
DETECT, DON’T DE-TECH 
How to navigate tech amid market volatility.

U.S. equity markets had a tumultuous start in January. Amid the market volatility, growth-oriented 
technology companies came under extreme selling pressure, falling into correction territory — 
defined as a 10% drop — after weeks of decline across major equity indexes. Expectations of the Fed 
raising interest rates weighed on tech stocks, with a rapid rise in real yields (i.e. the yield after 
inflation), while potential new anti-trust regulations caused uneasiness.1

DETECT, DON’T DE-TECH
Differentiation is key, and recent volatility underscores the importance of detecting quality exposures within the category. 
Many pandemic winners, like Peloton, Zoom, and Netflix, already gave back most of their post-pandemic rally as investors 
expect the COVID-related growth tailwinds to fade from here.2 Meanwhile, quality, innovative tech companies with stable 
cashflows and higher profit margins, have fared relatively well. We think it is important to winnow the winners and keep 
exposures to quality tech companies, such as those in the data processing, hardware, and semiconductor industries, while 
being cautious with high growth companies that are not yet profitable.

TECH IS THE FABRIC UPON WHICH TODAY’S ECONOMY IS BUILT
The long-term value proposition of tech stocks remains the same. Secular growth trends like reliance on data analytics and 
digitalization of industries requiring ever-growing amounts of chips are multi-year transformations that we expect to 
persist. Despite the recent selloffs in stay-at-home favorites, COVID-19 has accelerated the adoption for business 
virtualization and communications software. A McKinsey survey conducted in 2020 suggests that 75% of people who used 
digital channels for the first time during the pandemic plan on continuing to leverage these digital options going forward.3

Not all tech companies are created equal

Source: BlackRock, Aladdin, Bloomberg, performance and trailing 12 month profit margin based on GICS Industry classification for S&P 500 companies, as of 
1/24/2022. Past performance is not indicative of future results.
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1 Source: The Wall Street Journal. 2 Source: Bloomberg, based on performance as of 1/24/2022. 3 Source: McKinsey & Company

Carefully consider the Funds’ investment objectives, risk factors, and charges and expenses before 
investing. This and other information can be found in the Funds’ prospectuses or, if available, the summary 
prospectuses which may be obtained by visiting www.iShares.com or www.blackrock.com. Read the 
prospectus carefully before investing.

Investing involves risk, including possible loss of principal.
Technology companies may be subject to severe competition and product obsolescence.

Funds that concentrate investments in specific industries, sectors, markets or asset classes may underperform or be more volatile than other industries, sectors, markets 
or asset classes and than the general securities market.

There can be no assurance that performance will be enhanced or risk will be reduced for funds that seek to provide exposure to certain quantitative investment 
characteristics (“factors”). Exposure to such investment factors may detract from performance in some market environments, perhaps for extended periods. In such 
circumstances, a fund may seek to maintain exposure to the targeted investment factors and not adjust to target different factors, which could result in losses.

This material represents an assessment of the market environment as of the date indicated; is subject to change; and is not intended to be a forecast of future events or a 
guarantee of future results. This information should not be relied upon by the reader as research or investment advice regarding the funds or any issuer or security in particular.

The strategies discussed are strictly for illustrative and educational purposes and are not a recommendation, offer or solicitation to buy or sell any securities or to adopt 
any investment strategy. There is no guarantee that any strategies discussed will be effective.

The information presented does not take into consideration commissions, tax implications, or other transactions costs, which may significantly affect the economic 
consequences of a given strategy or investment decision.

This material contains general information only and does not take into account an individual’s financial circumstances. This information should not be relied upon as a 
primary basis for an investment decision. Rather, an assessment should be made as to whether the information is appropriate in individual circumstances and 
consideration should be given to talking to a financial professional before making an investment decision.

The Funds are distributed by BlackRock Investments, LLC (together with its affiliates, “BlackRock”).

The iShares Funds are not sponsored, endorsed, issued, sold or promoted by Bloomberg, BlackRock Index Services, LLC, Cohen & Steers, European Public Real Estate 
Association (“EPRA®”), FTSE International Limited (“FTSE”), ICE Data Indices, LLC, NSE Indices Ltd, JPMorgan, JPX Group, London Stock Exchange Group (“LSEG”), 
MSCI Inc., Markit Indices Limited, Morningstar, Inc., Nasdaq, Inc., National Association of Real Estate Investment Trusts (“NAREIT”), Nikkei, Inc., Russell or S&P Dow 
Jones Indices LLC. None of these companies make any representation regarding the advisability of investing in the Funds. With the exception of BlackRock Index 
Services, LLC, which is an affiliate, BlackRock Investments, LLC is not affiliated with the companies listed above.

Neither FTSE, LSEG, nor NAREIT makes any warranty regarding the FTSE Nareit Equity REITS Index, FTSE Nareit All Residential Capped Index or FTSE Nareit All 
Mortgage Capped Index. Neither FTSE, EPRA, LSEG, nor NAREIT makes any warranty regarding the FTSE EPRA Nareit Developed ex-U.S. Index or FTSE EPRA Nareit 
Global REITs Index. “FTSE®” is a trademark of London Stock Exchange Group companies and is used by FTSE under license.

© 2021 BlackRock, Inc. All rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, BUILD ON BLACKROCK, ALADDIN, iSHARES, iBONDS, FACTORSELECT, 
iTHINKING, iSHARES CONNECT, FUND FRENZY, LIFEPATH, SO WHAT DO I DO WITH MY MONEY, INVESTING FOR A NEW WORLD, BUILT FOR THESE 
TIMES, the iShares Core Graphic, CoRI and the CoRI logo are trademarks of BlackRock, Inc., or its subsidiaries in the United States and elsewhere. All other marks are 
the property of their respective owners. GELM-412850-JAN22-US
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