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Long term
growth rate

Typical analyst’s practice: detailed estimates for two years and then assume a quick fade to the mean

Unrecognized growth opportunity: Higher long term growth rate

Unrecognized growth opportunity: Longer competitive advantage period
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Model / 
framework

Change Dynamic Description Investment insights

Roger’s model of 
technological 
diffusion

• Technologically 
driven change

How new technologies / products are adopted 
throughout an addressable market.

Most new technologies / products are adopted 
according to an S-shaped diffusion curve, which 
differs substantially from the often observed 
linear thinking patterns.

Moore’s ‘Crossing 
the chasm’

• Technologically 
driven change 

• Social change

Why most companies struggle to gain enough 
critical mass to conquer the mass market.

Gaining critical mass is crucial, but difficult, in 
order to make the transition from investing to 
harvesting stage. Once the chasm has been 
crossed, the underlying trend has been validated 
and is likely to have seen a shake-out in terms of 
the companies involved.

Gartner’s hype 
cycle

• Technologically 
driven change

Stylized description of the stages that 
expectations usually move through regarding 
technological innovations.

Early-stage expectations tend to be over-inflated, 
get deflated as disappointment sets in and 
subsequently lag reality as technology starts to 
deliver after all.

Christensen’s 
innovation theory

• Technologically 
driven change 

• Monetization

Classifies innovation as either sustaining or 
disruptive. Describes the forces driving change 
dynamics.

Disruptive innovation tends to favor startups/ 
new entrants while sustaining innovation tends 
to favor incumbents. This line of thinking must be 
translated to the underlying stock-selection 
process as well.

Porter’s Five 
Forces model

• Monetization Identifies and describes the five forces that shape 
and determine competitive conditions in an 
industry.

Snapshot of the basic attractiveness of an 
industry at a given point in time. Useful in 
combination with Christensen’s theory of 
disruption which better captures the dynamic 
evolution of competitive conditions over time.

Business models • Monetization of 
secular change

Three generic business models with three 
idiosyncratic profit models and characteristic 
sources of competitive advantage.

Change in business models has been a far greater 
source of disruption than new technology 
historically. There has been a noticeable change 
in business models from value chains to value 
networks. The latter is where we believe to be 
most value-add.

Centralization 
followed by de-
centralization 
pattern

• Monetization of 
secular change

Early-stage new technology tends to lead to a 
concentration of resources to a few centralized 
places. As technology matures, resources tend to 
become more modular, more de-centralized and 
more do-it-yourself suited.

Vertically integrated business configuration is 
best suited for early-stage technologies. Profit 
pools tend to migrate to performance defining 
components or subsystems as modularization 
and production chain fragmentation sets in.

Demographic 
analysis

• Demographically 
driven change

How the composition of a population is likely to 
change as a consequence of fertility/ death rates/ 
migration trends. Trends in urbanization, 
schooling, internet penetration etc.

Likely future demographic composition of 
population may provide insight into changing 
economic/ social behavior. The typical period for 
these insights to materialize is long-term, which 
research found to be less than optimally 
discounted for by the market.

Political analysis • Politically driven 
change

Watching political developments and looking for 
common threads or coordinated efforts.

Convergence of political thinking may lead to 
wide-ranging changes in terms of treaties, 
regulatory oversight or policy guidelines. 
Although the predictability of politically driven 
change is low, the investment impact can be 
substantial.





Is the trend driving the 
investment process?

Yes

NoNo trend approach

Trend approach

Is there a bottom-up 
analysis of underlying 

stocks?

Trends passive product

Trends active product

Is there a multi-trends 
approach?

Pure exposure, no diversification 
benefits

Diversification as result of low 
correlation between trends, no pure 
exposure per trend

Yes

No

Yes

No



Time

Expectations

Technology 
Trigger

Peak of 
Inflated 

Expectations

Trough of 
Disillusionment

Slope of Enlightenment Plateau of 
Productivity

Short-term overreaction
• Basket approach
• Picks and shovels

Investment chasm
• Shake-out
• Do not invest

Long-term underreaction
• More concentrated
• Long-term winners







Trend Change dynamic and 
maturity

Short description Key monitoring 
signals

Emerging 
middle class

• Socio-
demographically 
driven change

• Maturity 
depends on 
country. China 
mature, India 
just starting

The steady rise in income per capita in most, but not all, emerging countries 
is expected to lead to a non-linear change in consumption behavior (a 
disproportionate increase in discretionary spending as spending on basic 
necessities levels off) as the income level surpasses the middle class 
threshold. Many Western countries went through this development several 
decades ago. The observations from those periods can be used to a certain 
extent in assessing the investment opportunities in emerging markets. A 
factor that possibly leads to an underreaction is the magnitude of this 
emerging middle class. China, India and Nigeria are expected to house 35 
percent of the world population by 2050. Given the long-term nature of 
demographically driven change, the full potential of this change has not yet 
been included in long-term growth estimates. Another dynamic which 
coincides with the emerging middle class is the difference in sociological 
behavior as a result of new technologies and network effects. An emerging 
middle class also allows to leap-frog Western countries that have to change 
from their legacy basis. As there is no legacy in emerging markets, change 
happens much faster, as does the adoption of new technologies. China is a 
good example. As the Chinese middle class rises in terms of spending power, 
smartphone penetration levels are high, which enables a mobile-first 
ecosystem that is not yet available in many Western countries but leverages 
many capabilities ranging from e-commerce to mobile payments. 

• Discretionary
spending versus 
spending on basic 
needs

• GDP/capita 
development

• Global trade flows

Renewable 
energy

• Policy-driven 
change

• Several ups and 
downs 
historically; 
partly driven by 
fossil fuel price 
fluctuations

Renewable energy, one could argue, is both a technology and policy-driven 
trend. Energy producing and storing technology is progressing fast and costs 
are coming down quickly. However, global policy initiatives to transition from 
fossil fuel based to renewable energy still are by far the most significant 
driver, in our view. Many of the renewable energy technologies have not 
been profitable during the many years of development and still depend on 
subsidies and government guarantees. COP21 clearly shows politics are 
supportive for the near future. This is likely to remain a largely policy-driven 
trend until renewable energy sources become viable profit models. 

• Levelized cost of 
energy (LCOE) 
estimates

• Project biddings
• Cost development
• Adoption data

Additive 
manufacturing

• Technology-
driven change

• Climbing out of 
the through of 
disillusionment

Additive manufacturing, a.k.a. 3D printing, is a technology that has gone 
through the complete Gartner hype cycle. When graphing the stock 
performance of the companies that have survived the shake-out, a similar 
pattern can be observed. Although 3D printing was hyped a couple of years 
ago, the technology has continued to develop over the years and has 
survived the ‘through of disillusionment’ by improving the technology and 
changing the business model. It is now possible to print many more 
materials than plastics or specific metals, and the way this is being done 
leads to objects that have superior specifications compared to those that 
have been manufactured by using traditional methods. The dominant 
business model has changed from B2C to B2B, which required solving the 
production scale issues previously observed. In a B2B model, the industry-
dynamics change substantially. We think many of the productivity gains 
envisioned during the hype period can become reality through the 
integration with existing manufacturing processes in contrast to the vision of 
consumers who become manufacturers themselves by investing in 3D 
printers. Many investors still remember the investment chasm period and are 
underestimating the full potential of this technology, which is likely to create 
investment opportunities.  

• Earnings estimates
• M&A activity
• Overall industry 

growth (e.g. 
Wohlers report)





 

 

 









 

 

 

 







 



 

 







Nature

Culture

Governance

Infrastructure

Commerce

Fashion





http://www.robeco.com/

