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Amplia Monthly Investment Letter 

Seventh straight positive month for stocks 

For investors, August was no different from the previous 
months: global markets ground higher in a sanguine 
environment characterised by COVID updates and corporate 
earnings reports. Regional issues such as the emergence of 
Taleban or wildfires in the Western hemisphere did not elicit a 
reaction from the markets. However, the role of central banks 
once again was highlighted by the nervosity and abrupt sell-off 
before the Federal Reserve’s annual Jackson Hole meeting. 
Similarly, the rally was strong as Mr. Jay Powell convinced the 
markets that no rate hikes were in sight anytime soon. 

Has sector performance been as expected? 

Given the most-cited investor fear of the year, the spook of 
rising inflation and interest rates, one would expect investors 
to have hedged their exposure by putting their money where 
their mouth is. In other words, one would expect the 
traditionally inflation- and interest rate- resistant sectors to 
have outperformed their counterparts. 

The evidence speaks a different language. In the below chart, 
we have plotted the year-to-date performance of the 11 sectors 
of MSCI World against the main index. To be clear, the main 
index has had a good run so far, posting a total return of 
18.31% since 1st January.  As the below chart tells us, however, 
gains have been uneven at best: 

 

The sector performance exhibits no clear correlation to 
inflation or interest rates. We showed in April issue of this 
letter that historically, consumer discretionary has boasted a 
solid performance in inflationary periods, ranking second only 
to communication services. This year however, consumer 
discretionary almost leads the pack from the wrong end, 
showing an underperformance of 6.7 percentage points.  

Similarly, as the theory goes, higher interest rates mean that 
future cash flows are discounted to the present at higher 
discount rates, resulting in lower valuations of growth sectors 
and higher valuations of “value” sectors where the earnings are 
made now, and future growth prospects are bleaker. Value as 
characteristic is best measured by the simple price-to-earnings 
relationship. The lowest P/E’s in MSCI World can be found in 
financials (12.84), materials (17.38) and utilities (21.49) 
whereas the highest are in consumer discretionary (28.52), IT 
(38.39) and real estate (38.58), respectively. Hence, the theory 

would assume that financials, materials and utilities would 
have had a brilliant year given all the hype around the tapering 
of quantitative easing. This is clearly not so, apart from the 
financial sector that is experiencing a renaissance with banks 
receiving permissions to re-instate dividends and credit 
provisions being unwound. Elsewhere, the sectors with the 
highest P/E’s, IT and real estate, are booming and clearly 
outperforming the broad index. Who of us would not have 
heard the worn-out phrase of “when the interest rates go up, 
these real estate prices will come crashing down”. It does not 
really look like this would be happening. 

How should one be investing then? By forgetting old, artificial 
constructs of value and growth, strict dichotomies of what is 
cheap and what is expensive. Usually there are reasons why a 
stock is cheap. We gladly pay more for an “expensive” stock if 
the company is doing right things than scavenge at the jumble 
sale of sunset companies.  

We would also take recommendations of focusing on certain 
sectors in the short-term for some given reason with a pinch of 
salt. Brokers usually sell their services with a pseudo-intuitive 
storyline: “Bank XYZ gives its top picks for Biden presidency” 
or “Here are the stocks you should buy if a new war in the 
Middle East breaks out”. Much rather would we acknowledge 
that the world is changing: by focusing on secular trends one 
can generate long term value instead of being at the mercy of a 
given scenario materialising or investor having luck with the 
market timing.  

For instance, the share of energy companies made out 10.9% of 
the MSCI World index at the beginning of 2010 whereas they 
now account for only 2.7%. Information technology has grown 
its share from 11.9% to 22.1% in the same period. For all these 
years, energy companies were “cheap”, trading at low multiples 
and attracting value investors. Meanwhile, the average P/E of 
Amazon over the same period was 272, that of Netflix 187 and 
Facebook 338. Value investors kept saying these were 
expensive, and never touched them. The rest is history. 

  

We believe the same is happening now with climate-focused, e-
commerce and platform-as-a-service (PaaS) companies. These 
are all expensive but for a reason: take the case of climate-
focused companies. There the sheer magnitude of public and 
private sector money that is committed to climate protection 
will ensure new mega caps will emerge. In the same fashion, 
the power of e-commerce and PaaS companies lies in the 
simple creation of new markets or communication venues by 
connecting remote sellers and buyers who otherwise would 
never meet. This is most abstract, most remote and will surely 
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trade at high P/E’s and EV/EBITDA’s. The success will be 
measured in monthly average users (MAU’s) and other similar 
user engagement metrics, not net profits until the investment 
case is gone. Acknowledging and understanding this and 
applying the new analysis tools are the challenges we investors 
must tackle. In the meanwhile, we should spend less time 
finding bargain stocks or thinking which shares to buy for a 
given outcome at the German general election on 26th 
September or any similar event. 
 

On 1st September 2021, 

with kind regards 

Juho Kivioja 


