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Technology’s Turn

How the technology sector is showing
strength during uncertain times
At a Glance
• Technology is playing a critical role in keeping us connected and productive.
• The COVID-19 pandemic is accelerating the greater adoption of technology by society.
• The Solactive Global Technology Leaders Index, which the TD Global Technology Leaders ETF (TEC)
seeks to track, has outperformed comparable indices both as the market was rising in early 2020
and its subsequent retreat.
It has been an unprecedented first quarter of 2020,
with global investors facing significant volatility as
markets plunged to depths unseen in years. The main
catalysts rattling markets and investor confidence
are not a mystery. Financial markets have struggled
to quantify the economic impact of COVID-19, oil
prices have collapsed due to an ongoing price war
and demand shocks, and government bond yields
have plunged to historic lows. As we enter the second
quarter of 2020, the world is a very different place.

many of those fortunate enough to maintain their
employment are coping with the challenges of working
from home.

Many of the nearly eight billion people across our
planet are currently confined to their homes.
Disruption is everywhere. In the workplace, millions
across the globe are coping with job losses, while

This article will focus on the latter theme and the role
the technology sector has played during the pandemic
through the lens of some of the holdings in TEC.

Throughout this turmoil, two common themes stand
out. The first is the ability of humanity in every part of
the world to summon the willpower and resilience to
persevere and survive. The second is the pivotal role
that technology is playing in keeping society moving
forward and productive.

Technology’s role in what may be the “new normal”
Before we get into some examples of how the
technology sector is showing strength in what may be
the new normal moving forward, it’s important to provide
some context on relative performance leading up to and
during the COVID-19 pandemic.
U.S. equities had reached record highs on
February 19, 2020 continuing the unprecedented
bull market run. The NASDAQ Composite Index was
particularly strong, returning 12% from the beginning
of the year until the peak. Looking at the chart below,
we see that during that same period, the Solactive

Global Technology Leaders Index appreciated 14%,
outperforming the NASDAQ Composite Index and the
S&P 500 Index.
As the COVID-19 pandemic materialized, the markets
began to drastically fall in a very short amount of time.
While the retreat was fast and sharp, the Solactive
Global Technology Leaders Index captured less of the
drawdown and recovered in a shorter period when
compared to the two other indexes. From a year-to-date
perspective, as of April 14, 2020, the Solactive Global
Technology Leaders Index is still up 5% for the year.

Strong and resilient performance

Solactive Global Technology Leaders Index Performance in 2020
Year-to-date Performance ($CAD)
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Source: TD Asset Management, FactSet. Chart data as of April 14, 2020. Solactive Global Technology Leaders Index tracks the performance of
securities of global mid- and large-capitalization issuers that are related to technology. The S&P 500 Index is a widely recognized index of 500
U.S. common stocks of large and mid-capitalization companies. The Nasdaq Composite Index is the market capitalization weighted index of
approximately 3,000 common equities listed on the Nasdaq stock exchange. Large Market Capitalization, or “Large cap” refers to a company
with a market capitalization value of more than $10 billion. Mid-Capitalization, or “Mid cap” refers to a company with a market capitalization
value between $2 and $10 billion. Market capitalization is calculated by multiplying the number of a company’s shares outstanding by its stock
price per share.

What were the key drivers to this outperformance? We have bucketed these factors into four different categories
and included various companies that have really began to show perseverance before, and particularly, during
the pandemic - all of which can be found in TEC.
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Working from home
Millions around the world have come to rely on
collaboration and video conferencing tools for
their day-to-day telecommuting tasks when
working from home. Examples of some of the
more widely used applications include Zoom
(Zoom Communications), Teams (Microsoft),
and WebEx (Cisco).
Just weeks ago, many would have dismissed
the idea that hundreds and even thousands of
employees scattered around the globe could
participate in real-time video communication.

Yet today, this is a reality and many are embracing
the new normal, finding that these applications
have helped them maintain productivity.
Some of the top video conferencing solutions that
have become synonymous with working from home
have seen enormous increases in the number of
users and subscribers. These companies have
helped contribute to the Technology sectors’ recent
out-performance.

E-Commerce
With leaving the home not an option for many,
E-commerce has gone from a “nice to have” to a
utility. Groceries, clothing and other essentials are
increasingly being delivered straight to consumers’
doorsteps thanks to the investments made by
technology companies.
Leading this space is Amazon, who, at the time
of writing, announced that they have hired an
additional 175,000 employees to support its
hundreds of millions of users surging demand
for products1.

Also, some third-party sellers focused on nondiscretionary products are reporting single-day
sales rivalling Black Friday and Cyber Monday.
To keep up with demand, Amazon is investing in
new delivery capacity and prioritizing warehouse
space for essentials1.

E-commerce has gone from
a “nice to have” to a utility

Leisure and entertainment
As important as work and household essentials are,
there is still a need for leisure and entertainment.
To satisfy this need, more and more people are
increasingly turning to video games. Consoles from
Sony, Microsoft, and Nintendo are flying off the
shelves, as are popular video game titles from the
leading publishers like Electronic Arts, Activision,
Ubisoft, and Take-Two Entertainment.
As the markets tumbled, video game entertainment
companies have so far proven resilient. In fact, five
of the 18 best performing equities in TEC during the
sell-off have been gaming companies.
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Their average return of -2% over the period far
outperforms the S&P 500 Index and the NASDAQ
Composite Index.

More and more people
are increasingly turning to
video games for leisure and
entertainment

Page 3

Infrastructure
For this new digital lifestyle to be possible,
the world needs infrastructure. Cloud services
from Microsoft, Amazon, and Google are running
at full steam to support the digital use cases
described above. Content delivery networks from
companies like Akamai and data center network

suppliers like Arista Networks are also helping to keep
everything running smoothly. And not to be outdone,
cybersecurity companies are recognizing that with
everyone connected to their devices 24/7, there are
new security threats. TEC members like Palo Alto and
Fortinet are at the forefront of this battle.

Will 2020 be a big year for the technology sector?
While the first quarter of 2020 may have felt like a
millennium, there are still three quarters to go in
2020. So far, from an investment standpoint, it has
been promising for the technology sector. Will all the
current trends mentioned above continue to grow
and gain momentum for the rest of the year? Time will
tell. For now, we believe investments like TEC remain a
good vehicle to own for investors wishing to gain access
to some of the world’s leading technology companies
exposed to promising themes outlined above.
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We believe that there are glimmers of hope for the
pandemic. And, if the first quarter for 2020 can be
used as a guide, the rest of 2020 should bode well for
the sector. The pandemic has taught us all a lot about
ourselves and has shown what a very different daily life
can look like. Moving forward, aspects of this current
style of daily life may become more permanent. If this
is the case, technology will likely continue to grow and
become an even more important part of our lives.
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