
POLAR CAPITAL 

Polar Capital Technology 

February 2012 

This presentation is for non US investors only 

Cheviot Investment Symposium 



2 

• Technology is at the core of the Polar Capital business - strong multi-cycle track record 

• One of the largest technology franchises in Europe with c. $1.2bn under management 

• Five dedicated technology specialists with more than 56 years of combined technology experience 

Nick Evans Ben Rogoff 

US Mid/Small-Cap 

Broadband Infrastructure 

US Large/Mid-Cap 

Broadband Applications 

Senior Fund Managers 

Global Technology Fund 

US$ 525.7m 

Technology Trust 

US$ 685.0m 

Craig Mercer 

Asia/Japan 

Alternative Energy 

Fatima Iu 

Europe  

Medical Technology 

Analysts / Fund Managers 

Funds 

Geographic coverage 

Thematic coverage 

Introduction to the team 

Please refer to the important information at the end of this presentation 

Colin Moar 

US Technology 

Source: Polar Capital 

30/12/2011 

Geographic coverage 

Thematic coverage 

Strategy 

Nick Evans 

Ben Rogoff 
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3000+ universe Thematic overview 

 

Dynamic definition of technology 

Real-world changes in user behaviour 

 

What we look for 

 

S-Curve inflections 

Secular themes / pure-plays 

 

What we avoid 
 

Last-generation winners 

Public venture capital 

 

Portfolio Construction 
Bottom-up stock picking 

Benchmark aware in PCT 

Valuation 
Growth bias – rev/earnings/cash flow 

Price targets (bull/base/bear) / Risk reward 

Sell Disciplines 
Mis-execution / model change 

Price level attainment 

Investment Framework 

80 / 130 stocks 

Please refer to the important information at the end of this presentation Source: Polar Capital 
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Thematic investing - the S-curve 

Maturity 

S
a

le
s

 

“Blue Sky” Emerging Mainstream Declining 

R&D 

Negative OM% 

High Growth 

Expanding OM% 

Low Growth 

Stable OM% 

No Growth 

Uncertain 

OM% 

Nano  

Tech 

PS3/Xbox 360/Wii 

Apple - iMac, Apple TV & iTouch 

Solid State Drives (SSD) 

PND/GP

S 

LCD TV / HDTV 

VoIP (IP Telephony) 
Wireless broadband (3G / HSPA & LTE (4G)) 

Offshore outsourcing 

PVR/DVR (Sky+) 

Antivirus  

Broadband Notebooks  

ERP 

Desktop PC 

      DVD 

Fuel  

Cells 

50Mb+ Broadband (ASDL 2+, FTTx & DOCSIS 3.0) 
Clean Energy (solar & wind) 

Wireless Networking (802.11n) 

Internet search / advertising 
2G Handsets 

Xbox/PS2 

VCR 

Software as a Service (SaaS) 

Server & Storage Virtualisation 

LED (TVs, lighting & displays) 

Brazil, Russia, India & China  

Could extend the lifecycle of  

some otherwise mature products,  

especially with stimulus/subsidies 

 Smart phones & mobile applications 

Digital Camera (DSC) 

Mainframe 

Emerging Market Ecommerce/Internet 

Netbooks, tablets & haptics 
Smart agriculture & clean water 

Smart  

grid 
Electric  

vehicles 

 Social networking & location based services 

Video over IP (TV, communication & security) 
Cloud Computing (shared infrastructure) 

Please refer to the important information at the end of this presentation Source: Polar Capital 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  

 



POLAR CAPITAL 

Performance track record 

Please refer to the important information at the end of this presentation 
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Polar Capital Technology performance vs. W1TEC (01/5/03 – Present) 

Source: Bloomberg, as at 24/1/12. *W1TEC shown is price, rather than total return. 

Past performance is not indicative or a guarantee of future results.  
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Forward relative PE: 1992 - Present 

Undemanding valuations 

Please refer to the important information at the end of this presentation 
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Source: Ned Davis, as at 20/1/12 

Forward absolute PE: 1992 - Present 

Source: Ned Davis, as at 20/1/12 
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ISM vs. IT expenditure: 1948 - Present 

Source: Ned Davis, as at 30/9/11 

Capital spending trends benign 

Please refer to the important information at the end of this presentation 

7 

Source: Ned Davis, as at 30/09/11 

IT capital spending as % GDP: 1947 - Present 
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A new technology cycle is under way 

IT spending: unlikely to resemble the 1990s  

Source: Goldman Sachs, January 2012 

Please refer to the important information at the end of this presentation 
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IT spending: profound shift in priorities 

