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Digitalization Crosses Growth Themes
January 19, 2022
Why is digitalization an important growth driver? And how will it affect decisions across many other investment
themes? In this discussion with Institutional Investor’s Mike Corcoran, William Blair’s Hugo Scott-Gall provides his
take.
Watch the video or read the recap below.
Mike: Hi, I’m Mike Corcoran and we’re here today to speak with Hugo Scott-Gall. Hugo is a portfolio manager and
co-director of research for William Blair’s global equity team. And we’re going to be talking about some growth
themes he and his team have identified of late. Perhaps there’s a common thread that weaves its way through
them.
Hugo, could you tell us a little bit about those growth themes and what that common thread might be?
Hugo: Very happy to, Mike.
We spent a lot of time last year on a big exercise to map out growth and where we saw it for the next decade. Pretty
ambitious. We really got to five main areas. I’ll just rattle them off for you.
First of all, it was “the rise of machines,” which was more than robots everywhere; it was just the inexorable
growth of automation.
Then we did “connected commerce,” which is the architecture that sits underneath and behind all commerce but
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really including e-commerce.
Then was “conservation capitalism,” doing more with less. Decarbonization fits into that.
Then we had “edit genetics,” which is basically using the latest advancements in genetics and healthcare to better
understand, detect, and cure illnesses with the outcome of better health.
The last one was “digital reality,” which is more of people’s time, attention, dollars being spent in the digital world.
The common thread to all of that is really technological convergence or digitalization. Digitalization is changing
pretty much every industry we look at, pretty much every revenue pool we look at. So, that is a thing that binds
those five things together. In a word, digitalization.
Mike: And so now that you’ve outlined that for us, why is it important for investors to consider that?
Hugo: For us, we’re growth and quality investors. Growth is super important.
We are looking for underestimated earnings power and a big driver of that is growth. Now, not all growth
companies have underestimated earnings power. But nearly always, the cause of underestimated earnings power
is underestimated growth. And we found a pretty consistent pattern in history that when growth is
underestimated, it’s usually because there are new or different products or services.
Oftentimes, the market is slow to pick up on the true potential of those new products and services. So, growth
really matters because growth leads to—not always, but usually leads to—underestimated earnings power. And
where do you get underestimated growth? Often it’s when things are new and different.
Mike: Interesting. So, how do you see these growth themes and digitalization evolving?
Hugo: Well, we think digitalization is going to be a big driver in pretty much every industry. It enables better
products; different, deeper customer relationships; greater efficiency.
Put it another way, something like connected commerce, which I mentioned earlier—is that going to be less
relevant in 10 years’ time? Is the gross domestic product (GDP) of the internet going to stagnate? We would say no.
Of course, it’s hard to precisely forecast. And that’s the real skill, I’d say, in active investing. That’s what we try and
seek to do.
Mike: So, maybe you can bundle all that up then into a final thought about how creating that framework for
forecasting helps you as active growth investors.
Hugo: Yeah, so I guess two big questions. One is how big could this growth be? How fast could it be? How
predictable is it?
But the second thing is footprint. And so sometimes it’s not the first-order effect. It’s the most obvious places to
look that are actually the most rewarding. You need to think about the whole footprint of growth. Who are the
enablers of that growth? Who are the suppliers to the suppliers? Who’s lurking in the value chain? Who is the
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beneficiary of this growth opportunity but may not be so obvious?
So we spend a lot of time trying to frame the growth opportunity. What’s the stage? What’s the slope? What’s the
total size? What could be possible? But also, what’s the footprint? So, maybe oftentimes we find it’s the less
obvious places in the footprint, in the ecosystem of that growth, that makes for the best investment opportunities.
Mike: We’ve been talking with Hugo Scott-Gall about digitalization and growth themes. Thanks for your time,
Hugo.
Hugo: Thank you.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
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