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Tesla, Doss and Karikó
Let there be light…and there was!
In 1891, alternating current (AC) was used to light up the World’s Columbian Exposition in Chicago. This was shortly
followed by the installation of the first AC motor and hydroelectric plant at Niagara Falls—and the world started on
its electrification journey. Then, having bulbs that light up on demand across long distances was as much as a
miracle as God bringing forth light to the universe. And it was all thanks to Tesla…not the car maker that has
captured the popular imagination, but the inventor Nikola Tesla who bested Thomas Edison in the battle of
currents, at least. By all accounts, Tesla was brilliant, charming, and dapper; a futurist and a polyglot with eidetic
memory. Edison—an introvert who worked iteratively and was involved in multiple inventions at any given time—
was almost a study in contrast. Yet, Edison was the more “successful” inventor, while Tesla died in relative ignominy
despite his monumental contributions. There are a couple of lessons to be learnt from their lives and their battles:
patience is a virtue, as is hard work; and disruption to the status quo takes time to gain traction but once it does, it is
transformative.
Fast forward roughly 50 years, and Desmond Thomas Doss became the first conscientious objector to receive the US
Medal of Honor for sticking to his guns, pun intended. As a Seventh-day Adventist Christian, Doss refused to carry a
weapon into battle or kill an enemy soldier, even when faced with enemy fire. The film Hacksaw Ridge brings to life
in vivid technicolour Doss’ story. He was wounded multiple times and had 17 pieces of shrapnel in his body at one
point; yet, he refused to pick up a gun. It is hard to fathom the conviction he must have had in his beliefs. Similarly,
Hungarian-born scientist Katalin Karikó persevered for more than four decades to prove the therapeutic potential of
mRNA (immunogenicity of ribonucleic acid) technology despite scepticism from peers, multiple rejection of grants
and the cost of career progression opportunities. Her work forms the basis for the vaccines developed by PfizerBioNTech and Moderna to combat COVID-19, which has infected more than 60 million people globally.
Virtually everyone knows, or knows of, someone who contracted COVID-19, and in some cases, sadly, succumbed to
it. That COVID-19 has affected every aspect of life is hackneyed; thus, we will only point out that some of these
impacts will likely outlast the virus. For instance, what the “office”, “home”, and the “third space” mean; the
implication of crowd dynamics; and the increasing focus on health. One of the lesser appreciated aspects of the
pandemic’s long-term impact is the collective trust deficit. The “Karen” meme is one example, as is this anonymous
quote: “When this quarantine’s over, let’s not tell some people.” To be sure, trust takes a long time to rebuild. Also,
nothing drives home the ephemerality of life like death, or the fear of death; this leads one to think of legacy and
one’s will, both as the benefactor and the beneficiary. Perhaps, it is not coincidental that the world is suddenly
rallying together to focus on the environment and sustainability.
As investors, it behoves us to spend at least as much time thinking about and practicing patience, hard work,
perseverance, and taking the long view in the way we invest, as it does contemplating what China’s monetary policy
will be two quarters from now.
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The instalment of the 2020 Annual Outlook included references to the US Federal Reserve; US President Donald
Trump and the US elections; the US-China trade-war; and geopolitics affecting the price of oil. COVID-19 was
conspicuously absent. In 2020, markets largely shrugged off COVID-19, with the MSCI Asia ex Japan Index up circa
21% year to date at the time of writing, bettering 2019’s 18% return, although the global economy is still dealing
with the aftermath of the pandemic. That we failed to predict the biggest event in 2020 and possibly the next
decade is best summed up in the words of Ian E. Wilson, the former chairman of General Electric: “No amount of
sophistication is going to allay the fact that all your knowledge is about the past and all your decisions are about the
future.” In this regard, the research papers titled “Uncertainty” and ”Uncertainty II” penned by American investor
and writer Howard Marks in May 2020 are recommended readings.
With that major caveat out of the way, we outline our views forthwith. Simply put, Asian countries have, by and
large, handled the COVID-19 pandemic better than their western counterparts and are now emerging from that
nadir. Most of these countries have plenty of fiscal and/or monetary stimulus headroom. And this superior growth
and better national finances are available at a significant discount to developed markets. A languid US dollar will
enhance local currency returns in these “risk assets”.
