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We can’t remember a day recently that skipped some mention of the “Magnificent 7,” a 
nickname for the seven stocks in the S&P 500 index that have swelled. By the end of February, 
nearly a third of the index by weight and half of the index’s 34% gain since October 2022 could 
be attributed to the septuplet of Apple (AAPL, 6.2% weight), Alphabet (GOOG, 3.5%), Amazon 
(3.8%), Meta Platforms (META, 2.5%), Microsoft (MSFT, 7.2%), Nvidia (4.6%) and Tesla (1.3%).

Hype on television and in print has projected a sense of missing out on investors who do not own 
the group of stocks. That should not be the case. As we’ll detail in this Insight, hot investment 
themes (and indeed acronyms) change. We own four of the Magnificent 7 in our portfolios, but 
not at the S&P’s weights, and we initially recommended them with inexpensive valuations. 

In Figure 1, we chart performance by ‘theme’ for each decade (or so). In recent history, it’s fairly 
easy to access all of the areas of focus in the chart. However, it’s worth noting that some of these 
trends were hard to exploit in the past. With the benefit of hindsight, one could believe they’d 
have capitalized on the on-the-run mania, but how many individual investors had oil drums 
filled with crude to sell in the 1970’s?

Trendy Investing: The Magnificent 7 Stocks

KEY TAKEAWAYS 
 ▶ Stay the Course: Endure fickle market behavior and reduce the fear of missing 

out by sticking with a disciplined investment process.

 ▶ Holding for Fullness of Time: We hold four of the Magnificent 7 stocks, but 
first recommended them some time ago when their valuations were discounted.

 ▶ Patience and Selection: It is more important what stocks you own than what the 
market is doing at any given moment.

Figure 1: Major Investment Themes by Decade Since 1960

From 12.31.1959 through 12.31.2019. The Nifty Fifty are represented by the S&P 500 index. World Energy is represented by the World Bank’s annual real energy price index. Japan is 
represented by the Tokyo (TOPIX) index. U.S. Tech is represented by the NASDAQ Composite total return index. BRICs is represented by an average monthly total return for MSCI’s 
Brazil, Russia, India and China. FANG is represented by Facebook (Meta), Apple, Netflix and Google (Alphabet). SOURCE: Kovitz using data from Bloomberg Finance L.P.
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THE NIFTY FIFTY

Through the 1960’s and into the early 1970’s, investors were enamored with the “Nifty Fifty” stocks, a collection of 50 NYSE-
listed Growth stocks (listed in Figure 2) that were considered to be ‘one-decision’ investments, meaning the only choice 
you as an investor had to make was to buy them. A check of fundamentals, a cursory overview of a business model or any 
other investigation was simply not necessary. Investors of all types piled into to the group of large-cap stocks, encouraged by 
widespread enthusiasm, earnings growth and healthy dividend yields since the Second World War. Share prices soared, and 
valuations became very expensive relative to both market history at the time and in present day.

The bubble burst between January 11, 1973 and October 3, 1974 and the price of the broad S&P 500 index (which included the 
Nifty Fifty stocks) fell right back to Earth, -48.20% to be exact. Interestingly, a sudden lack of interest in expensive valuations 
and high-flying stocks did not trigger the implosion. Instead, the Bear Market was caused by the oil crisis of 1973-1974, while 
there were other geopolitical and macroeconomic factors in play at the time that exacerbated the decline.

Wharton Professor Jeremy Siegel wrote a follow-up on the Nifty Fifty in the AAII (American Association of Individual 
Investors) Journal in October 1998, explaining, “A portfolio of Nifty Fifty stocks purchased at the peak would have nearly 
matched the S&P 500 over the next 26 years. Wall Street’s misunderstanding led to a dramatic undervaluation of many of 
the large growth stocks throughout the 1980’s and early 1990’s. Stocks with steady growth records are worth 30, 40, and 
sometimes more times earnings.”

Dr. Siegel concluded that there were three lessons to be learned from the episode. First, investors must pay for growth. 
Second, investors must not pay any price for growth. He explained, “Among these growth stocks, those with the lower 
price-earnings ratios tended to outperform those with higher price-earnings ratios over time.” Third, investors must remain 
diversified. While it’s enticing to buy recent top performers, diversification is critical to managing risk and maintaining returns. 

