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Disclaimer

This presentation has been produced for information purposes with the information contained within the presentation, believed to be
correct at the time of issue and does not purport to contain all the information that a prospective investor may require. CIMB Private
Banking, a division of CIMB Bank Berhad within Singapore (“CIMB”) makes no express or implied warranty as to the accuracy or
completeness of any such information and opinion contained in this presentation. Nothing in this presentation is intended to be, or should
be construed as an invitation by CIMB to buy or sell, or as an invitation to subscribe for, any securities , related investments or other
financial instruments thereof. The price and value of any investments and indicative incomes herein contained may fluctuate either
positively or negatively. All references to past performances is not a guide to any future performance. It should be noted that investments
in emerging markets are subject to increased levels of volatility than more established markets. Some of the reasons for this volatility
relates to the respective economy, political climate, credit worthiness, currency and general market within that country, When investing in
investments denominated in a foreign currency these transactions are also subject to fluctuation in exchange rates.

The information in this presentation is subject to change without notice by CIMB. Neither CIMB nor any of its affiliates, advisers or
representatives are obliged to update any such information subsequent to the date hereof. Because it is not possible for CIMB to have
regard to the investment objectives, financial situation and particular needs of each person who reads this presentation, the information
contained in it may not be appropriate for all persons. Each person reading this presentation should carefully consider whether an
investment in such product is suitable in light of their own circumstances, financial resources and entire investment programme. CIMB is
not acting as an advisor or agent to any person to whom this presentation is directed in respect of its contents. You, the recipient of this
presentation must make your own independent assessment of the contents, and should not treat such content as advice relating to legal,
accounting, taxation, technical or investment matters. Please contact your Private Banker or our general line at 6661 2228 to discuss any
information contained within or prior to acting in reliance of any information contained within this presentation.

Neither the CIMB Group nor any of their directors, employees or representatives are to have any liability (including liability to any person
by reason of negligence or negligent misstatement) whether pecuniary or not from any statement, opinion, information or matter (express
or implied) arising out of, contained in or derived from or any omission from the presentation, except liability under statute that cannot be
excluded.
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A better year for global trade in 2017?
The World Trade Organization (WTO) sees
world trade growing by 2.4% in 2017 but
warned of deep uncertainty due to
economic and policy developments,
particularly in the US. WTO revised its
range of growth this year to between 1.8
and 3.6% from 1.8 to 3.1% back in Sep
2016. WTO warned that trade growth
remains fragile, calling much of the
uncertainty as political.
Over the past five years, the WTO has
frequently revised its preliminary forecasts
because projections of economic recovery
prove to be overly confident. Global trade
growth for 2016 was at an unusually low at
1.3%, the most sluggish pace since the
financial crisis, failing to hit WTO’s already
revised expected growth rate of 1.7% in
September 2016.

Source: CPB World Trade Monitor, various issues, CEIC, Bloomberg
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2017 Outlook: Moderate recovery underway
Difference from ADB's ADO
Dec16's forecasts (pts)

GDP growth (%YoY) 2013 2014 2015 2016 2017f 2018f
Developing Asia
6.5 6.3 6.0 5.8 5.7 5.7
East Asia
6.8 6.6 6.1 6.0 5.8 5.6
China
7.8 7.3 6.9 6.7 6.5 6.2
S Korea
2.9 3.3 2.6 2.7 2.5 2.7
Taiwan
2.2 4.0 0.7 1.5 1.8 2.2
South Asia
6.1 6.7 7.2 6.7 7.0 7.2
India
6.5 7.2 7.9 7.1 7.4 7.6
Pakistan
3.7 4.1 4.0 4.7 5.2 5.5
Southeast Asia
5.2 4.6 4.6 4.7 4.8 5.0
Brunei
-2.1 -2.5 -0.4 -2.5 1.0 2.5
Cambodia
7.4 7.1 7.0 7.0 7.1 7.1
Indonesia
5.6 5.0 4.9 5.0 5.1 5.3
Loas
7.8 7.5 6.7 6.8 6.9 7.0
Malaysia
4.7 6.0 5.0 4.2 4.4 4.6
Myanmar
8.4 8.0 7.3 6.4 7.7 8.0
Philippines
7.1 6.2 5.9 6.8 6.4 6.6
Singapore
5.0 3.6 1.9 2.0 2.2 2.3
Thailand
2.7 0.9 2.9 3.2 3.5 3.6
Vietnam
5.4 6.0 6.7 6.2 6.5 6.7
GDP growth (%YoY) 2013 2014 2015 2016 2017f 2018f
Developed economies
1.5 2.2 1.6 1.9 1.9
USA
2.4 2.6 1.6 2.4 2.4
Euro area
0.9 1.9 1.7 1.6 1.6
Japan
-0.1 1.2 1.0 1.0 0.9
Inflation (%YoY)
2013 2014 2015 2016 2017f 2018f
Developing Asia
3.8 3.0 2.2 2.5 3.0 3.2
East Asia
2.4 1.9 1.3 1.9 2.3 2.6
Southeast Asia
4.2 4.1 2.8 2.1 3.3 3.5

2016
0.2
0.2
0.1
0.1
0.3
0.1
0.1
0.0
0.2
-3.3
-0.1
0.0
0.0
0.0
-1.9
0.0
0.4
0.0
-0.1
2016
0.1
0.0
0.1
0.2
2016

