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Summary

We believe highly innovative companies, when accounted for properly, are cheaper than their non-innovative 
peers in all regions of the world. Particularly cheap and attractive are international innovators. 

In this report, we are attempting to map the spheres of innovation in the developed world. We use the Morningstar 
Developed Market Large-Mid Index as our basis. Many don’t understand the extent of innovation that goes on outside the US 
in sectors other than technology. We try to address this misunderstanding.

Methodology
• For data, we are using Bloomberg financial data over the last 12 months. For foreign countries, we convert all data into 

USD for comparability purposes. 
• We also make another adjustment when calculating net income and cash flow for companies that spend on research 

and development (R&D). Because R&D must be expensed, this distorts the results of innovative companies compared to 
their non-R&D spending peers. So, we simply add back R&D spending to net income and cash flow. This is a short-hand 
method of considering innovation. For those that may think this is unfair accounting, consider that—per our work—
companies actually spend more on non-R&D intangible investments that are still embedded in the income statement. So, 
in our opinion, we are being rather conservative in our analysis, only considering one form of innovation spending.

• In the pages that follow, we divide the constituents of the index into two groups of companies: 1) those that spend on 
R&D, and 2) those that don’t. We then aggregate R&D spend, capital expenditures, net income, operating cash flow and 
market cap. We exclude: 1) any company whose domicile is a “tax haven” country, and 2) any company that is 
incorporated in a different country than the primary exchange where its stock is traded. Only companies incorporated in 
the country where their primary exchange resides are considered.
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Let’s start with the US companies within the index.

Source: Bloomberg, as of 11/8/22 

DM US
Number of Companies 292 229
Percent of Companies 56.05% 43.95%
R&D $0.00 $540,789.62
Capex $336,280.44 $358,250.84
Market Cap $7,183,295.17 $18,752,167.85
Net Income $368,530.76 $1,261,152.82
OCF $583,086.32 $1,606,836.50
P/E 19.49 14.87
P/CF 12.32 11.67

There are 292 US 
companies in the index 
that do no R&D spending, 
just over 56% of the 
constituents. They have a 
combined market cap of 
$7.2 trillion, net income of 
$368.5 billion and 
operating cash flow over 
the last 12-months of 
$583 billion. This yields a 
P/E of 19.5x and P/CF of 
12.3x.

There are 229 companies 
that do perform R&D, 
spending a cumulative 
$541 billion. These 
companies have an 
aggregate market cap of 
$18.7 trillion and earn an 
adjusted $1.26 trillion in 
net income and $1.61 
trillion in cash flow. This 
translates into a P/E of 
14.9x and P/CF of 11.7x.

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.
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Next, let’s look at European companies. These companies are domiciled in the block of 27 
European countries.

Source: Bloomberg, as of 11/8/22 

There are 229 European 
companies in the index 
that do no R&D spending, 
just under 74% of the 
constituents. They have a 
combined market cap of 
$6.95 trillion, net income 
of $239.8 billion and 
operating cash flow over 
the last 12-months of 
$330 billion. This yields a 
P/E of 29x and P/CF of 
21.1x.

There are 95 companies 
that do perform R&D, 
spending a cumulative 
$225.3 billion. These 
companies have an 
aggregate market cap of 
$4.7 trillion and earn an 
adjusted $551.9 billion in 
net income and $666.3 
billion in cash flow. This 
translates into a P/E of 
8.4x and P/CF of 7x.

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.

DM EMEA
Number of Companies 269 95
Percent of Companies 73.90% 26.10%
R&D $0.00 $225,297.70
Capex $0.00 $162,599.49
Market Cap $6,947,678.15 $4,657,699.08
Net Income $239,829.77 $551,903.98
OCF $329,977.55 $666,339.15
P/E 28.97 8.44
P/CF 21.06 6.99
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The Asian components of the index are in the traditional developed economies, plus South 
Korea and Taiwan (which are classified as emerging markets by other index providers).

Source: Bloomberg, as of 11/8/22 

There are 382 Asia 
companies in the index 
that do no R&D spending, 
over 54% of the 
constituents. They have a 
combined market cap of 
$1.77 trillion, net income 
of $177.5 billion and 
operating cash flow over 
the last 12-months of 
$202.7 billion. This yields a 
P/E of 10x and P/CF of 
8.7x.

There are 319 companies 
that do perform R&D, 
spending a cumulative 
$129 billion. These 
companies have an 
aggregate market cap of 
$3.36 trillion and earn an 
adjusted $354.7 billion in 
net income and $423 
billion in cash flow. This 
translates into a P/E of 
9.5x and P/CF of 7.9x.

