Mega Trends & Their Impact
The rate of change the world is experiencing is unprecedented. To
understand why, we need to focus on Megatrends: powerful socioeconomic, environmental and technological forces that shape our
planet. The digitization of the economy, the rapid expansion of cities
and the depletion of the Earth’s natural resources are just some of
the structural trends transforming the way countries are ruled,
companies are run and people live their lives. For us, two of the
most present and influential business megatrends shaping global
industries are the unprecedented evolution and adoption of: 1.
Information & Technology (I&T) and 2. The “Sharing Economy”.
While many investors look at these trends in isolation and try to
apply them individually to investment opportunities, we at BigSur
are taking a more integrated approach to analyzing how megatrends
can create value for investors. We believe that there’s a “supra”
trend, or a combination of megatrends at play through Corporate
Concentration. Corporate concentration is the acquisition and
consolidation of diverse companies under a single umbrella. This is
because only a select group of giant “super star” companies can
capitalize on multiple mega-trends, as they have learned how to
combine the advantages of size with the virtues of
entrepreneurialism. They have both the ability to deploy extensive
amounts of cash and the specialized knowledge needed to capture
these trends and bring them to profitability. Tech titans such as Mark
Zuckerberg (from Facebook) and Larry Page (from Google) are
expanding into more and more industries as technology transforms
everything that it touches. Just as General Electric diversified into
everything electrical, Google is diversifying into everything
information-based.

What are Megatrends?
Our colleagues from Pictet Asset Management point out that
focusing on megatrends has not only proved invaluable during times
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of financial and economic uncertainty and change – it has also been a source of investment
success. Megatrends are a discrete group of powerful social, demographic, environmental and
technological forces of change that are reshaping our world. These trends evolve independently
of the economic cycle, and while they may develop in different ways and at a different pace, they
each possess the capacity to redraw the financial landscape over the long term (see Fig 1 on the
next page). The Copenhagen Institute of Future Studies points out that when human beings
develop new technologies and forms of economic organization, we are also creating new modes
of organizing society.
Megatrends may emerge from or be accelerated by financial crises, shifts in the social realities
that define the marketplace, or the threat of conflict over resources. The Cold War drove the
innovations that launched both the space race and rapid developments in the field of
microelectronics—ultimately unleashing the I&T megatrend. Electrification, the rise of mass
production, and globalization were also megatrends. The common thread among them is that
they presented inescapable strategic imperatives for corporate leaders. Corporations must
recognize the megatrends and position themselves to adapt. If they fail, they die.
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Figure 3: Key Global Megatrends

In today’s market environment, we see investor’s losing sight of
long term trends and where the world is shifting in the next few
years. By taking a step back from the short term noise, and
thinking about the megatrends that are shaping our society, we
can find investment opportunities for the long term.
Key megatrends: Technological Development & Sharing
Economy
A key megatrend we focus on is technological development,
or the unprecedented pace at which technology is now
evolving. Figure 2 above shows how much quicker technology
is reaching the masses: while it took nearly 40 years for 25%
of the US population to get telephones, it took about 5 years
to reach this level of adoption for smart phones.
Technology is being adopted quickly and is shaping every
global industry. For example, in the auto industry, this trend
manifests itself in a number of ways, most obviously via the
development of self-driving and electric vehicles being
developed by Tesla. In the defense industry, the use of drones
and advancements in cyber security are reshaping how
companies create their products and services to an expanded
client base.
The Internet of Things is perhaps the most powerful way
technology is being adopted. You can speak into a wearable
device to voice control your television or the lights in your
house. You can check in with your washing machine and it will
reply back to you what cycle it is in; your refrigerator can text
you how many eggs you have left, and your robotic vacuum
would tell you the last time it cleaned.