2017
0.0
0.2
0.1
-0.2
0.2
-0.3
-0.4
0.0
0.2
-1.5
0.0
0.0
-0.1
0.0
-0.6
0.0
0.2
0.0
0.2
2017
0.1
0.0
0.2
0.2
2017

Difference from IMF
Jan17's forecasts
Overview of IMF's WEO April 2017 Projections
(pts)
2014 2015 2016e 2017f 2018f 2016 2017 2018
Global GDP growth (%YoY)

3.4

3.2

3.1

3.5

3.6

0.0

0.1

0.0

Advanced economies

1.9

2.1

1.7

2.0

2.0

0.1

0.1

0.0

USA

2.4

2.6

1.6

2.3

2.5

0.0

0.0

0.0

Eurozone

1.1

2.0

1.7

1.7

1.6

0.0

0.1

0.0

Emerging/Developing Asia

6.8

6.7

6.3

6.4

6.4

0.0

0.0

0.1

China

7.3

6.9

6.7

6.6

6.2

0.0

0.1

0.2

India

7.2

7.6

6.8

7.2

7.7

0.2

0.0

0.0

ASEAN5

4.6

4.8

4.9

5.0

5.2

0.1

0.1

0.0

Global trade volume

3.7

2.7

2.2

3.8

3.9

0.3

0.0

-0.2

Source: IMF's WEO Apr 2017, e = estimate, f= forecast

IMF: “Consistently good economic news since
summer 2016 is starting to add up to a brightening
global outlook. The economic upswing that we have
expected for some time seems to be materializing:
indeed, the World Economic Outlook (WEO) raises its
projection for 2017 global growth to 3.5%, up from
our recently forecast 3.4%. Our 2018 forecast holds
steady, with the world economy’s growth set to rise
to 3.6% next year. The expected growth
improvements in 2017 and 2018 are broadly based,
although growth remains tepid in many advanced
economies, and commodity exporters continue to
struggle disruptions”. (IMF’s WEO April 2017)

Source: ADB's Asian Development Outlook 2017
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Macro Asia: Encouraging start to 2017
Nikkei ASEAN/Global Manufacturing PMI
Countries
Apr-17
Jan-Apr17
P'pines
53.3
53.4
Vietnam
54.1
53.7
Myanmar
52.9
52.4
Indonesia
51.2
50.4
Thailand
49.8
50.3
M'sia
50.7
49.6
S'pore
50.1
48.5
Overall ASEAN
51.1
50.6
Global Mfg PMI
52.8
52.9

Sep-Dec16
56.5
52.8
49.2
49.6
49.1
47.5
46.0
49.6
52.0

Jan-Apr16
54.5
51.2
51.3
49.8
49.8
48.0
na
na
50.4

Source: Markit

* China, Japan, S Korea, HK & ASEAN-5

Source: Bloomberg, CEIC

7

Markets encouraged by Q1 global macro picture, but…

Source: Bloomberg, CEIC

8

Fears contained while USD & “Trump reflation trade”
struggled so far this year

Source: Bloomberg, CEIC
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Recent softening of commodity prices a worry?

Source: Markit, Bloomberg, CEIC
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China on steadier growth path
Although 1Q17 GDP growth was stronger than
expected, China is still on a multi-year slower growth
trajectory that will be exacerbated by uneven external
demand. The economy is still expected to expand 6.2%
in 2017 (6.6% in 2016), according to the IMF.
Among the main policy challenges is to manage the
impact of slower growth while rebalancing demand
from exports and investment to domestic consumption.
There is also a pressing need to reduce leverage, and in
areas where credit growth has been exceptionally high.
PBOC had also warned that the government's push to
reduce debt levels and overcapacity could increase
bond default risks and make it more difficult for
companies to raise funds. On a positive note, China's
financial system is largely funded by retail deposits, and
many banks and borrowers were "either state-owned
or heavily state-influenced“.
Key political event in 2017 is the 19th National
Congress of the Communist Party of China. This twicea-decade congress to be held in Beijing will be closely
watched for a gauge of President Xi Jinping’s
powerbase which will have an impact of China’s ongoing restructuring efforts.
Source: Bloomberg and CEIC
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China on steadier growth path…cont’d
Prime Minister Li Keqiang delivered the country’s
proposed economic targets in early March at the
opening of the fifth session of the 12th National
People’s Congress, the country’s top legislature.
The government set a 2017 growth target of
“around 6.5%, or higher if possible.” The
government also pledged to “contain excessive
home price rises in hot markets”. Apart from
maintaining stable fixed investment growth target
to reducing coal & steel capacity, other objectives
included:
•

Money supply growth of about 12% vs. 13% in
2016 (actual 2016: 12%)

•

Maintain consumer price inflation at about 3%
(actual 2016: 2.0%)

•

Maintain fiscal budget deficit at 3% of GDP (actual
2016: -3.2%)

•

Retail sales growth of 10% vs. 1216’s target of 11%
(actual 2016: 10.4%)

Source: Bloomberg and CEIC
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China’s Belt and Road Initiative
Background: The Belt and Road Initiative
is a development strategy and framework,
first proposed by China’s President Xi
Jinping in Sep 2013, effectively to
underscore China's push to take a bigger
role in global affairs.
According to President Xi, the Chinese
initiative is aimed at “reviving ancient
trade routes and boost the interconnection
between Asia and the rest of the world”, by
promoting China’s “great opening-up and
development under the Belt and Road
framework.”

