales at 212-293-7140 or inquiry@fsinsight.com

Robert Sluymer, CFAAC

+1 212 293 7140

@rsluymer

Technical Strategy

November 19, 2020

Slide 145

Tactical considerations into YE and Q1 2021
• Weekly momentum (1-2 quarter cycles), bottomed in late Q3 and likely peak mid Q1

• Expect pullbacks to be shallow followed by further upside into Q1 → S&P 4000

• VIX futures – Investors remain hedged – Expect further unwind similar to 2012 & 2016

Portfolio Strategy – Managing barbell exposure 

Increasing exposure Cyclicals

• Increase exposure to Industrials, Materials, Discretionary, select Financials and Energy

• Participation/breadth continues to expand 

• Expecting participation to continue expanding through the current 4-year cycle

Holding core overweight in Technology and growth Discretionary leadership long-term

• Growth/momentum has been pausing/consolidating but not broken

• Weekly momentum data already unwinding from overbought levels seen in August

Underweight Defensive/safety sectors – Utilities, Staples, Healthcare
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Tracking relative performance trends over three time horizons

Visualizing different investment horizons

Relative performance life cycle

Disclosure

Appendix
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Relative performance trend Over/underweight Technical metric defining  

1) Established Up Core OVERWEIGHT Relative performance ratio is TRENDING ABOVE a RISING 15-period ma

2) Early Up
New OVERWEIGHT 

candidates 
Relative performance ratio is REVERSING ABOVE a DECLINING 15-period ma

3) Neutral Market weight A flat or choppy relative performance trading range 

4) Early Down
New UNDERWEIGHT 

candidates
Relative performance ratio is REVERSING BELOW a RISING 15-period ma

5) Established Down Core UNDERWEIGHT Relative performance ratio is TRENDING BELOW a DECLINING 15-period ma

• Within each trend, counter trend moves develop regularly and are indicated with (+) for a positive and (-) for a negative change

• Markets are moving incredibly fast turning most preconceived market views upside down. 

• To help in tracking the rapidly shifting market dynamics, we categorize trends into 3 main trend categories: UP (GREEN), DOWN 
(RED) and NEUTRAL (WHITE) across 3 times frames (monthly, weekly and daily) 

• Relative performance, the ratio of a securities price versus a market (A/B), is the single best technical tool to navigate markets 
and to isolate leadership trends within and between markets

• The 15-period moving average is an effective proxy for trend for most securities over most time frames (monthly, weekly or daily)

Tracking shifting relative performance trends

• An illustration of these relative performance trends is illustrated at the end of this note
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EARLY 

UPTREND

ESTABLISHED 

UPTREND

MARKET    

PERFORMANCE

EARLY 

DOWNTREND

ESTABLISHED 

DOWNTREND

Relative performance 
is breaking ABOVE

a DECLINING
relative moving average

Relative performance 
is trending ABOVE

a RISING
relative moving average

> = improving categories 

Relative performance 
is RANGE BOUND

around a FLAT/NEUTRAL
relative moving average

* = Slowing uptrend 

Relative performance 
is breaking BELOW

a RISING
relative moving average

/ = deteriorating categories  

Relative performance 
is trending BELOW

a DECLINING
relative moving average

Trend is defined by a 15-period moving 

average of relative performance

Momentum indicator measuring the difference between a 

5- and 15-week moving averages 

Useful to identify turning points and confirm trend shifts

Relative Performance Life Cycle Trends
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Crypto, Internet & Fintech 
Industry Outlook & Portfolio Strategy
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Crypto Internet & Fintech
Table of Contents 
1. Crypto Thesis: Crypto, Internet & Fintech Industry

• Digital Emerging Market Economies 

• Technology Innovation & Disruption 

• Digital Store of Value Investments 

2. Bitcoin Outlook: Market View & Investment Analysis

• Current Bitcoin Price Target 

• Macro Crypto Market Cycles 

• Valuations & Return Outlook 

• Macro Economic Catalysts 

• Financial Model Estimates 

3. Portfolio Strategy: Liquid Crypto Asset Investments 

• Thematic (3-5Y) Crypto Allocation

• Tactical (6-12M) Active Allocation

• Asset Specific: BTC, ETH, XRP, & BNB 

• BTC vs. Alts, Size, Defensive vs. Cyclical 

• Crypto & Blockchain Industry Stocks
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Crypto Thesis

Portfolio Strategy 

Bitcoin Outlook 
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Macro Thematic Driver Explanation & Rationale

Digital EM Economies  

(Crypto = BRICS 2.0)

The next economic frontier is in cyberspace. Crypto 

Emerging Market (“Crypto EM”) economies are a 

natural consequence of the fourth industrial 

revolution. Crypto EM growth will be tied to the 

growth of the digital internet economy. 

Technology Disruption

(Crypto = FANGs 2.0)

Distributed ledger technology disruption is driving 

long-term secular crypto industry growth. As more 

services become digital, technology is absorbing 

more GDP. The shortage of labor is creating more 

demand for technology products.

Digital Store of Value

(Crypto = Black Gold 2.0)

Crypto as a new form of digital gold is the cyber 

economies equivalent of oil as black gold for the 

industrial age. Crypto commodities are powering 

new virtual products & services. 

Crypto Investment Thesis
Secular Macro Growth Drivers Converging 

For Exclusive Use of FSInsight Clients Only
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Digital Emerging Market
Bitcoin Outperformed Global Assets 9 of 11 Years & Upside Remains

FY-2010 FY-2011 FY-2012 FY-2013 FY-2014 FY-2015 FY-2016 FY-2017 FY-2018 FY-2019 YTD 2020
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Global Bonds: $86 Trillion

Real Estate: $230 Trillion

Art: $17 Trillion Gold: $9 TrillionGlobal Stocks: $68 Trillion

Total Crypto

$475 billion

US

RoW

US

RoW

Source: Fundstrat, Bloomberg

Digital Emerging Market
Crypto EM Economies Only 0.1% Global Assets; 1-2% = 10-20x OW 
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Source: Fundstrat, Bloomberg, CNBC, Forbes

Digital Emerging Market 
Leading Hedge Fund Managers Revaluating Crypto Opportunity 

For Exclusive Use of FSInsight Clients Only
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Web 1.0

