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reasons…
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January’s been a sea of red
everywhere… But it’s OK.

The “Metaverse” Made Simple
Plus: The Little-Known Software Company
Poised to Dominate it
-by Bob Byrne
As January goes, so
goes the rest of the year, or at
least that’s what everyone in the
financial media will be saying
over the next couple of weeks.
But having spent nearly 25 years
researching, analyzing, and
trading stocks, I promise it’s
more complicated than that.
If you follow the market regularly, you already know that 2022 is off to a
rocky start.
Between skyrocketing inflation, the winding down of quantitative easing (free
money), and the prospect of rising interest rates, investors are battling a threeheaded beast. And if that’s not bad enough, many stocks are a long way from
cheap!
I want you to think back to last month’s Streetlight Confidential issue, our
predictions piece.
I opined that an early-year rally would fade and that the Nasdaq Composite
and S&P 500 indices would hit the skids. While the rally failed to materialize,
the selling showed up right on time and, as I type this, the NASDAQ is down
more than 13% on the year, and the S&P 500 is off nearly 9%.
As I said last month, a bull market without broad participation is a recipe for
disaster. And while the mega-caps were able to hide the persistent selling in
the average NASDAQ Composite stock in 2021, this is a different year.
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Look, as painful as it is to open your monthly stock
market statements and see a decline in the value of
your investments, what’s happening in the market is
both expected and to be expected.
Stocks often decline in anticipation of interest rate
hikes. And with the average intra-year decline of the
S&P 500 being around 17% during midterm election
years, it makes sense that investors have been
running for the exit.
But these downdrafts or bear markets or whatever
you prefer to call them can actually be opportunities
for smart investors. For one thing, the average gain
in the S&P 500 following a midterm election year is
around 33%.
Am I willing to endure a little stock market pain for
the opportunity to buy great stocks on the cheap
ahead of a statistically bullish period? You bet I am!
But there’s also a little-known company in a new
emerging market with spectacular upside potential
that’s going to get more affordable thanks to this
year’s weakness — one that you’ll ignore at your
own peril. I’m going to tell you in a minute. But first
a little background is necessary…

A Web of Crypto Confusion
Before 2021, most investors had never heard the
term non-fungible token or NFT. Heck, the well-

heeled professionals on Wall Street were just
beginning to wrap their heads around Bitcoin and
Ethereum.
But this is 2022, and the word of the year is
metaverse!
Now, before we get too deep into the metaverse,
another term you’re going to hear thrown around this
year is Web3.0. It’s important to understand that
metaverse and Web3.0 are not the same things.
If you think these concepts sound crazy and
complicated, don’t worry. When I first explained the
concepts of NFTs, cryptocurrency, and Web3.0 to my
parents, they immediately called it a web of crypto
confusion.
But look, I want you to stick with me on this because
not only do I promise to keep things super high level,
but I’m also going to introduce you to a company
that I believe will make you a lot of money.

Web3.0 vs. Metaverse
In its most basic form, Web3.0 is simply a vision of
the internet of the future. In geeked-out tech circles,
the expectation is that Web3.0 will be an internet
built on the blockchain. And that this new
architecture will provide users with complete privacy
and decentralization from the tech overlords
(Google, Microsoft, etc.) that currently rule over us.
No, your traditional web2.0, or the internet as you
know it today, won't disappear. However, there will
likely be a large migration, especially among
younger users, away from the web you navigate
today and into Web3.0. This is also why companies
like Facebook/Meta Platforms are devoting billions
to developing the metaverse.
Simply put, Web3.0 is all about architecture. And
that architecture will be built on the blockchain and
designed around the core concept of
decentralization.
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“But there’s also a little-known
company in a new emerging
market with spectacular upside
potential that’s only going to
get more affordable thanks to
this year’s weakness — one
that you’ll ignore at your own
peril…”
Whether this new architecture works or not on a
grand scale is a topic for another day. But one thing
is for sure, there is plenty of money to be made if
you know where to look and what stocks to buy!
So, what exactly is the metaverse?
According to Mark Zuckerberg, CEO of Meta
Platforms Inc, "It's a virtual environment. We can be
present with people in digital spaces. And you can
kind of think about this as an embodied Internet that
you're inside of rather than just looking
at." [emphasis my own]
The truth is, the metaverse is a pretty hazy term.
If you spend a few hours talking to blockchain
programmers, Web3.0 visionaries, and crypto
influencers, you'll immediately realize that this
futuristic world we're calling the metaverse is in its
infancy. And as with any new idea, it's nearly
impossible to know how it'll evolve and mature over
time.
But here's what we know...
The metaverse will rely heavily on technologies like
virtual reality and augmented reality. And if you've
been wondering what the use case is for nonfungible tokens and cryptocurrencies, well, these