Of course, a lot has happened since 1998 and data simply does not exist (in the public domain, anyway) to update much of 
Dr. Siegel’s analysis with more recent figures. Of the original Nifty Fifty bunch, our broadly diversified portfolios have exposure 
to the likes of Bristol-Myers Squibb (BMY), Walt Disney (DIS), Int’l Business Machines (IBM), Johnson & Johnson (JNJ), 
Minnesota Mining & Manufacturing (MMM), Merck & Co (MRK) and Pfizer (PFE). Of course, with an inception date of only 
March 1977, The Prudent Speculator founder Al Frank arrived too late for his track record to begin amidst the euphoria–or 
carnage–earlier in the decade. There are certainly lessons to be learned from the rise and fall of the Nifty Fifty, and we think 
Dr. Siegel’s take-home points from 1998 remain highly relevant in today’s investing environment.

Figure 2: Buy-and-Hold Growth Stocks

SOURCE: Kovitz using data from Jeff Fesenmaier and Gary Smith of California State Polytechnic University, Pomona

NIFTY FIFTY STOCKS

American Express Chesebrough Ponds Halliburton McDonald's Schering

American Home Products Coca-Cola Heublein Merck Schlitz Brewing

Amer. Hospital Supply Digital Equipment IBM MGIC Investment Schlumberger

AMP Dow Chemical Intl Flavors & Fragrances Minnesota Mining (3M) Sears Roebuck

Anheuser-Busch Eastman Kodak ITT PepsiCo Simplicity Pattern

Avon Products Eli Lilly J.C. Penney Pfizer Squibb

Baxter Travenol Emery Air Freight Johnson & Johnson Phillip Morris Texas Instruments

Black & Decker First National City Kresge Polaroid Upjohn

Bristol-Myers General Electric Louisiana Land & Expl. Procter & Gamble Walt Disney

Burroughs Gillette Lubrizol Revlon Xerox
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ENERGY CRISES GALORE

Geopolitical events spilled into the oil markets in the 1970’s, causing euphoria for some and pain for others. The Arab-Israeli 
conflict resulted in the closing of the Suez Canal, a major shipping lane, for eight years between 1967 and 1975. Concurrently, 
Venezuela and the United States each had their oil production peak in 1970, while Iran’s production levels reached its 
maximum in 1974. America was forced to fix domestic supply constraints with imported oil, even as global politics caused 
many challenges getting the black stuff delivered. Shortages persisted, initially for heating oil and eventually in all types of 
oil-based substances, and prices soared. 

Oil was the place to invest in the 1970’s, as Figure 1 on the first page shows. However, at the time, there were few vehicles other 
than the major oil companies that one could use as proxies to invest with the trend. Data from StatMuse shows oil-producer 
British Petroleum returned 320% and Chevron (CVX) returned 228% in the 1970’s. Certainly, we would not complain about 
either of the returns, but they are nowhere near the 692% return for energy prices that Figure 1 would imply an investor 
would have earned if they invested in the decade’s hot theme. 

ACROSS THE PACIFIC

The 1980’s saw the rise of Japanese stocks. In the first half of the decade, Japan’s TOPIX (Tokyo) index doubled thanks to very 
loose monetary policy by Japan’s central bank, which caught the attention of investors worldwide. They piled in. The index 
rose another 216% before the end of the decade, peaking on December 18, 1989. The index fell 62% before bottoming in 
August 1992 and academic investigation of the events has largely attributed the collapse to the Bank of Japan’s delayed 
action to reign in asset prices. The damage was far and wide, reaching beyond the equity markets into real estate, bonds and 
the Japanese economy. As with energy investing in the 1970’s, it would have been difficult and expensive for a U.S. investor to 
buy Japanese assets in comparison to today’s investment options, including ETFs and direct global market access. 