E-Commerce boom

Financial capabilities

Browser data tracking

Dedicated PC infrastructure  

Web 2.0

Social platforms

Fintech meets Big Tech

Mobile always on big data

Cloud centralized infrastructure

Web 3.0

Trustless DApps

DeFi integrated crypto

Privacy user-data & AI control

Blockchain edge infrastructure

1990 2030

$1.1 trillion1

$7.3 trillion2

V
a

lu
e

 C
a

p
tu

re
d

Source: Fundstrat, Fabric Ventures Inspired, (1) Internet companies market cap as of 2000, (2) Big Tech market cap as of 8/25/2020

Technology Disruption
Platforms For The Next Era Of The Web
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Absorbs Healthcare

Absorbs Media

Absorbs Retail

Absorbs Financials

2.4x rise from 

2015 to 2020 

vs. S&P 500

Source: Fundstrat, Bloomberg

Technology Disruption
Big Tech Has Been Growing By Absorbing Legacy Industries 
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Absorbs Healthtech

Absorbs E-commerce

Absorbs Gaming

Absorbs FinTech

30x rise from 

2015 to 2020

vs. FAAMG

Source: Fundstrat, Bloomberg, Coinmarketcap,  Coinmetrics

Technology Disruption
Early Innings Of Crypto Tech Absorbing Big Tech
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Crypto Market Cap vs. Users

Source: Fundstrat, Internet World Stats, Cambridge University, Coinmetrics, Coinmarketcap

Crypto Users
Internet Users

Size=
Per User
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Technology Disruption
Crypto Users Tracking Internet Growth & Value Following

Global Internet & Crypto Users
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Companies Platforms Networks

Source: Fundstrat
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Open

Asset Light 

Automation Intensive

Innovation Advantage

Stakeholder Capitalism 

Community Governance 

Closed

Asset Heavy 

Labor Intensive

IP/Data Advantage

Shareholder Capitalism 

Management Governance 

Technology Disruption
Next Generation Organizational Tech Business Models
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4. Value Creation:

• Shopping benefits such as 

time saving, cheaper prices, 

more selections, 

recommendations, etc.

3. Value Capture:

• Commissions (30%) and data 

targeting revenue

• E-commerce: 10% of U.S. retail 

sales/Amazon: 43% market 

share/3rd party Sellers: 50% of 

Amazon e-commerce

• 2017 US commission: $41.8 

billion; Adv Rev: $3 billion; 

2018 Premium Data Service 

Rev $18 billion

2. Value Creation:

• Get access to one of the world’s 

largest E-commerce markets

• Get better demand forecast

• Logistics consulting & 

management services

• Other data targeting services
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Source: Fundstrat, Bureau of Economic Analysis (BEA) 

1. Data:

• Clickstreams, purchases, 

reviews, and locations

• Over 100 million Prime 

users

Consumers
Third-party 

Sellers

4. Value Creation:

• Time saving, discount rates, 

lower transaction costs, 

package offers, more 

selections, 

recommendations, reviews, 

etc.

3. Value Capture:

• Commissions/shared 

revenues (15%) and data 

targeting services revenues

• 2017 US $11.8 billion 

(reservation sales); over 1.5 

million rooms reserved per 

night

• Advertising & other revenues 

<7% of total sales

2. Value Creation:

• Pricing strategy, demand 

forecast, access to world’s 

largest online travel markets, 

other data targeting services

• Reduce inventory of highly 

perishable goods or monetize 

underutilized rooms

1. Data:

• Clickstreams, purchases, 

reviews, and locations

• 28.9 million listed properties

• 137,791 destinations

• 229 countries

Consumers

Hotels, Private 

Properties, 

Rental Cars, 

Cruises, etc.

4. Value Creation:

• Job search, online courses, 

and networking 

opportunities

3. Value Capture:

• Commissions, targeted 

advertising revenue, and other 

data targeting revenue

• Most revenue comes from 

selling access to its member 

data

• 2015 revenue: $2.99 billion

• 2016 Microsoft purchased 

LinkedIn for $26.4 billion

2. Value Creation:

• Cheaper hiring and search costs, 

marketing

1. Data:

• Clickstreams, social 

networks, work preference

• 500 million users and 

43,000 corporate accounts 

over 200 countries

Individuals

Third-party 

Sellers, 

Corporations, 

Small Businesses

4. Value Creation:

• Free, convenient, and 

relevant way to get 

information

3. Value Capture:

• Commissions, data targeting 

services revenues/over 4 

million google advertisers/the 

world’s most popular website

• In 2017 advertising revenue 

$95.4 billion; Booking Holdings 

spent $3 billion

2. Value Creation:

• Google Analytics – data targeting 

services

• Access to a large user base

• Advertisers: increase ROI due to 

targeted ads; Content Providers: 

monetize their content

1. Data:

• Search terms, revealed 

preferences, browsing 

behaviors, clickstreams, 

locations, demographics, etc.

Individuals
Advertisers, 

Content 

Providers

4. Value Creation:

• Help consumers get 

cheaper loans

• Easier and flexible payment 

methods

• Faster credit solutions

3. Value Capture:

• Commissions and interest 

revenue, advertising revenue, 

and other data targeting 

revenues

• 2017 estimated net profit from 

Alipay: $1 billion (54% market 

share in China)

2. Value Creation:

• Cheaper credit ranking/risk 

management, and data targeting

• Helps banks reach customers 

with no credit history

• Targeting demand and credit 

score services to vendors such 

as hotels

1. Data:

• Clickstreams, daily 

consumption & lending 

behaviors, locations, and 

bank account info

• 870 million active users 

globally (mainly China)

• Over 200 banks, 60 

insurance companies, and 

70,000 stores

Third-party Sellers, 

Banks, Institutional 

Investors, Asset 

Managers, Charities

4. Value Creation:

• Cheaper and more choices 

– new and second hand, 

special collections

3. Value Capture:

• Commissions, targeted ad 

revenue, and other data 

targeting services revenue

• eBay Analytics: 5,000 data 

analysts

2. Value Creation:

• Marketing, donations, offer 

special sales channel; data 

targeting services

1. Data:

• Clickstreams, bidding and 

payment histories

• 175 million active users in 

over 30 countries

Consumers, 

Third-party 

Sellers, Charities, 

Governments

Consumers,

Micro-

businesses

Consumers, 

Businesses

E-commerce Online Sharing FinTech

Social Network Online Search Online Marketplace

Technology Disruption
Data-Based Platform Company Business Model Being Disrupted
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Source: Fundstrat, Twitter, Facebook, CNBC, PayPal

Technology Disruption
Leading Fintech & Big Tech Platforms Moving Into Crypto 

2019 

Internet

2020

Fintech
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Since 1970, interest rates 

have generally been falling…
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But the Financial sector 

has grown despite this…

Banking value capture 

is 6% of all GDP.