crypto assets will play a massive role in the creation
and utilization of this brave new world.
If this all sounds a bit fanciful, futuristic, and
downright confusing -- Don't fret!
I'm here today to introduce you to a company that
can make you a ton of money, in actual U.S. dollars,
even if you have never dabbled in cryptocurrencies
or NFTs or traveled to the metaverse.

A “Pick-and-Shovel”
Approach to Profiting from
the Metaverse
A $39 billion company qualifies as a big company to
most investors. Still, unless you're deep in the
gaming industry or already immersed in the world of
NFTs and the build out of the metaverse, you've
probably never heard of Unity Software (U).
Unity is the leading platform for creating and
operating interactive, real-time 3D (RT3D) content.
Its platform is also equipped with software solutions
to develop and monetize interactive, real-time 2D
and 3D content for mobile phones, tablets, PCs,
consoles, and augmented and virtual reality devices
(AR/VR).
You don't need to be a crypto-insider or a metaverse
designer to recognize the need that Unity is
fulfilling. Simply put, with their expertise in AR,
VR, and RT3D, Unity is the go-to provider for
anyone building or designing in the metaverse.
Read what Unity's CEO, John Riccitiello, told the
folks on CNBC about his company's exposure to
RT3D, "More than 50% of everything that is RT3D
that is in the world — the metaverse thesis — is built
in Unity!"
Now, since the CNBC audience likely isn't familiar
with RT3D or concepts like it, John simplified things
by explaining that his company also provides the
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Unity Software (U)

Source: Barchart.com

necessary tool set for creating the metaverse and the
services needed for companies to maximize their
presence within their newly created space.
The bottom line is Unity's business model doesn't
suggest it will ever build or design a metaverse.
Instead, this company is laser-focused on selling the
picks, shovels, and ongoing toolset that companies,
creators, and entrepreneurs need to participate and
monetize within the forthcoming public and private
metaverse environment.

higher stock price. There were conditions, of course.
Such as not investing in any of the insanely valued
companies that benefited primarily from the workfrom-home trend.
The work-from-home trend broke in February 2021,
as the decline in stocks like Zoom and Pelton clearly
demonstrated.
So what's the outlook for growth stocks today?
In a word — Treacherous.

Investing in fast-growing companies has changed a
lot over the past few months.

Over the past two months, the bulk of the decline in
tech stocks has been concentrated in the high-growth
space. The higher your price-to-earnings ratio (or
price-to-sales if you don't have any earnings) the
more aggressive investors dumped the stock.

Throughout most of 2021, an investor could pay
nearly any multiple to sales for a fast-growing
company, and he'd be immediately rewarded with a

But, if I can steal a word made famous by our
Federal Reserve, I expect the currently hazardous
environment in growth stocks to be transitory.

