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Accelerating Secular Shifts Are Reshaping Industries
June 1, 2020
The COVID-19 pandemic is disrupting the lives of people around the globe and changing consumer behavior in real
time. While the long-lasting impacts of this pandemic are yet to be seen, we believe the virus is rapidly accelerating
several big-picture secular shifts within certain industries that have been developing for years.
The Rise of E-Commerce and Digital Payments
The demise of traditional retail has long been predicted. As the COVID-19 crisis unfolds, more consumers are now
shopping online, primarily due to the shutdown of nonessential brick-and-mortar stores amid government shelterin-place policies and fears surrounding the spread of the COVID-19 virus. The easing of shutdown orders is unlikely
to curtail this shift, which we now expect to occur at a faster rate than we were previously anticipating.
We believe the increased adoption of e-commerce will continue as the convenience and comfort of online
shopping will likely result in a permanent shift in consumer behavior. Additionally, some smaller retailers may not
survive the extended shutdown, resulting in fewer traditional shopping options, and many consumers may remain
reluctant to return to physical stores due to fears of contracting the COVID-19 virus.
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Some traditional retailers operate through multiple distribution channels, including both e-commerce and brickand-mortar stores, allowing them to benefit from the accelerated shift to e-commerce. However, as more
consumers shop online, in-store sales are likely to remain muted, putting pressure on the margins of many
traditional retailers that operate brick-and-mortar stores throughout the country.
We expect select leading traditional retailers with loyal customer bases and large existing e-commerce operations
to successfully navigate the shift. As expected, major online retailers, as well as companies that provide ecommerce infrastructure to other companies, are positioned to tremendously benefit from this shift.
Similarly, the use of cash as a payment method has been declining for decades amid the popularity of credit cards
and digital payments. Currently in the United States, more than half of the transaction volumes are completed
using credit cards.
Globally, however, that percentage is lower as the use of cash is much more prevalent. We see that poised to
change, as concerns about contracting COVID-19 are likely to prevent people from carrying and handling cash and
the growing popularity of e-commerce will likely spur the increasing use of digital payment methods.
The Shift Away From Linear Television
The use of linear television has been on the decline as video-on-demand (VOD) services and digital media are
gaining popularity. The COVID-19 crisis is likely to accelerate this shift as shelter-in-place orders have kept people
indoors with fewer entertainment options.
New content production and sports programming, which we view to be the primary advantage of subscribing to
linear television, have also been put on hold as a result of COVID-19. We believe these factors will accelerate the
shift toward VOD services as consumers may begin to realize the cost savings associated with these types of
services, particularly in the absence of sports programming and advertisement interruptions that come with
traditional programming.
Additionally, as linear television continues to lose viewers, we expect advertising dollars to shift toward various
online and digital channels, furthering the demise of linear television. Roughly 20% of the U.S. population has
already cut the cord, and we believe another 20% will follow suit over the next few years.
The Rapid Transition to the Cloud
Corporations have traditionally run their own data centers and invested in the necessary employees and
equipment to do so. However, over the past few years, more companies have shifted to using enterprise cloud
computing services for at least a portion of their software and processing needs.
The strategic benefits of cloud computing are plentiful—enhanced data security and optimization, scalability,
reduced capital expenditure and operating costs, and improved mobility, which has quickly become a critical
factor in the wake of the COVID-19 pandemic.
Efforts to contain COVID-19 have forced many companies to transition their employees to a work-from-home
environment, which has prompted those that do not have the data center infrastructure necessary to support such
a transition to outsource these needs. Companies that provide cloud computing and migration services have
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become instrumental in allowing businesses to transition to the cloud quickly and seamlessly.
We believe this experience is likely to force companies to acknowledge the importance and benefits of using the
cloud and reevaluate their technology infrastructure.
It is estimated that about 15% of corporate processing needs, otherwise known as workloads, currently occur in
the public cloud. While we expected that number to grow to more than 50% over the next few years, the pandemic
has rapidly accelerated this transition over the past couple of months. As this trend continues to accelerate, wellestablished, dominant players in the enterprise cloud computing space are poised to benefit as they are able to
provide the ample security, vast reach, significant cost savings, and required infrastructure.
An Increasingly Remote Workforce
Working from home is not a fad, in our view. As we previously mentioned, the COVID-19 crisis has forced many
companies to transition their employees to a work-from-home environment. As a result of this, we believe
corporations have discovered that employees who work from home can be just as effective and productive as they
would be in the office, if not more so.
From a technology standpoint, previous obstacles that may have prevented companies from allowing employees
to work from home will likely no longer be an issue as enterprise cloud computing services have enabled a smooth
and seamless transition to a remote work environment.
We believe remote work is here to stay in some form or another, even after shelter-in-place orders have been lifted.
Companies are likely to be cautious in bringing employees back to traditional offices, at least until there is a
solution to the COVID-19 dilemma, for fear employees could contract the virus during commutes or in crowded
offices. Staggered schedules that reduce office density—where groups of employees alternate which days they
work from home—will likely become common. Additionally, cost savings associated with a reduced need for office
space will likely further motivate employers to shift to an increasingly remote work environment.
Supply Chain Diversification
We believe some companies had already started to rethink their supply chains and manufacturing sources heading
into the COVID-19 crisis.
As the U.S.-China trade war intensified, companies began restructuring their supply chains to rely on multiple
sources, including shifting a portion of manufacturing to other regions, rather than relying on a single source such
as China. We believe this trend will accelerate, as the COVID-19 pandemic has highlighted the risks associated with
the absence of a diversified supply chain.
This risk has been especially evident in healthcare. There have been shortages of critical personal protective
equipment, a significant amount of which is manufactured in China, along with many basic pharmaceutical drugs.
In an effort to be more prepared for future crises, we believe the U.S. federal government is likely to encourage
U.S. healthcare companies to shift at least a portion of their manufacturing back home and to help set up a more
robust U.S. medical testing infrastructure.
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Implications on Our Investment Process and Philosophy
Identifying these accelerating secular shifts within industries is a key part of our investment process and
philosophy. We focus on identifying what we call structurally advantaged companies—growing companies in
growing industries whose long-term growth potential is underappreciated by the market.
We look for healthy industries with strong secular growth drivers whose profits are expected to grow at least as
fast as the overall economy over a three- to five-year horizon. We then aim to invest in large-cap companies within
those industries that we believe are taking share of the industry profit pool.
We find that companies in healthy industries that are taking share of the industry profit pool typically achieve
faster profit growth than the overall market and tend to be better performers over the long term.
Our differentiated large-cap portfolio’s focus on growing companies and industries has been key in our ability to
deliver compelling investment outcomes over the years. These accelerating shifts reinforce many of our past
investment decisions and increase our confidence that the trends we had identified are in place and will only get
stronger over the next several years.

Past performance is not indicative of future returns. 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. Individual securities may not perform as expected or a strategy used by the Adviser may fail to
produce its intended result. Different investment styles may shift in and out of favor depending on market
conditions. Any investment or strategy mentioned herein may not be suitable for every investor.
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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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