The average person 

spends almost a 

month per year (~3.5 

weeks) to pay for 

“right to use” financial 

system. 

Facebook rev per user 

(ad sales) ~$25 per 

year.  For banks, $860-

$1,000 annually

(global).

Source: Fundstrat, Bloomberg

Technology Disruption
DLT’s Lowering Banking Costs & Reshaping Financial Sector
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Source: Fundstrat, Bain Capital Ventures Inspired

Internet

Intelligence

Connectivity

Ubiquity

Value Exchange

Cloud

Mobile

Financial

Decentralization Trust

IPO 1995 Founded 2004

Founded 1999 Launch 2006

Launch 2007 IPO 2019

Founded 2006 Launched 2021

Launch 2009

1990 2000 2010 2020

Technology Disruption
The New Technology Stack
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Source: Fundstrat

Fintech 2.0 DeFi 3.0

Trust-Based

Software

Financial System 

Costs

Accessibility

Accessibility

Banking 1.0

Trust-Based

Software

Financial System 

Costs

Accessibility

Trust-Based

Software

Financial System 

Costs

Accessibility

Technology Disruption
As Fintech Eats Finance, Crypto Is About To Eat Fintech
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Source: Fundstrat, PayPal, Date: 2011 (2020A: PayPal Q2 Annualized, Crypto Q3 Annualized)
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Technology Disruption
Bitcoin payments 3x larger, 99% cheaper & growing 12x faster vs. 
PayPal
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Source: Fundstrat

Search

C
o
n
n
ec
ti
vi
ty

Travel

Mobile

Shopping

Crypto

Social

Tech First TechFin Second

Fintech First TechFin Second

Launched
2006
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Technology Disruption
Fintech Natively Integrated As First But Not Last Crypto Killer App
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Source: Fundstrat, Financial Times, Octoplus Media, iResearch, Bloomberg, Cambridge Global Crypto Benchmarking Study 2018
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Technology Disruption
Crypto ”currencies” Are Alipay & WeChat Pay Internet Economies 2.0
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Decentralized

Centralized

Client Server
1980s

Mainframes
1960s

Cloud-Mobile
2000s

Edge-Blockchain
2020s

IBM produced large 

computer systems for 

commercial use. These 

room-sized machines 

required a lot of space  

The Apple Computer 1 was 

released in 1976 and the 

IBM Personal Computer 

was launched in 1981

The top four cloud service 

providers (AWS, Microsoft 

Azure, Google Cloud, 

Alibaba Cloud) possess 

57.6% market share

Blockchain allows a distributed 

networks of computers to form 

agreement on database state 

and become a virtual machine

Source: Fundstrat

Technology Disruption
Blockchain DLT Networks Advance Cloud Computing
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$45
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$217
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2014

$1,000

$53

2020

Client Server to Cloud
Market Cap in Billions

Mainframe to Client Server
Market Cap in Billions

Cloud to Blockchain
Market Cap(1) in Billions 

Mainframe Client Server Client Server Cloud Cloud Blockchain

Cloud shift is still underway 

but blockchain computing is 

already seeing share growth

Source: Fundstrat, Salesforce, Bessemer Cloud Report 2020, (1) 2020 Blockchain Market Cap represents FS Crypto Platform Index Market Cap; 2014 Blockchain Market Cap represents total crypto market cap, Coinmarketcap.

Technology Disruption
Cloud to Blockchain Platform & Value Shift Underway
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Source: Fundstrat

Businesses

Application

Big Tech 

App Example

Crypto 

DApp Example

Digital Media 
Publishing

Messaging 

Online Games

Search Advertising

Content Distribution

E-Commerce
App Store

Marketplaces

Cloud Services 
Developer Training

Software Tooling

Cloud Infrastructure

Fintech Services
Digital Wallet

Digital Payments

Saving & Investing

Borrowing & Lending 

Digital Insurance

Technology Disruption
Crypto App Ecosystems Forming That Resemble Global Tech Giants
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FAAMG
Segment Revenue Segment Revenue Segment Revenue Segment Revenue Segment Revenue

Advertising 73,284 Services (Apps, Music, 

Maps, Cloud, etc.)
52,624 AWS Cloud 43,232 Server & Cloud Services 36,768 Google Advertising 119,468

3rd-Party Seller Services 72,780 Office & Cloud Services 33,864 Google Cloud 12,028

Subscription Services 24,072 Windows 21,412

Other (Advertising) 16,884 Gaming 10,168

Advertising 7,964

LinkedIn 7,636

Combined 73,284 Combined 52,624 Combined 156,968 Combined 117,812 Combined 131,496 Combined 532,184

Share% 98% Share% 22% Share% 44% Share% 89% Share% 86% Share% 56%

Other 1,464 Products (iPhone, iPad, 

etc.)

186,116 Online Stores 183,584 Enterprise Services 6,180 Google Other 20,496

Physical Stores 3,774 Devices 4,808 Hedging gains 604

Other 3,420 Other Bets 592

Combined 1,464 Combined 186,116 Combined 198,680 Combined 14,408 Combined 21,692 Combined 422,360

Share% 2% Share% 78% Share% 56% Share% 11% Share% 14% Share% 44%

Total Revenue 74,748 Total Revenue 238,740 Total Revenue 355,648 Total Revenue 132,220 Total Revenue 153,188 Total Revenue 954,544

More 

Likely

Less 

Likely

Source: Fundstrat, Bloomberg, Estimated Using Q2 2020 Annualized Revenue ($ millions)

Technology Disruption
50%+ FAAMG Revenue or ~$500B May Be Up For Disruption
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Source: Fundstrat, Bloomberg, Bitcoin Charts, Blockchain.info, Cambridge University, Coinmetrics, Coinmarketcap
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Crypto Thesis