The Cost of Greatness
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Where does Unity fit into this scary picture?
I won't sugar-coat it. While Unity's stock price has
been cut by more than half over the past 2-plus
months, the stock remains expensive.
The company doesn't have any net earnings, and it
continues to sport a high price-to-sales ratio.
In mid-November 2021, Unity's price-to-sales ratio
briefly eclipsed 55. This means investors were
paying $55 for every $1 of revenue… not earnings,
but sales!
I don't need to tell you that paying 55 times sales for
virtually any company is crazy.
However, thanks to the recent decline in Unity's
share price, that price-to-sales ratio is down to
around 26. And if we plug in 2023's estimated
revenue of $1.9 billion, that P/S ratio dips to about
15. Still expensive, but not quite as ludicrous.
Look, if you're going to invest in growth stocks in
the current environment, you need to do so with your
eyes wide open.
Stocks with far above-market valuations will remain
under pressure until investors are confident about the
longer-term direction of interest rates. My bet,
however, is that investors will find the confidence
they need in interest rates and the economy over the
next few months.

More Valuation Metrics
You should know two final valuation metrics that
affect Unity Software — revenue growth and the
dollar-based net expansion rate.
The company's revenue growth has been off the
charts each of the past five quarters — ranging from
42% to 68% growth. Frankly, it's impossible to
complain about the company's execution when it
comes to sales. They're crushing it.

The dollar-based net expansion rate refers to the
increase (or decrease) of revenue generated by an
existing group of customers over a defined period.
Basically companies compare the revenue generated
by existing clients in the current quarter to the same
quarter one year prior.
In Unity's case, they generated 42% more revenue
from clients in the third quarter of 2021 than in the
third quarter of 2020. To be clear, an increase of 5%
or 10% is considered good. Anything above 30% is
fantastic — and Unity turned 42%!

Here's the Bottom Line...
On a price-to-sales basis, Unity remains expensive.
But based on the company's revenue growth and
dollar-based net retention, they deserve a premium
valuation! And when sentiment turns back in favor
of growth stocks, I expect Unity to lead the market
higher.

Here’s how to invest in shares of Unity
Software: Buy a small, 25% starter
position right now, between $95 and $99.
Then scale into the remainder of your
position, adding another 25% every 15%
to 20% down.
Ultimately, this stock market decline will run its
course like every sell-off before it. And like every
stock market recovery, the leaders will be the fastestgrowing companies capitalizing on the most
explosive trends.
And with 2022's megatrend being the metaverse, we
must secure an investment in Unity, the company
best positioned to capitalize on its buildout.
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The ABCs of NFTs
Understanding the Next Big Investment in the Cryptoshpere
-by Tim Collins
Starting over can be a good thing.
Today, we’re circling back to NFTs (Non-fungible
tokens). I’m guessing, by now, you’ve heard about
them. I introduced them to you last year. Back then,
more folks believed they were more like Beanie
Babies rather than an actual asset class.

NFTs were concerned. Prior to that, NBA Top Shot
had onboarded the most people into the space. These
days a good number of the headlines revolve around
the Bored Ape Yacht Club, the 800-pound gorilla, er,
ape, in the NFT space.

Fast-forward to 2022.
While there are still plenty of doubters, there are also
quite a few believers, many of whom are willing to
spend 6- or 7-figures to acquire their most desired
NFT. Don’t get me wrong. For every NFT worth six
figures there are tens of thousands more worth zero.
The big difference here though is the aggressive
move by some of the biggest companies in the world
to get involved with NFTs.
But I digress. To understand, let’s go back to the
beginning, so that over the next six to twelve
months, we can walk the path from newbie to
experienced degen.
(If you didn’t know, “degen,” or degenerate, is not an
insult in the space. It’s a tongue-in-cheek nickname
many active participants in the NFT space call
themselves and each other.)

If this sounds like I’m speaking a foreign language,
stick with me because by the time we’re done
discussing NFTs over the next few months, this will
be old hat.

The Basics of NFTs

NFTs have revolutionized the collectible world.
Some might say they’ve “evolutionized” it.

Before you launch your own project, create an NFT,
buy or sell an NFT, create a wallet, or even open a
cryptocurrency account, you should have an
understanding as to what the heck an NFT is.

