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NIKKO AM ARK DISRUPTIVE INNOVATION
Innovation is Key to Growth
The Nikko AM ARK Disruptive Innovation Strategy seeks to capture long-term capital growth by taking advantage
of changing trends caused by technology-enabled innovations that cut across economic sectors, industries and
geographic regions.
ARK Investment Management LLC (ARK), a strategic partner of the Nikko AM Group, is the investment advisor for
the strategy. Based in New York, ARK is an investment manager focused solely on disruptive innovation that should
change the way the world works.

ARK’s investment philosophy
ARK believes that innovation is key to growth. Disruptive innovation is the introduction of a technology-enabled product or
service that changes an industry landscape by offering simplicity and accessibility, while driving down costs. Despite its potential,
the magnitude of disruptive innovation and the investment opportunities it creates are often unrecognized or misunderstood by
traditional investors. ARK believes it can outperform broad-based benchmarks over the course of a full market cycle, with low
correlations of relative returns to traditional growth and value strategies.

Investment strategy
The Nikko AM ARK Disruptive Innovation Strategy aims for long-term capital growth by actively managing a concentrated
portfolio of public equity securities of companies that are relevant to the theme of disruptive innovation. The portfolio represents
ARK’s highest-conviction investment ideas in the areas of Industrial Innovation, Genomics Innovation, Internet Innovation, and
Fintech Innovation. The strategy invests in the leaders, enablers, and beneficiaries of disruptive technologies.
The strategy is benchmark agnostic. It will invest in companies across multiple sectors and geographies. Portfolios will include
issuers across all capitalizations with low overlap with traditional broad market indices.
The strategy is driven by ARK’s unique research process, which incorporates an open research architecture (“Open Research
Ecosystem”) designed to gain a deeper understanding of quickly changing themes.

Strategy Characteristics
Actively managed,
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ARK’s investment team
The Nikko AM ARK Disruptive Innovation Strategy is advised by ARK’s Chief Investment Officer and Portfolio Manager Catherine
Wood, who has over 40 years of industry experience.
Catherine is the CEO and founder of ARK, which was registered with the SEC as an investment adviser in January 2014. Prior to ARK,
Catherine spent twelve years at AllianceBernstein as CIO of Global Thematic Strategies, a role in which she managed over USD 5
billion. Catherine joined Alliance from Tupelo Capital Management, a hedge fund she co-founded which managed USD 800 million
in global thematic strategies. Prior to this, she worked for 18 years with Jennison Associates as chief economist, equity research
analyst, portfolio manager and director. Catherine started her career at The Capital Group as an assistant economist. Catherine
received her Bachelor of Science, summa cum laude, in Finance and Economics from the University of Southern California in 1981.
Catherine Wood

Brett Winton

Renato Leggi, CFA, CAIA

Prior: AllianceBernstein,
CIO Global Thematic Strategies

Prior: AllianceBernstein,
Strategic Research Analyst

Prior: Capital One - Wealth Management,
Director of Research & Due Diligence

BS, Finance and Economics,
University of Southern California, USA

BS, Mechanical Engineering,
Massachusetts Institute of Technology, USA

MS, Finance,
Loyola University Maryland, USA

James Wang

Tasha Keeney, CFA

Sam Korus

Prior: NVIDIA,
Product Manager

Prior: Applied Value,
Management Consultant

Prior: Graphiq,
Business Development

BE, Computer Engineering,
University of New South Wales, Australia

BA, Mathematics and Statistics,
Boston University, USA

BS, Cognitive Science,
University of Pennsylvania, USA

Simon Barnett

Maximilian Friedrich

George Whitridge

Prior: Aditus Holdings,
Finance and Operations

Prior: Redstone Venture Capital,
Analyst

Prior: Square Capital,
Business Development Manager

BS, Chemical and Biomolecular Engineering,
Johns Hopkins University, USA

BS, Economics
University of Heidelberg, Germany

BA, Business, Organizations, Entrepreneurship
Brown University, USA

Yassine Elmandjra

Nick Grous

Prior: Rembrandt Venture Partners,
Analyst

Prior: York International Insurance,
Account Executive

BE, Systems Engineering,
University of Pennsylvania, USA

BA, Political Science,
University of Michigan, USA

Founder, CEO, and CIO

Director of Research

Client Portfolio Manager

ANALYST TEAM
A.I., Next Generation Internet

DNA Sequencing, Molecular Diagnostics

Blockchain Technology, Cryptoassets

Autonomous Vehicles, MaaS, 3D Printing

Fintech, Venture Capital

Social Media, Streaming

Robotics, Energy Storage, Space

Fintech, Lending

Trading/Support Team
1 Trading Manager
1 Trader

(as at 31 December 2019)

ARK’s Director of Research Brett Winton, who has worked alongside Catherine for over 10 years, is focused on research and
managing ARK’s analyst team and research process. ARK’s analysts are organized by investment theme and supporting elements,
rather than sector or geography. Analysts collaborate within particular themes, as well as across themes.