Portfolio Strategy 

Bitcoin Outlook 
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5/6/2010

$0.004

P/B: 2.8x

Market View: Fourth Bull Market Cycle Still Underway
Bitcoin & Crypto Outlook Is Positive As Expansion Enters 3rd or 4th 

Innings

Source: Fundstrat, Bloomberg, Bitcoin Charts, Coinmetrics, Coinmarketcap

12/4/2013

$1,135

P/B: 58.9x

6/8/2011

$29.03

P/B: 40.6x

12/16/2017

$19,640

P/B: 68.1x

1/14/2015

$175.64

P/B: 2.1x

11/18/2011

$2.11

P/B: 1.0x

11/16/2020

$17,700

P/B: 16.3x

12/15/2018

$3,185

P/B: 5.1x

725,648%

11,059%

-85%

53,688%

-93%

415%

-84%

For Exclusive Use of FSInsight Clients Only Slide  177



Nov 19, 2020

2.8x

40.6x

1.0x

58.9x

2.1x

68.1x

5.1x

0x

10x

20x

30x

40x

50x

60x

70x

80x

$5,000

$30,000

$180,000

$1,080,000

$6,480,000

$38,880,000

$233,280,000

$1,399,680,000

$8,398,080,000

$50,388,480,000

$302,330,880,000

1/1/20

10

2/10/2

010

3/22/2

010

5/1/20

10

6/10/2

010

7/20/2

010

8/29/2

010

10/8/2

010

11/17/

2010

12/27/

2010

2/5/20

11

3/17/2

011

4/26/2

011

6/5/20

11

7/15/2

011

8/24/2

011

10/3/2

011

11/12/

2011

12/22/

2011

1/31/2

012

3/11/2

012

4/20/2

012

5/30/2

012

7/9/20

12

8/18/2

012

9/27/2

012

11/6/2

012

12/16/

2012

1/25/2

013

3/6/20

13

4/15/2

013

5/25/2

013

7/4/20

13

8/13/2

013

9/22/2

013

11/1/2

013

12/11/

2013

1/20/2

014

3/1/20

14

4/10/2

014

5/20/2

014

6/29/2

014

8/8/20

14

9/17/2

014

10/27/

2014

12/6/2

014

1/15/2

015

2/24/2

015

4/5/20

15

5/15/2

015

6/24/2

015

8/3/20

15

9/12/2

015

10/22/

2015

12/1/2

015

1/10/2

016

2/19/2

016

3/30/2

016

5/9/20

16

6/18/2

016

7/28/2

016

9/6/20

16

10/16/

2016

11/25/

2016

1/4/20

17

2/13/2

017

3/25/2

017

5/4/20

17

6/13/2

017

7/23/2

017

9/1/20

17

10/11/

2017

11/20/

2017

12/30/

2017

2/8/20

18

3/20/2

018

4/29/2

018

6/8/20

18

7/18/2

018

8/27/2

018

10/6/2

018

11/15/

2018

12/25/

2018

2/3/20

19

3/15/2

019

4/24/2

019

6/3/20

19

7/13/2

019

8/22/2

019

10/1/2

019

11/10/

2019

12/20/

2019

1/29/2

020

3/9/20

20

4/18/2

020

5/28/2

020

7/7/20

20

8/16/2

020

9/25/2

020

11/4/2

020

Bitcoin Market Cap Grider Crypto Book Value (Lifetime Mining Revenue) Grider Price to Book Multiple

Inflection Points: Valuations Have Room For Continued Expansion
Crypto EM Boom & Bust Cycles Gauged By Grider Price to Book 
Multiples

Cheap

Expensive
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$20.2B

Expensive

Cheap
Cheap Cheap

Expensive

BTC more attractive 

today than Aug. 2019 

despite higher prices 
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Source: Fundstrat, Bloomberg, Bitcoin Charts, Coinmetrics, Coinmarketcap
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Return Dynamics: P/B Multiples Influence Forward Returns
Valuations Under +1 Std. Dev. Historically Have Room to Increase

Source: Fundstrat, Bloomberg, Coinmetrics, Coinmarketcap

Grider P/B Multiple (RHS)6M Forward Return (LHS)

Multiple Band P/B

+2 Std. Dev. 26.1x

+1 Std. Dev. 17.8x

Current P/B 16.3x

10 Yr. Avg. 9.4x

-1 Std. Dev. 1.0x

Cycle 1 Top 

+1 Std. Dev. 

Cycle 2 Top 

+2 Std. Dev. 

Cycle 4 Under

1 Std. Dev. 

Cycle 3 Top 

+2 Std. Dev. 
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Risk & Reward: Returns Have Been Strong From Current Levels
3M, 6M & 1Y Returns From Today’s 16x P/B Have Been 55%, 196% & 
152%

Source: Fundstrat, Bloomberg, Coinmetrics, JP Morgan Asset Management: Guide to the Markets 

S&P 500 Forward P/E Ratio & 

1Y Return R2: 8%; 5Y R2: 44%

Grider Crypto P/B Ratio & 3M, 

6M, 1Y Fwd. Return R2 Higher

For Exclusive Use of FSInsight Clients Only Slide  180



Nov 19, 2020

0x

10x

20x

30x

40x

50x

60x

70x

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Grider Price to  Book Multiple

-10%

0%

10%

20%

30%

40%

Major Central Bank Assets (YoY%)

Macro Tailwinds: More Liquidity, Weaker Dollar, Higher Valuations
Cycle Prices Rise As Monetary Backdrop Becomes More 
Accommodative 

Source: Fundstrat, Bloomberg, Coinmetrics, Coinmarketcap

$70

$75

$80

$85

$90

$95

$100

$105

Dollar Index DYX (Inverted)
Weaker 

Dollar

Weaker 

Dollar

Weaker 

Dollar

Weaker 

Dollar

Higher 

Valuations

Higher 

Valuations

Higher 

Valuations

Higher 

Valuations

More 

Liquidity

More 

Liquidity

More 

Liquidity
More 

Liquidity

For Exclusive Use of FSInsight Clients Only Slide  181



Nov 19, 2020For Exclusive Use of FSInsight Clients Only

FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020E FY 2021E

Market Data

Price (YE) $0.001 $0.30 $4.71 $13.5 $730 $321 $430 $969 $13,921 $3,687 $7,167 $16,500 $25,009