Ironically, collectibles may be the least of what NFTs
have to offer, but before we address that, let’s take a
quick moment to get an understanding of NFTs.

NFT stands for non-fungible token.
Beeple’s $69 million sale of an NFT last year
grabbed the media and the masses’ attention where
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A non-fungible token is a unique token or digital
asset that cannot be replaced with another nonfungible token. While some can look alike, or even
the same, they are not.
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In the economic world, the term “fungible” means
interchangeable. A bitcoin is fungible. I can swap
one of my bitcoins for one of yours and it makes no
difference to either of us. The same is NOT true of
non-fungible tokens.
Think of it like two works of art. Below are two
pieces created by Pablo Picasso. They were both
created in 1932. They both look similar. He
employed similar techniques, styles, and raw
materials in creating them.
But swapping one for the other makes a difference to
the holder. A $100 million difference! An owner of
The Dream would be hard pressed to give up the
$155 million painting for the $40 million Reading.
Despite their similarities, they are not the same. They
are non-fungible.

colorization, it could be worth tens or hundreds of
thousands of dollars less. Even millions.
Let’s take it one step further. What about a driver’s
license? I have one. My wife has one, but we can’t
exchange drivers licensees. My friend graduated
from a prestigious college. I graduated from a
smaller, lesser-known school. We both have
diplomas, but I can’t trade with him and use it nor
can he use mine.
These are unique even though they are considered
the same things, and they can’t be exchanged while
holding the same value and/or use. That’s a key for
non-fungible.
They also cannot be divided. I can break a crisp
dollar bill into four quarters. I can then swap those
four quarters for that tattered old dollar bill. In no
part of the scenario did the value of what I held or
what I could do with it change. It made no
difference.
Now, rip that Mickey Mantle rookie card into four
equal pieces. (Author’s note: Please don’t rip up a
Mickey Mantle rookie card because if you do, it will
have no value.) That could be a $5 million mistake.
The one on the left sold for $5.2M while the other
essentially can’t be sold.

The Dream

Reading (Marie-Therese)

You might say, sure, but they are clearly different,
and you’d be correct.
But what about two 1952 TOPPS Mickey Mantle
rookie baseball cards? They are exactly the same in
terms of picture, statistics on the back of the card,
and card numbering, but they still aren’t perfectly
interchangeable.
I can swap you a crisp new dollar bill for your
tattered and wrinkled one dollar bill with your
initials in tiny lettering in the corner and they both
spend the same. That’s not the case for the cards. If
one has a minor ding of a corner or slight mis-
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So, NFTs are unique, non-divisible, noninterchangeable digital assets that exist, and always
will, on the blockchain.
The easiest comparison for many is a digital baseball
card, and while this may be an oversimplification,
it’s great from a market angle. The idea draws on
nostalgia — Older folks who sold their card
collections years ago for a fraction of today’s value,
or worse, saw their parents trash their “worthless”
cards. For younger generations, NFTs are a more
relatable thing.
That being said, “digital collectible” was only the
first inning for the blossoming NFT market.