Source: Gartner, December 2011 



POLAR CAPITAL 

Cloud computing: mass production of IT 
• Budget pressure proves the welcome catalyst for an architectural rethink from the 80/20 „rule‟ 

• Datacentre consolidation driven by power-related savings, enabled by virtualisation / Internet 

• Private clouds de-risk the concept but „public clouds‟ significantly expand the applicability of IT 

• Previous transitions to mass production have proven exceptionally disruptive to incumbents 

The recentralisation of IT 

Source: Microsoft, November 2010 

Please refer to the important information at the end of this presentation 

Source: William Blair 
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Cloud computing: cheaper and more flexible 

SAMPLE 

 HOLDINGS 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  

 



POLAR CAPITAL 

Broadband applications: expanding the market 
• The Internet has led to new applications incl. online advertising, e-commerce and SAAS.  

• Software as a service (SAAS) targets an $150bn opportunity, c.10% penetrated today* 

• Legacy software vendors‟ maintenance streams at risk as SAAS gains further traction 

• Accelerating adoption of desktop virtualisation reflects changing IT priorities / DC computing 

Shift towards SAAS: SaaS vs on-premise software 

Source: Goldman Sachs, January 2011 

Please refer to the important information at the end of this presentation 

Source: www.census.gov. * Morgan Stanley 

E-Commerce: relative modest penetration to date 

 

SAMPLE 

 HOLDINGS 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  
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http://www.census.gov/
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Ubiquitous computing: driving mobile data 

• Smartphone penetration in the „sweet spot‟, driven by new devices, flat pricing and new apps 

• New entrants and their own eco-systems have captured a disproportionate share of profits 

• Gartner forecast tablet market reaching 54m units in 2011; complement or substitute? 

• Mobile data is forecast to rise 39x between 2009 and 2014* driven by video usage. 

Smartphone penetration: in the „sweet spot‟ 

 

Source: Goldman Sachs 

Please refer to the important information at the end of this presentation 
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iPad forecasts: cumulative unit estimates suggest record ramp 

Source: Morgan Stanley,  December 2010 

SAMPLE 

 HOLDINGS 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  * Cisco. 
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• Consumption a key driver in China growth story which should ensure tech sector participation 

• Household disposable income growth commensurate with „big ticket‟ items = huge opportunity 

• Macroeconomic risk relating to wage inflation should result in a greater focus on productivity 

• Favoured themes: China consumption, factory automation, IT services / software 

Emerging market exposure. Finally. 

EM household income: approaching $10k „cross-over‟  

 

Source: Gavekal 

Please refer to the important information at the end of this presentation 

Source: CLSA. Chart relates to 2009 data 

Tech penetration:  strong correlation with GDP growth 

SAMPLE 

 HOLDINGS 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  
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POLAR CAPITAL Please refer to the important information at the end of this presentation 

Cloud = mass production of IT 

scale standardisation automation 

13 



POLAR CAPITAL Please refer to the important information at the end of this presentation 

Cloud = mass production of IT 

standardisation automation scale 

HTTP 

TCP / IP 

DNS 

Ethernet 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  
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Please refer to the important information at the end of this presentation 

Source: Bloomberg 

Source: Bloomberg 

Source: Bloomberg 

Source: Bloomberg 

New cycles challenge the value of incumbency 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  
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“The Innovator‟s Dilemma” 

Source: Christensen, Clayton M.  

“This…is about the failure of companies to stay atop 

their industries when they confront certain types of 

market and technological change. It's not about the 

failure of simply any company, but of good 

companies - the kinds that many managers have 

admired and tried to emulate. It is about well 

managed companies that have their competitive 

antennae up, listen astutely to their customers, invest 

aggressively in new technologies, and yet still lose 

market dominance” 

Extract taken from „The Innovator‟s Dilemma: When New Technologies 

Cause Great Firms to Fail‟ by Clayton M. Christensen (1997) 

 

New cycles challenge the value of incumbency 

Please refer to the important information at the end of this presentation 
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“The Innovator‟s Dilemma” 

Source: Christensen, Clayton M.  