Source: China Daily

There will be a high-level forum, the first
Belt and Road Forum for International
Cooperation to be held in Beijing (May 1415). The theme is "Boosting Cooperation
and Realizing Win-Win Development“, and
the keynote speech will be delivered by
Pres. Xi. The heads of state and
government leaders from at least 28
countries and heads and representatives
from 61 international organizations will be
attending.
13

China’s Belt and Road… cont’d
The Belt & Road initiative focuses on connectivity and cooperation among countries primarily between China
and the rest of Eurasia, which consists of two main components, the land-based "Silk Road Economic Belt" and
oceangoing "Maritime Silk Road". Oceania and East Africa are also included in the 43 OBOR countries.
Anticipated cumulative investment, mainly through building infrastructure and broadening trade over an
indefinite timescale is variously estimated at between US$4-8 trillion. Many of the countries that are part of
OBOR are also members of the China-led Asian Infrastructure Investment Bank (AIIB).
Every week, some 4,200 direct flights connect China with the 43 OBOR countries with 39 China-Europe freight
train routes currently in operation. Nearly 3,600 freight trains have run so far, with services reaching 27
Chinese cities and 28 cities in 11 countries in Europe.

According to China’s Ministry of Commerce, Chinese enterprises invested US$2.95bn (+5.4% yoy) in the nonfinancial sectors of the 43 OBOR countries in 1Q17. This amount accounted for 14.4% of Chinese firms' total
outbound investment in 1Q17, compared to 9% for the same period in 2016 (China's non-financial ODI fell
48.8% yoy to US$20.53bn in 1Q17). Chinese enterprises signed 952 project contracts in 61 countries with a
turnover of US$14.4bn, nearly half of the total value of contracts in 1Q17. Since 2013, led by manufacturing,
services and information transmission, as well as the software and the information technology industries,
China has invested more than US$50bn in OBOR countries and a total of 56 economic and trade cooperation
zones have already been built by Chinese businesses.
Conclusion: The Belt & Road initiative is a clever plan to cover a group of diverse economies that had
previously not been well-linked under previous economic cooperation or FTAs. These countries stand to gain
much from the funding that China is placing behind this initiative (e.g. via AIIB) and in return, the initiative
offers China an opportunity to exert its influence over a large region running across the Asian continent to
Europe. Given the various stages of development along the corridors and the industries targeted, however, the
returns on investment may be far in the future because the infrastructure is indeed a huge amount of
investment with an expected long payback period.
Source: China Daily, Reuters
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Eurozone? ECB is still trying to protect the fragile recovery
of the largest single market

Source: CEIC, Bloomberg, and Markit
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The US economy is on the mend, 1QGDP a blip

Source: Bloomberg, CEIC
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…US consumer spending will rise on stronger wage growth

Source: Bloomberg, CEIC

17

S’pore: External demand recovery underway amidst ongoing domestic structural adjustments

Source: CEIC, MAS and Bloomberg

18

Looking ahead…The return of inflation?

Source: Australia’s BOM, CEIC and Bloomberg
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Fingers crossed for 2017 & 2018

Source: IMF’s World Economic Outlook,
various issues.
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Key event risks in 2Q17
Fiscal boost to US economy from Trump’s policies? Much will depend on the multiplier effects from the jobs creation,
the wage growth and spending. Will American spend to lift investment? This will depend on the scale, speed, nature of
spending, and “quality” of the jobs created. Optimism over the ability of Pres. Trump to deliver on these pro-growth plans have
been questioned. Ebbs & flows of Trump-reflation trade coincided with the latest batch of macro data suggesting pace of
economic activity slowed towards end of Q1 and start of Q2. The next FOMC monetary policy meeting is June 15th, and the
probability of rate hikes is 100% (Bloomberg’s calculations as at May 5th). While businesses are hiring, the US data must show
a broad-based sustained rise in spending, that exert upward pressure on prices in the coming months.

A more protectionist US? The prospect of a full-blown US trade war with China is small although Pres. Trump had ordered
his officials to find a solution to the US trade deficits with China and other major economies. He also asked all FTA signed with
the US to be reviewed. Yet, five months after his election on a stridently anti-China platform, Pres. Trump changed his position
after meeting China’s Xi for the first face-to-face meeting in late April, saying China is not a “currency manipulator”. Pres. Trump
has also made a U turn on NATO and Fed chair Yellen whose term will end Feb 2018.

European politics & ECB “tapering” policy: Macron easily won the French presidential election on May 7th. UK &
German elections are the next notable event risks. ECB will be watching whether inflation expectation is building up in the
Eurozone area since jobless rate is near 8-year low and gauges of business activities are at multi-year high. So far inflationary
pressures remain subdued while business & consumer confidence stays firm. There is growing view that ECB will be able to lift
interest rates before the end of the year.

Impact of Brexit negotiation: Much will depend on outcome of negotiations towards an ideal goal of a “transition period “
or any extension of the 2-year deadline, as French and German elections eat into the negotiation time.

Italian elections must be held by the spring of 2018, economic growth is weak and sovereign debt is still enormous.
Given the weak labour market (1Q jobless rate at 11.7% vs. 11.5% a year ago), an unstable banking sector and a populist party
about to take power, there is a sense the Italian crisis may explode.

