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Key risks

Past performance does not predict future returns. You may get back less than you originally invested.

We recommend any fund is held long term (minimum period of 5 years). We recommend that you hold this fund as part of a diversified portfolio of 
investments.

The Funds managed by the Global Innovation Team:

• May hold overseas investments that may carry a higher currency risk. They are valued by reference to their local currency which may move up or down 
when compared to the currency of a Fund.

• May have a concentrated portfolio, i.e. hold a limited number of investments. If one of these investments falls in value this can have a greater impact on 
a Fund's value than if it held a larger number of investments.

• May encounter liquidity constraints from time to time. The spread between the price you buy and sell shares will reflect the less liquid nature of the 
underlying holdings.

• Outside of normal conditions, may hold higher levels of cash which may be deposited with several credit counterparties (e.g. international banks). A 
credit risk arises should one or more of these counterparties be unable to return the deposited cash.

• May be exposed to Counterparty Risk: any derivative contract, including FX hedging, may be at risk if the counterparty fails.

• Do not guarantee a level of income.

• The risks detailed above are reflective of the full range of Funds managed by the Global Innovation Team and not all of the risks listed are applicable to 
each individual Fund. For the risks associated with an individual Fund, please refer to its Key Investor Information Document (KIID)/PRIIP KID.

The issue of units/shares in Liontrust Funds may be subject to an initial charge, which will have an impact on the realisable value of the investment, 
particularly in the short term. Investments should always be considered as long term.



Why we invest in innovation
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What is innovation? 
New ideas that drive down prices

Drive down prices, grow the market, drive stock returns

All use of company logos, images or trademarks in this presentation are for reference purposes only

Retail 

Cheaper than Walmart 
& Amazon

3rd largest retailer in the world

Computing

 Cheaper power-efficient 
CPU design

>300 billion ARM chips shipped
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Source: Kewei Hou, Po-Hsuan Hsu, Shiheng Wang, Akiko Watanabe and Yan Xu (2021) “Corporate R&D and Stock Returns: International Evidence”, Journal of Financial and Quantitative Analysis. Based on 418,067 
firm-year observations for 21 DM and EM countries, July 1981-June 2018. Quintiles globally pooled, value-weighted & rebalanced annually at end-June. 1981-1987: MSCI World (total gross return, local FX), 
1987-2018: MSCI All Country World (total gross return, local FX)

Innovative companies have higher returns
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Innovative companies have higher returns
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Source: Kewei Hou, Po-Hsuan Hsu, Shiheng Wang, Akiko Watanabe and Yan Xu (2021) “Corporate R&D and Stock Returns: International Evidence”, Journal of Financial and Quantitative Analysis. Based on 418,067 
firm-year observations for 21 DM and EM countries, July 1981-June 2018. Quintiles globally pooled, value-weighted & rebalanced annually at end-June. 1981-1987: MSCI World (total gross return, local FX), 
1987-2018: MSCI All Country World (total gross return, local FX)

5.9%
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Return on invested capital: R&D vs all business investment

Innovation wins through better fundamentals
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Source: Frontier Economics (2014) “Rates of return to investment in science and innovation: a report prepared for the Department of Business, Innovation and Skills (BIS)”, Frontier Economics Ltd, London; estimates 
based on an average of 60 academic studies



Why Liontrust
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Disruptors
Capital Growth
Companies with major growth 
opportunities through innovation

Leaders Income & Capital Growth
Best-in-class companies maintaining 
their lead through continual 
innovation 

All use of company logos, images or trademarks in this presentation are for reference purposes only
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00

Barrier to 
competition

High quality innovators 
Four characteristics

Innovation Management ROIC

Create value Capture value Execute Evidence

Not every innovation is a great investment



Why now?
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Stronger than ever

Prospects for Innovation

Source: US patent office, Bureau of Economic Analysis, 2021, EU Industrial R&D Investment Scorecard – European Commission 2023 
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Just like electricity, we 
believe AI will …

Why investors can’t ignore AI

Thomas Edison, 1847-1931 
Incandescent light bulb 1879

Source: Encyclopaedia Brittanica. All use of company logos, images or trademarks in this presentation are for reference purposes only 

Accelerate productivity 
growth

Drive down costs across 
the whole economy

Most deflationary 
innovation in history
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AI – 
similar early estimates

● Goldman Sachs estimate 1-1.5% boost 
to productivity growth

● New industries, new jobs?

● New engine for innovation

Introduction of electricity vs AI impact

Source: Du Boff R (1967) “The Introduction of Electric Power in American Manufacturing”, Economic History Review, Dec 1967 Vol 20,No 3; David P (1989) “Computer and Dynamo: The Modern Productivity Paradox in 
a not-too-distant Mirror”, Stanford University, Peng et al (2023) The Impact of AI on Developer Productivity: Evidence from Github Copilot” (available online); Noy S & Zhang W (2023) “Experimental Evidence on 
the Productivity Effects of Generative Artificial Intelligence”, MIT Working Paper; Martin L et al (2024) “ Better Call GPT: Comparing LLMs Against Lawyers”, Onit Inc.; Goldman Sachs Research, Company reports 

Electricity in manufacturing – 
late 19th/early 20th century

● Doubled the rate of US manufacturing 
productivity growth from 1.5% to 
nearly 3% per year

● New industries – telephone, radio, 
television, film, automobiles, 
household appliances… 
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How disruptive was electricity? 

