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Is America in decline?

A lot of ink is spilled in the press talking about America’s relative decline and the coming
China century. Whilst there can be no doubt that China will play an increasingly
important role on the world stage, people tend to forget that China has demographic
and debt problems of its own and a history that is actually rather introspective.

Despite the best efforts of Mr Trump, evidence of US decline is everywhere to be seen
exceptin the statistics.

US firms have an unrivalled capacity to monetise Research and Development (R&D) and
they do a lot more of it than rival international firms. According to arecent survey by the
OECD, the "club of rich nations,” US firms spend something approaching 6% of net sales
on R&D. Thatis more than double the rate of research funding in both Japan and Europe.
Equally, US firms turn that R&D into cash far more efficiently than their international
counterparts. European and Japanese firms generate free cashflow of just a bit more of
net sales whilst the US enjoys a rate of free cashflow closer to 7%.

In terms of financial efficiency and focus on shareholder returns, the US shows no sign af
all of relinquishing its leadership.

Moreover, in a development reminiscent of the “gilded age” of the Vanderbilts and
Rockefellers, the US is home to the bulk of the world’s “superstar” companies. The top 10%
of superstar companies have a combined market capitalisation greater than the bottom
90%; most of them are US companies and most of them are found in Silicon Valley.

What’s also interesting is that whilst capital investment has largely held up in the West,
rates of capex have been falling in the Emerging markets and are now falling info line
with developed averages. The world needs less capex and more consumer spending
and this frend bodes well for capital efficiency in those EM markets but, of course, firms
have to renew their capital stock to produce goods and services in the future so this
declining EM trend will serve to help developed market competitiveness including that
of the US.

If there is a dark cloud on this US horizon, it is arguably not Mr Trump who is likely to little
more than a painful footnote when the history books are written, but in competition
regulations. The world authorities are clearly lagging substantially the global aspirations
of these superstars and global networks tend toward global monopoly. A network is
incrementally more valuable the more people use it.

The mulfi-billion Euro fine served on Google this week by the EU should be seen in this
context. The freewheeling days of network entrepreneurs are probably behind them.
Nevertheless, if you are looking for innovation, investment, disruptfion, and
commercialisation, the raw statistics sfill tell you to, “Go West, young man!”
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IMPORTANT DISCLAIMER: This document has been issued and approved by Tacit Investment Management. The information herein
is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell, any securities and has been obtained from, or is
based upon, sources believed to be reliable;; however no representation or warranty, express orimplied, is made norresponsibility of any
kind accepted either as to the accuracy, completeness or correctness of the information stated herein, or that material facts have
not been omitted. Material contained in this report satisfies the regulatory provisions concerning independent investment research as
defined in MiFID. Tacit Investment Management, its associate companies and/or their clients, directors and employees may own or
have a position in the securities mentioned herein and may add to or dispose of any such securities. Please bear in mind that, before
publishing a research recommendation, we may have acted upon it or made use of information on which it is based.

The views of reflected in this document is a matter of judgement at the time of writing and is subject to change without notice. In
addition, Tacit Investment Management may issue other reports that are inconsistent with, and reach different conclusions from,
the information presented in this report and is under no obligation to ensure that such other reports are brought to the attention of any
recipient of this report. To the maximum extent possible at law, Tacit Investment Management does not accept any liability
whatsoever arising from the use of the material or information contained herein.

The financial instruments discussed in this report may not be suitable for all investors, and investors must make their own informed

decisions and seek their own advice regarding the appropriateness of investing in financial instruments or implementing strategies

CO NTACT D ETAI LS discussed herein. Any price shown is only an indication of the middle market price at the time of publication. Private clients should be
aware that prices may fall as well as rise and the income derived from them may fluctuate. The value of securities and financial

. instruments is subject to currency exchange rate fluctuation that may have a positive or negative effect on the price of such securities
T- +44 (0)203 05] 6450 or financial instruments. Tacit Investment Management does not provide any tax advice. Past performance is not necessarilly a
. oy guide to future performance and you may not get back the original amount invested. Estimates of future performance are based
(SH |nfO@TOC|T| m.com on assumptions that may not be realised. Investmentsin general, and derivatives in particular, involve numerousrisks, including, among
others, market, counterparty default and liquidity risk. Investments referred to in this document may not be suitable for you and if you
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