New cycles challenge the value of incumbency 

Please refer to the important information at the end of this presentation 
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Source: UBS, * Polar using Bloomberg estimates 

Select M&A activity: recent acceleration 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  
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Source: UBS, as at September 2011 

Global Technology M&A deal value: 1995 - 2011 

 

Source: UBS, as at September 2011 

Global Technology M&A Avg. Premiums: 1995 - 2011 

New cycles challenge the value of incumbency 

Please refer to the important information at the end of this presentation 
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Source: Piper Jaffray, January 2012 

US technology sector (weighted): 1969 - Present US technology sector (un-weighted): 1969 - Present 

New cycles challenge the value of incumbency 

Please refer to the important information at the end of this presentation 
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Source: Piper Jaffray, January 2012 
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Select technology performance:  CY 2011 Select technology performance:  post 2008 lows 

Please refer to the important information at the end of this presentation 

Past performance is not indicative or a guarantee of future results. 
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Source: Bloomberg, as at 23/9/11 Source: Bloomberg, as at 23/9/11 

US small cap 

unweighted 

US large cap 

US small cap 

unweighted 

US large cap 

2011: a time out? 
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IBM relative vs. US 10yr Treasuries (price): 12/09 – Present Correlation of S&P tech stocks vs. sector: 1972 - Present 

Please refer to the important information at the end of this presentation 
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Source: Bloomberg, as at 24/1/12 Source: Bloomberg, as at 23/9/11 

2011: a time out? 
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New cycles challenge the value of incumbency 

Please refer to the important information at the end of this presentation 

US Technology: equally weighted 

Source: Piper Jaffray 
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New cycles challenge the value of incumbency 

Please refer to the important information at the end of this presentation 

US Technology: market-cap weighted 

Source: Piper Jaffray 
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PCT positioning (as at 31/12/11) 

Source: Polar Capital, as at 31/12/11 Source: Polar Capital, as at 31/12/11 

Please refer to the important information at the end of this presentation 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  
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PCT positioning (as at 25/11/11) 

 

Analog Devices 

Apple 

Applied Materials 

Canon 

Cisco Systems 

Hewlett-Packard 

HTC 

Infosys 

Intel  

Intl. Business Machines 

Microsoft 

Motorola Mobility 

Motorola Solutions 

NHN 

Nokia 

Qualcomm 

SAP 

Symantec 

Xerox 

Yahoo! 

Market Cap exposure versus benchmark 

Largest overweights Largest underweights 

Source: Polar Capital, as at 25/11/11 

Source: Polar Capital, as at  25/11/11 

 
Amazon.com 

ARM Holdings 
ASM Pacific Tech 

Citrix Systems 
CommVault Systems 

Concur Technologies 
Constant Contact 

eBay 
F5 Networks 

Hon Hai Precision 
Hoya 

Integrated Device Tech. 
Juniper Networks 

Lattice Semiconductor 
Radware 

Riverbed Technologies 
Salesforce.com 

SDL 
Sourcefire 

Vishay 
 

Please refer to the important information at the end of this presentation 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this 

document.  A list of all recommendations made within the immediately preceding 12 month is available upon request.  
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• Our conviction in a “new technology cycle” has increased 
• “IT sprawl” / pent-up demand / CIO surveys / strategic M&A / company results 

• Recessionary budget pressure acting as a catalyst for adoption 

 

• It is not about IT budget growth BUT reallocation of existing budgets 
• Against the backdrop of below trend global growth – IT budget growth likely limited  

• Significant reallocation of budgets (away from power, labour, real estate and hardware) 

 

• Addressable market is expanding and buyers of technology changing 
• “Utility” model driving down costs and increasing flexibility is stimulating new demand 

• Business users (profit centres) starting to drive IT spending outside traditional budgets 

 

• Pace of innovation is accelerating at expense of incumbents 
• Value of incumbency diminished as buying habits change and new technologies mature  

• “Free cash flow” proving to be anything but, as strategic M&A ensues 

 

• Compelling secular growth opportunities for bottom-up investors 
• Generalist funds and ETF‟s often provide exposure to legacy technologies  

• “New cycles” are highly disruptive and require a non benchmark orientated approach 

 

Conclusions 

Please refer to the important information at the end of this presentation 
Source: Polar Capital 

31/12/2011 



Polar Capital  

Four Matthew Parker Street 

London  SW1H 9NP 

House View 

This document has been produced based on Polar Capital research and analysis and represents our house view. All sources are Polar Capital unless otherwise stated. 

Important Information 

The information provided in this presentation is for the sole use of those attending the presentation it shall not and does not constitute an offer or solicitation of an offer to make an 

investment into any fund managed by Polar Capital.  Any other person who receives this presentation should not rely upon it.  It may not be reproduced in any form without the express 

permission of Polar Capital. 

This document does not provide all information material to an investor‟s decision to invest in  the Polar Capital Technology Trust PLC, including, but not limited to, risk factors.      

