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The Move to Cloud Still in Early Innings; A Golden Age of Spending Ahead 
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With the short-lived rotation from tech and high growth names to value now in the rear view mirror, we strongly 
believe this tech rally is still in the middle innings of playing out over the next year.   Our view is that tech stocks 
could be up another 30% between now and the end of 2021 led by FAANG, cloud, and cybersecurity 
names as we enter a golden age of spending for the tech sector with a bullish gridlock Beltway in the 
background.  We also believe with a COVID vaccine now on the horizon that an economic rebound during the 
course of 2021 will be a further catalyst for more big ticket digital transformations projects to be green lighted with 
some of our favorite names (among others) as clear beneficiaries of this trend: Microsoft, Docusign, Zscaler, 
Salesforce, and Nuance.   

• First off, the political backdrop is clearly bullish for the tech sector heading into 2021 as a Biden 
Presidency and very likely Red Senate is a goldilocks scenario for investors.  We believe a Biden 
Administration will ratchet down tensions with China and call an "unofficial" truce to the cold tech war 
brewing between DC and Beijing.   While the 5G battle will continue to play out over the coming years, we 
believe the decoupling path on the technology front between the US and China will slow down significantly 
with Biden in 1600 Pennsylvania Avenue although the IP theft/piracy issues remain a troublesome issue 
that needs to be dealt with from the eyes of consumers as well as US technology players.  That said, we 
believe this dynamic removes much of the geopolitical risk that has been hanging over the heads of Apple, 
Cisco, and semiconductor vendors highly exposed to China from a supply chain perspective.  Additionally 
a very likely Red Senate (assuming at least a split in Georgia Senate run-off in early January) reduces the 
risk of legislative changes around antitrust towards FAANG names although the DOJ suits remain a 
concern for investors around Alphabet and likely tech stalwarts such as Facebook over the near-term.   

• A second key dynamic playing out in the tech world over the next 12 to 18 months is the secular growth 
areas around cloud and cyber security are seeing eye popping demand trends we have not witnessed in 
our 20+ years of covering tech stocks on the Street.  The accelerated path to the cloud and WFH 
environment is unprecedented as enterprises and governments of all shapes and sizes adjust to a more 
virtual workforce for the foreseeable future.  With a vaccine now on the horizon, while some WFH names 
such as Zoom and Slack will naturally see a deceleration of growth as more employees return to the office 
we believe core names such as Docusign and Zscaler (both reporting earnings next week) are only just 
getting started around the architectural shifts taking place among enterprises moving to the cloud.   With 
35% of workloads on the cloud today heading to 55% by 2022 based on our estimates, the overall cloud 
ecosystem is poised to see an influx of spending over the next few years.  While stalwarts such as 
Microsoft and Salesforce are front and center on this cloud path, the underlying infrastructure and 
platforms enabling this shift stand to be major benefits of this spending surge.  This is a global trend as we 
are seeing an acceleration of cloud spending across the US, Europe, and APAC with China a key region 
as Alibaba, Tencent, and Baidu are leading the charge on this front.   
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Carefully consider the Fund’s investment objectives, risks, and charges and expenses before investing. This and 
other information can be found in the Fund’s summary or statutory prospectuses, available on www.etfmg.com. 
Please read the prospectus carefully before investing. 
  
Investing involves risk, including the possible loss of principal. Shares of any ETF are bought and sold at market price (not 
NAV), may trade at a discount or premium to NAV and are not individually redeemed from the Fund. Brokerage commissions 
will reduce returns. Narrowly focused investments typically exhibit higher volatility. Cloud Technology Companies may have 
limited product lines, markets, financial resources or personnel. These companies typically face intense competition and 
potentially rapid product obsolescence. In addition, many Cloud Technology Companies store sensitive consumer 
information and could be the target of cybersecurity attacks and other types of theft, which could have a negative impact on 
these companies. As a result, Cloud Technology Companies may be adversely impacted by government regulations and 
may be subject to additional regulatory oversight with regard to privacy concerns and cybersecurity risk. These companies 
are also heavily dependent on intellectual property rights and may be adversely affected by loss or impairment of those 
rights. Cloud computing companies could be negatively impacted by disruptions in service caused by hardware or software 
failure, or by interruptions or delays in service by third-party data center hosting facilities and maintenance providers. Cloud 
Technology Companies, especially smaller companies, tend to be more volatile than companies that do not rely heavily on 
technology. Companies in the technology field, including companies in the computers, telecommunications and electronics 
industries, face intense competition, which may have an adverse effect on profit margins. 
  
The Fund is distributed by ETFMG Financial LLC, which is not affiliated with Wedbush Securities, Prime Indexes, or Level 
ETF Ventures. 
 
The securities mentioned in this commentary may or may not be held in the Fund and is subject to change without notice. 
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