Return (YoY) n/a 39171% 1471% 187% 5286% -56% 34% 126% 1337% -74% 94% 130% 52%

Market Cap ($M) $0.001 $1.51 $37.72 $143.77 $8,901 $4,384 $6,458 $15,577 $233,524 $64,362 $129,970 $306,662 $473,018

Change (YoY) n/a 121254% 2405% 281% 6091% -51% 47% 141% 1399% -72% 102% 136% 54%

Supply Out (M) 1.62 5.02 8.00 10.61 12.20 13.67 15.03 16.08 16.77 17.46 18.13 18.59 18.91 

Dilution (YoY) n/a 209% 59% 33% 15% 12% 10% 7% 4% 4% 4% 2% 2%

Financial Metrics

Total Payment Volume ($M) $0.000 $1.998 $2,510 $8,810 $81,361 $115,074 $149,167 $462,617 $2,763,896 $2,117,775 $1,887,381 $1,973,881 $4,934,703

Change (YoY) n/a 942540% 125481% 251% 823% 41% 30% 210% 497% -23% -11% 5% 150%

Transaction Fee Revenue ($M) $0.000 $0.000 $0.03 $0.06 $2.13 $2.46 $2.30 $13.2 $502 $336 $155 $197 $493

Change (YoY) n/a n/a 889381% 110% 3277% 16% -7% 475% 3698% -33% -54% 27% 150%

Payment Processing Costs ($M) $0.233 $18 $21 $306 $782 $373 $558 $2,882 $5,150 $5,020 $4,117 $6,570

Change (YoY) n/a n/a 7438% 20% 1353% 156% -52% 50% 416% 79% -3% -18% 60%

Grider Crypto Book Value ($M) $0.001 $0.23 $17.85 $39.0 $347 $1,132 $1,507 $2,079 $5,463 $10,949 $16,124 $20,438 $27,501

Change (YoY) n/a 18799% 7511% 118% 791% 226% 33% 38% 163% 100% 47% 27% 35%

Book Value Per Share ($M) $0.001 $0.047 $2.23 $3.7 $28.5 $82.8 $100 $129 $326 $627 $889 $1,100 $1,454

Change (YoY) n/a 6016% 4675% 65% 675% 191% 21% 29% 152% 93% 42% 24% 32%

Key Performance Indicators

Transaction Take Rate% n/a n/a 0.001% 0.001% 0.003% 0.002% 0.002% 0.003% 0.018% 0.016% 0.008% 0.010% 0.010%

Change (YoY) n/a n/a n/a -40% 266% -18% -28% 85% 536% -13% -48% 21% 0%

Active Crypto Users (M) n/a n/a 0.0004 0.07 0.9 2.7 5.3 10.7 21.5 31.9 44.5 106 201 

Change (YoY) n/a n/a n/a n/a n/a 205% 97% 100% 101% 48% 40% 138% 90%

Average Revenue Per User (ARPU) n/a n/a n/a n/a $2.39 $0.91 $0.43 $1.24 $23.34 $10.52 $3.49 $1.86 $2.45

Change (YoY) n/a n/a n/a n/a n/a -62% -53% 188% 1788% -55% -67% -47% 32%

Customer Acquisition Cost (CAC) n/a n/a n/a n/a $345 $429 $142 $104 $267 $495 $398 $67 $46

Change (YoY) n/a n/a n/a n/a n/a 25% -67% -26% 155% 86% -20% -83% -31%

Valuation Metrics

Value Per User (VPU) n/a n/a n/a $2,034 $10,021 $1,617 $1,208 $1,457 $10,858 $2,017 $2,920 $2,892 $2,348

Price to Book (P/B) n/a 6.4x 2.1x 3.7x 25.6x 3.9x 4.3x 7.5x 42.7x 5.9x 8.1x 15.0x 17.2x

Bitcoin Forecast: Issuing FY-2021 Fundamental Economic 
EstimatesExpecting Book Value Per Coin of $1,100 for FY-20E and $1,454 for FY-
21E

Source: Fundstrat, Bloomberg, Blockchain.info, Cambridge University, Coinmetrics, Coinmarketcap, 1) Ark Invest 
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Updated Outlook: Prior vs. FY-2021 Estimates & Forecast: $25K
Bitcoin Has Meet Our FY-2020E While Our FY-2021E Imply Further 
Upside

Source: Fundstrat, Bloomberg, Coinmetrics, Coinmarketcap

Actual vs. Actual Current vs. FY-2020E FY-2020E vs. FY-2021E Current vs. FY-2021E

Prior 

Revision 

(5/14/20)

Current  

(11/18/20) Delta Current

FY-20E

(5/14/20) Delta FY-20E FY-21E Delta Current FY-21E Delta

Crypto Book Value Per Coin $987 $1,087 10% $1,087 $1,100 1% $1,100 $1,454 32% $1,089 $1,454 33%

Grider Price to Book Multiple 9.9x 16.3x 64% 16.3x 15.0x -8% 15.0x 17.2x 15% 16.3x 17.2x 12%

Bitcoin (BTC) Price Target $9,801 $17,700 81% $17,700 $16,500 -7% $16,500 $25,009 52% $17,700 $25,000 41%
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Source: Fundstrat, Bloomberg, Coinmetrics, Coinmarketcap, CoinMarketBook, Date: 11/18/2020

Flows & Liquidity: $4.3B Demand & 35x Multiplier = Bitcoin $25K
Description

Bitcoin (BTC) Order Book Data Bitcoin (BTC) Implied Price 

Bitcoin Price a $17,763.21 Hypothetical Demand ($B)

BTC Supply b 18,546,234 $1B $2B $3B $4B $5B $6B $7B $8B $9B $10B

Market Cap a*b=c $329,440,648,264 

C
a
p

it
a
l 
F

lo
w

 M
u

lt
ip

lie
r

10x $18,302 $18,842 $19,381 $19,920 $20,459 $20,998 $21,538 $22,077 $22,616 $23,155

20x $18,842 $19,920 $20,998 $22,077 $23,155 $24,234 $25,312 $26,390 $27,469 $28,547

Bids 10% Below Price d $190,571,566 30x $19,381 $20,998 $22,616 $24,234 $25,851 $27,469 $29,086 $30,704 $32,321 $33,939

Price 10% Lower a*0.9=e $15,987 40x $19,920 $22,077 $24,234 $26,390 $28,547 $30,704 $32,861 $35,017 $37,174 $39,331

