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One of the main market themes this year, as expected in our 2020 annual report, has been the 
financial stimulus. President Biden’s flagship USD 2.3tn American Job plan, aiming to create jobs 
through infrastructure investment, boosted not only economic growth but also the market’s 
accumulated anxiety of historically high equity valuation, as a recovering global economy drove 
up forecast and hence interest rate expectations. Out of macroeconomics interest, we took a look 
at some market indicators and their levels over the past 20 years.  
 
 

I. Multiples 
 
 
The discussion of historically high multiples is not new to anyone, but we are always still surprised 
when looking at how ratios of price to every earnings indicator including profit, sales and EBITDA 
are higher than ever, and price-to-cashflow ratio are reaching the peak level of 2007 before the 
2008 crash.  
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II. Dividend Yield and Margins 
 
 
The dividend yield is significantly lower than at the height of 2008. Margins are flat or decreasing, 
indicating that despite the rising equity valuation, corporates are not nearly as profitable as in 
2007-2008: 
 

 
Source: Bloomberg; Frankfurt School Associates 
 



 
 
 

 3

 
 
Source: Bloomberg; Frankfurt School Associates 
 
 

III. Leverage 
 
 
Another interesting indicator is debt-to-equity ratio (in %). Even at near-zero interest rates, 
corporates’ proportion of debt financing still significantly decreased in the past two decades, 
indicating that corporates are finding equity financing preferable even though debt financing is 
historically cheap. 
 

 
 
Source: Bloomberg; Frankfurt School Associates 
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IV. Conclusion 
 
 
Concluding, our macro perspective on the S&P500 is that multiples are expanding to levels similar 
or above 2008 levels. Dividend yields are decreasing to 20y lows and margins are also lower than 
at pre-Covid levels. Notably, the S&P500 appears less levered than in 2008 as firms use their high 
valuations to issue equity as form of financing. 

 

 

V. Disclaimer 

 

This report has been prepared by Frankfurt School Associates (“FS Associates”). Each such report specifies the 
publisher and owner of that report. All our reports are for informational purposes only and presented “as is” with no 
warranty of any kind, express or implied. Under no circumstances should any of these reports or any information 
herein be interpreted or used as investment advice, or understood as an offer to sell or the solicitation of an offer to 
buy any securities or other financial instruments. FS Associates publishes research reports on publicly traded 
securities. The reports are the property of FS Associates. The opinions, information and reports set forth herein are 
solely attributable to FS Associates. 

By downloading, accessing, or viewing any research report, you agree to the following Terms of Use. You agree that 
use of the research presented in any report is at your own risk. You (or any person you are acting as agent for) agree 
to hold harmless FS Associates, their affiliates and related parties, including, but not limited to any members, partners 
and managers (collectively, the “FS Associates Related Persons”) for any direct or indirect losses, including trading 
losses, attributable to any content in a research report. You further agree to do your own research and due diligence 
before making any investment decision with respect to securities of the company covered herein (each, a “Covered 
Company”) or any other financial instruments that reference the Covered Company or any securities issued by the 
Covered Company.  

You represent that you have sufficient investment sophistication to critically assess the information, analysis and 
opinion presented in any FS Associates report. You further agree that you will not communicate the contents of reports 
and other materials made available by FS Associates to any other person unless that person has agreed to be bound by 
these Terms of Use. If you access, download or receive the contents of FS Associates reports or other materials on 
your own behalf, you agree to and shall be bound by these Terms of Use. If you access, download or receive the 
contents of FS Associates reports or other materials as an agent for any other person, you are binding your principal 
to these same Terms of Use. As of the publication date of a FS Associates report, FS Associates Related Persons, 
possibly along with or through its members, partners and managers, have a position (long or short) in one or more of 
the securities of a Covered Company (and/or options, swaps, and other derivatives related to one or more of these 
securities), and therefore may realize significant gains in the event that the prices of a Covered Company’s securities 
decline or appreciate.  