Commodity and Oil price: Commodity prices including energy prices were relatively stable in Q1, but fell at start of Q2.
OPEC’s production cuts in 1Q have been blunted by rebound in shale supply. OPEC meets on May 25. More cuts needed?
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Emerging Themes for the Next 5 Years
Mr Kay Van-Petersen
Global Macro Strategist, Saxo Capital Markets

Autonomous
Vehicles
Cryptocurrencies
& Blockchain
Demographics
Internet of Things

Five Emerging Themes Over The Next 5 Years…
Mr. Kay Van-Petersen (KVP), @KVP_Macro
Global Macro Strategist, Saxo Bank Group
Institute of Singapore Chartered Accountants
Singapore, Asia Pacific. Tue 9 May 2017

Virtual & Augmented
Reality

AGENDA & OBJECTIVES
Highlights some key points to light a spark across the five themes. Plus suggest an
approach of how to look at breaking ground / frontier type potential
investments. Have some fun, learn & enjoy the dialogue
•

Cryptocurrencies/Blockchain: Why Its Here To Stay & Long Overdue

•

Internet of Things: Extreme Connectivity In Iot

•

Autonomous Vehicles: Biggest Disrupter Since The Steam Engine

•

Virtual & Augmented Reality: Disruption Across Multiple Landscapes

•

Demographics: The Tide Of The Economy, Coming In Or Going Out?

•

Decision Making: Simple Risk-Reward Framework Around Super Alternatives

GENERAL DISCLAIMER: SOLELY VIEWS/OPINIONS. NOT TRADING/INVESTING RECOMMENDATIONS
This presentation is provided by Saxo Capital Markets Pte. Ltd. (“Saxo Capital Markets”) for your general information.
Although all reasonable efforts have been made to ensure that any information and commentary are accurate and up-to-date,
the presentation is updated from time to time but may not always be up-to-date in every respect and no responsibility is
accepted for any loss arising from inaccurate or incomplete information, however caused. Saxo Capital Markets does not
warrant that all technical aspects and functions of its platforms are explained during this presentation.
None of the information contained here constitutes an offer to purchase or sell a financial instrument, or to make any
investments. Saxo Capital Markets does not take into account your personal investment objectives or financial situation and
makes no representation and assumes no liability as to the accuracy or completeness of the information nor for any loss arising
from any investment based on any commentaries or information supplied by any employee of Saxo Capital Markets or its
affiliates. Any opinions made are subject to change and may be personal to the author. These may not necessarily reflect the
opinion of Saxo Capital Markets or its affiliates.
The content of this presentation is provided on a strictly private and confidential basis for information purposes only. It is not
intended to be distributed to any third party without the written consent of Saxo Capital Markets.

SAXO’S OUTRAGEOUS PREDICTIONS – OUR ANNUAL DECK OF BLACK SWANS

In the c. +8yrs that Saxo has been doing
these Outrageous Predictions (OPs). One
key takeaway is, what could be outrageous
one year… is consensus/normal a few years
later… e.g. Brexit? An OP a few years back

SAXO’S OUTRAGEOUS PREDICTIONS – BITCOIN TO TRIPLE FROM $700 TO +$2,100

SAXO’S OUTRAGEOUS PREDICTIONS – BITCOIN +3X IN 2017!

Not quite, tripled. Yet, with Bitcoin currently above $1,500… from

the c. $700 when this was written… we are +200% (2/3 of the way)

LONG-TERM BITCOIN CHARTS, NOTE THE “TEENY TINY” VOLATILITY
USD 10,000 invested in Bitcoin at the end of 2010, at a mere 30c (over 33K Bitcoin) would have
been worth close to USD 32,000,000 at the end of 2016 where Bitcoin was 952.
Based the c. USD1,600 that we were trading at yesterday (8 May 17) that stake would be north of
USD 53,300,000

Not for the faint of heart, at one point, Bitcoin was down close to 84% (2013-2014).
Imagine buying at over $1000 in late 2013 then having to wait 4yrs (assuming you held) to get back over $1000.
Allocate to these super alternative plays accordingly… Its not Granny’s retirement fund, but a piece of Juniors?

CRYPTOCURRENCIES (CC)– MARKET CAPS & VOLUME
723 CC, Total Market Cap +$45bn (Bitcoin $25.7bn, c. 56%)
Total Volume +$1.2bn (c. $570m Bitcoin, c. 48%)
Source: Coinmarketcap.com
Context: Daily FX markets, over $5 trillion volume

BITCOINS IN CIRCULATION: TRANSACTIONS ↑, VOLUMES ↑, VOLATILITY↓

There will be a maximum amount of 21m Bitcoin, in c. 2140 (yes, twenty one forty). Whilst still a very young
currency, a crawling baby if you will… volumes are rising, as are transactions whilst volatility keep falling… and
we are still very much in its infancy period… there is a lot more awareness & education to be done

CRYPTOCURRENCIES (CC) & BLOCKCHAIN: HERE TO STAY & LONG OVERDUE
Overview
Lets take a step back & look at the world we currently know –
the things that we have tacitly taken for granted. Whilst
transfers & payments may seem to be peer to peer, through of
the matter is, they are more like peer to company to company
& if we are lucky to peer
If I wanted to send $10 or $10million to any one in the
audience, how would I do it? And what would I need?
-Your full name, Address of your bank, Bank account, purpose
of transfer (especially if its $10 bars ☺) & heaven help me if
you happen to also be a US citizen. I then have to pay a series
of fees that I cannot see, it could be from two banks, it could be
from 4 (Local to Domestic international, to Foreign
International, to International Local). And here I am assuming
we both have bank accounts, that we both have been vetted &
accepted by a centralized clearing system (one whilst neutral &
equal in theory, we know is not the case… a KVP transfer is not
going to get quite the same weight as a JPM or government
transfer).
-Imagine the % of the globe that is automatically disqualified
from this system due to poverty, KYC requirements,
corruption, etc.