ARK’s investment process
The investment process is driven by ARK’s Open Research Ecosystem, which seeks to capitalize on rapid change through an open
approach and the convergence of insights. ARK believes that a combination of top-down and bottom-up research allows the
team to size the investment opportunity of disruptive innovation, and then detect and rank companies best positioned to
benefit.
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ARK’s Open Research Ecosystem
ARK employs its proprietary Open Research Ecosystem to gather information, both helping to define and refine its internal
research process. Inputs include theme developers who are thought leaders in their fields, social media interactions, and crowdsourced insights as people respond to ARK’s public research. By applying technological concepts and external data to traditional
approaches, ARK seeks to create a more transparent, creative, and interdisciplinary investment process.
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SOURCES

Portfolio Management
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LAB
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Top-down research to define the investment universe
ARK’s investment process initially examines from the top-down how the world is changing and where it is headed. To understand
quickly changing innovation themes, ARK gathers information from the Open Research Ecosystem. Using this information in an
iterative fashion, ARK’s investment team works to “size” and “re-size” the opportunities, and then anticipates and quantifies multiyear value-chain transformations and market opportunities. Through this process, specific companies are singled out as best
positioned to benefit from the identified investment premise, which leads to the bottom-up process.

Bottom-up analysis to refine the investment opportunity
ARK’s bottom-up analysis begins with the aforementioned, distilled group of potential investments. ARK scores potential
investments based on the following six key metrics:
1.
2.
3.
4.
5.
6.

Company, People, and Culture
Execution
Moat/Barriers to Entry
Product and Service Leadership
Valuation
Thesis Risk

The valuation metric requires building out a revenue model for each company in the portfolio over the next five years. These
models incorporate the company’s unit volume growth, cost declines, market adoption and penetration, share count growth, and
future multiples, arriving ultimately at a per share price five years from the current date that should be roughly double the current
price.
Finally, as CIO and portfolio manager, Catherine Wood has final accountability for the selection of investments and approval for
all investment decisions.
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Portfolio and risk management
Thematic portfolios built around disruptive innovation face certain risks. For instance, a primary risk to ARK’s investment strategy
is that a disruptive technology or disruptor company could become itself disrupted or not fulfill its promise.
To mitigate this risk, ARK continuously monitors the investment thesis of each of its portfolio companies using the Portfolio
Tracker. The Portfolio Tracker amalgamates bottom-up scores, both qualitative and quantitative, for all stocks in the portfolio.
Within each portfolio ARK tracks a stock’s “Thematic Relevance” to evaluate its position. Changes in analysts' scores trigger
discussion with the portfolio manager during regular stock meetings. Examples of risks that may trigger a downgrade by analysts
include the following:

Company, People, and Culture

Execution

Moat/ Barriers to Entry

Product Leadership

Valuation

Thesis Risk

•
•
•
•

Departure of key personnel
Inefficient talent acquisition
Threat of legal action
Poor Governance

• Rise of new disruptive technologies
• Increasing competitive pressure
• Trade barriers and subsidies

• The average rate of return for a stock drops
below 15% average over five years

• Insufficient/ declining R&D spending
• Incorrect target operating model
• Poor sales and marketing execution

• Loss of market share
• Lack of vision for future innovation
• Monitoring incorrect KPIs

•
•
•
•

Regulatory risk
Geopolitical risk
Technology adoption risk
Environmental and social risk

Analysts are responsible for monitoring the portfolio companies they cover on an ongoing basis. However, the primary
responsibility for managing the portfolio risk lies with the portfolio manager.
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Contact Us
Japan—Nikko Asset Management Co., Ltd.
Tel: +81(0)3-6447-6000
Email: InternationalSalesPlanningDept@nikkoam.com
Website: https://en.nikkoam.com/

New Zealand—Nikko Asset Management New Zealand Limited
Tel: +64-9-307-6363
Email: NZenquiries@nikkoam.com
Website: https://www.nikkoam.co.nz/

Singapore—Nikko Asset Management Asia Limited
Tel: +65-6500-5700, 1-800-535-8025
Email (Intermediaries): SGContactUs@nikkoam.com
(Institutions): SGinstitbusinessdev@nikkoam.com
Website: https://www.nikkoam.com.sg/

EMEA—Nikko Asset Management Europe Ltd
Tel: +44 (0)20 7796 9866
Email: Emarketing@nikkoam.com
Website: https://emea.nikkoam.com/

Australia—Nikko AM Limited
Tel: +61-2-8072-6300
Email: enquiries.au@nikkoam.com
Website: https://www.nikkoam.com.au/

Americas—Nikko Asset Management Americas, Inc.
Tel: +1-212-610-6100
Email: USsalesinquiries@nikkoam.com
Website: https://americas.nikkoam.com/
Hong Kong—Nikko Asset Management Hong Kong Limited
Tel: +852-3940-3900
Email: HKinstitbiz@nikkoam.com

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.

en.nikkoam.com

5

NIKKO ASSET MANAGEMENT

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 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.
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