50x $20,459 $23,155 $25,851 $28,547 $31,243 $33,939 $36,635 $39,331 $42,027 $44,723

Market Cap 10% Lower b*e=f $296,496,583,437 60x $20,998 $24,234 $27,469 $30,704 $33,939 $37,174 $40,409 $43,644 $46,880 $50,115

Value Change f-c=g -$32,944,064,826 70x $21,538 $25,312 $29,086 $32,861 $36,635 $40,409 $44,184 $47,958 $51,732 $55,507

80x $22,077 $26,390 $30,704 $35,017 $39,331 $43,644 $47,958 $52,272 $56,585 $60,899

Gross Multiplier d/g=h -173x 90x $22,616 $27,469 $32,321 $37,174 $42,027 $46,880 $51,732 $56,585 $61,438 $66,291

Multiplier Haircut I 80% 100x $23,155 $28,547 $33,939 $39,331 $44,723 $50,115 $55,507 $60,899 $66,291 $71,683

Capital Flow Multiplier h*i=j -35x

Bitcoin (BTC) Implied Return

Hypothetical Buy Capital Flow Scenario Hypothetical Demand ($B)

Stable Coin Market Cap K $21,762,857,434 $1B $2B $3B $4B $5B $6B $7B $8B $9B $10B

Share Flows to Bitcoin% L 20%

C
a
p

it
a
l 
F
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w
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u
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ip
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r

10x 3% 6% 9% 12% 15% 18% 21% 24% 27% 30%

Bitcoin Capital Flows k*l=m $4,352,571,487 20x 6% 12% 18% 24% 30% 36% 42% 49% 55% 61%

30x 9% 18% 27% 36% 46% 55% 64% 73% 82% 91%

Capital Flow Multiplier j=n 35x 40x 12% 24% 36% 49% 61% 73% 85% 97% 109% 121%

Bitcoin Market Cap Change m*n=o $150,485,615,701 50x 15% 30% 46% 61% 76% 91% 106% 121% 137% 152%

Implied Bitcoin Market Cap c+o=p $479,926,263,964 60x 18% 36% 55% 73% 91% 109% 127% 146% 164% 182%

70x 21% 42% 64% 85% 106% 127% 149% 170% 191% 212%

80x 24% 49% 73% 97% 121% 146% 170% 194% 219% 243%

Implied Bitcoin Price p/b=q $25,877 90x 27% 55% 82% 109% 137% 164% 191% 219% 246% 273%

Implied Return q/a-1=r 46% 100x 30% 61% 91% 121% 152% 182% 212% 243% 273% 304%
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Source: Fundstrat, Bloomberg, Coinmetrics, Coinmarketcap

Catalyst: $23B Crypto-Ready Dry-Powder On Sidelines
Stablecoin Dollars On Rapid Rise As BTC Exchange Balances Fall 
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Crypto Thesis

Portfolio Strategy 

Bitcoin Outlook 
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Thematic (3-5Y): Maintaining 1-2% Crypto Asset Exposure
Bitcoin Outperformed Global Assets 9 of 11 Years & Upside Remains

FY-2010 FY-2011 FY-2012 FY-2013 FY-2014 FY-2015 FY-2016 FY-2017 FY-2018 FY-2019 YTD 2020
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Source: Fundstrat, Bloomberg, UpdataSource: Fundstrat, Bloomberg, Coinmetrics, Coinmarketcap
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Tactical View (6-12M): Recommending 1.5% Active Crypto Exposure
Mid-Cycle Allocation: Meaningful Exposure But Dry Powder For 
Pullbacks 
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Ratio 5-yr Portfolio Performance Metrics

Portfolio

Stocks / Bonds / 

Bitcoin

Return 

CAGR

Annualized 

Volatility

Sharpe 

Ratio

Maximum 

Drawdown

Aggressive 58% / 40% / 2% 11.04% 10.83% 83% (20.9%)

Moderate 58.5% / 40% / 1.5% 10.51% 10.79% 78% (20.9%)

Conservative 59% / 40% / 1% 9.98% 10.78% 73% (20.9%)

Typical 60% / 40% / 0% 8.91% 10.81% 63% (20.9%)
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Bitcoin Target: Current Price Target: $25,000
BTC Rallied 3x Since Our Initial Target But New Target Offers 40% 
Upside

Source: Fundstrat, Bloomberg, Coinmarketcap
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Source: Fundstrat

Asset Selection
Remain OW ETH, UW BNB & Shift XRP UW to MW
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Source: Fundstrat, Bloomberg, Coinmetrics, Coinmarketcap, CoinMarketBook

Trading (3-6M): Flows Matter More Than Fundamentals After BTC 
ATH
Flows From A 10% Bitcoin Sell-Off Could Move Top Alts ~30-500%

