SPDR Spotlight

Cheap Chips on the Table – XSD

Chart of the
Week
Semiconductors are
expected to generate
higher EPS with
attractive valuations

As demand for “smart” devices steadily rises, worldwide semiconductor revenue is
expected to hit $661 billion this year (13.7% year-over-year growth)1 as chips have
become critical components of both cutting-edge technologies and everyday items

•

Earnings estimates of semiconductors are expected to dramatically outpace both
the broader tech sector and US large caps in Q2 (17.27% vs. 1.22% and 4.99%
respectively) 2

•

Amid the equity market turbulence, semiconductor valuations look increasingly
attractive as they currently trade 22% below their 15-year median on a forward P/E
basis,3 meanwhile the broader tech sector and S&P 500 continue to trade at a
premium relative to their long-term medians4

The SPDR® S&P® Semiconductor ETF (XSD) may provide investors exposure to a
high-growth industry with structural tailwinds. In fact, McKinsey projects that by 2030
global semiconductors will become a $1 trillion market ($590 billion as last year end).5
In addition to their impressive Q2 earnings forecasts, the EPS growth of the
semiconductor industry is projected to be considerably higher than that of the tech
sector and broader equities while boasting constructive valuations, as seen below. And
as a result of the pullback in equities, this yields an attractive entry point for those
seeking growth at a reasonable price as the bottom line for semiconductors appears
stable (relative its sector and broader US equities) despite unsteady economic
conditions.
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The Takeaway

•
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Source: FactSet, as of 07/06/2022. The above estimates are based on certain assumptions and analysis made by FactSet.
There is no guarantee that the estimates will be achieved. Past performance is not a reliable indicator of future
performance.
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11.86

1/31/2006

0.35

-37.42

-20.84

22.00

20.38

21.85

11.86

-

-

YTD
(%)

Source: ssga.com, as of 06/30/2022. Performance returns for periods of less than one year are not
annualized. Past performance is not a reliable indicator of future performance. Investment return and
principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance
may be higher or lower than that quoted. All results are historical and assume the reinvestment of
dividends and capital gains. For SPDR ETFs, visit ssga.com for most recent month-end performance. The
market price used to calculate the Market Value return is the midpoint between the highest bid and the lowest offer
on the exchange on which the shares of the Fund are listed for trading, as of the time that the Fund’s NAV is
calculated. If you trade your shares at another time, your return may differ. The gross expense ratio is the fund's
total annual operating expenses ratio. It is gross of any fee waivers or expense reimbursements. It can be found in
the fund's most recent prospectus.

Footnotes

1 International Data Corporation, 06/08/2022. “Worldwide Semiconductor Revenue to Grow 13.7%, but Supply Chain Remains
Selectively Challenging amidst Global Economic Volatility, according to IDC.”
2 FactSet, as of 07/07/2022. Semiconductors = S&P Semiconductor Select Index. Tech Sector = S&P 500 - Information
Technology Index. US Large Caps = S&P 500 Index.
3 FactSet, as of 07/07/2022. Semiconductors = SPDR S&P Semiconductor ETF (XSD).
4 FactSet, as of 07/07/2022. Tech Sector = S&P 500 - Information Technology Index.
5 McKinsey & Company, as of 04/01/2022. “The semiconductor decade: A trillion-dollar industry.”

ssga.com
Marketing Communication
For Investment Professional
Use Only/For Qualified
Investor Use Only
Important Risk Information
The whole or any part of this work may
not be reproduced, copied or
transmitted or any of its contents
disclosed to third parties without
SSGA’s express written consent.
The views expressed in this material
are the views of SPDR ETF Research
Americas through the period ended
07/08/2022 and are subject to change
based on market and other conditions.
This document contains certain
statements that may be deemed
forward-looking statements. Please
note that any such statements are not
guarantees of any future performance
and actual results or developments
may differ materially from those
projected.
All information is from SSGA unless
otherwise noted and has been
obtained from sources believed to be
reliable, but its accuracy is not
guaranteed. There is no representation
or warranty as to the
current accuracy, reliability or
completeness of, nor liability for,
decisions based on such information
and it should not be relied on as such.
The information provided does not
constitute investment advice and it
should not be relied on as such. It
should not be considered a solicitation
to buy or an offer to sell a security. It
does not take into account any
investor's particular investment
objectives, strategies, tax status or
investment horizon. You should
consult your tax and financial advisor.
Investing involves risk including the risk
of loss of principal.
ETFs trade like stocks, are subject to
investment risk, fluctuate in market
value and may trade at prices above or
below the ETFs net asset value.
Brokerage commissions and ETF
expenses will reduce returns.
Because of their narrow focus, sector
investing tends to be more volatile
than investments that diversify across
many sectors and companies.
While the shares of ETFs are tradable
on secondary markets, they may not