FS Associates Related Persons may continue to transact in Covered Companies’ securities for an indefinite period 
after an initial report on a Covered Company, and such position(s) may be long, short, or neutral at any time hereafter 
regardless of their initial position(s) and views as stated in the research report. Neither FS Associates nor FS Associates 
Related Persons are required to update any report or information to reflect changes in positions that may be held by 
FS Associates Related Persons. This is not an offer to sell or a solicitation of an offer to buy any security. Neither FS 
Associates nor any FS Associates Related Person are offering, selling or buying any security to or from any person 
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through any FS Associates research reports. FS Associates is affiliated with Frankfurt School of Finance & 
Management and does not trade real-money securities. FS Associates does not render investment advice to anyone. 
You understand and agree that FS Associates does not have any investment advisory relationship with you or does 
not owe fiduciary duties to you. Giving investment advice requires knowledge of your financial situation, investment 
objectives, and risk tolerance, and neither FS Associates nor FS Associates Related Persons have such knowledge 
about you.  

The research and reports made available by FS Associates express the opinion of FS Associates and its Related Persons 
as of the time of the report only. Reports are based on generally available information, field research, inferences and 
deductions through the applicable due diligence and analytical process. To the best of the applicable FS Associates’ 
ability and belief, all information contained in any of our reports is accurate and reliable, is not material non-public 
“insider” information, and has been obtained from public sources that the FS Associates believes to be accurate and 
reliable, and who are not insiders or connected persons of the Covered Companies or who may otherwise owe a 
fiduciary duty, duty of confidentiality or any other duty to the Covered Company (directly or indirectly). However, 
such information is presented “as is,” without warranty of any kind, whether express or implied.  

With respect to research reports, FS Associates makes no representation, express or implied, as to the accuracy, 
timeliness, or completeness of any such information or with regard to the results to be obtained from its use. Further, 
any research report contains a very large measure of analysis and opinion. All expressions of opinion are subject to 
change without notice, and FS Associates does not undertake to update or supplement any reports or any of the 
information, analysis and opinion contained in them. In no event shall FS Associates or any FS Associates Related 
Persons be liable for any claims, losses, costs or damages of any kind, including direct, indirect, punitive, exemplary, 
incidental, special or, consequential damages, arising out of or in any way connected with any information presented 
in any FS Associates report. This limitation of liability applies regardless of any negligence or gross negligence of FS 
Associates or any FS Associates Related Persons. You accept all risks in relying on the information presented in any 
FS Associates report. You agree that the information in any FS Associates research report is copyrighted, and you 
therefore agree not to distribute this information in any manner without the express prior written consent of FS 
Associates. If you have obtained FS Associates research reports in any manner other than as provided to you by FS 
Associates or FS Associates Related Persons, you may not read such research without agreeing to these Terms of Use. 
FS Associates research reports may contain “forward-looking” information, statements or estimates which are not 
entirely historical in nature. Reliance on such information, statements, estimates or projections are at the sole 
discretion of the reader. Past performance is no guarantee of future results. 

 

 

VI. Risikohinweis und Haftungsausschluss 

 
 
Die auf der Webseite von FS Associates und anderen Seiten, insbesondere sozialen Medien wie Twitter, Instagram 
und LinkedIn, dargestellten Transaktionsaktivitäten bzw. Kommentare zur Markteinschätzung von FS Associates und 
zugehörigen Personen enthalten keine Anlageberatung oder Anlageempfehlung und stellen keine Aufforderung zum 
Erwerb oder Verkauf von Wertpapieren oder Finanzprodukten dar. FS Associates haftet nicht für Schäden, die auf 
Inhalte unserer Webseite oder verwandter Seiten zurückgeführt werden könnten. Insbesondere übernehmen wir keine 
Gewähr hinsichtlich Korrektheit und Vollständigkeit der dargestellten Inhalte. Alle Inhalte sind nicht nach den 
gesetzlichen Vorschriften für Finanzanalysen erstellt worden und sind nicht auf individuelle Gegebenheiten und 
Bedürfnisse von einzelnen Lesern ausgerichtet. Insbesondere sind weder Risikobereitschaft noch finanzielle 
Verhältnisse des einzelnen Lesers berücksichtigt. Alle Inhalte sind somit als reine Hintergrund- bzw. 
Marketinginformationen von FS Associates zu verstehen. FS Associates untersagt die unautorisierte Vervielfältigung 
bzw. Veröffentlichung der auf unserer Webseite und verwandten Seiten dargestellten Inhalte. 
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