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ACTIVE ASSET MANAGEMENT IS IN CRISIS

Source: S&P Global (SPIVA), Investment Company Institute
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15 YEARS of UNDERPERFORMANCE & OUTFLOWS

Net New Cash Flows ($B) % of U.S. Equity Funds Outperforming Benchmarks
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INVESTORS HAVE SPOKEN
From 2010-2020, $3 Trillion moved from 

active to passive equity

«WKH�WUHQG�LV�DFFHOHUDWLQJ

Source: Financial Times
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ROOT CAUSE: 
Undervalued 
Creativity
Historically, investment teams  have 
under-appreciated and under-
invested in creativity

Investment in 
Creativity & 
Design

Investment in 
Engineering & 
Technology

Unrealized
Potential

´,PDJLQDWLRQ�LV�PRUH�LPSRUWDQW�WKDQ�
knowledge. For knowledge is limited, whereas 
LPDJLQDWLRQ�HPEUDFHV�WKH�HQWLUH�ZRUOGµ�

-- Albert Einstein

Limited
Outcomes

&Žƌ�ĞǆĂŵƉůĞ͕�ƐĞĞ�EĞǁ�zŽƌŬ�ƚŝŵĞƐ�ĂƌƚŝĐůĞ�͞tĞ�,ĂǀĞ�Ă��ƌĞĂƚŝǀŝƚǇ�WƌŽďůĞŵ͟�
https://www.nytimes.com/2022/04/16/science/creativity-implicit-bias.html
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OUTPERFORMANCE IS 
POSSIBLE 

If you know where to look
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STOCK VALUATIONS HAVE TURNED UPSIDE 
DOWN: Less Tangible = More Valuable
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Components of S&P 500 Market Value

Intangible Assets Tangible Assets

Source: Ocean Tomo, LLC Intangible Asset Market. *Interim study update as of 07-01-2020 
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Management Team Quality

Brand & Reputation

Innovation & IP

Human Capital & Employee 
Engagement

Customer Satisfaction

Social & Environmental 
Responsibility

� Multiple intangible assets exist, 
but not all drive significant and 
consistent performance

� We isolate the most important 
themes and data sets that 
create alpha

� Intangible assets enhance 
implementation of ESG themes

WHAT ARE INTANGIBLES? Examples



INTANGIBLES IN 
ACTION
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HUMAN CAPITAL AND EMPLOYEE ENGAGEMENT: 
Salesforce dominated CRM market. HubSpot 
found a way to break in

Source: SEC Edgar, CRM and HUBS Annual Report, Section 1.
Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations.

We help scaling companies deliver a 
delightful customer experience through 
our cloud-based customer relationship 
management platform. 

2XU�SODWIRUP«HQDEOHV�FRPSDQLHV�WR�
attract, engage, and delight customers «

Salesforce (2020)
Salesforce is a global leader in customer 
relationship management technology that 
brings companies and customers together. 

Founded in 1999, Salesforce enables 
companies of every size and industry to 
FRQQHFW�ZLWK�WKHLU�FXVWRPHUV�LQ�QHZ�ZD\V«

HubSpot (2020)
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SAME GOAL FOR EMPLOYEES AND CUSTOMERS: 
Attract, engage, delight

Source: HubSpot

11

͞tĞ�ůĞĂƌŶĞĚ�ůŽŶŐ�ĂŐŽ�ƚŚĂƚ�in order for us to achieve our 
ambitions we needed to build two products: one for our 

customers, and the other for our people. This second product 
is what we think of as our culture. And, just like any other 
product development effort, building a great culture is all 

ĂďŽƵƚ�ŐĞƚƚŝŶŐ�ĐĂŶĚŝĚ�ĨĞĞĚďĂĐŬ�ĂŶĚ�ŝƚĞƌĂƚŝŶŐ͘͟
---- ,Ƶď^ƉŽƚ Ɛ͛�ĐŽ-founder and CTO Dharmesh Shah.

Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations.
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SalesForce (CRM) HubSpot (HUBS)

EMPLOYEE RATINGS VINDICATE THE VISION AND 
THE STRATEGY: CEO Quality Rating 

Source: Glassdoor, Two Centuries Investments
Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations.
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From

2014

To

2021

HUBS

1,821%

CRM

315%

TOTAL RETURN

HUBS vs. 
CRM

1,507%

From

2014

To

2021

HUBS

1,288%

CRM

453%

SALES GROWTH

HUBS vs. 
CRM

835%

7+(�9$/8(�2)�(1*$*('�(03/2<((6�,6«
«��������UHWXUQ�LQ�OHVV�WKDQ���\HDUV�

HUBS - HubSpot 
CRM - Salesforce

Source: Global Financial Data, Two Centuries Investments
Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations. 
Past performance is not necessarily indicative of future results.



INNOVATION AND IP: 8SRQ�6WHYH�-REV·�UHWXUQ�LQ�
������$SSOH�LQWURGXFHV�WKH�´FUHDWLYH�FXVWRPHUµ

Source: SEC Edgar, Apple Annual Report, Section 1.

14

The Company designs, manufactures and 
markets microprocessor-based personal 
computers and related personal 
computing and communicating solutions 
for sale primarily to education, creative,
home, business and government 
customers.

APPLE (1996)
The Company designs, manufactures and 
markets microprocessor-based personal 
computers and related personal 
computing and communicating solutions 
for sale primarily to education, 
home, business and government 
customers.