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.

DM Asia
Number of Companies 382 319
Percent of Companies 54.49% 45.51%
R&D $0.00 $129,077.85
Capex $85,099.03 $160,362.48
Market Cap $1,770,374.00 $3,357,334.31
Net Income $177,468.06 $354,753.17
OCF $202,711.22 $423,069.65
P/E 9.98 9.46
P/CF 8.73 7.94
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Now we can put all the pieces together to form a collage of the world.

Source: Bloomberg, as of 11/8/22 

There are 1,046 
companies in the index 
that do no R&D spending, 
just under 66% of the 
constituents. They have a 
combined market cap of 
$15.9, net income of 
$785.8 billion and 
operating cash flow over 
the last 12-months of $1.1 
trillion. This yields a P/E of 
20.2x and P/CF of 14.5x.

There are 540 companies 
that do perform R&D, 
spending a cumulative 
$895.1 trillion. These 
companies have an 
aggregate market cap of 
$26.8 trillion and earn an 
adjusted $2.17 trillion in 
net income and $2.7 
trillion in cash flow. This 
translates into a P/E of 
12.4x and P/CF of 9.9x.

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.

DM World
Number of Companies 943 643
Percent of Companies 59.46% 40.54%
R&D $0.00 $895,165.17
Capex $421,379.47 $681,212.82
Market Cap $15,901,347.32 $26,767,201.24
Net Income $785,828.59 $2,167,809.98
OCF $1,115,775.09 $2,696,245.31
P/E 20.24 12.35
P/CF 14.25 9.93
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Here we summarize the results of the combined European and Asian constituents to have 
a pure international view.

Source: Bloomberg, as of 11/8/22 

There are 651 international 
companies in the index 
that do no R&D spending, 
just over 61% of the 
constituents. They have a 
combined market cap of 
$8.7 trillion, net income of 
$417.3 billion and 
operating cash flow over 
the last 12-months of 
$532 billion. This yields a 
P/E of 20.9x and P/CF of 
16.4x.

There are 414 international 
companies that do 
perform R&D, spending a 
cumulative $354.4 billion. 
These companies have an 
aggregate market cap of 
$8 trillion and earn an 
adjusted $906.7 billion in 
net income and $1.1 
trillion in cash flow. This 
translates into a P/E of 
8.84x and P/CF of 7.4x.

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.

Number of Companies 651 414
Percent of Companies 61.13% 38.87%
R&D $0.00 $354,375.55
Capex $85,099.03 $322,961.97
Market Cap $8,718,052.15 $8,015,033.38
Net Income $417,297.83 $906,657.16
OCF $532,688.77 $1,089,408.81
P/E 20.89 8.84
P/CF 16.37 7.36

DM International
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Sector Compositions

In this next section, we’ll consider the sector composition of each innovative portion 
and non-innovative portion of the regional groupings. We equal weight the groupings 
to avoid any market-cap distortions and because the analysis is about the quantity of 
innovative companies, not the size, i.e., the opportunity set. In the following exhibits, 
the left column denotes the number or percent of companies that do not engage in 
R&D spending. The right column denotes the number or percent of companies that do 
engage in R&D spending.



9

KNOWLEDGE LEADERS STRATEGY

Sector allocation among the US constituents is heavily concentrated in the technology 
sector, with health care second. Combined, these two sectors comprise over 65% of the 
US members of the index. There are only 3 sectors with weights above 10%.

Source: Bloomberg, as of 11/8/22 

Communications 20 16
Consumer Discretionary 43 15
Consumer Staples 12 3
Energy 10 2
Financials 53 3
Health Care 14 58
Industrial 45 29
Information Technology 15 95
Materials 22 6
Real Estate 37 2
Utilities 21 0
   Total 292 229

DM US
Communications 6.85% 6.99%
Consumer Discretionary 14.73% 6.55%
Consumer Staples 4.11% 1.31%
Energy 3.42% 0.87%
Financials 18.15% 1.31%
Health Care 4.79% 25.33%
Industrial 15.41% 12.66%
Information Technology 5.14% 41.48%
Materials 7.53% 2.62%
Real Estate 12.67% 0.87%
Utilities 7.19% 0.00%
   Total 100.00% 100.00%

DM US

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.
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In Europe health care is most dominant, but information technology is a much smaller 
component of the index. Industrials and materials represent a far higher share of 
innovative companies.

