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Tech sector risk increasing – realised volatility up relative to SPX constituents
Table: 1

risk rank percentile vs all SPX constituents

Source: Bloomberg data, Carlyon AG

• Relative to SPX constituents, tech leaders climbed the risk ranking based on average realised volatility percentiles.
• Eight out of eleven tech leaders exhibited higher realised volatility relative to other SPX constituents in 2018 compared to 2017.
• Absolute level of realised vol for tech leaders increased +36.5% vs +18.6% for average realised vol of S&P all constituents, in 2018 vs 2017.
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SPX and Tech: change in distribution of realized 90 day volatility 2017 - 2018
Chart 1: SPX all constituents
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Chart 2: Technology only
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• Chart 1 highlights increased risk profile for the majority of SPX constituents in 2018.
• Chart 2 indicates tech only frequency distributions with fat tail characteristics in 2018 compared to SPX distribution.
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Does size explain tech leader volatility increase relative to SPX constituents?
S&P500 constituents demonstrate a measurable size effect

Chart 3: Shift of market cap by volatility percentile

over the period 2017-2018.
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In the percentiles 40-90, the average market capitalization of
the constituents has increased significantly and vice versa for
the lowest risk buckets.
In order to simplify the analysis and exclude the overall
increase in the market capitalization of the S&P500, a single
point in time was selected mid way through the 21 month
observation period. Different volatility patterns from 2017 and
2018 were then applied in order to derive the shift of average
market capitalization per risk percentile as shown in chart 3.

4

Performance divergence post 2Q results
Table 2

Source: Bloomberg data as per 11.09.2018, Carlyon AG

• Tech leaders diverge after 2Q results with weakness for FB, TWTR and NFLX
due to cost concerns and disappointing subscriber growth; whilst MSFT, AAPL,
AMZN and GOOGL maintained strong top line and bottom line.
• Congressional hearing for FB and TWTR may lead to higher cost of compliance
and potentially lower subscriber growth. Anti-trust and privacy questions now
on the radar including Alphabet.
• Based on earlier observation in table 1, the biggest increase of volatility
amongst tech leaders in 2018 was the largest names. These names shown in
blue on table 2 above, exhibited better price performance since the high and
more consistent earnings expectations based on analyst consensus from
January to September 2018.

Source: WSJ, 09.09.2018
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Disclaimer
The information in this presentation was compiled from sources believed to be reliable for informational purposes only.
The information contained herein is not intended to be a source of credit or investment advice with respect to the material presented, and the information and/or documents contained do not
constitute investment advice by Carlyon AG.
All information herein should serve as a guideline, which you can use to create your own judgement.
We trust that you will review the information to reflect your own conclusion and believe that these may serve as a helpful platform for this endeavor.
Any and all information contained herein is not intended to constitute legal or financial services advice. You should not take, or refrain from taking action based on its content.
We do not guarantee the accuracy of this information or any results and further assume no liability in connection with this publication including any information contained herein.
By attending or reading this presentation, you will be deemed to have agreed to the obligations and restrictions set out below:
Without the express prior written consent of Carlyon AG, the presentation and any information contained within it may not be (i) reproduced (in whole or in part), (ii) copied at any time,
(iii) used for any purpose other than your own evaluation or (iv) provided to any other person.
This presentation does not constitute or form part of, and should not be construed as, an offer, invitation or inducement to purchase or subscribe for securities nor shall it or any part of it form
the basis of, or be relied on in connection with, any contract or commitment whatsoever.
This presentation does not constitute either advice or a recommendation regarding any securities.
No representations or warranties, express or implied are given in, or in respect of, this presentation. To the fullest extent permitted by law in no circumstances will Carlyon AG, or any of its
respective subsidiaries, shareholders, affiliates, representatives, partners, directors, officers, employees, advisers or agents be responsible or liable for any direct, indirect or consequential loss
or loss of profit arising from the use of this presentation, its contents, its omissions, reliance on the information contained within it, or on opinions communicated in relation thereto or
otherwise arising in connection therewith.
The information contained in this presentation has not been independently verified.
Recipients of this presentation are not to construe its contents, or any prior or subsequent communications from or with Carlyon AG or its representatives as investment, legal or tax advice.
Carlyon AG or its employees, does not hold any of the name securities mentioned in this presentation.