THE DOT-COM ERA

Al Frank, founder and Editor of The Prudent Speculator until he passed away in 2002, and John Buckingham were hard 
at work in the 1990’s, buying dollar bills for fifty cents and publishing the newsletter with real-time commentary (for those 
that have interest, The Prudent Speculator’s website has all editions of the newsletter in Adobe PDF format available for 
perusing). Access to the World Wide Web via a browser called ‘Mosaic’ in January 1993 gave personal computer users the first 
taste of a connected world and potential use cases for the technology were immediately clear. Of course, connecting to the 
internet was difficult and often dropped out or didn’t work, but that did not dissuade companies from rushing to capitalize 
on the revolution.

Companies cropped up overnight and investors shoved enormous amounts of capital their way. Profitability was no 
impediment, nor were there many other considerations for that matter. Simply being associated with technology, the 
internet or computing was enough to send a share price soaring. And soar they did. The aggregate NASDAQ Composite 
index rose more than 800% in the 1990’s, and the top 100 stocks in the index rose twice that amount. Those gains, while 
large, are weak in comparison to the decade’s biggest winners. Dell Computer gained 91,863% between December 31, 1989 
and December 28, 1999. EMC, an enterprise storage maker, gained 74,577%, while electronics manufacturing outfit Solectron 
and telecommunications solutions provider Telllabs rose 19,751% and 17,084%, respectively. 

The New York Times wrote just before the new millennium, “The hottest stocks of the 1990’s are virtually an all-tech affair, as a 
list of the top performers compiled for The Times by Ned Davis Research shows... Just look at Dell Computer Corp... a $5,000 
investment in the personal computer maker at the start of the ‘90s would be worth more than $4.5 million today. You could 
have become a Dell millionaire by putting in only about a grand.”

It all came undone in March 2000. The NASDAQ Composite index fell 78% between March 10, 2000 and October 9, 2002. 
The NASDAQ Top 100 stocks index fell 82% over that time, while the broad-based S&P 500 index fell 42% including dividends. 
Any investor that invested in the NASDAQ Top 100 index after December 31, 1996 would have been back to square one by 
October 9, 2002. It was a remarkable boom and bust cycle. 

https://theprudentspeculator.com/member-portal/#tab-317262
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DEPARTING THE STATES

Investors were licking their wounds following the bursting of the Tech Bubble, and those who had not been wiped out turned 
their attention to the BRICs countries of Brazil, Russia, India and China. A Goldman Sachs research report in November 2001 
officially coined the term and money was on the move. The attractiveness of the BRICs stocks was spelled out in the first key 
point of the report: In 2001 and 2002, real GDP growth in large emerging market economies will exceed that of the G7. With 
that, the dash was on and in 2007, iShares launched the FTSE BRIC 50 index, giving investors easy access to the exposures. 
The shifts to exposures outside the U.S. worked, with the average return between the four countries coming in at 400% in the 
first decade of the new millennium, compared to a -9% total return for the S&P 500 index. Winds shift quickly, and investors 
that overstayed the trend would have experienced dismal returns from China and a wipeout for most Russian positions. 

GANG OF FOUR, BIG TECH, FAANG, ET AL.

In 2011, Google chairman Eric Schmidt said he believed there’s a new “Gang of Four” companies growing at tremendous 
rates: Google (now Alphabet), Apple, Amazon and Facebook (Meta Platforms). Interestingly, Mr. Schmidt said fifth and sixth 
places likely belong to PayPal and Twitter. Microsoft, he said, “is not driving the consumer revolution.”

“Big Tech” was used for the first time by The Wall Street Journal in July 2013 in an article titled “Big Tech: Too Big for Its Own 
Good” that lamented the bad earnings season for the likes of Google (Alphabet), IBM, Microsoft and Intel (INTC). Rolfe 
Winkler wrote, “They may be in different businesses but, with one big exception [Google], all are stalling for similar reasons: 
They have gotten too big, and their primary products are either too old or poorly engineered for new, fast-expanding markets.” 
The article concluded, “What new technologies will do is keep a lid on growth opportunities. Except, that is, for Google, where 
new technology remains an opportunity.”

