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F U N D A M E N TA L S
Investing in change
The enthusiasm and excitement of a new technology has on many occasions
captured the imagination of the supposedly hard-nosed investment community, and
encouraged them to overstate its profit potential.
The ‘hype cycle’ introduced by

Figure 1 – The Gartner Hype Cycle
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Identifying the ‘new, new thing’
These are companies capitalising
on breakthrough technologies with
enormous,

optimism

but

often

unproven
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The software and biotech sectors

There are a number of companies
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coming out of Silicon Valley, with

surrounding

market capitalisations of several

of 3D printing technology, and

investments, and a recent example
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in this part of the cycle, including
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3. CONSTANT COMPOUNDERS

that predict the likelihood of the

BOTTOM LINE
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consumer

Accelerated

consistent returns. These are the
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are
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through

the

change,

but

the

basics remain the same. The hype

advert and making a purchase.

emerging

cycle reminds us that timing and
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Despite
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overestimated in the near term and

consolidation with greater market
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come before the hype, or around the
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and is starting to be viewed and
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and solid earnings growth. Fixed
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to investing in general. There’s

income managers and large cap

valuation multiple as a result.
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a

period
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equity investors are often invested

today’s

technology
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quite

in constant compounders, as they

Some of the platform businesses in

easily be displaced by tomorrow’s

are attracted to the stable and

the UK are further advanced along

innovation, a subject we will turn to

growing cashflows.

this journey: the digital upstarts of

in a future publication.

a decade ago such as Rightmove
One
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digital
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advertising. A host of advertising
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programmatic

digital,

advertising.

Following a rapid peak-to-trough for

car
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- creating high barriers to entry,
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fraud, Criteo is an ad-tech company

returns on capital. The question

that has emerged unscathed. It is

for investors now is whether, and
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how, these disrupters could be
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