Source: Bloomberg, as of 11/8/22 

Communications 23 1
Consumer Discretionary 23 8
Consumer Staples 21 4
Energy 6 0
Financials 67 0
Health Care 5 31
Industrial 41 21
Information Technology 8 14
Materials 18 16
Real Estate 34 0
Utilities 23 0
   Total 269 95

DM EMEA
Communications 8.55% 1.05%
Consumer Discretionary 8.55% 8.42%
Consumer Staples 7.81% 4.21%
Energy 2.23% 0.00%
Financials 24.91% 0.00%
Health Care 1.86% 32.63%
Industrial 15.24% 22.11%
Information Technology 2.97% 14.74%
Materials 6.69% 16.84%
Real Estate 12.64% 0.00%
Utilities 8.55% 0.00%
   Total 100.00% 100.00%

DM EMEA

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.
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Asia is the region with the most diversified profile of innovative companies. Six sectors 
have over 10% representation, with industrial being the largest sector weight. Asia has 
the largest weight of consumer discretionary and consumer staples of any region.

Source: Bloomberg, as of 11/8/22 

Communications 15 23
Consumer Discretionary 43 48
Consumer Staples 25 32
Energy 11 5
Financials 61 0
Health Care 13 35
Industrial 69 67
Information Technology 8 56
Materials 30 38
Real Estate 89 5
Utilities 18 10
   Total 382 319

DM Asia
Communications 3.93% 7.21%
Consumer Discretionary 11.26% 15.05%
Consumer Staples 6.54% 10.03%
Energy 2.88% 1.57%
Financials 15.97% 0.00%
Health Care 3.40% 10.97%
Industrial 18.06% 21.00%
Information Technology 2.09% 17.55%
Materials 7.85% 11.91%
Real Estate 23.30% 1.57%
Utilities 4.71% 3.13%
   Total 100.00% 100.00%

DM Asia

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.



12

KNOWLEDGE LEADERS STRATEGY

Aggregating the world, the sector weights balance out somewhat among the regions. 
There are four sectors with weights above 10% (almost five, with materials at 9.33%) and 
no sector is more than 26% of the index. Each sector has some representation.

Source: Bloomberg, as of 11/8/22 

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.

Communications 58 40
Consumer Discretionary 109 71
Consumer Staples 58 39
Energy 27 7
Financials 181 3
Health Care 32 124
Industrial 155 117
Information Technology 31 165
Materials 70 60
Real Estate 160 7
Utilities 62 10
   Total 943 643

DM World
Communications 6.15% 6.22%
Consumer Discretionary 11.56% 11.04%
Consumer Staples 6.15% 6.07%
Energy 2.86% 1.09%
Financials 19.19% 0.47%
Health Care 3.39% 19.28%
Industrial 16.44% 18.20%
Information Technology 3.29% 25.66%
Materials 7.42% 9.33%
Real Estate 16.97% 1.09%
Utilities 6.57% 1.56%
   Total 100.00% 100.00%

DM World
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Isolating just on the international component of the index, the sector weights are more 
balanced than the US. Five sectors have greater than 10% weights and no sector exceeds 
22% of the index. There are, however, no international financial companies that are R&D 
spenders.

Source: Bloomberg, as of 11/8/22 

Communications 38 24
Consumer Discretionary 66 56
Consumer Staples 46 36
Energy 17 5
Financials 128 0
Health Care 18 66
Industrial 110 88
Information Technology 16 70
Materials 48 54
Real Estate 123 5
Utilities 41 10
   Total 651 414

DM International
Communications 5.84% 5.80%
Consumer Discretionary 10.14% 13.53%
Consumer Staples 7.07% 8.70%
Energy 2.61% 1.21%
Financials 19.66% 0.00%
Health Care 2.76% 15.94%
Industrial 16.90% 21.26%
Information Technology 2.46% 16.91%
Materials 7.37% 13.04%
Real Estate 18.89% 1.21%
Utilities 6.30% 2.42%
   Total 100.00% 100.00%

DM International

Morningstar Developed World Large-Mid Cap Index*

*Excludes companies domiciled in any tax haven country or country 
other than where the primary exchange is located.
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Of interest is the concentration in R&D spending. Does it vary by region? Yes.

Source: Bloomberg, as of 11/8/22 

Top 10 Percent Top 20 Top 100
DM US $287,913.00 53.24% $361,848.30 66.91%
DM EMEA $90,631.11 70.21% $120,022.39 53.27%
DM Asia $46,314.39 35.88% $65,367.35 50.64%

We looked at the largest 10 and 20 R&D spenders in each geography. Interestingly, Europe was 
the most concentrated at the top 10 level, where over 70% of European R&D spending is 
conducted. But, at the top 20 level, the US was the most concentrated, with just under 67% of 
R&D spending conducted by the largest 20 companies. Asia was the least concentrated at both 
the top 10 level and the top 20 level.
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Innovation Spotlights

Each quarter we highlight some companies from our perspective of intangible 
investments. All of these companies pass our screens, and we consider them 
Knowledge Leaders. Not all of these companies end up in our portfolio, but we like to 
perform a qualitative analysis to understand the innovation perspective these 
companies employ.