# Asset 

Market 

Capitalization

Bids 10% 

Below Price 

Market Cap 

10% Lower

Value 

Change 

Gross 

Multiplier

1 Bitcoin $329,461,268,873 $190,571,566 $296,515,141,986 -$32,946,126,887 -173x

2 Ethereum $54,307,613,315 $65,359,947 $48,876,851,984 -$5,430,761,332 -83x

3 XRP $13,292,546,131 $20,733,256 $11,963,291,518 -$1,329,254,613 -64x

4 Chainlink $5,274,435,503 $13,117,915 $4,746,991,953 -$527,443,550 -40x

5 Litecoin $4,850,173,981 $26,474,099 $4,365,156,583 -$485,017,398 -18x

6 Bitcoin Cash $4,596,979,616 $8,432,104 $4,137,281,654 -$459,697,962 -55x

7 Polkadot $4,094,497,988 $3,882,414 $3,685,048,189 -$409,449,799 -105x

8 Binance Coin $4,041,572,787 $6,433,477 $3,637,415,508 -$404,157,279 -63x

9 Cardano $3,297,223,441 $8,362,154 $2,967,501,097 -$329,722,344 -39x

10 Bitcoin SV $2,995,976,338 $7,756,746 $2,696,378,704 -$299,597,634 -39x

# Asset 

Market 

Capitalization

Gross 

Multiplier

Bitcoin 10% 

Value Shift

Altcoin 

Value Change

Altcoin 

Market Cap

Value

Change%

2 Ethereum $54,307,613,315 83x $190,571,566 $15,834,601,144 $70,142,214,459 29%

3 XRP $13,292,546,131 64x $190,571,566 $12,217,961,966 $25,510,508,097 92%

4 Chainlink $5,274,435,503 40x $190,571,566 $7,662,478,630 $12,936,914,133 145%

5 Litecoin $4,850,173,981 18x $190,571,566 $3,491,356,782 $8,341,530,763 72%

6 Bitcoin Cash $4,596,979,616 55x $190,571,566 $10,389,501,888 $14,986,481,504 226%

7 Polkadot $4,094,497,988 105x $190,571,566 $20,098,188,744 $24,192,686,732 491%

8 Binance Coin $4,041,572,787 63x $190,571,566 $11,971,891,018 $16,013,463,805 296%

9 Cardano $3,297,223,441 39x $190,571,566 $7,514,296,372 $10,811,519,813 228%

10 Bitcoin SV $2,995,976,338 39x $190,571,566 $7,360,662,608 $10,356,638,946 246%
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Bitcoin & Altcoins
Altcoin’s Have Outperform After Bitcoin Breaks ATHs
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Source: Fundstrat, Bloomberg, Coinmetrics, Coinmarketcap
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Name Ticker Price Market Cap
52W Range 

(High - Low)

Avg. Daily Volume       

(10 day)
7D Return P/B Ratio

Mining Companies

Canaan CAN $2.7 $520,307,407 $13 - $1.8 $15,848,781 9.9% 78.9x

Ebang International Holdings EBON $7.4 $1,032,508,208 $15 - $3.8 $5,463,736 -10.4% 47.2x

Marathon Patent Group MARA $2.4 $130,558,286 $5.3 - $0.4 $24,348,056 -0.8% 2.7x

Hive Blockchain HVBTF $0.4 $138,268,226 $0.5 - $0.1 $549,198 -3.8% -

Hut8 Mining HUT $1.2 $114,144,142 $2.1 - $0.5 $755,399 -8.6% 2.8x

Riot Blockchain RIOT $4.0 $208,801,401 $4.6 - $0.5 $28,020,723 9.0% 3.3x

TAAL Distributed Information Technologies TAAL $1.5 $37,974,054 $3.7 - $1 $35,537 -7.8% 1.4x

Investment Vehicles 

Grayscale Bitcoin Trust GBTC $18.0 $10,026,280,273 $18.9 - $5 $175,194,218 2.4% 1.2x

Grayscale Bitcoin Cash Trust BCHG $14.9 $293,513,367 $34 - $4.1 $1,218,254 -13.1% 6.2x

Grayscale Digital Large Cap Fund GDLC $13.3 $200,643,341 $37.6 - $3.5 $1,135,361 -14.8% 1.4x

Grayscale Ethereum Trust ETHE $63.6 $1,773,874,268 $259.5 - $24.1 $11,393,278 5.5% 1.5x

Grayscale Ethereum Classic Trust ETCG $5.5 $80,704,002 $23.8 - $4.7 $900,104 -4.8% 1.2x

Grayscale Litecoin Trust LTCN $145.0 $1,490,426,392 $190 - $23 $760,896 98.6% 24.4x

The Bitcoin Fund QBTC.U $21.5 $203,857,178 $23.2 - $10 $4,345,242 -0.1% 1.1x

Bitwise 10 Crypto Index Fund

Bitwise Bitcoin Fund

Financial Services/Other

Galaxy Digital BRPHF $4.3 $1,434,494,799 $4.9 - $0.4 $1,041,506 8.0% -

Overstock.com OSTK $54.5 $2,237,898,573 $128.5 - $2.5 $222,170,218 -19.0% 6.3x

MicroStrategy MSTR $192.3 $1,889,817,067 $204.4 - $90 $31,549,747 3.6% 4.9x

Silvergate Capital SI $28.3 $531,634,068 $29.8 - $7.6 $7,772,129 2.7% 1.9x

Square SQ $177.2 $80,789,837,088 $201.3 - $32.3 $2,183,468,946 -10.5% 38.9x

Crypto Stock Exposure
Publicly Traded Equities Offering Crypto Beta

Source: Fundstrat, Bloomberg
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▪ Active Crypto Users: Estimated users based on the greater of Blockchain.info Bitcoin wallets or the lower bound of crypto users estimated by 

Cambridge University. 

▪ Average Revenue Per User: Annual transaction fee revenue divided by the number Active Crypto Users.

▪ Bitcoin: the most popular blockchain cryptocurrency, has been evolving into a store of value, while another popular blockchain cryptocurrency, 

Ethereum, is developing use cases in areas such as decentralized applications, smart contracts and token issuance

▪ Blockchain: a distributed database existing on multiple computers at the same time. It is constantly growing as new sets of recordings, or 'blocks', are 

added to it. Each block contains a series of transactions or other information, a timestamp and a link to the previous block,and a cryptographic hash or 

signature. Any change to a block changes the signature, which affects the header field for the next and subsequent blocks. Thus, any altered block is 

immediately identifiable, making the blockchain immutable. 

▪ Consensus: the process by which all of the computers reconcile their version of the database and come to an agreement as to which entries to add 

into their database in the latest block, and to discard their block and replace it with the one a minimum percentage of other computers (typically 51%-

67%) all agree is the valid block. 

▪ Customer Acquisition Cost: Number of new Active Crypto Users divided by the Payment Processing Cost during period. 

▪ Distributed Ledger: a more general version of a blockchain, and encompasses other constructs, as long as the ledger is independently replicated 

across multiple computers with no single computer acting as the source of data in the ledger.

▪ Grider Crypto Book Value: The sum USD value of all miner revenue (transaction fees plus newly issued block rewards or Payment Processing 

Costs) for all time from genesis up to the end of that interval. The methodology expanded on the Hayes mining model, which looks at the current costs, 

and instead tracked the cumulative or aggregate lifetime costs. The model was first developed in December of 2017 and made public in January 2018 

by David Grider in the following linked report on page 9 and 13 described as Cryptocurrency Mining Store of Value Model and methodology later more 

fully detailed in the following linked report. 

▪ Grider Book Value Per Share: The Grider Crypto Book Value divided by the number of native crypto assets outstanding. 

▪ Grider Crypto Book Value Multiple: The market capitalization (price times number of assets outstanding) divided by the Grider Crypto Book Value. 

