Is Facebook More Expensive Than U.S.
Treasury Bonds?

9.00%

8.00% -

7.00%

6.00% -

5.00%

4.00%

3.00% -

2.00%

1.00%

0.00%

Selected Earnings Yields ($ Earnings/$ Price)

Facebook (Implied Facebook (Implied
S&P 500 Technology Total Equity @ $100B Total Equity @ $75B
S&P 500 Sector Value) Value) 10-Year Treasury Yield

7.73% 7.70%

WHM CAPITAL ADVISORS

Relative to other stocks, Facebook’s earnings
yield means investors will pay a higher price for
today’s earnings in anticipation of higher growth.

Facebook’s Earnings Yield is also less than the 10-
year Treasury Yield, meaning that investors will
pay a higher price for the company’s earnings
than for the interest and repayment of principal
guaranteed by the U.S. Treasury.

$ Earnings & Revenue to Match Sector Earnings
Yield*
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* Assumes no stock price inerease.

Given Facebook’s 2011 earnings of $1B, in order

to reach S&P Technology Sector Earnings Yields,
Facebook’s earnings would have to grow at 50%
for the next five years, with no change in price.
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