The Investment Side of NFTs
Many video game players have been involved in
NFTs for years without even realizing it. Buyable
and sellable in-game items like skins and weapons
are NFTs. Unfortunately, traditional video games
trap those skins and weapons within their ecosystem.
For investors, we’re still in a time of extreme risk
and reward.
Still, ignoring the potential of NFTs is foolish. There
is money to be made in this billion-dollar-plus per
year segment of the market, and it sits with
companies holding IP (intellectual property) and/or
licensing rights.
We’ve already seen Nike (NKE) make a huge
acquisition in the space, Disney (DIS) step in
strong, Draftkings (DKNG) offer their own
NFTs, Playboy (PLBY) offer one as well, along
with a host of other corporates names who
threw their hats in the ring.
Pepsi (PEP) and Anheuser-Busch (BUD) are
two of the most recent companies worth over
$100 billion to invest money into NFTs with
the goal of strengthening and expanding their
brand.
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While you may feel that selling $10 million or $20
million of NFTs here and there won’t matter on the
top line for some of the largest IP holders in the
world, the margins on NFTs approach 100%.
Additionally, the original IP or license of the NFT
has the potential to receive a fee each and every time
the NFT is traded after its initial sale.
That means if an NFT is sold for $1,000, the initial
seller receives $1,000 (less any fees) to sell it. Now,
let’s assume the original buyer sells the NFT to a
new third-party for $2,000. Fees are deducted from
that $2,000, a portion of which goes back to the
initial seller, the person who received the first
$1,000.
Yup. They get paid a few more bucks and it all goes
directly to the bottom line. The higher the price and
the more active the trading, the more money the
original seller (IP owner) receives.
It is like a subscription revenue model without
having to provide any ongoing services or additional
products.
Owning IP matters!
Disney is already in the game with its Marvel
Universe characters, and we’re seeing them expand.
Pixar is on its way, and this comes in addition to the
trading cards they currently offer as NFTs. Park
passes can’t be far behind.
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While not at the same level as Disney, Comcast
(CMCSA) should be able to leverage its
NBCUniversal subsidiary in a similar fashion.
Whatever Disney does with its parks, expect
Universal to copy.

Electronic Arts (EA)

Dreamworks can mimic anything done with Pixar.
Although not quite up to the level of Star Wars,
Jurassic Park is a jewel in the Comcast crown.
The biggest winner could be Comcast leveraging its
relationship with the Harry Potter franchise. That’s
an IP that could elevate Comcast on par with Disney.
The next logical trio of names exists in the video
game industry: Activision (ATVI), which is why
Microsoft (MSFT) is buying them for nearly $70
billion, Take-Two Software (TTWO), and Electronic
Arts (EA).
Activision (ATVI)

A game-centric company like Roblox (RBLX)
already operates in the NFT space, but more in the
way of in-app purchases and it will likely manage
them in a novel approach if they enter the space.
NFTs as digital collectibles are the low-hanging fruit
for companies. Over time, we’ll see their usage
evolve into functional products and services.
“Smart contracts,” as NFTs, will begin to play a
large role in business. KYC (Know Your Customer)
and AML (Anti-Money Laundering) are two areas
that NFTs can improve. Title insurance and real
estate deeds can potentially benefit from NFTs.
Even high schools and colleges can benefit. Expect
to see transcripts, diplomas, and letters of
recommendations done via NFTs. It may even work
its way into voter registration in the next decade.

Take-Two Software (TTWO)

As you might expect, our list will expand soon, but
let’s learn to walk before we try to run. Now that you
know what an NFT is, we can start to examine how
to create a wallet, open a trading page on OpenSea,
LooksRare, Rarible, or other platforms, and different
ways to deposit funds.
From there, we can move on to what to look for in a
project, how to find information, how to avoid
scams, how to mint your own NFTs, and, finally,
how to invest and trade NFTs.
Buckle up, this should be a fun ride.

9

WWW.STREETLIGHTCONFIDENTIAL.COM

The Last Word…
A Fight the Fed Can’t Win
-by Bob Byrne
Over the past six months, we’ve watched
the Fed make a literal about-face.

trillions in giveaways stimulus money the
government pumped into the economy.

As recently as August 2021, the key word that had
been coming from the Fed regarding inflation was
“transitory.” At the Fed’s annual Jackson Hole
confab, Chairman Jerome Powell said (my
emphasis):

This isn’t just about dealing with a little economic
overheating. This is serious. And in truth, they’re
fighting an incredible uphill battle. And it’s all
because of three reasons.

