
 
 

 

Temper tantrum 

“This is the worst day ever!” he yelled as he stormed away from me.  Of course it wasn’t the worst day, or even 
a bad day.  It was a Saturday and this was my 5 year old son’s response when I told him he couldn’t have a 
second cookie.  This outburst occurred approximately one hour after he devoured a chocolate ice cream cone.  
For breakfast I had made him chocolate chip pancakes.  I think my son eats too much sugar (don’t judge my 
parenting from this one example). 

Imagine the central character in this anecdote was not a 5 year old but a 50 year old.  Picture a grown man 
yelling about not being allowed a second cookie after spending the morning consuming sugar laden treats.  
That would be absurd wouldn’t it?  No one would think this was acceptable behaviour.  A 5 year old’s reaction 
is humorous because it’s so silly.  An adult’s identical reaction would not be funny and would be subject to 
ridicule.   

Modern day investment markets were created many centuries ago.  One might think they have had time to 
mature, just like (most) humans do over time.  They have not.  Markets mostly act just like a 5 year old and 
almost never act like an adult.  They shift between mania and disgust and rarely learn from their mistakes.  
This child-like behaviour was again on full display earlier this year.  While most investors understand this 
impulsive relationship at a high level, many do not recognize just how pervasive this phenomenon is and how 
we can use it to our advantage. 

Below is a chart of the 10 largest companies in the US (listed by market capitalization, which is a company’s 
share price multiplied by the number of outstanding shares).  These companies are giants.  Most of these 
organizations have very stable earning power and operate with mature, slow changing business models.  Each 
of these firms are leaders in their fields and enjoy major competitive advantages over their competition.  It is 
exceedingly difficult for their rivals to wear down market share or profitability. 
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Company
Company 
value       
($ Billions)

Apple $570
Microsoft $446
Exxon Mobil $368
Johnson & Johnson $344
Amazon.com $294
Facebook $287
General Electric $286
Berkshire Hathaway $270
AT&T $266
JPMorgan Chase $234

10 Largest companies in the 
S&P 500 (as at June 30, 2016)

 

Consider America’s fourth largest company, Johnson & Johnson.  
They operate 250 brands including Band-Aid, Tylenol, Benadryl and 
Aveeno.  They sell products in 175 countries and had worldwide 
sales last year of more than $70 Billion.  Of the more than 7,000 
public companies in the US, Johnson &Johnson is one of only two 
rated AAA.  Their business model is not going to change dramatically 
any time soon.  They will continue to sell about the same amount of 
products next year as this year in the markets they already dominate, 
plus the growth they can achieve in emerging markets and through 
innovation.  They are one of the most stable companies in existence.  
They are the type of company most other firms strive to emulate.  

 

 



 
 

Below is the same list of the 10 Largest American companies along with the high’s and low’s of their stock over the 
past year.  The ’52 Week Low’ column lists the lowest the stock price has traded at in the past year and the’52 
Week High’, lists the highest.  The next column shows the percent change between the lowest and highest prices 
during the past year and the last column shows the dollar value of that change.  One would expect that these large, 
dominant, slow to change companies would experience minimal variation in their business value over a short period 
of time.  But that would be thinking like an adult. 

Johnson & Johnson saw the value of their company fluctuate by $165 Billion over the past 12 months!  There is 
virtually no chance that a company like Johnson & Johnson can be worth $179 Billion one month and $344 Billion 
only a few months later.  There just isn’t that much that can change in a few months in most companies this size. 

Similarly, it should be entirely unreasonable for Facebook to be worth $482 Billion in January and only $287 Billion a 
few months later.  Nothing material has changed with Facebook.  Instead, the market is acting like an immature 5 
year old (in this case in response to the Brexit vote).  I am not suggesting that any of these 10 companies are good 
investments, only that companies these large and established should not rationally have their value change so 
dramatically. 

 

 

 

 

 

 

 

 

 

The average change in the value of these companies over the past 12 months was 46% which translates into an 
average dollar value change of $155 Billion.  That is a massive amount and over a one year period that is very 
unreasonable.  And that is where the opportunity lies.  Of these 10 companies, 7 were worth more over the year, but 
3 were worth less.  The concept of “Time Arbitrage” is among the biggest advantages we can capitalize on; being 
able to look out 3 or 4 years when most of the market is focused on the next few months. When these unreasonable 
fluctuations occur, we have the opportunity to buy some great bargains when they are being sold because of a 
childish mentality.  When these large changes in valuation occur, it can seem unnerving, but it is at these times, the 
greatest return can be generated. 

Your cutting back on my children’s sugar intake investment advisor,    

 

 

Duncan Stewart, MBA, CIMA, FCSI, CFP 
duncan@stewartfinancial.ca 

Company
Company 
value       ($ 
Billions)

52 Week 
Low

52 Week 
High

% Change 
(High/Low)

$ Change in 
Company Value($ 
Billions)

Apple $570 92 135 46% $264
Microsoft $446 40 57 43% $192
Exxon Mobil $368 67 93 40% $149
Johnson & Johnson $344 82 121 48% $165
Amazon.com $294 431 716 66% $194
Facebook $287 72 121 68% $195
General Electric $286 19 31 63% $179
Berkshire Hathaway $270 126 152 21% $56
AT&T $266 31 43 39% $103
JPMorgan Chase $234 57 69 21% $49

Average % Change High/Low 46%
Average $ Change in Company Value $155 Billion

10 Largest companies in the S&P 500 (as at June 30, 2016)
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