Crouching Tiger, Hidden Dragon
That China is aware of the US bipartisan support for policies to straitjacket its technological progress is old news.
That it is taking steps to mitigate the fallout is also not new. And given the country’s track record in getting things
done that really matter to it, give or take a couple of years and a few hundred billion renminbi, one wouldn’t bet
against it. So, the world’s second largest economy will march to its own beat.
In this regard, for the first time this century, China’s Five-Year Plan, its 14th, does not have an explicit economic
growth target. This is as much a reflection of Chinese President Xi Jinping’s consolidation of power as it is of the
country’s shift from “quantity to quality”. The former because Xi is comfortable admitting that China’s growth rate
will slow structurally; the latter because there is cognizance in the corridors of power that the old model of relying
on fixed asset investment to “grow” out of trouble is no longer viable. Enter the “dual circulation” strategy—at its
core, China aims to remain open to the world (international circulation), while engineering a shift from
infrastructure-led growth to innovation- and consumption-led growth domestically (domestic circulation).
Announcements or targets in the areas of fiscal sustainability, stabilising supply chains (especially as it pertains to
semiconductors), and addressing climate change via the national emissions trading scheme, will show a
commitment to “walk the talk”. The government’s no-nonsense approach apropos corruption and abuse of power,
even if the perpetrators are the giants of China’s digital economy, ought to lead to a broadening and deepening of
innovation.
Meanwhile, Hong Kong continues to come to terms with the reality that the “one country, two systems” is only
possible if the “one country” doesn’t feel threatened by the “second system”. The recent arrest of activists aimed at
fostering patriotism may raise hackles in the western press but will not change reality on the ground. In keeping
with these views, we prefer to invest in areas of improving Chinese domestic demand, localisation and strategic
industry development.
“English, August” no more?
The Indian movie (and book, before it) “English, August” is a portrayal of two different Indias—the educated,
sophisticated and posh urban India; and the uneducated, inefficient, rural one—and the tensions between the two
in the context of bloated government bureaucracy. But that may well be a thing of the past. Indian Prime Minister
Narendra Modi’s government has pushed through labour and agriculture reforms that could be transformative if
executed well. Labour reforms have also relaxed onerous restrictions on lay-offs, fixed-term employment and
unions, thereby boosting efficiency. The new laws significantly reduce the compliance burden, which has been a
major deterrent for investments in labour-intensive sectors in much need of productivity improvements, such as
agriculture. Agriculture employs some 44% of India’s 450-million strong workforce but contributes only about 15%
of its economic output. This sector will also benefit from the recent passage of reforms announced in May via muchneeded investment in the supply chain, which makes it more efficient. We continue to focus on sub-sectors
benefiting from trends such as market consolidation, formalisation, and companies that reduce the friction of doing
business, namely private sector banks, digital services and logistics.
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Beauty and the Beast
An enduring change accelerated by COVID-19 will be increased digitisation—of work, social media and commerce.
And digitisation of anything relies heavily on the semiconductor industry and the technology supply chain. In this
regard, South Korea and Taiwan remain well positioned, notwithstanding the rising tensions between China and
the US. However, geopolitics will be a major driver of volatility. Trump’s “America First” stance has already forced
these US allies to take stock of their relations with China, the largest economy in Asia and one that is still growing
faster than most economies anywhere. China’s state media has dedicated appreciable newsprint to China’s
repeated incursions into Taiwanese airspace over the last month. These moves are tantamount to a warning by
Beijing to both Taipei and Washington not to change status quo vis-à-vis the “One China” policy. On the other hand,
President Xi’s planned visit to South Korea reflects a warming of relations between those two nations, though there
is no predicting how, and how quickly, that can change. Thus, we like esoteric sectors such as clean technology,
content and industrial automation.
