
FACEBOOK, AMAZON, NETFLIX, GOOGLE,
APPLE AND MICROSOFT: THE FEARSOME 
SIX
The Avengers or Thanos?
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The FANGAM Stocks
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The FANGAM Story Line

Aswath Damodaran3

¨ Scaling Success: Each of these companies has been able 
to keep revenue growing rapidly, even as they scale up 
and acquire larger market share.

¨ Bigger Slice of a Bigger Pie: They have changed the 
businesses that they have entered, increasing the size of 
the total market by attracting new customers, while also 
changing the way business is run to their benefit.

¨ Profitability: Google and Facebook are money machines. 
Amazon and Netflix don’t look as good on the surface, 
but capitalizing some of their mis-categorized operating 
expenses makes them look better.
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The Roots of Success

¨ Centralized Power: The FANG companies are more corporate 
dictatorships, than corporate democracies. All four of these 
companies continue to be run by founder/CEOs, whose visions and 
narratives have focused these companies. That is less the case with 
Apple & Microsoft.

¨ Big Data: You can argue that what Google learns from our search 
behavior, Facebook from our social media interactions, Netflix from 
our video watching choices and Amazon from our shopping carts 
(and Alexa) is central to these companies being able to scale up 
successfully and change the businesses they are in. Apple plays the 
“good guy” role to perfection, while harvesting the data, and 
Microsoft lurks in the background.

¨ Intimidation Factor: There is one final intangible in the mix and that 
is the perception that these companies have created in regulators, 
customers and competitors that they are unstoppable. 
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Corporate Life Cycle
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FANGAM: Exceptions to the rule?

¨ Amazon, the Original: After its stint as poster child for the dot com boom, Amazon's online retail 
business flirted with failure in 2001, but survived and prospered in the next decade. By 2010, 
though, it seemed like Amazon's story had run its course, but just as investors were readying for 
the company becoming a mature retailer, the company reinvented itself as a disruption platform, 
ready to go after any business it chose to, with an army (Amazon Prime) backing it up.

¨ Apple and Microsoft, the Reincarnation Duo: By tech company standards, Apple and Microsoft are 
old companies that should be struggling to hold on to their customers and fighting off competition. 
Both companies though seem to have found a way to move the clock back and retain their status 
as growth companies, Apple with the smart phone and Microsoft with Azure.

¨ Alphabet and Facebook, the Advertising Juggernauts: Google and Facebook have had almost 
uninterrupted growth, since their founding, taking advantage of the shift to online advertising and 
dominating that shift, while also delivering profit margins in the stratosphere. 

¨ Netflix, the Shape Shifter: Of the six stocks, the one that has had to make the most mid-course 
corrections, changing its business model, from video rental company to content renter to content 
provider, to reflect a changing world, is Netflix. It started life as a video rental service, mailing DVDs 
to its customers, and undercutting Blockbuster, the dominant player in the business then. 
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And FANGAM’s outsized role in the bull market
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The Drivers of Value
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Healthy Valuation

The Numbers People

Favored Tools
- Accounting statements

- Excel spreadsheets
- Statistical Measures

- Pricing Data

Illusions/Delusions
1. Precision: Data is precise

2. Objectivity: Data has no bias
3. Control: Data can control reality

The Narrative People

Favored Tools
- Anecdotes

- Experience (own or others)
- Behavioral evidence

Illusions/Delusions
1. Creativity cannot be quantified

2. If the story is good, the investment will be.
3. Experience is the best teacher

A Good Valuation



10

The steps in valuation
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The FANGAM stocks, in January 2010

¨ The Lagging Giant: At the start of 2010, Microsoft had a market capitalization in excess of $270 
billion, and was second only to Exxon Mobil, with a market cap of $320 billion, but that 
represented a come down from its status as the largest market cap company at the start of 2000, 
with a market cap exceeding $500 billion.

¨ The Rising Star: At the start of 2010, Apple's market cap was approaching $200 billion, a quantum 
leap from its market cap of $16 billion, ten years earlier.

¨ The Field of Dreams Company: By early 2010, Amazon had cemented its status as online retailer, 
capable of growing its revenues at the expense of its brick and mortar competitors, but without a 
clear pathway to profitability. The market seemed to be willing to overlook this limitation, giving 
the company a market cap of more than $50 billion, a significant comeback from the dot-com bust 
days of 2001, when it was valued at less than $4 billion.

¨ The New Tech Prototype: In January 2010, Google was already the prototype for the new tech 
model, reaching a hundred-billion dollar market cap threshold than any other company in history, 
with a market capitalization of more than $160 billion in early 2010.

¨ On the cusp: In early 2010, it is unlikely that anyone would have put Netflix on the list of big-time 
winners, since its market capitalization was less than $4 billion and its business model of renting 
content and signing up subscribers was already under strain.

¨ The glimmer in the market's eye: At the start of 2010, Facebook was still a private business, though 
venture capitalists were clearly excited about its prospects, pricing it at roughly $14 billion in 
January 2010, based primarily on its user numbers.
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The COVID Crisis: Time for a reckoning?

¨ For many old-time value investors, the FANGAM stocks 
became a symbol of growth and momentum run 
amok, though the best investment made by a legendary 
member of this group (Warren Buffet) was in one of the 
companies (Apple). 

¨ Between January 1, 2020 and February 14, 2020, the 
FANGAM stocks continued to rise more than the rest of the 
market and they collectively accounted for 16.08% of the 
market cap of all US equities on February 14, up from the 
14.94% at the start of the year. 