All of the companies we consider Knowledge Leaders possess similar qualities:
1) They invest a minimum amount in innovation,
2) They have lesser levered balance sheets, and
3) They have a demonstrated history of profitability.
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Yakult: Pursuing Excellence in Life, Science and Microorganisms

Company Details

Sector Consumer Staples

Country Japan

Maker of the probiotic “Yakult” drink, the company Yakult Honsha’s mission is to contribute to health, happiness, and the pursuit 
of excellence in life, science and microorganisms. Its flagship refrigerated milk drink is enjoyed daily by more than 40 million
people in 40 countries. This Japan-based firm’s origins reach back to 1921, when poor hygiene and nutrition caused widespread 
cholera, dysentery and death. Founder Dr. Minoru Shirota set to researching microorganisms with the idea to push beyond simply 
treating illness and figure out how to prevent it in the first place. Eight years later, a breakthrough: Sirota discovered a strain of 
lactic acid bacteria that could reach the intestines alive and once there, help suppress harmful bacteria. Today, that bacteria not 
only is named after him (Lactobacillus casei strain Shirota), it forms the basis of his recipe for his fermented drink.

Yakult means yogurt in Esperanto, a global language invented in the late 1800s and believed at the time to be the future of 
language for all people, a nod to Shirota’s vision for making Yakult affordable and accessible worldwide. The founder’s three core 
beliefs remain central to the firm’s innovation strategy today: first, an emphasis on preventing illness rather than treating it once 
it develops; second, the idea that a healthy intestinal tract leads to a long life; and third, a commitment to making products 
affordable so everyone can access good health.

Over the decades, this Knowledge Leader has evolved its product offerings while keeping probiotics at its core. Today’s Yakult 
Honshu makes cosmetics incorporating microorganisms aimed at protecting the skin and a prescription drug line for treating 
various types of cancer. An R&D team based at the Yakult Central Institute in Tokyo continues the research on Lactobacillus 
casei, recently confirming for example that it acts on the nervous system through the gut-brain axis—a relationship in which the 
brain and intestines constantly exchange information—alleviating stress, improving sleep quality, and more. The firm also 
discovered the Shirota strain has been demonstrated to regulate immunity by maintaining and restoring “Natural Killer” cells,
which can help the body fight the cells that cause cancer. Most recently, the development team was able to raise the probiotic 
concentration for a new drink called Yakult 1000, aimed at relieving stress and improving sleep quality in situations where one is 
under temporary mental stress. The firm’s R&D teams also develop the technology, tools, and manufacturing processes that 
support and advance its own products. Yakult Honshu aims to achieve net-zero carbon emissions by 2050.

As of 9/30/22, Yakult Honsha was held in the Knowledge Leaders Strategy. The information contained herein is for informational 
purposes only and is not a recommendation to buy or sell any security. 
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Shopify: Funding a New Generation of Merchants

Company Details

Sector Information Technology

Country Canada

Shopify is a leader in commerce solutions that allow merchants to set up online stores and sell their 
products. The firm’s tools power millions of entrepreneurs in more than 175 countries including brands as 
large as Netflix, Allbirds, and Tupperware.

The firm was founded in 2006 in Ottawa, Canada, when current CEO Tobi Lütke built the software necessary 
to launch an online snowboard store and soon realized the software was more valuable than the 
snowboards. He pivoted and launched the Shopify platform. Today, the firm offers e-commerce packages for 
large brands through small startups, with monthly subscriptions ranging from $9 to $2,000, based on 
features.

This Knowledge Leader’s innovation strategy focuses on constantly adding new product features, especially 
related to platform compatibility. Over the last year, it has enabled payments via Spotify, Twitter and 
YouTube as well as Tap-to-Pay via iPhones. The firm also encourages innovation within its partner 
ecosystem, with thousands of apps, plus new capabilities designed to make shopping and shipping faster 
and more convenient. The more merchants that join the platform and generate transactions, the more 
economies of scale Shopify passes on to its merchant community. In another initiative aimed at fueling 
growth, Shopify in 2016 launched an in-house venture capital arm which has so far provided nearly $4B in 
first-round funding to Shopify entrepreneurs in the US, UK, and Canada. As of last year, Shopify ranked No. 2 
in US retail ecommerce sales with 10 percent share behind No. 1 Amazon.

