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Where tomorrow’s music is playing for investors
MEGATRENDS The investment topics of the future include not just emerging markets, but also sectors such
as commodities, healthcare, information technology and utilities.
Today it is more important than ever to break with European
parameters and patterns of thought. It is necessary to explore other
dimensions instead. It remains the case that economic growth in
emerging markets such as China, India or Brazil is drastically
underestimated. In China and Brazil, some 200 million people have
already passed the USD 6,000.00 threshold for gross domestic
product per capita and per annum.

Western nations need to bury the notion of being able to export
consumer goods to China in the future. This is because it is
important to understand that Asians essentially buy from each
other, and import only what is not available to a sufficient extent
within the country itself. This applies in particular to commodities
such as copper, silver or coal, as well as to a small number of truly
exquisite luxury goods.

Over the coming years these will be entering the market as new
consumers. This will boost long-term demand for the raw materials
required to meet infrastructure requirements. In China, India and
Brazil alone, new railway networks equivalent to Europe’s entire
current railway network will be laid each year. And in China around
1 million new automobiles are hitting the roads each month. In
Japan, raw material consumption increased threefold during the
ten years following its emergence as an industrialised nation. In the
case of China however, which is still in the early stages of this
process and which is ten times the size of Japan, raw material
consumption is set to increase thirty-fold in the coming decade. The
sheer magnitude of these developments is difficult to rationally
comprehend.

Commodities offer potential, for demand will not rapidly be
satisfied
For China, the raw materials question is of such central importance
that it is already working hard to procure and to secure access
around the world to everything that is available. No wonder, if one
considers that it can take between eight and twelve years to
develop new sources of raw materials – and this represents an
unacceptable waiting period in view of China’s current pace of
growth.
The outlook for Brazil is also very promising. The stockmarket has
the potential to rise by 30 to 40% over the next few years, and the
country could transform itself into one of the strongest and richest
nations in the Western hemisphere. Brazil already possesses all of
the resources required for economic growth, and is intelligent
enough to export its surpluses.

Upturn on China’s stockmarket
In our view, China’s stockmarket potential lies in the region of 30 to
40% by the end of 2012. However, the country needs to be viewed
under very special aspects. The officially released growth figures
are used as a basis by financial analysts, and this ultimately
produces forecasts which are far too low.
Against the backdrop of the fact that the Chinese regime is certainly
being overly modest in order to safeguard economic stability,
coupled with the fact that this country is not just determined, but is
also likely to develop into a technology leader over the course of the
next ten years, expectations need to be adjusted upwards across
the board.

Real is set to become a strong currency
In addition, the government knows it has to root out corruption and
ensure political stability. This is one of the reasons why the
neighbouring country Venezuela, which has similar economic
fundamentals to Brazil, will not be able to develop at the same
pace. As a consequence of Brazil’s rapid development, the national
currency, the real, is set to become one of the world’s strongest
currencies.

Europe restrained
For Europe and the USA, by contrast, the outlook is rather less
upbeat. Growth rates are continuing to be split along the
north/south divide. That is to say, the increasing dominance of the
north will accentuate. In overall terms, the stockmarket potential
for this region will remain moderate at 10 to 15%. The greatest
opportunities are presented by the manufacture of high-priced
export products in the fields of food, pharmaceuticals and luxury
goods.
Indicators are all pointing in the same direction: the immense
demand for raw materials will not be easy to satisfy, and this offers
corresponding investment potential. This consequently means that
sectors such as commodities (above all mining stocks), industrials,
healthcare, utilities, energy and information technology will be
amongst the winners. In the case of the Nasdaq, for example, we
see potential of 30 to 40% by the end of 2012.
Investment summary
These megatrends will produce the following investment topics over
the next 12 to 24 months: investor focus is currently directed
towards sectors such as commodities, industrials, healthcare,
utilities or information technology, as well as emerging markets
such as China, India and Brazil, which are the real growth drivers.
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