At the same time, CNBC anchor and host of Mad Money, Jim Cramer, used the acronym ‘FANG’ in an article published in 
2013, which stood for a different set of tech stars, including Facebook, Amazon, Netflix and Google. CNBC has morphed 
Mr. Cramer’s acronym further. Apple was added in 2017 to create FAANG and in 2021 The Motley Fool ran an article with 
MANAMANA for Microsoft, Apple, Netflix, Alphabet, Meta, Amazon, Nvidia, and Adobe. The Magnificent 7 is Mr. Cramer’s 
latest hot pick list, a group of companies that he believes will benefit from generative A.I.

In Figure 3, we present the very-fluid membership of recent “acronym” stocks and their one year returns before and after 
the first usage of the acronym. While many of the acronyms have succeeded in gaining high subsequent returns, the figure 
shows a considerable upside is available to investors prior to a wave of investor interest (or in many cases, a Cramer mention). 

Figure 3: Acronym Stock Lists Keep Changing

Performance is the total return one year before and one year after the first mention. Facebook02 (Meta) was not public at the time of its first mention for the Gang of Four and was not public for a full 
year before it was mentioned as part of FANG. Magnificent 7 subsequent return is through 02.29.2024. SOURCE: Kovitz using data from Bloomberg Finance L.P.

ACRONYM MANIA PERFORMANCE

Ticker Company 
Name

Gang of Four 
05.31.11

FANG 
02.05.13

Big Tech 
07.19.13

FAANG 
05.01.17

MANAMANA 
11.05.21

Magnificent 7 
06.01.23

1 Year 
Before

1 Year 
After

1 Year 
Before

1 Year 
After

1 Year 
Before

1 Year 
After

1 Year 
Before

1 Year 
After

1 Year 
Before

1 Year 
After

1 Year 
Before

9 Months 
After

ADBE Adobe 36% -57%

AAPL Apple 35% 66% 60% 17% 33% -8% 22% 1%

AMZN Amazon 57% 8% 42% 30% 44% 67% 9% -48% 1% 44%

GOOG/GOOGL Google/Alphabet 9% 10% 28% 49% 51% 35% 32% 12% 71% -42% 9% 12%

IBM IBM 1% 2%

INTC Intel -8% 52%

META Facebook/Meta N/A N/A N/A 117% 30% 14% 19% -73% 45% 80%

MSFT Microsoft 6% 47% 57% -34% 23% 25%

NFLX Netflix 38% 132% 73% 102% 30% -60%

NVDA Nvidia 116% -52% 117% 99%

TSLA Tesla -16% -3%

Average Return 34% 28% 36% 82% 12% 34% 47% 42% 46% -47% 29% 37%

https://www.goldmansachs.com/intelligence/archive/building-better.html
https://www.cnbc.com/id/100436754
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THE PROBLEM

There’s nothing wrong with certain stocks getting their day in the sun (even if we do not own them in our broadly diversified 
portfolios). The attention that has been drawn to the FAANG stocks, the Magnificent 7 or any other grouping is almost always 
well-deserved, and we are happy to own many of them for our clients. However, the point of walking through decades 
of market history in this Investment Insight is to show that trends can change quickly and thematic investing often is a 
backward-looking retelling, rather than a forward-looking endeavor. 

And to be fair, holding the Acronym stocks through thick and thin would easier have been said than done. Since Mr. 
Cramer’s first use of FANG, the group’s members have seen some sizable drops. Facebook (Meta Platforms) fell 77% between 
September 7, 2021 and November 4, 2022, while Amazon fell 56% between July 8, 2021 and December 28, 2022 and Netflix 
tumbled 76% between November 17, 2021 and May 11, 2022. Google’s (Alphabet) decline was comparatively shallow at -44% 
between November 18, 2021 and November 3, 2022. Despite the interceding drops, the long-term gains have been large, 
although data from DALBAR supports the idea that few likely had the discipline to keep the faith when market forces were 
conspiring against them.

The market ebbs and flows, and fortunately it has done more rising than falling since March 1977. Our experience is that 
the biggest opportunities come when others are heading for the exits, rather than when everyone is jamming towards the 
entrance. For example, when the Tech Bubble burst in 2000, we added 97 stocks to our Recommended List. We still hold 
two of them. Whirlpool was first recommended on August 31, 2000 at $38.02, while Apple Computer (yes, the Apple) was 
first recommended at a split-adjusted $0.40 on October 6, 2000. Apple even declined another 37% in the two months after 
we bought it! For the other 95, we held them an average of 6.6 years with a mean annualized return of 11.3%. For transparency, 
we have always offered our complete historical recommended list in the footer of our website or via this link.