readily trade in all market conditions
and may trade at significant discounts
in periods of market stress.
Non-diversified fund may invest in a
relatively small number of issuers, a
decline in the market value may affect
its value more than if it invested in a
larger number of issuers. While the
Fund is expected to operate as a
diversified fund, it may become nondiversified for periods of time solely as
a result of changes in the composition
of its benchmark index. The Fund may
not purchase securities of any issuer if,
as a result, more than 5% of the Fund’s
total assets would be invested in that
issuer’s securities; except as may be
necessary to approximate the
composition of its target index. This
limitation does not apply to obligations
of the U.S. government or its agencies
or instrumentalities.
Passively managed funds invest by
sampling the index, holding a range of
securities that, in the aggregate,
approximates the full Index in terms of
key risk factors and other
characteristics. This may cause the
fund to experience tracking errors
relative to performance of the index.
The information contained in this
communication is not a research
recommendation or ‘investment
research’ and is classified as a
‘Marketing Communication’ in
accordance with the Markets in
Financial Instruments Directive
(2014/65/EU) or applicable Swiss
regulation. This means that this
marketing communication (a) has
not been prepared in accordance
with legal requirements designed to
promote the independence of
investment research (b) is not
subject to any prohibition on
dealing ahead of the dissemination
of investment research.
This communication is directed at
professional clients this includes
eligible counterparties as defined by
the appropriate regulator who are
deemed both knowledgeable and
experienced in matters relating to
investments. The products and
services to which this communication
relates are only available to such
persons and persons of any other
description (including retail clients)
should not rely on this communication.
No action has been taken or will be
taken in Israel that would permit a
public offering of the Securities or
distribution of this sales brochure to the
public in Israel. This sales brochure

has not been approved by the Israel
Securities Authority (the ‘ISA’).
Accordingly, the Securities shall only
be sold in Israel to an investor of the
type listed in the First Schedule to the
Israeli Securities Law, 1978, which has
confirmed in writing that it falls within
one of the categories listed therein
(accompanied by external confirmation
where this is required under ISA
guidelines), that it is aware of the
implications of being considered such
an investor and consents thereto, and
further that the Securities are being
purchased for its own account and not
for the purpose of re-sale or
distribution.
This sales brochure may not be
reproduced or used for any other
purpose, nor be furnished to any other
person other than those to whom
copies have been sent.
Nothing in this sales brochure should
be considered investment advice or
investment marketing as defined in the
Regulation of Investment Advice,
Investment Marketing and Portfolio
Management Law, 1995 (“the
Investment Advice Law”). Investors
are encouraged to seek competent
investment advice from a locally
licensed investment advisor prior to
making any investment. State Street is
not licensed under the Investment
Advice Law, nor does it carry the
insurance as required of a licensee
thereunder.

LLC (S&P); Dow Jones is a registered
trademark of Dow Jones Trademark
Holdings LLC (Dow Jones); and these
trademarks have been licensed for use
by S&P Dow Jones Indices LLC
(SPDJI) and sublicensed for certain
purposes by State Street Corporation.
State Street Corporation’s financial
products are not sponsored, endorsed,
sold or promoted by SPDJI, Dow
Jones, S&P, their respective affiliates
and third party licensors and none of
such parties make any representation
regarding the advisability of investing in
such product(s) nor do they have any
liability in relation thereto, including for
any errors, omissions, or interruptions
of any index.
The trademarks and service marks
referenced herein are the property of
their respective owners. Third party
data providers make no warranties or
representations of any kind relating to
the accuracy, completeness or
timeliness of the data and have no
liability for damages of any kind
relating to the use of such data.
Distributor State Street Global
Advisors Funds Distributors, LLC,
member FINRA, SIPC, an indirect
wholly owned subsidiary of State Street
Corporation. References to State
Street may include State Street
Corporation and its affiliates. Certain
State Street affiliates provide services
and receive fees from the SPDR ETFs.

Before investing, consider the
funds' investment objectives,
This sales brochure does not constitute
risks, charges and expenses.
an offer to sell or solicitation of an offer
To obtain a prospectus or
to buy any securities other than the
summary prospectus which
Securities offered hereby, nor does it
constitute an offer to sell to or
contains this and other
solicitation of an offer to buy from any
information, call 1-866-787person or persons in any state or other
2257 or visit www.ssga.com.
jurisdiction in which such offer or
Read it carefully.
solicitation would be unlawful, or in
which the person making such offer or
solicitation is not qualified to do so, or
to a person or persons to whom it is
unlawful to make such offer or
solicitation.
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