As of 9/30/22, Shopify was held in the Knowledge Leaders Strategy. The information contained herein is for 
informational purposes only and is not a recommendation to buy or sell any security. 
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Incitec Pivot: Zero Harm Farming and Mining

Company Details

Sector Materials

Country Australia

Headquartered in Melbourne, Australia, Incitec Pivot is a global leader in the materials sector with an unrelenting 
focus on Zero Harm, the expectation that its operations should never expose staff to harm or cause environmental 
incidents. The company’s origins began in the 1800s with the advent of the first safe detonator technology, and 
today it operates two companies. First, through Dyno Nobel, the firm plays a critical role in releasing the world’s 
natural resources to build infrastructure and generate energy. Translation: it makes detonators, boosters, and 
explosives and performs blasting services to the mining, quarrying, seismic and construction industries. This arm of 
the business was founded in 1865 by Alfred Nobel, who would go on to establish the Nobel Prize. Through its other 
business, Incitec Pivot Fertilizers, the firm has played an important role in building sustainable food production in 
Australia over the last 100 years as the continent’s largest supplier of fertilizers. Today it delivers about two million 
tons per year to Australian grain, cotton, fruit, dairy and sugar farmers. Dyno Nobel and Incitec Pivot Fertilizers 
were merged in 2003, and today the firm has 60 manufacturing facilities across Australia, Europe, Asia, Latin 
America, Africa and North America, including in the US states of Wyoming, Missouri, and Louisiana.

Looking forward, the firm’s innovation priorities include a strategic Net Zero Pathway decarbonization initiative, 
plant conversions to use water from recycled sources, diversifying away from single suppliers in its supply chain, 
and new R&D partnerships at work on breakthrough products like “smart fertilizers” for example, aimed at 
regenerating soil health, and green ammonia that lowers emissions.

As of 9/30/22, Incitec Pivot was not held in the Knowledge Leaders Strategy. The information contained herein is 
for informational purposes only and is not a recommendation to buy or sell any security. 
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Norsk Hydro: Metals of the Future

Company Details

Sector Materials

Country Norway

Headquartered in Oslo, Norway, Norsk Hydro is one of the largest aluminum companies in the world. It aims 
to convert natural resources into sustainable products for people and business. Since its founding in 1905, 
this Knowledge Leader has worked for over a century to develop innovative, efficient new ways to deliver 
products to industry.

Because it is lightweight, durable, and infinitely recyclable, aluminum is a building block of modern societies 
with an important role to play in the transition to zero carbon, according the Norsk Hydro. Indeed, last year 
the firm’s sales of low-carbon aluminum products tripled in step with increased demand for low-carbon 
products across the automotive, building and construction, and renewable energy industries. In the future, 
the firm aims to be a leader in the green transition. 

This year, Norsk Hydro will deliver the first commercial volumes of what it calls, “near-zero-carbon” aluminum 
made from 100 percent recycled scrap. Beyond that, it has committed to deliver carbon-free primary 
aluminum by 2050. In addition to its aluminum business, the firm’s R&D teams are at work on the second 
pillar of its product strategy: innovations in new energy, specifically renewables, batteries and hydrogen. 
Most of the firm’s R&D efforts take place in-house, at centers in Ardal, Norway (smelter technology), 
Sunndal, Norway (alloys and casting), Barcarena, Brazil (bauxite and alumina), and Finspang, Sweden, and 
Flint, Michigan (both extrusions). Nearly all R&D efforts are focused on process efficiencies, reducing energy 
consumption, recycling, reducing environmental impact, and building expertise in batteries and hydrogen. The 
firm also is engaged in R&D collaborations funded by the country of Norway, the European Union and other 
international projects focused on advances in aluminum and green energy.

As of 9/30/22, Norsk Hydro was not held in the Knowledge Leaders Strategy. The information contained 
herein is for informational purposes only and is not a recommendation to buy or sell any security. 
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Spotify: The Music Machine of the Future

Company Details

Sector Communication Services

Country Sweden

Spotify is one of the largest music streaming services in the world. Founded in 2006 by current CEO Daniel Ek and 
Martin Lorentzon in Stockholm, Sweden, today’s Spotify is home to 80 million music tracks and four million podcasts. 
The firm calls itself the world’s most popular audio streaming subscription service, and while there’s no way to 
measure coolness and vibes, the industry and its users all seem to agree. Still, current stats put Spotify’s active 
listeners at about 450 million, with less than half paying to subscribe. This places Spotify at No. 3 for volume of active 
listeners, trailing No. 1 YouTube, and No. 2 China’s Tencent Music, and way ahead of Apple Music, SoundCloud, 
Amazon Music, and Pandora.