- Time can vary on these transfers. Lastly I have no idea what 3rd
party my bank may share the transfers details with, nor how
secure these parties may be with that information.

-Fees very different from small payments to large payments. To
put into context, I pay c. 1% a month just to moved my SGD to
USD. And that’s better than most people
=>The global remittance market is c. USD600bn, with Fees
ranging from c. 9.5 to 16%, that’s a c. USD60bn market share
business that could be completely wiped out over time
Broadly speaking Cryptocurrencies (CC) are digital currencies
that have no traditional sovereign backing, i.e. Fiat Currencies.
They are self-sovereigned cash, set-up, believed & supported by
the ecosystem of their community. They are a grass root product
from the nerdy plains of technology, that challenge everything
we know about money, including the current unsustainable
system
The mother of the CC is Bitcoin, who’s very structure & code is
made up of blockchains.

CRYPTOCURRENCIES (CC) & BLOCKCHAIN: HERE TO STAY & LONG OVERDUE
Bitcoin Background & Characteristics
-Invented in 2008 by Satoshi Nakamoto (a pseudonym), A ghost,
he/she/them? Is/are the creator of the open source code for Bitcoin post
the GFC 2008

Just the like traditional banks that have been hacked numerous times
(that we know of), the hacks related to Bitcoin have been to Bitcoin
Exchanges & in some cases Bitcoin wallets. What happens if someone
takes the keys to your safety deposit box? You lose the contents of the
safety deposit box, the private keys are proof of your ownership

-Bitcoin is a decentralized system open source system, it does not answer
Implications
to one party, a sovereign nation, a regulatory entity that can shut it down,
it transcends border controls, you cannot close down or kill a decentralized
-Clunky interface & usability, still not there… Internet it 1992… dial up
system
modems, no Netscape browser, no google… feels like a bunch of ‘geeks’
with ‘geeky’ money against the world at times…
-Unlike fiat money which have a free printing press, Bitcoin will have a
finite future supply of 21million Bitcoins (some time past 2100), currently -Bitcoin & most CC are about hedging against financial repression & a
there is a about 15.3m bitcoins
governance/regulatory system that we know historically has also
grown unchecked (given the lack of incentive/accountability
parameters as well as alack of transparency, e.g. GS getting full 100%
-It is an encrypted, self policing community based on trust as well as
cents on AIG bailout, meanwhile Bear & Lehman fell…)
incentive & punishment parameters
-No Bitcoin payment can be forced unlike in a traditional centralized
clearing system, not bitcoin transfer can be altered unlike a centralized
clearing system. The footprints of the private key exist since inception

-Its about going back to a system of payments being really peer to peer,
& not about one company paying another company for a middle layer
that is just simply no longer justified & long overdue to be disrupted.
What do you mean I cannot do transfers on the wkds, what do you
mean it takes a few days to a few wks to open an account

-It costs nothing to very little to send different amounts of Bitcoin, with no
variation taken into account who the sender or receiver is (KVP vs. JPM). -Unlike Bitcoin which is made up of blockchain, not all CC are
blockchain, open source, decentralized nor encrypted. This is still the
Bitcoin has never been hacked, its open source, the code is out there. Some wild west with a lot of Ponzi scheme type set-ups, people waving the
investors have spent hundreds of thousands of dollars first hiring hackers
block chain flag whilst ignoring why it so revolutionary around Bitcoin.
A transaction where you don’t need to know, trust or be worried about
to try and duplicate, break, disrupt the Bitcoin code.
the counterparty, the system is self policing.

BITCOIN – A BIT OF FUN WITH INFOGRAPHICS: 50 INSANE FACTS ABOUT BITCOIN

HTTPS://WWW.ENTREPRENEUR.COM/ARTICLE/231973

INTERNET OF THINGS (IoT): EXTREME CONNECTIVITY…
IoT: Almost easier to define by what its not, given the breadth of this theme
Any thing that has the ability to talk – collect, monitor & transfer data – with another thing. So this
could flow from you starting up your Tesla with your phone, to securing your front door with your
ring, to your house gate automatically opening due to facial recognition sensors & special key sensors
IoT covers the minute from security sensors in cameras or drones, to smart buildings optimizing
waste & of course smart transportation. So technically Autonomous Vehicles, Virtual Reality &
Augmented Reality fall under the IoT umbrella as do smart phones, fit watches, etc.
Estimates of 50bn things being connected to the internet by 2020. That seems like a low estimate to
me – i.e. each of us in this room probably easily has at least 3-5 IoT devices or objects in our life.
Estimate of potential market is well over a trillion US dollars
Overall IoT is about greater optimization of life & business, through increased efficiency that’s created
through better understanding as different factors that were blind to one another start coordinating
(e.g. Washing machine, running by itself during off-peak electrical hours) & eliminating the waster.
Personally, I am looking fwd to just carrying one item around (no keys, wallets, remote, phone, etc.)

INTERNET OF THINGS (IoT): Examples… nasty car recalls? Not for everybody…
Piece from Wired1 highlights a recent recall announcement in the US to GM &
Tesla Motors. We’ve seen this happen numerous times, most recently with
VW, before that with Toyota a few times & now & then there seems to be some
kind of model from someone body that has something wrong.
Traditional it was take it back to the dealership, get a temporary car whilst they
fix/rectify the issue. An accepted norm of the pros/cons that came with
standard fuel & engine cars.
In this case Tesla simply updated the software on its cars, c. 30,000 in this
case.