Statements/Opinions/Views 

All opinions and estimates in this report constitute the best judgment of Polar Capital as of the date hereof, but are subject to change without notice, and do not necessarily represent the 

views of Polar Capital.  Polar Capital is not rendering legal or accounting advice through this material; readers should contact their legal and accounting professionals for such information. 

Third-party Data 

Some information contained herein has been obtained from other third party sources and has not been independently verified by Polar Capital.  Polar Capital makes no representations as 

to the accuracy or the completeness of any of the information herein.  Neither Polar Capital nor any other party involved in or related to compiling, computing or creating the data makes any 

express or implied warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of 

originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data.   

Holdings  

This portfolio data is “as of” the date indicated and should not be relied upon as a complete or current listing of the holdings (or top holdings) of the fund.  The holdings may represent only a 

small percentage of the aggregate portfolio holdings, are subject to change without notice, and may not represent current or future portfolio composition.  Information on particular holdings 

may be withheld if it is in the fund‟s best interest to do so.  It should not be assumed that any of the securities transactions or holdings discussed was or will prove to be profitable, or that the 

investment recommendations or decisions we make in the future will be profitable or will equal the investment performance of the securities discussed herein.   The information provided in 

this document should not be considered a recommendation to purchase or sell any particular security.   

Benchmarks 

The following benchmark index is used: Dow Jones World Technology Index (Total Return). This benchmark is generally considered to be representative of the Technology equity universe. 

This and all benchmarks are broad-based indices which are used for comparative/illustrative purposes only and have been selected as they are well known and are easily recognizable by 

investors. Please refer to www.djindexes.com for further information on this index. Comparisons to benchmarks have limitations because benchmarks have volatility and other material 

characteristics that may differ from the fund.  For example, investments made for the fund may differ significantly in terms of security holdings, industry weightings and asset allocation from 

those of the benchmark.  Accordingly, investment results and volatility of the fund may differ from those of the benchmark.  Also, any indices noted in this presentation are unmanaged, are 

not available for direct investment, and are not subject to management fees, transaction costs or other types of expenses that the fund may incur.  In addition, the performance of the indices 

reflects reinvestment of dividends and, where applicable, capital gain distributions.  Therefore, investors should carefully consider these limitations and differences when evaluating the 

comparative benchmark data performance.  The information regarding the indices are included merely to show the general trends in the periods indicated and is not intended to imply that 

the fund was similar to any of the indices in composition or risk.  
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Four Matthew Parker Street 

London  SW1H 9NP 

Regulatory Status 

This document is Issued in the UK by Polar Capital. 

Polar Capital LLP is a limited liability partnership number OC314700. It is authorised and regulated by the Financial Services Authority. A list of members is open to inspection at the 

registered office, 4 Matthew Parker Street, London SW1H 9NP 

Information Subject to Change 

The information contained herein is subject to change, without notice, at the discretion of Polar Capital and Polar Capital does not undertake to revise or update this information in any way.   

Forecasts 

References to future returns are not promises or even estimates of actual returns Polar Capital may achieve, and should not be relied upon.  The forecasts contained herein are for 

illustrative purposes only and are not to be relied upon as advice or interpreted as a recommendation.  In addition, the forecasts are based upon subjective estimates and assumptions 

about circumstances and events that may not yet have taken place and may never do so.   

Performance 

Performance is shown net of fees and expenses and includes the reinvestment of dividends and capital gain distributions.  Many factors affect fund performance including changes in 

market conditions and interest rates and in response to other economic, political, or financial developments. Investment return and principal value of your investment will fluctuate, so that 

when your investment is sold, the amount you receive could be less than what you originally invested.   Past performance is not a guide to or indicative of future results.  Future returns are 

not guaranteed and a loss of principal may occur.  Investments are not insured by the FDIC (or any other state or federal agency), are not guaranteed by any bank, and may lose value.   

Investment Process - Risk 

No investment process or strategy is free of risk and there is no guarantee that the investment process or strategy described herein will be profitable.  Investors may lose all of their 

investments.   

Allocations 

The strategy allocation percentages set forth in this document are estimates and actual percentages may vary from time-to-time.  The types of investments presented herein will not always 

have the same comparable risks and returns.  Please see the private placement memorandum for a description of the investment allocations as well as the risks associated 

therewith.  Please note that the fund may elect to invest assets in different investment sectors from those depicted herein, which may entail additional and/or different risks.  The actual 

performance of the fund will depend on the Investment Manager‟s ability to identify and access appropriate investments, and balance assets to maximize return to the fund while minimizing 

its risk.  The actual investments in the fund may or may not be the same or in the same proportion as those shown herein.   

 