The firm’s breakthrough contribution to the digital ecosystem is the “freemium” model, whereby users may subscribe 
to basic features for free if they’re willing to listen to commercials. An upgrade to the paid premium subscription for 
$10 a month offers access to downloads, unlimited streaming and more, all commercial-free. Spotify’s focus on 
customizing personal experience (via features that allow users to create, edit and share playlists, and newer “events” 
like live concerts and podcasts) have earned this firm a reputation for staying relevant, fresh and in-the-moment. Like 
all Knowledge Leaders, Spotify has a long history of investing in R&D. At the heart of its innovation strategy is a 
longstanding commitment to improving the core intellectual property behind its popular user experience: its playlist 
algorithm.

The firm’s future strategy is centered on the “Spotify Machine,” a software platform built to empower creators to 
publish a range of content from music and podcasts to writing to art and beyond. The machine also tracks and 
manages earnings, while promoting the work to new audiences across the Spotify network of listeners. By allowing 
musicians to self-release their music, streaming platforms have lowered the barriers to entry, democratizing the 
business of making music. According to Spotify, which pays royalties calculated as a percentage of total songs played, 
this accelerates the path to finding fans and earning a paycheck. Over 10 percent of musicians who earned more than 
$10,000 on Spotify last year had released their first song ever within the last two years. 

As of 9/30/22, Spotify was held in the Knowledge Leaders Strategy. The information contained herein is for 
informational purposes only and is not a recommendation to buy or sell any security. 
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Mercado Libre: Democratizing eCommerce in Latin America

Company Details

Sector Consumer Discretionary

Country Argentina

Mercado Libre is the largest online marketplace in Latin America. Headquartered in Buenos Aires, Argentina, 
and available in 18 countries, the firm’s offerings span from the popular, namesake digital marketplace, 
“Mercado Libre,” to its digital payment and credit platform, “Mercado Pago,” shipping and logistics arm, 
“Mercado Envios,” digital advertising, and online storefronts. With a mission to democratize commerce and 
foster entrepreneurship and social mobility, the firm aims to lead the region’s innovations in financial 
technology as well. Today its products include QR code payment devices, mobile wallets, and merchant 
credit, insurance and investments. 

The firm was formed in 1999 after founder Marcos Galperin earned an MBA at Stanford Graduate Business 
School then returned home to Buenos Aires to build Mercado Libre Silicon-Valley-startup style: in his garage. 
An example of how this firm embraces change is its 2010 platform overhaul, when it basically threw out an 
outdated, closed technology platform and started over, building an open, decoupled one. The firm then split 
its development teams into autonomous "cells” or functional units of unique teams with their own hardware, 
data and source code. The cells interact with each other using APIs. Mercado Libre has said this shift 
resulted not only in greater productivity internally, but also in significant third-party adoption of the platform 
as entire companies have been built on and around its APIs. Last year, the firm almost doubled its employees 
in product development and IT in support of ambitious logistics and fintech initiatives. In 2019, Mercado Libre 
inked a partnership with PayPal to enable customers and businesses in Latin America to transact with those 
in other regions. 

As of 9/30/22, Mercado Libre was held in the Knowledge Leaders Strategy. The information contained herein 
is for informational purposes only and is not a recommendation to buy or sell any security. 
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Linde: Enabling the Transition to Clean Energy

Company Details

Sector Materials

Country UK

Linde is the largest industrial gas company worldwide and an innovator in the highly 
engineered technologies used to deliver gas to customers. With a mission to enable the 
transition to clean energy, Linde completed its merger with Praxis in 2018, and today 
supplies oxygen to hospitals, purified gas to electronics manufacturers, and hydrogen for 
clean fuels. Last month the UK-based company announced plans to increase supplies of 
helium, nitrogen and oxygen in the US in order to support demand from its many 
customers in the aerospace, petrochemicals, clean energy, electronics, healthcare and 
manufacturing industries. 

The company was founded in 1879 in Germany when Carl Linde brought together a group 
of partners to fund his breakthrough mechanical refrigeration system for the beer brewing 
industry. Since then, this Knowledge Leader has amassed 140 years of technological 
progress. For example, the firm has developed a unique expertise in designing and building 
sustainable plants for producing and processing gases that avoid, capture and use carbon 
emissions. The firm’s R&D is primarily conducted in Germany, the US and China, and is 
focused on the future of gas processing, separation and liquification technologies, clean 
energy technologies, and innovating ways to distribute industrial gases. Speaking of which, 
Linde makes and distributes its products through an extensive network of plants and 
pipelines and considers these networks to be a competitive advantage. 