This has become a raving point, for Tesla fans. As many Tesla owners swear
waking up & driving a completely different car post a software upgrade. In
essence this self-fix ability, is one of those things you can never go back to how
things have been done.
Recently, Tesla’s market cap was briefly above General Motors for the first
time (was c. 53bn vs. 50bn, currently they are both around $51bn). This
despite GM selling well over 20x the amount of cars that Tesla has sold (that c.
close to $700K of mkt cap per Tesla car sold in 2016, vs. c. $5K & $7K for GM
& Ford). GM having 225K employees vs. Tesla’s 18K. GM having been around
for about 108yrs vs. Tesla’s 14yrs.
The point here is not to say its all about the IoT, but it is to say that companies
& products that incorporate & leverage IoT into there interface & design are
literally going to be next generation evolutions from those that don’t.
1. HTTPS://WWW.WIRED.COM/INSIGHTS/2014/02/TESLAS-AIR-FIX-BEST-EXAMPLE-YET-INTERNET-THINGS/

INTERNET OF THINGS (IoT): EXAMPLES… NEST (GOOGLE)

Aligning home
automation that learns, so
for instance before the
smoke alarm goes off. The
thermostat warns the
oven to switch off as the
heat is getting
dangerously high.
Smart door locks that
know who is outside.
Utilities turning
themselves off if you leave
a room/house.
Imagine the lock-downs
you see in movies in jail,
lights off, electronics off,
etc. – those with kids will
be able to do this at the
flick of a button or
automate it (limited TV,
browsing or chatting time)

INTERNET OF THINGS (IoT): ILLUSTRATING SCOPE & BREADTH

INTERNET OF THINGS (IoT): ISSUES/CHALLENGES & WAYS TO PLAY THIS…
Issues/Challenges

Best Exposure / Approach

•

Security, quite a few hacks on simple IoT devices such as
light bulbs & switches, yet also hacks into drones,
automated cars or the features of one’s smart home.
Increase points of entry for would be attackers

•

Privacy issues, how much of your data is really yours & how
much is the vendors – people are quite paradoxical about • Start as a consumer, whether as a private
this (remember inception of paying for something on the
individual or company. Best way to vet the viability
internet). Yet it has serious implications for instance, on
of any new technology
health monitors that are linked to insurance premiums. Or
if you went out drinking yesterday, does the toilet in the
• Think of out of box implications, e.g. Segment of
office alert your boss to residual alcohol lvls?
population that cannot read an analog watch
anymore. Why? Smart phones, digital time… never
Alignment issues between different IoTs & system failures
needed to learn to use a watch… IoT will cause
similar ripples & complete changes in consumer
Fads/Trends vs. serious structural lasting initiatives
behavior
• Some potential purer plays:
Ease of use of IoT needs to vastly increase, including
comfort & better visibility on issues above
Garmin, Nvidia, Qualcomm,
ARM Holdings
Awareness > Interest > Evaluation > Trial > Adoption

•
•
•

•

(Diffusion of Innovations – Everett Rogers)

•

Listed chip, sensor players, most of large tech &
blue chip firms have a piece of the pie (Amazon,
Google, Apple, ARM, GE, Tesla). Lots of private
start-ups as well as product related IoTs on
platforms like Kickstarter (71 projects).

AUTONOMOUS VEHICLES: TRANSPORTATION DISRUPTER
AUTONOMOUS VEHICLES (AV) OR AUTONOMOUS CARS: Are in essence driverless cars that will be able to
operate through the use of AI & cutting edge sensor technology, to safely get from point A to B without human
assistance.
Driverless car market could get to $40-80bn by 2025 to 2035 according BCG. With c. 12m & 18m fully autonomous
& semi autonomous vehicles being projected to be sold by the end of 2035.
=>For context, c. 78m cars are expected to be sold globally in 2017
It is most likely to roll out in ‘smart’ cities that will deck their transportation grids with sensors & monitors that
assist AVs, before spreading out into the country side. A lot of people expect AVs to start gaining adoption within
the next 5yrs, before garnering a 25% market share of global sales by 2035. People seem to expect developed
markets to lead the way in adoption.
We have already been seeing the signs of partial autonomation, beeping sensors, automatic emergency breaks that
one can set up. Its possible for some vehicles to actually get partial driving technology installed. Whilst these costs
are still quite high, over time they should drop dramatically.
Car autonomy has huge implications for less traffic congestion, IoT smart parking, lower pollution, safer roads
resulting in less deaths & accidents, resulting in lower insurance & protection coverage.
This will be the biggest change since the invention of the car – of which its worth noting, we took c. 30yrs before the
steering wheel become synonymous with car design. It used to be straps we’d pull on.
SOURCE: BOSTON CONSULTING GROUP, BLOOMBERG, STATISTA

AUTONOMOUS VEHICLES: HOW DO THEY LOOK / COULD THEY LOOK LIKE…

AUTONOMOUS VEHICLES: NUTONOMY IN OUR BACKYARD HERE IN SG

AUTONOMOUS VEHICLES: BIGGEST TRANSPORTATION
Issues/Challenges
•

Biggest is displacement of jobs, which will have to be
addressed. I.e. We’ve seen protests & burning of cars
because of Uber in France – AV could have much bigger
structural implications (i.e. Uber drivers protesting self
driving cars, the disrupters getting disrupted by the next
generation of drivers).