“The durable goods alone contributed about
1% to the latest 12 month measures of
headline and core inflation. Energy prices,
which rebounded with a strong recovery,
added another eight tenths of a percent to
headline inflation. And from long
experience, we expect the inflation effects of
these increases to be transitory.”
But as inflation numbers began crashing through
levels not seen in years, their tune quickly changed.
Powell “retired” the word transitory and came
around to the reality that a more serious stance was
in order. They began talking about tapering their QE
program and discussed
the possibility of one or more interest rate hikes by
2023.
Then, as reality continued to set in, they decided to
double the pace of the taper and began suggesting
that two to three increases this year were now on the
table. By then analysts were projecting as many as
four or five increases — and even the possibility of
one of them being a 50 basis point move.
The main reasons for this dramatic change in attitude
— and they’re the reasons I believe this may actually
be a round of secular inflation rather than a typical
cyclical bout — are the combination of supply issues
(the result of a lockdown-crippled supply chain) and
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Like Swimming Upstream
with a Knife to a Gunfight
First of all, they can’t fix the supply-side problem.
The supply chain is a global structure. If China isn’t
shipping products, it doesn’t matter how many hours
President Biden makes port workers work.
Second, the only tool the Fed has to battle this
problem is short term interest rates. And they’ve
pretty much admitted that it won’t be effective. Fed
Vice-Chair Lael Brainard recently admitted (my
emphasis):
“We have a set of tools. They’re very
effective, and we will use them to bring
inflation back down,” Brainard said. “Sector
to sector, there are microeconomic issues—
market structure, supply chain disruptions
—at work. That’s not where our tools are
effective.”
Finally, there’s another major force working against
them… The federal government.
Right now, the $1.2 trillion of spending that was
passed in President Biden’s infrastructure bill is
going to start hitting the economy. Here’s what’s
coming down the pipe…
•

$110 billion of new funds for roads, bridges,
and “major projects”…
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•
•
•
•

•
•
•
•
•

•

•

•

•

$55 billion to expand access to clean drinking
water…
$65 billion to help ensure that every American
has access to reliable high-speed internet…
$89.9 billion in guaranteed funding for public
transit…
$17 billion to port infrastructure and
waterways and $25 billion for airports to
address repair and maintenance backlogs…
$66 billion in additional rail funding to
eliminate the Amtrak maintenance backlog…
$7.5 billion to build out a national network of
EV chargers…
$73 billion for clean energy transmission…
$50 billion to protect against droughts, heat,
floods and wildfires…
$21 billion clean up Superfund and
brownfield sites, reclaim abandoned mine land
and cap orphaned oil and gas wells…
$11 billion for transportation safety programs,
including a new “Safe Streets for All”
program to help states and localities reduce
crashes and fatalities in their communities…
$39 billion of new investment to modernize
transit, and improve accessibility for the
elderly and people with disabilities…
$2.5 billion for zero emission buses, $2.5
billion for low emission buses, and $2.5
billion for ferries…
$21 billion in environmental remediation to
address the legacy pollution that harms the
public health of communities and
neighborhoods…

And they want to spend more with Build Back
Better.

I don’t know whether Senators Manchin and Sinema
fully understand how serious the cracks in the dam
that they have their fingers jammed in are. Or what
would happen if they pulled them out — even for a
scaled down $1.7 trillion package.
The Fed is waging a war against inflationary
pressures we haven’t seen in generations. At the
same time the government wants to aim a fire hose
of gasoline at the inflationary fire. Welcome to
Washington.

And Now a Word From Our
Portfolio
January’s been a sea of red. After a bounce last
Friday, the S&P 500 is still down 7.6% on the year.
Not surprising as every mega-cap tech stock is down
more (with the exception of Apple which is only
down 6.4%). As one would expect, there’s a fair
amount of red in our portfolio as well.
While I never like to see red numbers, it’s important
to remember we’re investing from a longer term
perspective. ARKX, Cathie Wood’s space fund, is
down a little over 22%. But that doesn’t mean her
picks are bad. Wood runs high profile funds with a
huge amount of capital that focuses on innovative
growth stocks. That makes her a target for short
sellers, especially when growth stocks are all cycling
through bear markets.
Our cannabis play, MSOS, is still part of the most
hated sector in the market.
Here’s the update. If anything changes, you’ll be the
first to know.
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