Source: Pictet
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The Internet of Things (IoT) and its expansion will give a
powerful push to even more consolidation amongst those
companies who are leading its adoption. Gartner, Inc., a
leading technology research firm, predicts that the number of
products connected to the internet will increase from 6.4 billion
today to 21 billion by 2020 as companies discover the power
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of software.1 The process has already begun. Coca-Cola uses microchips to track its bottles.
Tesla improved its cars’ uphill starts by transmitting a software update. General Electric
thinks that the IoT will be the biggest revolution of the coming decades. The increasing
convergence of hardware and software lets companies establish much closer relations with
their customers. They can gather information in real-time on the response to their products
and use it to make improvements. They can tailor products to the needs of individual
customers.
A second megatrend shaping all industries is the growth of the Sharing Economy – the
increased interconnectedness of individuals and businesses that is enabling the speedier
transfer of goods and services from provider to receiver. These companies typically rely
heavily on mobile technology, and create attractive offerings for customers by making them
highly convenient and cost efficient. The car sharing service Uber is probably the most wellknown, although over the last few years, there has been a boom of Sharing Economy
companies in all types of different markets. Spotify and Apple are taking over music in the
Sharing Economy; companies like Uber Eats, Amazon Now, and Grub Hub are all offering
quick food delivery; and even professional services are starting to adapt in the legal space
(Quick Legal) and medical care (Medicast).
The Sharing Economy uses advancements in technology to capitalize on the most
fundamental parts of human nature: networking and communication. This has emerged as
a megatrend because network has become a central term that permeates our way of
thinking and how companies conduct business. Those companies who do not integrate this
megatrend in their strategy will likely be left behind.
Technological progress and the network economy are just two of the many megatrends
that will have a profound effect on the interactions between individuals, organizations and
the environment over the years and decades to come. See figure 3 on the left for more
examples. We do highlight these two trends, however, as we believe that they are two of
the most impactful and transferable to profitability. It’s easy to identify companies that are
capitalizing off of technological progress and the network economy – and who are the
industry leaders.
Mega Sized Companies Dominate
Industry leaders take advantage of “supra trends” through Corporate Concentration. This
select group of “Super Star” giant companies have the means and ability to capitalize on
multiple global mega-trends.
When evaluating the global corporate landscape, it’s clear that the consolidation, power
and success of mega companies has increased over time. The McKinsey Global Institute,
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calculates that 10% of the world’s public companies generate 80% of all profits.2 According
to researchers from Rice University, firms with more than $1 billion in annual revenue
account for nearly 60% of total global revenues and 65% of market capitalization. Sales by
the median listed public company are almost three times as big as they were 20 years ago.
Profit margins have increased in direct proportion to the concentration of the market. So
did the cash reserves on the balance sheets.
Startups, meanwhile, have found it harder to get off the ground. The Brookings Institution
notes that the number of startups is lower than at any time since the late 1970s, and that
more companies die than are born, pushing up their average age. The number of startups
and IPOs in America remains at disappointingly low levels.
The superstar effect is most visible in America, the world’s most advanced economy. The
share of nominal GDP generated by the Fortune 100 biggest American companies rose from
about 33% of GDP in 1994 to 46% in 2013. The number of listed companies in America nearly
halved between 1997 and 2013, from 6,797 to 3,485, according to Rice University, reflecting
the trend towards consolidation and growth in size.3
Reasons that a few “Superstar” global companies can leverage multiple megatrends
There are several reasons why these companies are positioned to leverage these multiple
megatrends.


Network Effect: We think that the main reason these dominant companies have been
able to leverage multiple megatrends is that they master the concept of “network
effect”. Network effects have always been powerful engines of growth: not only is
success self-reinforcing but it follows the law of increasing returns. By mastering the
“network effects”, they can leverage multiple megatrends at one time.