Source: Brynjolfsson E & McAfee (2017) Machine, Platform, Crowd, W.W. Norton & Co. All use of company logos, images or trademarks in this presentation are for reference purposes only

Major losers – industrial trusts 
(giants, formed in late 19th century via M&A)

of industrial trusts 
failed by 193040%

Market share of 42 dominant industrial 
trusts 1905 & 1930

70% 45%

1900 1920 193019101905 1925 19351915

Major winners – 
disruptive innovators

GE 
(1892) 

AT&T 
(1885)
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Capital outlay 
as % of revenues

Microsoft 
Co-pilot50% <<1%

Pay-back 
period

Microsoft 
Co-pilot5 Years 1.5 Days

AI adoption will be much faster 
Much higher ROIs than electricity

Source: Based on report to the Franklin Institute by chief engineer of US Printing Office (1901)

Enterprise 
artificial intelligence

Replacement 
cycle

(steam 
system)

CPUs, GPUs, PCs, 
smartphones2-4 years25 years

Electricity based 
power system in factory
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Jensen Huang, Nvidia CEO
Accelerated computing

Pictured: Blackwell GPU architecture 2024

Why now?
AI unleashed by Nvidia’s accelerated computing revolution

Source: Company reports 2024. All use of company logos, images or trademarks in this presentation are for reference purposes only

Traditional 
computing

=
10x better 

every 5 years

Accelerated 
computing

=
1000x better 

In last 8 years
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Infrastructure

New AI technology stack
Not winners of the past cycle

Models

Engineering Tools

Apps

Source: Liontrust, as at 31.01.24. All use of company logos, images or trademarks in this presentation are for reference purposes only

Computing equipment for the age of AI

The AI brain giving today’s computers human-like 
intelligence

Tools enabling companies to harness AI

Specialist AI software driving productivity growth 
everywhere
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Market 
cap

$80bn

Innovation in the AI Age

All use of company logos, images or trademarks in this presentation are for reference purposes only

R&D/ 
sales

30%

ROIC

26%

EPS gr. 
(5y)

24%
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Innovation in the AI Age

All use of company logos, images or trademarks in this presentation are for reference purposes only

Market 
cap

$150bn

R&D/ 
sales

23%

ROIC

18%

FCF gr. 
(5y)

35%
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Innovation in the AI Age

All use of company logos, images or trademarks in this presentation are for reference purposes only

Market 
cap

$11bn

R&D/ 
sales

12%

ROIC

9%

FCF gr. 
(5y)

45%
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Five minutes into the football game 
of the new innovation cycle

-30%

+4%

Nasdaq 100 MSCI World

Fundamentals:
EPS growth Nasdaq 100 & MSCI World Q2 22 to Q1 23 

Source: Bernstein & Jefferies, data as at 31.01.24

Big recession 
in tech 2022

Valuation:
Software EV / Revenues (12-month forward)
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Covid 

Hist Avg ex-Covid: 6.1x
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Conclusion

Innovation is the 
biggest driver of 
stock returns

Drives down 
prices, grows the 
market, drives 
stocks

We invest in 
quality 
innovators 

Not every great 
innovation is a 
great investment

AI is the most 
deflationary 
innovation ever

New winners & 
losers

Five minutes into 
the football game 

A new innovation 
cycle driving high 
returns
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Disclaimer
For investment professionals only
This document is issued by Liontrust Fund Partners LLP (2 Savoy Court, London WC2R 0EZ), authorised and regulated in the UK by the 
Financial Conduct Authority (FRN 518165) to undertake regulated investment business.
It should not be construed as advice for investment in any product or security mentioned, an offer to buy or sell units/shares of Funds 
mentioned, or a solicitation to purchase securities in any company or investment product. Examples of stocks are provided for general 
information only to demonstrate our investment philosophy. The investment being promoted is for units in a fund, not directly in the 
underlying assets.
This information and analysis is believed to be accurate at the time of publication but is subject to change without notice. Whilst care 
has been taken in compiling the content, no representation or warranty is given, whether express or implied, by Liontrust as to its 
accuracy or completeness, including for external sources (which may have been used) which have not been verified
All the information provided should be treated as confidential, information may constitute material non-public information, the 
disclosure of which may be prohibited by law, and the legal responsibility for its use is borne solely by the recipient. This information 
should not be copied, forwarded, reproduced, divulged or otherwise distributed in any form whether by way of fax, email, oral or 
otherwise, in whole or in part without the express and prior written consent of Liontrust.
This is a marketing communication. Before making an investment, you should read the relevant Prospectus and the Key Investor 
Information Document (KIID) and/or PRIIP/KID, which provide full product details including investment charges and risks. These 
documents can be obtained, free of charge, from www.liontrust.co.uk or direct from Liontrust. If you are not a professional investor, 
please consult a regulated financial adviser regarding the suitability of such an investment for you and your personal circumstances.

TEA/PJ | COMP 31.05.24
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