As of 9/30/22, Linde was not held in the Knowledge Leaders Strategy. The information 
contained herein is for informational purposes only and is not a recommendation to buy or 
sell any security. 
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Pinterest: What Should I Cook for Dinner?

Company Details

Sector Communication Services

Country United States

Pinterest is a virtual bulletin board for finding and sharing ideas for food, home, style, inspiration, and 
more. The firm calls users, “Pinners,” for the ability to log in and “pin” favorite aspirational images and 
collections of images to personalized “boards” that may be organized by category—including parties, gift 
ideas, and hairstyles, for example. Pinterest’s algorithm serves up suggested ideas and businesses based 
on past choices, and to these, Pinners add their own comments and experiences.

The firm was founded in 2010 in a Palo Alto, Calif., apartment by three co-founders who wanted to enable 
people to collect interests they felt passionate about online. The firm’s name combines the words “pin” 
and “interest.” Soon users of the fledgling website began to search for answers to questions like, “what 
should I cook?” and “what should I wear?” Today about 85 percent of the site’s nearly 500 million users 
report they go to Pinterest when they are beginning a new project, making this the No. 1 reason people 
use Pinterest. The firm is headquartered in San Francisco, with offices around the world. The most 
popular category among Pinners, more than half of whom live outside the United States, is Food & Drink, 
followed by home décor.

Pinterest’s innovation strategy lies in the API that allows merchants to target ads to Pinners. This year, 
the firm launched new tools in the Pinterest API for shopping, product tagging, video catalogs and 
business profiles, all of which are designed to make it easier for merchants to move Pinners into engaging 
shopping experiences. As the firm’s head of engineering said in a recent announcement, “Our goal is to 
turn inspiration into action, and our vision for shopping is to make it possible to buy anything Pinners are 
inspired by on the platform.” Indeed, last year the number of Pinners clicking over to shopping 
destinations grew over 215%, and the number of merchant catalogs grew by 87%.

As of 9/30/22, Pinterest was held in the Knowledge Leaders Strategy. The information contained herein is 
for informational purposes only and is not a recommendation to buy or sell any security. 
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Take-Two Interactive: Riding the Gaming Tailwinds

Company Details

Sector Communication Services

Country United States

Take-Two Interactive Software makes games for consoles, computers, and phones. With a mission to be 
the most creative, innovative, and efficient entertainment company in the world, the firm attributes its 
success to captivating players with experiences that transcend geographies and generations. 
Headquartered in New York City, Take-Two Interactive was founded in 1993 and soon became known for 
brands including Rockstar Games, 2K, and Intercept Games. With 13 titles that have sold more than five 
million units and 17 of the top 200 U.S. mobile games, today the firm ranks among the largest American 
gaming companies. That places it fourth by gaming revenue behind Microsoft (Xbox Series), Activision 
Blizzard (Call of Duty), Electronic Arts (FIFA), and Epic Games (Fortnite). In 2021, Take-Two Interactive’s 
most profitable game was NBA 2K22. 

The firm differentiates its products by combining advanced technology with compelling storylines and 
characters that offer unique game experiences—all of it highly dependent on the creation, acquisition, 
and licensing of intellectual property. (Today, it owns the intellectual property rights to 30 proprietary 
brands.) The strategy is then to focus on a select number of games for which it can create sequels and 
incremental revenue opportunities through virtual currency, add-on content, and in-game purchases. 

Looking to the future, Take-Two’s growth strategy revolves around the May 2022 acquisition of Zynga, 
which brings its user base of 40 million daily players of mobile games like Farmville, Words With Friends, 
and Zynga Poker. Take-Two aims to introduce this massive audience to its own suite of long-running, 
game franchises. The firm is highly optimistic about future growth based on strong industry tailwinds. In 
2021, gaming was the #1 entertainment vertical, with the average gamer being 31 years old. Last year 
there were three billion global video game players who downloaded nearly 83 billion mobile games. In 
addition, these players watched a total of 653 million hours of gameplay every week across Twitch and 
other platforms.

As of 9/30/22, Take-Two Interactive Software was held in the Knowledge Leaders Strategy. The 
information contained herein is for informational purposes only and is not a recommendation to buy or 
sell any security. 
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FactSet: Moving Financial Data from the Bike Messenger to the Cloud

Company Details

Sector Financials

Country United States

Headquartered in Norwalk, Connecticut, FactSet is a global financial data analytics company. Using a cloud-based 
subscription model, the firm delivers intelligence to inform investment decisions to more than 160,000 asset 
managers, bankers, wealth managers, and corporations. Its financial tools connect and contextualize data from 800+ 
third-party vendors, 25 proprietary sources, and more than four million portfolios—all aimed at powering clients with 
the data to uncover new trends, opportunities, and competitive advantages. 