¨ When the crisis hit, there were some in this group who felt 
that the market correction would be felt disproportionately 
by this group, given their status as growth and momentum 
stocks.
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The COVID test
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The FANGAM Strengths

¨ Cash Machines: Each of these companies has a business or segment that is a cash 
machine, generating high profitability and huge amounts of cash for the company, 
iPhone for Apple, the online ad business for Facebook and Alphabet, the software 
and cloud businesses for Microsoft, the cloud business for Apple and subscription 
revenues for Netflix.

¨ Platform of users/subscribers: The FANMAG stocks also share user bases that are 
immense, with Facebook leading that numbers game with close to 2.7 billion 
users, many of whom spend large portions of each day in its ecosystem. 
Microsoft, Google and Apple all also have more than a billion users apiece, using 
multiple ways to entangle them. Amazon and Netflix may not be able to match 
the other four companies on sheer numbers, but each has hundreds of millions of 
users.

¨ Proprietary and Actionable Data: I What sets the FANMAG companies apart is that 
they use big data to create value, partly because the data that they collect is 
proprietary (Facebook from your posts, Amazon/Alexa from your 
shopping/interactions, Netflix from your watching habits, Google from your 
search history and Apple from your device usage) and actionable.
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Valuing the FANGAM Stocks in September 2020
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Updating the FANGAM Market Numbers..

Aswath Damodaran16
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And disaggregating…
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Updating FANGAM’s Operating Results
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Updating the News…

¨ Facebook and Google found themselves in the midst of the data privacy and political partisanship 
debates, though Google seemed to bear up to the pressure better . The most revealing news story 
about Facebook, though, was its decision to rename itself in late October to rename itself "Meta", 
and it framed the decision as readying itself for business in the Metaverse.

¨ The big stories affecting Netflix were came from Disney, which doubled down on Disney Plus,, 
spending more than $25 billion on content in 2021. 

¨ Apple and Microsoft, ancient companies by tech standards, continued for the most part to keep 
their heads low and stay out of public controversies, for most of the eighteen months. Apple 
managed to reframe itself as a protector of privacy, putting itself on the right side of that debate, 
while also inflicting pain on its competitors (see Facebook above) . Microsoft continued its long-
term path of consolidate its core product franchises (Windows and Office) and converting them to 
subscription businesses (with Office 365), while increasing its cloud business exposure. In the last 
month, the company made a splash with its announcement of the acquisition of Activision Blizzard 
for $68.7 billion, in an all-cash deal. 

¨ Of the six companies in the group, Amazon is most used to being targeted, for political and social 
reasons, over its entire lifetime. In addition to the stories about worker exploitation, with 
anecdotes about drivers not able to take bathroom breaks and overworked warehouse workers, 
there were questions about its competitive practices, albeit often planted by competitors whose 
only hope of stopping Amazon has become the government. 

file:///
file:///
file:///


20

Valuing the FANGAM stocks: Reframing the 
story

















28

Decision Time

¨ Facebook looks the most under valued of the six companies, but one reason is that it has lost its 
story script. The company is still a profit-generating behemoth, with some of the highest operating 
margins in business, but I think that until it finds a cohesive story line, the price recovery may not 
come.

¨ Netflix is the most overvalued company in the mix, even after its major price knock down after the 
last earnings report. The company has upended the entertainment business and made everyone 
else play the game their way, but it has always been on a hamster wheel where its primary sales 
pitch to investors is its capacity to keep adding new users, and the only way it could keep doing this 
was by spending obscene amount of new content. That hamster wheel just got more difficult to 
get off.

¨ Microsoft and Apple, have kept their heads low, and Apple amazingly seems to have found a way 
to be the good guys in the privacy battle. For Microsoft, buying Activision advances them further 
on becoming a premier platform business, and those platforms offer the potential for sustained 
growth and sky-high margins.

¨ Google surprised me the most, delivering high growth and increased margins, and the other bets 
at Google continue to be cash-draining investments that deliver little in value, and after six years, I 
am not sure that they will be ever be big value creators, but that search box is the gift that keeps 
on giving.

¨ Amazon has, for much of its life, been a Field of Dreams company, offering an investors a promise 
to investors of revenues now, and if they wait patiently, profits in the future. In the last five years, 
Amazon’s margins have climbed and the company is solidifying its profit pathway…. I guess 
Shoeless Joe is coming out of the corn fields. It looks under valued to me.
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My closing (in February 2022)

¨ I came into the analysis holding Microsoft, and I will continue to hold it, though 
they it is mildly over valued. If I still had Apple in my portfolio, I would hold it, but 
since I don’t own it now, I have to wait for a price dip, when it comes, to buy it.

¨ I used to own Facebook, and while I sold it on the name-change, I will be getting 
back into the stock, at current prices, notwithstanding its muddled story line and 
near-term troubles, simply because of its cheapness. 

¨ On Amazon, a stock that I have bought and sold four times over the last twenty 
years, I am glad to add it back in my portfolio.

¨ As for Google, I have never held it (to my regret) and I just don’t like Netflix, even 
at depressed prices, since I believe that scaling down content costs, key to the 
company's future success, has become more difficult, not less. I put a limit buy on 
the stock at $2450.

¨ Needless to say, there is the broader question of the overall market, and how 
inflation will play out this year, but the answer to that question has a bigger effect 
on my overall asset allocation than on my judgment on whether to buy any of 
these stocks.
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An Update in April 2022

¨ As tech stocks have taken a beating, all of the 
FANGAM stocks have dropped in value, with Google 
dropping below my limit buy price. I now own five of 
the six FANGAM stocks.

¨ If inflation is the big risk that equities face this year,
and perhaps this decade, I want companies with
pricing power and low failure risk in my portfolio. I 
cannot think of many other companies out there 
that can match the FANGAM stocks on these criteria.