Best Exposure / Approach
•

Apart from the likes of Tesla, difficult to find purely
AV focused companies – again a lot of big tech
names flirting or heavily invested in the space
(Google, Uber, Apple?) as well as the traditional car
makers who have been on the back foot here for
years. Again private start-ups could be a way in.

Note the onset of AV itself will create jobs that do not even • Watch regulation & government backing for
exist now and may open up whole new industries &
structural switch
ventures that were not possible given human drivers
• Watch the derivatives of AV, everyone is going to be
watching commercial trucks & trains, as well as
• Safety is actually going to be a non issue, i.e. majority of all
private citizen cars
vehicle accidents are due to human error, be it intoxicated
driving, fatigue, distracted whilst driving, overspending,
-Perhaps the better angle is autonomous drone farm
emotional driving, driving red lights & stop signs etc. AI &
hands, or drone security / policing guards.
sensor technology is going to crush it here. Yes there will be
mistakes on the way, but that’s part of the process. Feel this -Or a maverick insurer & legal team, that spearhead
coverage in this new market
is the major hurdle in regulation & law changes (i.e.
liability), as well as obviously addressing job disruptions
-What happens to the old guard / traditional model?
primarily in developed markets.
-What happens to the ‘free’ time created?
•

VIRTUAL & AUGMENTED REALITY: DISRUPTING MULTIPLE LANDSCAPES
Two often confused & used
interchangeably, lets start
with definitions.
Virtual Reality is total
emersion, allow you to move
& act as you would normal,
but in a virtual setting – you
do not see the ‘real’ world. If
you look back with a VR
headset, you look back in the
VR world, you move your
arm, etc. The headsets look
like thick diving googles, but
with solid screens instead of
clear glass.

VIRTUAL & AUGMENTED REALITY: DISRUPTING MULTIPLE LANDSCAPES
Augmented Reality is merging digital
content into you real world of vision,
allowing you use, mold & play with the data
or simply have it for aesthetic effects. The AR
set look like big futuristic clear sunglasses.
You have to see the videos to fully get
context on the scope of the interactive ability
between reality & what is being generated.

AR is the real game changer here, with
implications of completely wiping out the
use of the PC as we know it, tablets, smart
phones, tvs, computer screens, etc. Imagine
being able to sit at a Starbucks with a crisp
clear tv screen to your right that only you can
see, as well as many windows as you’d like
open that you are working on, to having a
video call with your family across the world.

VIRTUAL REALITY & AUGMENTED REALITY: Augmented reality samples (lot sharper than pictures)

VIRTUAL REALITY & AUGMENTED REALITY: ISSUES/CHALLENGES & WAYS TO PLAY THIS…
Issues/Challenges

Best Exposure / Approach

•

Privacy, recall Google's glass backlash on ability to record

•

AR whilst arguably the most game changing of the two –
ability to completely wipe out screen, work & communication
interface as we know it (bye bye PC, tablet, tv, smartphone,
etc.) – it also requires a huge about of computing data & is
still to expensive
• Purest plays will probably be private, VC / start-up types –
as is usually the case in the inception years of new
The majority technological capabilities of computers & other
technology. Risks are the highest, yet so are the rewards.
interfaces for the use of VR are not up to par. E.g. Video
cards could set you back a few hundred dollars, perhaps not a • Again try to see around the corner with your thinking:
big deal for fanatics, but sticking point for mass adoption
-Is the sweet spot going to be in the VR & AR producers or
A VR package can set you back $1500 to $3000
their suppliers or will it be the architects & technology
behind future VR & AR capabilities?
Still uncharted territory for effects on human interaction, e.g.
VR/AR of looking over a cliff, mind & body will respond as if
-What about future business presentations, entertainment,
in real life. Also will totally changes how we interact with our
games, education, training?
environment
• Personal due diligence is a must here, if you think it could
Are we too early? Perhaps, but once again this is a question
be game changing for you… then for others…
of when not if.

•

•
•

•

•

Usual suspects again Google, Facebook… would not be
surprised if Apple, Amazon, Alibaba & Tencent don’t have
a few things cooking. Gaming graphics maker Nvidia.
Other names worth looking at & doing some DD are Sony,
Samsung, HTC.

DEMOGRAPHICS: WATCH THE TIDE, COMING IN OR GOING OUT?
Takeaway
•

•

Personally I think people attribute a lot of investment &
business success, as well as failure to the wrong things.
We have a huge illusion of control. The point is not to
say, working hard, being disciplined & sharp do not pay
off… but where you enter an industry has a much bigger
magnifying effect on your chance of failure or success
Economic cycles come & go, over lead by the financial
cycle by 6-9months. The presidential cycle (US) is four
years… You can have contracting/expansionary monetary
& fiscal policies that can sharply alter the surface of the
river. Yet the underlying current, the direction & strength
is set by a much longer & structural force, demographics
=>If you are a toy company, it does not matter how
brilliant your marketing is, how fantastic the product, if
over the next 3-5yrs you target audience shrinks by 10m
due to the current audience age group growing up & a
lower base replacing them… you sales are going to get hit.
Often though companies will blame poor execution, sales
strategy, product etc… ignoring the much deeper forces

Investment & Business Implications
•

Think of a product life cycle. Is a young household inflationary or
deflationary? Inflationary of course, have to get married, buy a
home, start a family get a bigger home, spend for kids, spend for
family vacation, spend for insurance, have to invest, have to save,
discretionary spending, etc. Think pyramid

•

Is an older household inflationary or deflationary? Deflationary of
course, not earning income from a job, draining down savings &
liquidating investments, higher health care costs (drugs & care).
Think inverted pyramid

•

This is the whole structural problem & issue with the state of
global fiscal governance as well as central bank decision – very
few people understand let alone account for demographics. The
bankers are still using the same models from the 60s & 70s… how
is this even possible? A child can tell you, if you have a shrinking
population you will collect less taxes
Markets such as Philippines, India, Iran, Indonesia, parts of
Africa you want to be structurally long, consumer discretionary,
education, financials, housing, etc.