FactSet was founded in 1978 around the idea of outpacing change, a vision that would ultimately move financial data 
from the bike messenger to the cloud. The firm’s technology platform is based on the belief that to succeed, tools must 
be open, flexible, and nimble. Today’s FactSet allows clients to configure and hyper-personalize their experiences via 
data feeds and application programming interfaces (APIs). This year, in addition to expanding its APIs, the firm took the 
“open and flexible” concept a step further, unbundling data components to allow clients to “plug & play” various 
FactSet modules into other third-party systems in order to shape data and design around their own workflows. The firm 
also launched a specialized dashboard for wealth advisors to customize analytics to their books of business.

FactSet’s overarching obsession is making existing products faster with more reliable data. In the future, that means 
prioritizing the delivery of updates, increasing what it calls its “content refinery,” and enhancing the customer 
experience. The firm does not have a separate R&D group, rather it connects clients directly with its strategists, 
product managers, and client specialists to develop new products and innovate processes. As a result, this Knowledge 
Leader’s innovation costs are primarily employee compensation and related personnel expenses. It is this approach to 
solving problems together with clients, while learning from successes and failures, to which it credits its 90 percent 
client retention rate. In 2021, FactSet was recognized with more than 30 industry awards, rankings and reports calling 
out its leadership in research, risk, performance, trading, wealth management, ESG, and alternatives. With 37 offices in 
20 countries, it employs about 11,000 people.

As of 9/30/22, FactSet Research Systems was held in the Knowledge Leaders Strategy. The information contained 
herein is for informational purposes only and is not a recommendation to buy or sell any security. 
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Salesforce: No. 1 in CRM

Company Details

Sector Information Technology

Country United States

Salesforce is the No. 1 provider of customer relationship management (CRM) software in the world.  
Its flagship Customer 360 platform is designed to help businesses identify prospects, close deals, 
service customers and drive future growth.

The firm was founded in 1999 in a small San Francisco apartment when four founders got together 
to launch a CRM system with a groundbreaking twist—it would be hosted on the internet and sold 
by subscription. This model, dubbed “software as a service,” quickly spread across the industry.

This firm’s innovation strategy revolves strictly around feature demands from its worldwide 
customer base. New features include, for example, enabling all-digital, work-from-anywhere 
features in response to the pandemic, the full integration of Slack, acquired in 2021, to create 
virtual “headquarters,” and smart AI tools for predicting customer behavior. While Salesforce relies 
on the usual trademarks, patents and trade secrets protections, at times it will make select 
intellectual property broadly available at no or low cost to achieve strategic objectives, such as 
promoting industry standards or advancing open-source development. Using Salesforce’s Trailblazer 
learning community, nearly four million people have transformed their careers to gain skills for the 
predicted 9.3 million jobs that the Salesforce economy is expected to create by 2026. 

Last year, by using renewable energy and purchasing equivalents, Salesforce achieved net zero 
emissions. The firm employs more than 73,000 people.

As of 9/30/22, Salesforce was not held in the Knowledge Leaders Strategy. The information 
contained herein is for informational purposes only and is not a recommendation to buy or sell any 
security. 
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Disclosures

The Morningstar Developed Markets Large-Mid Cap Index is a subset of large-cap and mid-cap stocks in the Morningstar Developed Markets 
Index, a broad market Index representing 97% of Developed Markets equity market capitalization.

The information contained herein is provided for informational purposes only and should not be regarded as an offer to sell or a solicitation of an offer to 
buy the securities or products mentioned, nor should it be regarded as investment, tax or legal advice. Please consult an appropriate professional advisor 
for advice specific to your situation. Knowledge Leaders Capital may deviate from the opinions, investments, or strategy implementation as discussed in 
this presentation. The strategies discussed in the presentation may not be suitable for all investors. Knowledge Leaders Capital makes no 
representations that the contents are appropriate for use in all locations, or that the transactions, securities, products, instruments, or services 
discussed are available or appropriate for sale or use in all jurisdictions or countries, or by all investors or counterparties.

An investor cannot invest directly in an index. 

Past performance or historical trends are not indicative of future results.



Knowledge Leaders Capital, LLC 
1600 Broadway St., Suite 1600

Denver, CO 80202
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