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Best Ideas Portfolios
Technology in focus | The internet

Investors

The EQ Best Ideas Portfolios offer exposure
to a range of investment themes through
our selected fund managers. At present,
the biggest overarching theme within
the portfolios is technology. The pace of
innovation within technology and the rate at
which technology (s disrupting almost every
industry are two of the biggest forces driving
the global economy.

Technology exposure within the portfolios
includes a number of sub-themes such as the
internet, robotics & automation, big data and
artificial intelligence. In this update we focus
on the internet and how it is transforming our
world.

TECHNOLOGY - THE INTERNET

Huge companies are emerging almost
overnight serving customers online. Often,
these companies have very few physical
assets since they focus on provision of
services rather than goods. Their nature, like
the thriving digital economy, (s virtual.

A new and immense digital economy
is being created with platforms that
are mobile, cloud-based and internet-
enabled. These networks are generating
vast amounts of data, the information
within which we are only just beginning to
unlock. It is creating new business models
while also enhancing old ones.

THE CLOUD
Therrise of virtual computing

Computers are not just the things sitting on desks in
homes and offices, or the servers locked in cupboards
tended by the IT technician. The current trend of
computing is towards the ambiguous ‘cloud’. Cloud
computing is the on-demand delivery of computer

power, data storage, software applications and other
IT resources, delivered to users over the internet with
a pay-as-you-go pricing model; and its growing fast.

Whether it's a messaging and photo-sharing app,
streaming music and video, or storing and analysing
medical records, the machines doing the actual
computing are increasingly cloud-based rather than
hosted locally on company premises. As more work
gets done in the cloud, it spawns broader data sets
(“Big Data”), and as more computing power shifts into
the cloud, it offers more users the chance to develop
sophisticated software tools that mimic the way we
learn. This is the realm of artificial intelligence.
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This infographic shows just how much activity
happened in the digital world each minute in 2016.
Source: Visual Capitalist?
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EXAMPLE HOLDING:
Amazon

The biggest company providing cloud computing
services is a division of the online retailer, Amazon.
There are more than 1 million active customers of
Amazon Web Services from quintessentially online
businesses like Airbnb and Spotify to old industry
stalwarts like Unilever and General Electric.

So fast is the adoption of cloud computing that as
a division growing revenue at 47% year on year,®
Amazon Web Services is expected to become
larger than Amazon’s core retail business within
the next 7 years.*
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FUND IN FOCUS:
Rathbone Global Opportunities

Rathbones

Look forward

Amazon is an investment held by Rathbone Global
Opportunities Fund. The fund has a focus on developed
market equities, seeking out undervalued growth
opportunities. A current feature of the fund is a bias
towards technology names.

You can find out more about Rathbone Global
Opportunities and see where it fits into the Best Ideas
Portfolios at:

eqginvestors.co.uk/eqg-rated-funds/
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SOCIAL MEDIA AND DIGITAL MARKETING
The Millenials driving global growth

The Millennial generation is already the biggest
generation in US history — bigger even than the Baby
Boomers.® Each generation shares a different perception
of the world to the one preceding it and the Millennials
are no different. This is the first generation to grow up
in the digital world, with smart phones, permanently
connected to the internet. As they are soon to move
into their prime spending years, companies are forced
to examine how they do business.

Being always connected means having instant access
to a wealth of information. From product information,
reviews and price comparisons at their fingertips,
Millennials are more selective in their purchase habits,
place more value on recommendations and are more
sensitive to price.® Through social media, they are also
connected to a vast online community expanded in
both number and geographic reach than any concept
of community in elder generations.

Future success of businesses is hinged on getting their
online strategy right. Online, digital advertising spend
is set to grow in volume while social media allows
advertising to be directed towards ever more specific
target audiences.
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EXAMPLE HOLDING:
Tencent

Tencent is the equivalent of Facebook in China.
It has a number of online services including
the largest Chinese social media and instant
messaging community. While the total number
of users is dwarfed by its western counterparts,
the penetration rate of smart phones in China has
much further to go.

The company is already one of the top 20
companies in the world and is growing revenues
at over 45% per annum.
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FUND IN FOCUS:
Hermes Global Emerging Markets

7
HERMES

INVESTMENT MANAGEMENT

Tencent is a holding in the Hermes Global Emerging
Markets Fund. The fund invests throughout emerging
markets on a global basis. Given current opportunities
presented by China’s economic rebalancing, there is
a large emphasis on China and the technology sector
across the Asia region.

DIGITAL STORAGE
The data explosion

There is a huge volume of data online. The largest
library in the world is the US Library of Congress. It was
estimated in 2005 that we created over 2.5 exabytes
of data every single day.” That’'s 2.5 billion gigabytes
or 7,500 times the entire contents of the Library of
Congress. Every. Single. Day. In the same year it was
estimated that 90% of all online data up to that time had
been created in the previous two years. Just imagine
our requirements today, more than 10 years on...

Clearly, data is not knowledge. But all those videos of
cats on Facebook sure do take up a lot of storage space!
On a more serious note, there is an ever increasing
breadth of data available online from medical records
and images, credit card transaction data, smart phone
GPS data, email traffic, weather forecast data, drone
and satellite images to name just a few. Before any of
it can be used collaboratively (and an ever increasing
amount of it certainly is being analysed), it needs to be
stored.
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EXAMPLE HOLDING:
Western Digital

Western Digital is one of the world’s largest
independent makers of hard-disk drives. It derives
a significant portion of its revenue from traditional
PC’s and smart phones which are declining or
saturated markets but in 2016 it acquired Sandisk
which also provides storage solutions for data
centres. As the explosion in data continues, this
part of the business will become increasingly
important and drive its share price more than its
traditional markets.
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FUND IN FOCUS:
GAM Star Technology

Advancing
potential

Western Digital is a holding in the GAM Star Technology
fund. The fund focuses on emerging growth themes
within the technology sector and so has a bias towards
the United States.

Find out more about GAM Star Technology and Hermes
Global Emerging Markets, and see where they fit into
the Best Ideas Portfolios at:

eqginvestors.co.uk/eqg-rated-funds/
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Next steps:
You canview factsheets andinvest online via the EQ website. For other questions

and enquiries please contact your EQ adviser or visit:

@ eginvestors.co.uk
& 02074887110
(4 enquiries@eqinvestors.co.uk
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Cumulative performance since inception 30/09/2013 to 31/03/2017
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EQ Investors Limited, Centennium House, 100 Lower Thames Street, London EC3R 6DL.

EQ Investors Limited is authorised and regulated by the Financial Conduct Authority. Registered in England & Wales at 6th Floor, 60 Gracechurch
Street, London EC3V OHR. Company Number 07223330.

This document has been drafted solely to keep investors informed and does not constitute a personal recommendation. These model portfolios
are not suitable for all investors: investments may only be undertaken based on a recommendation from a financial adviser. Example holdings and
funds included in the Best Ideas Portfolios on 01/04/2017. Model performance is shown in sterling, net of underlying fund charges and an EQ
management fee of 0.59% (including VAT) per annum, but excludes platform and advice fees. Underlying fund charges may vary depending on
platform. All income reinvested; actual returns may vary. * We use Asset Risk Consultants (ARC) to benchmark the performance of our portfolios.
ARC benchmark figures are based on participating investment managers’ actual performance data, net of fees, following the last quarter end.
This document may contain opinions that represent our assessment and interpretation of information with which we have been provided and no
representation or warranty, expressed or implied, is given as to its accuracy or completeness. Data sources: EQ, Morningstar. EQ/0417/085