Platforms that Interconnect, Scale: Some network companies even pay people to
become customers in order to achieve scale. And those effects become even more
powerful if networks connect with each other to produce multi-sided versions. Most
of the new tech firms are “platforms” that connect different groups of people and
allow them to engage in mutually beneficial exchanges. Older tech companies too
are putting increasing emphasis on the platform side of their business. Everyone
wants to sit at the heart of a web of connected users and devices that are constantly
opening up further opportunities for growth.
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Infrastructure of the Information Economy:



Supply Chains: These dominant global players reap enormous efficiencies by

This infrastructure is increasingly
controlled by a handful of companies: Amazon has almost one-third of the market
for cloud computing, and its cloud-services division has grown by more than half
over the past year. The world’s three most valuable companies at present are all tech
companies, and Amazon and Facebook come in at number six and seven. Google
controls 69% of the world’s search activity; 90% of the operating systems in
smartphones are provided by either Google or Apple.4

creating supply chains that stretch around the world and involve hundreds of
partners, ranging from wholly owned subsidiaries to outside contractors. Mr.
Ghemawat, from New York University calculates that America’s top 1,000 public
companies now derive 40% of their revenue from alliances, compared with just 1% in
1980. We believe Costco is a master in the supply chain.


Regulation: The growth in regulation has also played into the hands of powerful
incumbents. Regulatory bodies have got bigger. Regulation inevitably imposes a
disproportionate burden on smaller companies because compliance has a high fixed
cost. Thus, the cost per employee of federal regulatory compliance is much larger
for businesses with fewer employees than for large companies. Younger companies
also suffer more from regulation because they have less experience of dealing with
it.



Traditional Corporate Functions: The Economist points out that today these tech
giants look more like traditional corporations than startups. Back in the 1990s there
was an open-ended and freewheeling culture full of small, nimble and fluid
companies. Today the captains of new technology are replacing the freewheeling
culture with the rule of a handful of corporations. They are investing more in
traditional corporate functions such as sales and branding. So the valley is being
corporatized: a handful of winner-takes-most companies have taken over the world’s
most vibrant innovation center. The region’s startups are always in competition to
provide the big league with services or, if they are lucky, with their next acquisition.



High Cash Reserves for Active Acquisitions: With their huge piles of reserves in cash,
tech giants are also continuously buying up smaller companies as part of a wider
strategy of investing in their proprietary technologies. In 2012, Facebook acquired
Instagram for $1 billion, which works out at $30 for each of the service’s 33m users.
In 2014, Facebook bought WhatsApp for $22 billion, or $49 for each of the 450m
users. This year, Microsoft spent $26.2 billion on LinkedIn, or $60.5 for each of the
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433m users.5 Companies that a decade ago might have gone public, such as Nest (a
company that makes remote-control gadgets for the home and was sold to Google
for $3.2 billion), have found it difficult to refuse the lofty offers from these Corporate
Concentrators.6

Conclusion
Megatrends are shaping the way we live, our future, and global industries. Superstar, mega
cap companies that are able to capitalize off of multiple megatrends, especially those
related to technology development and the sharing economy, are positioning themselves
to be leaders of the future.
Investors interested in this theme through a more mature approach (versus a venture
capital opportunity) can consider investing in some of these superstar, mega cap, public
companies. For those clients who are more active in their approach to investing, and like
to follow and hold individual equities, we have a list of these superstar companies. The
clients that like an active management approach but do not like to hold individual
companies can invest in a few mutual funds we’ve identified that invest in industry super
stars. Finally, for clients who prefer a passive approach can invest in ETFs that are
constructed to invest in industry leaders.


Focus on some individual leaders like Google, Apple, Amazon, Facebook, Costco or
Biogen;



Buy a diversified portfolio of Global Blue Chip stocks like the BSP Equity List;



Buy ETFs like the Dividend Aristocrats in the US or IOO ETF (S&P 100 Global Index);



