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Looking back, looking forward

2015

• Investors are going bigger and more global

- Mid Caps outperform

- Micro Caps <£100m suffer 3rd poor year in a row

- Fewer institutional investors / more specialists

• But …

- In our view sub £150m market caps now at a substantial discount

2016

• Low inflation, low growth backdrop

• Commodities may have derailed some risk takers

• China slows but doesn’t implode

• M&A is here to stay

London 2016: a great place and time for Technology
Source: Liberum
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What’s happening in 2016

Source: LGIM

Medicine

•Cheaper gene sequencing

- Companion diagnostics

•Personalized medicine

•Prevention v cure

•Immunotherapy

IoT

•Smart meters

•Street lights

•Home care (medicine)

Mobile

•Cheap phones

- TV for billions = PC + bank accounts + TV for 
world poor

- Moore’s Law continues

-  AI:  Computer beats human at GO
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……..but innovation is not enough to make money

dad
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Sales growth is not enough
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Source: Bloomberg. Performance relative to S&P Index.  Past performance is not a guide to the future

Microsoft

Intel

IBM

Rule: the cleverest technology isn’t necessarily the best investment
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“We tend to overestimate the effect of a technology in the 
short run and underestimate the effect in the long run”

Amara’s Law

7
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The “Hype Cycle”: when is pivotal innovation profitable?
Innovation + Execution + Valuation

Source: Wikipedia 

Rule: early stage businesses often disappoint

FEBRUARY 2016
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The Hype Cycle in practice: 3 Trading strategies

FEBRUARY 2016

Shooting 
Stars

Fallen angels

Constant Compounders

2

3

1

Source: LGIM & Wikipedia 
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Reference to a particular stock or stocks is on a historic basis and does not mean that the stock is currently held or will be held within any LGIM Managed Funds. For 
illustrative purposes only. Source: LGIM & Wikipedia as at January 2016
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The Hype Cycle in practice: stock examples

FEBRUARY 2016

 

InternetQ

TP Group

Rosslyn 
Data

Quantum 
Pharma

Horizon 
Discovery

1Spatial
Life 
Scientific

Smart Metering 
Systems

Softcat
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Disclaimer and important legal notice
Legal & General Investment Management does not provide advice on the suitability of its products or services.

Past performance is no guarantee of future results. The value and income derived from investments may go down as well as up. 

This presentation, and any information it contains, has been produced for use by professional investor and their advisors only.  It should not be distributed without the permission of Legal & General 
Investment Management Limited.

The risks associated with each Fund are set out in the relevant Fund Prospectus and these should be read and understood before making any investment decisions. A copy of the relevant Fund 
Prospectus can be obtained from your Client Relationship Manager.

Legal & General Management has been appointed as a distributor of the funds and to carry out the investment management of the Funds, except for the Property Funds.

Confidentiality and Limitations:

The information contained in this document (the “Information”) has been prepared by Legal & General Investment Management Limited (“LGIM”, “we” or “us”). Such Information is the propriety 
and/or confidential information of LGIM and may not be disclosed by you to any other person without the prior written consent of LGIM. 

Unless otherwise agreed by LGIM in writing, the Information in this document (a) is for information purposes only and we are not soliciting any action based on it, and (b) is not a recommendation to 
buy or sell securities or pursue a particular investment strategy; and (c) is not investment, legal, regulatory or tax advice. Any trading or investment decisions taken by you should be based on your 
own analysis and judgment (and/or that of your professional advisors) and not in reliance on us or the Information. To the fullest extent permitted by law, we exclude all representations, warranties, 
conditions, undertakings and all other terms of any kind, implied by statute or common law, with respect to the Information including (without limitation) any representations as to the quality, 
suitability, accuracy or completeness of the Information.

Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events, (b) may not consider or reflect all possible future events or conditions relevant 
to you (for example, market disruption events); and (c) may be based on assumptions or simplifications that may not be relevant to you. 

The Information is provided “as is” and “as available”. To the fullest extent permitted by law, LGIM accepts no liability to you or any other recipient of the Information for any loss, damage 
or cost arising from, or in connection with, any use or reliance on the Information. Without limiting the generality of the foregoing, LGIM does not accept any liability for any indirect, 
special or consequential loss howsoever caused and on any theory or liability, whether in contract or tort (including negligence) or otherwise, even if Legal & General has been 
advised or the possibility of such loss.

Third Party Data:

Where this document contains third party data (“Third Party Data”), we cannot guarantee the accuracy, completeness or reliability of such Third Party Data and accept no responsibility or liability 
whatsoever in respect such Third Party Data. 

Publication, amendments and updates: 

We are under no obligation to update or amend the Information or correct any errors in the Information following the date it was delivered to you.

LGIM reserves the right to update this document and/or the Information at any time and without notice. 

Although the Information contained in this document is believed to be correct as at the time of printing or publication, no assurance can be given to you that this document is complete or accurate in 
the light of information that may become available after its publication.

The Information may not take into account any relevant events, facts or conditions that have occurred after the publication or printing of this document.

Issued by Legal & General Investment Management Limited which is authorised and regulated by the Financial Conduct Authority.  Legal & General Investment Management, One Coleman Street, 
London EC2R 5AA
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