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Those following the domestic equity markets in recent years have undoubtedly heard the term “FANG”
stocks on multiple occasions. This acronym represents four technology-oriented stocks that have dominated
market returns over this most recent market expansion: Facebook, Amazon, Netflix, and Google. Recently,
FANG has been expanded to FANGAM which also includes Apple and Microsoft. While not quite as catchy
as FANG, for purposes of the subsequent discussion, we will use FANGAM to illustrate the significant impact
these stocks have had on the returns of the U.S. equity market over the last four years.
In order to better understand the impact of these specific holdings, some background information on
how market indexes are constructed is necessary. The vast majority of commonly used stock indexes are
weighted according to the underlying constituents’ market capitalization – meaning the larger the total
market value of the company, the greater its weight in the index. Thus, a company like Apple, with a market
capitalization approaching $900 billion, represents the largest stake in most large cap, U.S.-focused equity
indexes, such as the S&P 500 (as of 12/31/17, it was the index’s largest holding). A company’s market
capitalization is calculated by multiplying the number of shares outstanding with the company’s share price.
If the company’s share price increases faster than the index overall, so does its weight in the Index. Let’s
look at this in the context of FANGAM stocks in the S&P 500 Index, a commonly used gauge for the broad
performance of U.S. equity markets.
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Each of the FANGAM stocks’ weight has exhibited a sharp upward trajectory over the last four years, driven
largely by their strong returns. (Data goes back to December 2013, Facebook’s entry into the index.) Over this
short time period, the total weight of these stocks has risen from 8.3% of the index to 13.7%, a nearly 66%
increase. Despite accounting for slightly less 14% of the benchmark, approximately 26% of the index’s returns
have been attributable to these six stocks. Results were particularly glaring during the narrow market of 2015,
when the S&P 500 returned 1.4%, with the FANGAM names contributing 2.4%. In other words, this small group
of stocks made the difference between a 1.4% market gain versus a 1.0% market loss. More recently, the U.S.
equity market concluded 2017 at near record highs, with the S&P 500 delivering its highest returns since 2013.
Again, returns were driven largely by the robust results of the FANGAM names, which contributed 5.2% of the
21.8% return of the Index, accounting for 24% of the gains.
FANGAM Performance (December 2013 – December 2017)
Name
Facebook Inc A
Amazon.com Inc
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FANGAM’s impressive stock returns have been driven by a number of different factors. Positive fundamentals,
scarcity of growth in the economy, and increasing market sentiment are among the reasons that these names
have shown such strength. While these drivers may appear obvious in hindsight, the decision to own these
stocks has varied across active investment managers. An overweight or underweight position in any one of these
stocks likely had a significant impact on the relative results of active strategies and may have contributed to the
challenging environment for active management in recent years.
As with any topic in capital markets, investors have varying views on the path forward for the FANGAM stocks.
While valuations for these companies have increased, many would claim that the move has been warranted given
their growing importance in our economy. Whichever direction they do move going forward, we will continue to
monitor their impact on the markets.
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Fiduciary Investment Advisors, LLC (“FIA”)
FIA is an independent institutional consulting group with over 20 years of investment consulting experience.
FIA is an employee owned firm with 100% of the firm’s revenue derived from fees clients pay for investment
advice. Our mission is to provide customized investment consulting services to assist our clients in achieving
their investment and financial objectives, while fulfilling their fiduciary obligations. Our clients include corporate
retirement plans, endowments & foundations, public plans and private clients. Our consulting services include:
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Investment Policy Statement Review/Creation
Retirement Service Provider Search (RFI/RFP)
Plan Benchmarking
Investment Menu Analysis and Design
Total Plan Fee Analysis (full fee disclosure)
Fiduciary Governance Consulting
Investment Fund Performance Measurement, Analysis and Reporting
Risk-Based Model Portfolio Construction
Employee Communication and Education
Asset Allocation Analysis
Investment Manager Searches
Liability Driven Investment (“LDI”) Strategies for Pension Plans
Quarterly In-Person Meetings with Finance/Investment Committees
Strategic Guidance on Relevant Topics of Interest
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product
(including the investments and/or investment strategies recommended or undertaken by Fiduciary Investment Advisors, LLC), or any
non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.
Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a
substitute for, personalized investment advice from Fiduciary Investment Advisors, LLC. To the extent that a reader has any questions
regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with
the professional advisor of his/her choosing. Fiduciary Investment Advisors, LLC is neither a law firm nor a certified public accounting
firm and no portion of the newsletter content should be construed as legal or accounting advice. A copy of the Fiduciary Investment
Advisors, LLC’s current written disclosure statement discussing our advisory services and fees is available for review upon request.
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