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Investment Opportunities in the Public Cloud
March 10, 2022
The cloud has barely scratched the surface of its growth potential. How big could it get? And what industries and
businesses are potential beneficiaries of that growth? In this discussion with Institutional Investor’s Mike Corcoran,
William Blair’s Jim Golan provides his take.
Watch the video or read the recap below.
Mike: Hi, everybody. This is Mike Corcoran with Institutional Investor. I’m joined today by Jim Golan. Jim is the coportfolio manager on William Blair’s large-cap growth strategy. And we’re going to be talking about opportunities
around the cloud today, which is a topic that seems like it’s been around for a while, but clearly, still has room to
grow.
Jim, maybe we can start by if you could just talk about the expansion of the cloud—what you see is going to be
happening, particularly in the public cloud. It’s one of the more significant investment trends that you might be
seeing as an investor.
Jim: Yeah. So, great. Thanks Mike. So let’s start out with the public cloud. What companies are doing is they’re
outsourcing some or all of their data centers to third-party providers through the public internet.
This is typically sold on a per-usage basis. It turns the model into a more of a variable-cost model versus a fixedcost model that you see in the data center side.
The leading players there—the companies involved—are three, which are Amazon with Amazon Web Services,

2
Microsoft with Azure, and Alphabet with the Google Cloud Platform.
So there have really been three major paradigm shifts, in my opinion, in terms of compute technology since the
1960s. These shifts typically last about 20 to 30 years and the end results are those companies that are aligned
with these shifts do really well in terms of revenue growth and profitability growth over multiple years.
If we kind of take a step back and look at the three cloud providers, the one thing that really ties them together is
just the compute and data intensity of these providers. So you kind of think of, like, Alphabet. You look at their
core Google search business. The drivers there are data centers, servers, a lot of storage, a lot of compute intensity.
So, it’s really a natural extension in terms of shifting to the cloud and coming out with the Google Cloud Platform.
It was very similar in terms of Microsoft and Amazon and what drove their shift to being cloud providers over the
long haul.
Mike: So I mean, the benefits are fairly obvious. I’m wondering if we can talk a little bit about what types of
companies do you think would derive the most benefit from shifting to the cloud in terms of investable companies.
Jim: Yeah, it really affects all industries and companies, most notably in the consumer space. What the cloud may
offer is speed, agility, flexibility, and lower cost.
A really good example: You know, Starbucks, back probably 10-11 years ago, was having a problem in their stores
in terms of stores becoming overcrowded—just a throughput issue, which was impacting their revenues.
So, they came out with a new app—you know, the Starbucks app—basically being able to handle mobile ordering,
improving the overall throughput in the stores, and increasing revenues.
But the real benefit they got from this was just getting more information on their customers—being able to
personalize menus, personalize potential drinks down the road—which was really helpful. And then having a
rewards and loyalty program that just built the goodwill in terms of Starbucks customers with the company overall.
And they did this all through the cloud. They were using Microsoft Azure in terms of their cloud provider. So, this is
really helpful.
And then on the operating perspective, what they did was start to tie in a lot of their coffee machines, espresso
machines, through the cloud using predictive analytics—and being able to predict when these machines might
need maintenance. And the benefit here is you don’t have a machine breaking down during peak hours because
you’ve already done the maintenance.
Again, this goes through the cloud—the predictive analytics that Starbucks utilizes in terms of helping them make
these decisions.
Mike: When you think about how you invest, how does the cloud trend fit with your style of investing?
Jim: So we are growth investors with a lot of focus in terms of quality investing. And the areas that we look at are
secular growth industries and companies that are leaders within those industries that have a very strong
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competitive moat.
So when you think of the cloud we’re still very early in the process. In terms of our investing, we go out; we seek to
identify really powerful secular trends; and once we do that, we find the leaders and tend to stick with them over
the long haul.
Mike: All right. Thanks so much, Jim. We appreciate you spending time with us today and talking with us about the
opportunity in the cloud.
Jim: Great. Thank you, Mike. Appreciate it.
Jim Golan, CFA, partner, is a portfolio manager on William Blair’s U.S. Growth & Core Equity team.
Read The Shift to the Cloud White Paper
We believe the digitalization of corporate America—more specifically the expansion of the public cloud—is one of
the more significant investment trends we have experienced given its vast growth potential.
Download PDF
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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.