•

•

Markets such as Japan, part of Western Europe you want to be
structurally long healthcare, pharmaceutical & biotech names.

•

Note, currents under currents, e.g. Latin pop. growth in in the US

CLOSING THOUGHTS….

Everything we’ve gone over this morning is very early, we are not even talking about being early adopters here. That is still 3-5yr & perhaps in some cases
5-10yrs away before the early adopters get in
Think of the internet in the early 90s, that is where we are now with Cryptocurrencies (no google, no high fiber connection, no FB, no instantaneous
email). And to a fragmented extent this is the case with some of the other themes. I.e. Fit wearables (IoT) are very well known, used & seeing exploding
growth globally… yet Doctors using virtual reality interfaces to meet & diagnose patients is still very much an outlier phenomena – for now
There are a lot clunky & crawling baby issues as is always the case with anything that is ground breaking, from the internet (remember dial ins? Would
take 3days for an email to go through), to the first computer (size of a room) to the first car (why would you not use a horse?).
Cryptocurrencies/Blockchain: There will be a world reserve cryptocurrency in the future, potentially even 1-3. Hard to say if Bitcoin will be the clear
number 1, but it has scale, backing & a first mover advantage that a lot of other lack. It is not unrealistic to assume that we will see CC volumes go from the
current $570m to 500bn to a 1 trn… i.e. Traditional Currency markets trade over 5 trillion USD a day. Getting to 500bn is c. 10% of this… The amazing
thing here, is it will be one that comes into being because of the collective common interests of many, rather than the specific interests of the few. This is
not just a great equalizer from a class perspective (neutrality in counterparties) but game changing from a lot of the incentive & lack of accountability
issues that we have seen reoccurring with every business cycle in a centralized system, which by its nature end up being for the elite by the elite (Credit
Cards). I.e. there are 4bn people globally who are out of the ‘system’ due to poverty, corruption, a lack of an equal playing field (ownership rights).
Virtual & Augmented Reality: We will all have some form of VR / AR interfaces in the future in our day to day life, whether it’s a fully immersive
game/training/learning room in your home that everyone uses, or augmented reality decked meeting rooms
Internet of Things (IoT): If its digital, in the future it will talk to you & monitor you – think of the digital footprint that you leave on the net, extending to
your everyday life. From your digital toothbrush to automatic health & vital signs every morning on your mirror (alcohol in your bloodstream), to food
being ordered & prepared according to your health needs, to incentivized coverage (i.e. lower health insurance if you wear a bracelet or chip, akin to the
lower car insurance they now have if they can monitor your driving), to daily advice & suggestions. IoT is where connectivity marries AI
Autonomous vehicles: The potential to reshape the auto industry for both commercial & private use. AV has been going on for years with the likes of Rio &
BHP having AV trucks working on their mines. Commercials will pave the way… with private set to follow in dislocations (your grandkids will not need a
drivers license to get around in cars). Lots of opportunities will be created given the need to address displaced workers, e.g. Truckers, cab drivers.
Demographics: Underlying above pillars, given the solution oriented nature of emerging markets, as well as less embedded regulatory regimes & their
younger demographics, we will most likely see the biggest leaps in the future coming from EM & Asia specifically (i.e. average millennial in China probably
does not think twice about opening an savings account between Alibaba or a Citibank or ICBC… if anything they are more familiar & trusting of platforms
such as Baba & Tencent). Aging, tide going out demographics (Young, tide coming in) trends will offer different headwinds & tailwinds – focus accordingly

HOW TO THINK ABOUT INVESTING IN SUPER
ALTERNATIVES/NEW THEMES…
As well general risk-reward investments & business
decisions, cost-benefit, pain-pleasure scenarios
PASCAL’S WAGER…

In Pascal’s case, on the question on whether or not to
believe in a God & after life. It made more sense to
believe in a God because of the payoffs of being
wrong were too steep (eternal hell being infinite
downside vs. the finite gain of a sinful life).
KVP’s Wager. So, still do the due diligence & intensive
deep dive. Yet, turn the problem formulation around. If
Your Not Long, Your Short
Instead asking would I go long something like Bitcoin or
an IoT application, ask yourself would you short it?
Sometimes this gives a clearer view… & saves you from
paralysis analysis
And if you would not short something that has a high
probability chance of ‘infinite’ upside, then why not
allocate a percentage % (0.50%, 1.00%, 2.00%, 3.00%) of
your investable net worth that you can afford to lose. If
you did five 1% allocations over 10yr horizon, you would
only need a 5-6x payback on one to break-even… &
these are potential paybacks that are multiples of that.
One well placed allocation could dramatically change
your pathway to achieving/elevating the financial
independence of you & your family

THANK YOU FOR TIME
&
KIND ATTENTION
Please feel free to follow on Twitter & get on my mailing list
@KVP_Macro, @SaxoStrats, KVP@SAXOBANK.COM
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