Of course, many of the Nifty Fifty still exist, the FANG stocks on balance have thrived and the Magnificent 7 have done well in 
a short period of time. Showing up late to the party remains a risk, as subsequent MANAMANA performance shows, and we 
hope investing short-cuts like acronyms do little to dissuade those who do their homework from sticking with reasonably 
priced stocks even if a collection of stocks goes crazy.

DON’T HEAD FOR THE EXITS

The problem is that there are always reasons to bail on stocks. We see them. We read them. We hear them. The worries 
usually sound very intelligent, and therefore are remarkably effective in getting folks to jump off the path to success. After all, 
the business model of the media is to keep you coming back. That’s not a complaint and a free press serves a vital function, 
but knowing it’s the case should make it easier to disconnect long-term investment actions from short-term noise. Recently, 
we’ve heard worries that the S&P 500 index’s multiple is too high, the weight in the top U.S. stocks is too heavy, artificial 
intelligence is going to be the end of human workers and stocks have risen too fast. There’s an underlying factual element in 
each of those concerns, and that makes the emotional alarms more intense, even as important context is lacking. 

Al Frank wrote in The Prudent Speculator edition #52 in February 1979, “Assuming one could anticipate market turns with 
some precision, it is not clear that getting in and getting out with every reversal would be a winning strategy. The cost of 
commissions [as well as bid-ask spreads and capital gains taxes] could be prohibitive, the reversals too quick and shallow 
for anything but balancing gains against losses and from time to time a miscalculation or anomaly could provide a serious 
setback. Meanwhile, the relationship between any given stock and a market reversal is a whole ‘nother story. But one could 
be ignorant of anticipating market reversals, yet do quite well as he applies his modest knowledge of long-term probabilities 
for individual stocks and the companies they represent.”

Over the decades, the names in our portfolios have changed and we have evolved our approach to include the latest tools, 
best practices and resources (thank goodness we do not have to do portfolio accounting by hand anymore!), while our 
philosophy has remained constant throughout. We believe the steady approach has served us well. We’ll turn this over to 
Al from 1991 to wrap up, “With patience, consistency and some intelligent portfolio management, I believe that it is more 

https://theprudentspeculator.com/wp-content/uploads/tps_prevrec.pdf
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important what stocks you own than what the market is doing at any given moment... Next time some pithy advice sounds 
wise, try to find its obvious or subtle logic or lack of same before accepting it at face value and trying to operationalize its 
guidelines.”
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DISCLOSURES
Opinions expressed are only our current opinions or our opinions on the posting date. Any graphs, data, or information in this publication are considered reliably sourced, but no representation is made that it is accurate 
or complete, and should not be relied upon as such. This information is subject to change without notice at any time, based on market and other conditions. The description of products, services, and performance 
results contained herein is not an offering or a solicitation of any kind, always consult with your tax advisor.  

The description of products, services, and performance results contained herein is not an offering or a solicitation of any kind. Past performance is not an indication of future results. Securities investments are subject to 
risk and may lose value.

All returns are geometric average unless otherwise stated. The geometric average is calculated using the mean of a set of products that takes into account the effects of compounding.

The Standard & Poor’s 500 index (S&P 500) is a broad stock market index based on the market capitalizations of the largest 500 companies listed in the U.S. Small company stocks, via Ibbotson Associates, are the bottom 
twenty percent of the New York Stock Exchange. Large company stocks, via Ibbotson Associates, are represented by the S&P 500 index. The S&P 500 Growth Index is a market capitalization weighted index. All the 
stocks in the underlying parent index are allocated into value or growth. Stocks that do not have pure value or pure growth characteristics have their market caps distributed between the value & growth indices. Prior 
to 12/19/2005 this index represented the S&P 500/Barra Growth Index. The S&P 500 Value Index is a market capitalization weighted index. All the stocks in the underlying parent index are allocated into value or growth. 
Stocks that do not have pure value or pure growth characteristics have their market caps distributed between the value & growth indices. Prior to 12/19/2005 this index represented the S&P 500/Barra Value Index.