Buy a mutual fund like Morgan Stanley Global Brands.
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Important Disclosures
This material is distributed for informational purposes only. The discussions and opinions in this article are for general information only, and are
not intended to provide investment advice. While taken from sources deemed to be accurate, BigSur Wealth Management, LLC (“BigSur” or the
“Adviser”) makes no representations about the accuracy of the information in the article or its appropriateness for any given situation. Certain
information included in this article was based on third-party sources and, although believed to be reliable, it has not been independently verified
and its accuracy or completeness cannot be guaranteed. Any statements regarding future events constitute only subjective views or beliefs, are
not guarantees or projections of performance, should not be relied on, are subject to change due to a variety of factors, including fluctuating
market conditions, and involve inherent risks and uncertainties, both general and specific, many of which cannot be predicted or quantified and
are beyond our control. Future results could differ materially and no assurance is given that these statements are now or will prove to be accurate
or complete in any way. This article may include forward-looking statements. All statements other than statements of historical fact are forwardlooking statements (including words such as “believe,” “estimate,” “anticipate,” “may,” “will,” “should,” and “expect”). Although we believe that
the expectations reflected in such forward-looking statements are reasonable, we can give no assurance that such expectations will prove to be
correct. Various factors could cause actual results or performance to differ materially from those discussed in such forward-looking statements.
BigSur shall not be responsible for the consequences of reliance upon any opinion or statements contained herein, and expressly disclaim any
liability, including incidental or consequential damages, arising from any errors or omissions.
The companies discussed herein, are for illustrative purposes only and do not represent past or current recommendations by BigSur. This article
is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation and
the particular needs of any specific investor. Views regarding the economy, securities markets or other specialized areas, like all predictors of
future events, cannot be guaranteed to be accurate and may result in economic loss to the investor. Any securities or products referenced BigSur
believes may present opportunities for appreciation over the subsequent time periods. BigSur closely monitors securities discussed and client
portfolios and may make changes when warranted as a result of evolving market conditions. There can be no assurance that the securities and
performance included or referenced in the article will remain the same and investment strategies, philosophies and allocation are subject to
change without prior notice. Specific securities or companies identified and described may or may not be held in portfolios managed by the
Adviser and do not represent all of the securities purchased, sold, or recommended for advisory clients. The reader should not assume that
investments in the securities identified and discussed were or will be profitable. BigSur may change its views on these securities at any time.
There is no guarantee that, should market conditions repeat, these securities will perform in the same way in the future. Any referenced securities
and their respective returns reflect the reinvestment of income and dividends, but do not take into account trading costs, management fees, and
any other applicable fees, expenses, and various factors including account restrictions, guidelines, the timing of investments, and cash flows that
may affect the investor’s actual return and performance. Please refer to Part 2A of BigSur’s Form ADV for a complete description of fees and
expenses. Hypothetical performance results may have inherent limitations.
The returns and references to the S&P 500 index are provided for informational purposes only. The S&P 500 Index is a market-capitalization
weighted index containing the 500 most widely held companies chosen with respect to market size, liquidity, and industry. The index is calculated
on a total return basis with dividends reinvested. In addition, the volatility and securities of the index may be materially different from an
investor’s. The S&P 500 Index was selected and is referenced to allow for comparison of the performance of any referenced securities or overall
market to that of a well-known and widely recognized index. Comparisons to indexes in this material have limitations because indexes have
volatility and other material characteristics that may differ from the referenced strategy or security. Therefore, actual performance may differ
substantially from the performance of any referenced index). Investors should be aware that the referenced benchmark funds may have a
different composition, volatility, risk, investment philosophy, holding times, and/or other investment-related factors that may affect the
benchmark funds’ ultimate performance results. Due to these differences, indexes should not be relied upon as an accurate measure of
comparison and are for informational purposes only. Unless noted otherwise, all index returns are denominated in U.S. dollars.
Target exposures included in this article may differ between clients based upon their investment objectives, financial situations and risk tolerances.
Investments in general involve numerous risks, including, among others, market risk, default risk and liquidity risk. No security or financial
instrument is suitable for all investors. Securities and other financial instruments discussed in this article, are not insured by the Federal Deposit
Insurance Corporation (“FDIC”). The income and market values of the securities stated on this article may fluctuate and, in some cases, investors
may lose their entire principal investment. Past performance is not indicative of future results.
This information is highly confidential and intended for review by the recipient only. The information should not be disseminated or be made
available for public use or to any other source without the express written authorization of BigSur. Such distribution is prohibited in any
jurisdiction dissemination may be unlawful. Please contact your investment adviser for advice appropriate to your specific situation.
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