▪ Major Central Banks: Collectively, the Federal Reserve (FED), European Central Bank (ECB), Bank of Japan (BOJ) and the Peoples Bank of China 

(PBOC)

▪ Mining: the process by which Bitcoin or other token “Miners” process and validate transactions, with the first miner to solve a cryptographic puzzle 

validating the block and receiving a reward (currently 6.25 bitcoin each); other miners have to then replicate the result to confirm and move on to the 

next block. 

▪ Payment Processing Costs: Value of all newly issued Bitcoin paid to miners as block rewards which dilute (inflate) the existing supply, and which we 

view as similar to stock compensation and classify as an expense to network stakeholders.  

▪ Total Take Rate: The total transaction fee revenue (USD) divided by the total transaction value (USD) sent during the period.

https://aenigma.capital/files/aenigma_halo_valuation.pdf
https://aenigma.capital/wp-content/uploads/Aenigma-Capital-Store-of-Value-Report-12.13.2018.pdf


Nov 19, 2020

This research is for the clients of FSInsight only. For important disclosures and rating histories regarding sectors or companies that are the subject of this report, please contact your sales representative or 
FSInsight at 150 East 52nd Street, New York, NY, 10022 USA.

Analyst Certification (Reg AC)

David Grider, the research analyst denoted by an “AC” on the cover of this report, hereby certifies that all of the views expressed in this report accurately reflect his personal views, which have not been 
influenced by considerations of the firm’s business or client relationships.  

Neither I, nor a member of my household is an officer, director, or advisory board member of the issuer(s) or has another significant affiliation with the issuer(s) that is/are the subject of this research 
report. There is a possibility that we will from time to time have long or short positions in, and buy or sell, the securities or derivatives, if any, referred to in this research

Conflicts of Interest

This research contains the views, opinions and recommendations of FSInsight. As of the time of writing and publication of this presentation, FSInsight does not know of, or have reason to know of any 
material conflicts of interest at the time of the publication of this presentation. The Company has no contractual relationship, nor have we received any compensation from any of the companies listed in 
this research report.

Analyst Industry/Sector Views

Positive (+): The analyst expects the performance of his industry/sector coverage universe over the next 6-18 months to be attractive vs. the relevant broad market benchmark, being the S&P 500 for 
North America.

Neutral (N): The analyst expects the performance of his or her industry/sector coverage universe over the next 6-18 months to be in line with the relevant broad market benchmark, being the S&P 500 for 
North America.

Negative (-): The analyst expects his or her industry coverage universe over the next 6-18 months to underperform vs. the relevant broad market benchmark, being the S&P 500 for North America.

General Disclosures

FSInsight is an independent research company and is not a registered investment advisor and is not acting as a broker dealer under any federal or state securities laws. FSInsight is a member of IRC 
Securities’ Research Prime Services Platform. IRC Securities is a FINRA registered broker-dealer that is focused on supporting the independent research industry.  Certain personnel of FSInsight (i.e. 
Research Analysts) are registered representatives of IRC Securities, a FINRA member firm registered as a broker-dealer with the Securities and Exchange Commission and certain state securities regulators. 
As registered representatives and independent contractors of IRC Securities, such personnel may receive commissions paid to or shared with IRC Securities for transactions placed by FSInsight clients 
directly with IRC Securities or with securities firms that may share commissions with IRC Securities in accordance with applicable SEC and FINRA requirements. IRC Securities does not distribute the 
research of FSInsight, which is available to select institutional clients that have engaged FSInsight. 

As registered representatives of IRC Securities our analysts must follow IRC Securities’ Written Supervisory Procedures.  Notable compliance policies include (1) prohibition of insider trading or the 
facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4) appropriate use of electronic communications, amongst other compliance related policies.

FSInsight does not have the same conflicts that traditional sell-side research organizations have because FSInsight (1) does not conduct any investment banking activities, (2) does not manage any 
investment funds, and (3) our clients are only institutional investors.

This research is for the clients of FSInsight only. Additional information is available upon request. Information has been obtained from sources believed to be reliable but FSInsight does not warrant its 
completeness or accuracy except with respect to any disclosures relative to FSInsight and the analyst's involvement (if any) with any of the subject companies of the research. All pricing is as of the market 
close for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change without notice. Past performance is not 
indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account
individual client circumstances, risk tolerance, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies. The recipient of this report must 
make its own independent decision regarding any securities or financial instruments mentioned herein. Except in circumstances where FSInsight expressly agrees otherwise in writing, FSInsight is not 
acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice, including within the meaning of Section 15B of the Securities Exchange Act 
of 1934. All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client website, FSInsight.com. Not all research content is 
redistributed to our clients or made available to third-party aggregators or the media. Please contact your sales representative if you would like to receive any of our research publications.

Copyright 2020 FSInsight LLC. All rights reserved. No part of this material may be reprinted, sold or redistributed without the prior written consent of FSInsight LLC. 

For Exclusive Use of FSInsight Clients Only Slide  198

Disclosures


	20201119_STRATEGY_Webinar - FSInsight
	David_Zion_Tax Rates Movin On Up
	Tax Rates
	Today’s Agenda
	Slide Number 3
	Nine Other Reasons Why Taxes Could Head Higher from Here
	Further Limit Tax Deductibility of Net Interest Expense
	Phasing Out Full Expensing
	After-Tax R&D Budget Takes a Hit
	Biden Top Ten List�
	Lots of Potential Tax Rate Losers
	Some Companies Hit Harder than Others
	Tax Rate Estimator (MSFT)
	Minimum Tax Rate on Foreign Profits (aka GILTI)
	GILTI Tax
	Ask Questions about Key Drivers to Fine Tune Tax Rate Estimates
	In Search of Exposure to 15% Minimum Tax on Book Income
	15% Minimum Tax Highly Concentrated
	15% Minimum Tax - Back of the Envelope (AT&T)
	Problems with a Tax on Book Income
	What to Watch Out For
	What People are Missing
	Disclosures
	Slide Number 22

	20201119_STRATEGY_Webinar - FSInsight
	BR P2 - FS Insight
	20201119_STRATEGY_Webinar - FSInsight
	20201119_STRATEGY_Webinar - FSInsight
	20201119_STRATEGY_Webinar - FSInsight
	20201119_STRATEGY_Webinar - FSInsight