The factor-based (book value-to-price) portfolio data is from Eugene F. Fama and Kenneth R. French. The dataset is broken into four groups: large value, large growth, small value and small growth. The aggregate Value 
and Growth portfolios are monthly averages of the two returns. 

Growth stocks = 50% Fama-French small growth and 50% Fama-French large growth returns rebalanced monthly. Value stocks = 50% Fama-French small value and 50% Fama-French large value returns rebalanced 
monthly. The portfolios are formed on Book Equity/Market Equity at the end of each June using NYSE breakpoints via Eugene F. Fama and Kenneth R. French. Dividend payers = 30% top of Fama-French dividend payers, 
40% of middle Fama-French dividend payers, and 30% bottom of Fama-French dividend payers rebalanced monthly. Non-dividend payers = Fama-French stocks that do not pay a dividend. Long term corporate bonds 
represented by the Ibbotson Associates SBBI US LT Corp Total Return index. Long term government bonds represented by the Ibbotson Associates SBBI US LT Govt Total Return index. Intermediate term government 
bonds represented by the Ibbotson Associates SBBI US IT Govt Total Return index. Treasury bills represented by the Ibbotson Associates SBBI US 30 Day TBill Total Return index. Inflation represented by the Ibbotson 
Associates SBBI US Inflation index.

The Russell 3000 Index is composed of 3000 large U.S. companies, as determined by market capitalization. This portfolio of Securities represents approximately 98% of the investable U.S. equity market. The Russell 3000 
Index is comprised of stocks within the Russell 1000 and the Russell 2000 Indices. Russell 3000 Growth Index measures the performance of those Russell 3000 Index companies with higher price-to-book ratios and 
higher forecasted growth values. Russell 3000 Value Index measures the performance of those Russell 3000 Index companies with lower price-to-book ratios and lower forecasted growth values.

The MSCI ACWI Index is a free-float weighted equity index. It was developed with a base value of 100 as of December 31 1987. It includes both emerging and developed world markets. The Bloomberg Barclays Global 
Aggregate Index is a flagship measure of global investment grade debt from twenty-four local currency markets. This multi-currency benchmark includes treasury, government-related, corporate and securitized 
fixed-rate bonds from both developed and emerging markets issuers. The DJ US Real Estate Index represents REITs & other companies that invest directly or indirectly in real estate through development, management 
or ownership, including property agencies. The index is a subset of the Dow Jones U.S. Index, which covers 95% of U.S. securities based on float-adjusted market capitalization. The S&P GSCI Total Return Index in USD 
is widely recognized as the leading measure of general commodity price movements and inflation in the world economy. Index is calculated primarily on a world production weighted basis, comprised of the principal 
physical commodities futures contracts.

From 1927 to present, we utilized the dividend-weighted portfolio data from Eugene F. Fama and Kenneth R. French. The dataset is broken into five groups: non-dividend paying, top 30% of dividend payers, middle 40% 
of dividend payers, bottom 30% of dividend payers and all dividend payers (weighted 30% of top dividend payers, 40% of middle dividend payers and 30% of low dividend payers).

Kovitz Investment Group Partners, LLC (“Kovitz”) is an investment adviser registered with the Securities and Exchange Commission. The information and opinions expressed in this publication are not intended to consti-
tute a recommendation to buy or sell any security or to offer advisory services by Kovitz. The material has been prepared or is distributed solely for information purposes and is not a solicitation or an offer to participate in 
any trading strategy, and should not be relied on for accounting, tax or legal advice. This report should only be considered as a tool in any investment decision matrix and should not be used by itself to make investment 
decisions.

For additional information about subscribing to the The Prudent Speculator newsletter, 
please call Phil Edwards at 800.258.7786 or email pedwards@kovitz.com.

For more details about our wealth management and asset management services, kindly 
reach out to:

Jason R. Clark, CFA

Principal, Portfolio Manager

949.424.1013 

jclark@kovitz.com 
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