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The changes we’ve seen over the past 15 years have been unprecedented. We began with the global financial
crisis, saw the maturation of China as an economy, and then experienced a global pandemic. And these changes,
in our opinion, are more an anomaly than a normal backdrop to which we can expect to revert.
So, we’ve shifted from thinking the future might look similar to the past to thinking it might look quite different.
Here’s what we think it means for our investment outlook.
Where We’ve Been—And Where We’re Going
The last two years have been unique in many ways. The nature of the economic cycle has been exacerbated,
originally due to the COVID pandemic in which we experienced an extreme closing, then reopening, of the global
economy, and also saw unprecedented liquidity. Then Russia invaded Ukraine, setting in motion another cycle of
volatility in the economy and markets. It has been an anomalous environment, to say the least.
In previous blog posts in this series, my colleagues Olga Bitel and Casey Preyss discussed how these events have
influenced the economy and stock markets. Olga explained how our assessment of a post-pandemic world has
changed based on Russia’s invasion of Ukraine, and what the implications are of this for our outlook on economic
growth, inflation, and interest rates. And Casey provided a deeper dive into emerging markets, given their
importance in the global investing landscape.
Now I’d like to attempt to answer the question of what the future is going to look like. How similar will the next
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three or five years look from the years that immediately preceded the pandemic? And what are the implications for
us as global equity investors?
We have shifted from thinking the future might look similar to the past to thinking it might look quite different. And
to frame our thinking around this shift, we look at the world through two lenses.
Where Is the Growth?
We begin by thinking thematically. Where do we expect shifts in corporate profit growth? How will it be different,
or similar, to what it has been in the past? How will it evolve? And to answer those questions we start with what is
occurring in the real economy, to which there are a number of elements.
Consider localization—the onshoring or nearshoring of supply chains, also referred to as slowbalization. Then
there is the maturation of China. We have also seen an accelerated energy transition that has highlighted energy
security and created implications for infrastructure and commodities. What are the consequences of these shifts?
One thing that has not changed is the ongoing shift toward digitalization. We continue to expect this shift across
myriad industries, ultimately accelerating in the industrial side of the economy. Think about what 4G did for the
consumer side of the economy, and then you can begin to understand what 5G could do for industrials,
healthcare, and other sectors.
In addition, the last decade has seen a unique concentration of winners—a narrowing of the haves versus the havenots both in the real economy and the stock market. That’s true not just for individual companies but for entire
industries. We could see this trend shift back to something more balanced, similar to what we have seen in
decades prior.
Where Are the Profits?
The second lens through which we view the changing landscape is the investment backdrop: changes in corporate
growth and profits, and how these changes are affecting the environment for investing.
As Olga explained, we expect continued low growth with the risk of stickier inflation, and thus higher rates. That’s
not to say we expect a high-rate environment; we think we will see more of a renormalization to prior long-term
rate levels. That implies a classic tightening cycle and a lower-liquidity environment. Of course, that shift is coming
at a risky time, given the potential for low growth that we have identified for this period.
It certainly makes for an interesting decade or two, but as noted above, we believe that the past decade may have
been more of an anomaly than a normal backdrop to which we should expect to revert. We don’t expect anything
like the hyperinflation and stagflation we experienced in the 1970s; our outlook suggests a reversion to something
more like a longer-term median of the past several decades.
That certainly has implications for the valuation of risk assets. There are likely to be more headwinds for equities
in the future. The premium for the best companies is unlikely to be diminished, but it could contract slightly given
the extension of that premium we saw in the years prior to the pandemic (which was exacerbated during the
pandemic itself).
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In the near term, I think the markets will favor visibility of growth and relative changes to growth rather than the
maximization of growth. So, what we can see, and have some confidence in, is likely to be rewarded in this
environment, in our opinion. We also like companies that can manage input costs and have pricing power in this
difficult environment with inflation that is unprecedented in recent decades.
Over the long term, we like companies that fit into this notion of a shifting opportunity set—industries that haven’t
experienced much growth recently but could benefit from the environment we’re in. Examples include banks and
natural resource companies in different parts of the world.
Last, as we look around the world and assess the valuation embedded in expectations, the United States is clearly
the most expensive market, but the growth outlook there is higher and more visible than it is in the rest of the
world. Thus, I think U.S. equities are compelling. Casey also mentioned that emerging markets are cheap, but the
shifting opportunity set there speaks to the need for active management.
In other developed markets, it’s a bit of a mixed picture. Growth in Europe, for example, is at risk due to higher
energy prices, and that risk is likely to persist even when the Ukraine conflict ends. And we don’t necessarily see
that fully priced into European equities.
What Hasn’t Changed?
All of these dynamics sound like they would merge to create a potential headwind for us as growth investors, but
there are a number of things that haven’t changed, which we, as active managers, may be able to use to gain a
competitive advantage.
First, the innovation and disruption cycle hasn’t changed—arguably, it has even accelerated. We have continued to
see a dynamic shifting of corporate winners and losers. And the durability or improvements in corporate
competitive advantage remain underappreciated. These aspects are very much the focus of active growth
investors like us as we try to predict the future.
The precise value of those advantages will need to be recalibrated slightly, but understanding companies that
truly have differentiated, durable competitive advantages that are likely to persist into the future will remain the
core of great growth investing, in my opinion.
Last, we have the advantage of breadth. Our investment eligibility list has always been inclusive of high-quality,
high-growth, and high-return companies across industries and within industries. It will be exciting, over the next
several years, to turn over more rocks and seek to uncover those growth opportunities.
We’re actually looking forward to an environment in which we might see more diversity of growth, as we think
we’re well suited to find that because we have the ability to seek growth everywhere.
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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.
Copyright © 2020 William Blair & Company, L.L.C. "William Blair” is a registered trademark of William Blair &
Company, L.L.C. No part of this material may be reproduced in any form, or referred to in any other publication,
without express written consent.