The Gods Must Be Crazy
There’s a never a dull day in ASEAN. If it isn’t the constant musical chairs of politics in Malaysia or the changes of
government in Thailand (or threats thereof), it is the wild gyrations in the Indonesian rupiah or the Thai baht. In
other developments, Indonesian President Joko Widodo passed the contentious Omnibus reforms, paving the way
for greater foreign direct investment. Also in Indonesia, COVID-19 has catalysed a massive acceleration in
digitisation. And Indonesia and Vietnam, in particular, are benefiting from the redesign of supply chains currently
heavily reliant on China. Malaysia remains uninteresting except in niche segments. Thailand’s lacklustre economy
needs a sizeable fiscal impulse, one that is unlikely given ongoing political developments. Singapore’s stock market
remains a proxy for the region, albeit with a better governance framework. Besides continued capital inflows from
Hong Kong, there is little fundamentally that excites us here. The Philippines is showing early signs of a cyclical
recovery, and we are content to stay watchful for now.
The year 2020 has been an unforgettable one, the first half unpleasantly so. But as we look to 2021, it is worth
noting the words of the wise Greek philosopher Socrates that “the secret of change is to focus all of your energy, not
on fighting the old, but on building the new”.
Best wishes for 2021, and happy investing!
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for
distribution only under such circumstances as may be permitted by applicable laws. This document does not constitute personal
investment advice or a personal recommendation and it does not consider in any way the objectives, financial situation or needs of any
recipients. All recipients are recommended to consult with their independent tax, financial and legal advisers prior to any investment.
This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments
or participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM’s investment strategy in any way.
The information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but
have not been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no
responsibility or liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts,
projections, estimates or prospects contained within this document. This document should not be regarded by recipients as a substitute
for the exercise of their own judgment. Opinions stated in this document may change without notice.
In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur.
Estimates of future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of
any principal investment. The mention of individual securities, sectors, regions or countries within this document does not imply a
recommendation to buy or sell.
Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document,
provided that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.
All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by
Nikko AM is strictly prohibited.
Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan
nor is it intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial
Instruments firms) No. 368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association.
United Kingdom and rest of Europe: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and
regulated in the United Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial
promotion for the purposes of the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United
Kingdom, and is directed at professional clients as defined in the FCA Handbook of Rules and Guidance.
United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or
distribution of a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity.
Nikko Asset Management Americas, Inc. is a United States Registered Investment Adviser.
Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and
intermediaries only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of
Singapore.
Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and
intermediaries only. The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory
authority in Hong Kong. Nikko Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.
Australia: This document is issued in Australia by Nikko AM Limited (ABN 99 003 376 252, AFSL 237563). It is for the use of wholesale
clients, researchers, licensed financial advisers and their authorised representatives only.
New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057,
FSP22562). It is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only.
Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents.
No offer to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the
addressee only and must not be passed to, issued to, or shown to the public generally.
Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by
the Kuwaiti Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis
a private placement or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as
amended). No private or public offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will
be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.
Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised
and regulated by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority
(the FCA) in the United Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to
any other party or published in full or in part for any purpose whatsoever without a prior written permission from Nikko AME.
This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko
AME is not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that
person will not therefore benefit from any protections that would be available to such clients.
Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests,
may at any time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers
or may provide or have provided significant advice or investment services in any investments referred to in this document or in related
investments. Relevant confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings
group and not available to Nikko AME because of regulations or internal procedure is not reflected in this document. The investments
mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors.
Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated
by the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it
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constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article
139 of the Executive Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the
conclusion of any contract of whatsoever nature within the territory of the Sultanate of Oman.
Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an
independent investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public
and should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose
whatsoever without a prior written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded
in your jurisdiction and any inquiries regarding the Strategies should be made to Nikko AME.
United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to
constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only
being offered to a limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks
involved in an investment in such Strategy, and (b) upon their specific request.
The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority
or any other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee
only and should not be given or shown to any other person (other than employees, agents or consultants in connection with the
addressee's consideration thereof).
No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe
Ltd.
Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances
is, to be construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect
to the eligibility of any person to acquire any financial investment product or service. The offering and sale of any financial investment
product is subject to the applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be
sold after such fund is registered under the private placement registration regime in accordance with the applicable regulations of the
Republic of Korea, and the offering of such registered fund shall be conducted only through a locally licensed distributor.
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