APPLE (1997)

Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations. 
Past performance is not necessarily indicative of future results.



INNOVATION AND IP: Steve Jobs leaves in 2011, 
DQG�VR�GRHV�WKH�SKUDVH�´FUHDWLYH�FXVWRPHUµ

The Company sells to consumers, small 
and mid-sized businesses, education, 
enterprise and government customers.

APPLE (2010)
The Company sells to consumer, small 
and mid-sized business, education, 
enterprise, government and creative 
markets.

APPLE (2011)

6RXUFH��6(&�(GJDU��$SSOH·V���-K

15Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations. 
Past performance is not necessarily indicative of future results.
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From

1997

To

2010

AAPL

8,954%

MSFT

121%

TOTAL RETURN

AAPL vs. 
MSFT

8,833%

7+(�9$/8(�2)�$33/,('�&5($7,9,7<�,6«
«��������UHWXUQ�LQ����\HDUV�

Source: Global Financial Data

³,QQRYDWLRQ�GLVWLQJXLVKHV�EHWZHHQ�D�OHDGHU�
DQG�D�IROORZHU�´�

- Steve Jobs

Source: Global Financial Data, Two Centuries Investments

Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations. 
Past performance is not necessarily indicative of future results.
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´%XVLQHVV�H[SHULHQFH�«�SURGXFHG�my present strong preference for businesses 
that possess large amounts of enduring Goodwill and that utilize a minimum of 

tangible assets. 

,W�ZDV�QRW�«�IL[HG�DVVHWV�WKDW�SURGXFHG�WKH�SUHPLXP�UDWHV�RI�UHWXUQ��
Rather it was a combination of intangible assets, particularly a pervasive 

favorable reputation with consumers based upon countless pleasant 
experiences they have had with both product and personnel�µ�

- Warren Buffett, Chairman and CEO of Berkshire Hathaway

%8))(77�*(76�,7«
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Apple's Brand to Market Cap ("Brand Yield")

Buffett Initiates Apple Position in  May 2016
P/E -- 45
P/C --11
P/B -- 2

Source: Interbrand, Global Financial Data, CNBCTV, CNBC, 

21(�2)�%8))(77·6�%(67�3,&.6��AAPL

Buffett Initiates Apple Position in  May 2016

P/E -- 45
P/C --11
P/B -- 2

Total Return % 654%
Annualized % 40.7%
Holding Period (yrs) 5.92
$ Return ~120bn
% of Buffett's Portfolio ~50%

May 2016 - March 2022
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Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations. 
Past performance is not necessarily indicative of future results.

https://www.cnbctv18.com/business/warren-buffetts-stake-in-apple-makes-over-120-billion-this-week-12020572.htm
https://www.cnbc.com/2022/01/04/warren-buffett-makes-over-120-billion-on-apples-trot-to-3-trillion-among-his-best-bets-ever.html
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Source: Global Financial Data, Two Centuries Investments
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L Brands Drawdowns

CUSTOMER SATISFACTION: L Brands recovery 
from CEO change, asset sales, and pandemic

Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations. 
Past performance is not necessarily indicative of future results.
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CUSTOMER SATISFACTION: Change in Ratings

Source: https://www.theacsi.org/industries/retail/specialty-retailers/, 
Scores reflect the American Customer Satisfaction Index that uses customer interviews as input to a multi-equation econometric model 
GHYHORSHG�DW�WKH�8QLYHUVLW\�RI�0LFKLJDQ·V�5RVV�6FKRRO�RI�%XVLQHVV��
Any trading symbols, entities or investment products displayed are for illustrative purposes only and are not intended to portray recommendations.



:+<�,61·7�(9(5<%2'<�
DOING THIS?
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ACCOUNTING STANDARDS
Are Behind the Curve

Expenditure for an intangible item is recognized as an expense, unless 
the item meets the definition of an intangible asset, and:

� it is probable that there will be future economic benefits from the 
asset; and

� the cost of the asset can be reliably PHDVXUHG��µ

- IAS 38, IFRS.ORG
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HOW TO MEASURE
Cost vs Value

Tangible assets values have a 
tighter relationship with costs,

Intangibles, however, exhibit a 
weaker relationship between 
market value and costs Cost based 

Investment in 
Intangibles

Actual impact 
,QWDQJLEOH·V�
economic ValueUncertain

Potential

Cost Based
Estimates

3RPMRI�WIQMREV�F]�4VSJIWWSV��%RYT�7VMZEWXEZE��:EPYI�SJ�-RXIVREPP]�+IRIVEXIH�-RXERKMFPI�'ETMXEPƈ
https://www.youtube.com/watch?v=Bso3_SUDjiA



&21&/86,21��,7·6�$&78$//<�$�GREAT 
TIME to be an active investor

Access to New Data
Exciting opportunities to quantify and implement unique ideas

Cloud-Based Technologies 
Streamline limitless computational resources to focus on real differentiators

Open-Source & 3rd Party Frameworks
Stand on the shoulders of technical giants while adding your own perspective

Slow-to-Change Industry 
Opportunities for creative disruption

Increasing Management Capability
Tangible benefits from investing in human capital and creative thinking
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FIND OUT MORE:

www.twocenturies.com
mikhail@twocenturies.com

http://www.twocenturies.com/

