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● “Inflation is always and everywhere a monetary phenomenon”

● Liquidity Theory of Asset Prices ( “Money Moves Markets”) - when does money supply 

(liquidity) create moves in asset markets and when does it mean inflation?

● Rapid deterioration in money growth for DM after pandemic excesses

● Forecasts - Inflation to come rattling back

● EM policy constraint underpins lower inflation and stronger money numbers

● Long term view

● Stocks to own in inflation, disinflation (and deflation jitters)

Inflation – A Practitioner’s Guide



Monetarist rule: Money leads prices by c.2 years
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G7 covid policy response created “excess” money balances
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Em policy easing was more circumspect / less destabilising
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Excess supply signalling goods disinflation / deflation
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Chinese / Asian nics manufacturers already cutting prices
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Low Chinese inflation = competitive real exchange rate
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Long cycle suggesting another inflation peak in late 2020s
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Back to the 1970s?
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Inflation winners and losers

11



MAERSK

Source: Bloomberg 12



Exxon

Source: Bloomberg 13



Apple

Source: Bloomberg 14



Thank you. 
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• Liquidity Conditions & Country Selection

» Money supply leads economy, but excess money 
moves asset markets earlier i.e. Money Moves 
Markets 

(Liquidity Theory of Asset Prices)

• Stock Selection Focused on Economic Profitability

» Securities expected to generate high / improving 
economic profitability (ROIC/WACC) relative to 
the market will outperform 

(EVA Approach)

• Peer Review Ensures Discipline 

» Revalidate, test conviction continuously; ensure 
tight capital discipline 

(Behavioural Finance Theory)

INVESTMENT PHILOSOPHY 
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• Real money growth in excess of output growth signals asset price inflation

• Output/real money growth cross-over usually an early warning indicator 

• Real narrow money leads economy by 6-12 months

LIQUIDITY IS A LEADING INDICATOR
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The policy response to the 
covid shock resulted in real 
and excess money growth 
reaching records. Equities 
and the economy staged V-
shaped recoveries.

EXAMPLE: ECONOMIC LIQUIDITY ANALYSIS
Fundamental macroeconomic analysis is a key performance driver

Source: Refinitiv Datastream & NS calculations
Shows % change over 6 months in G7 + E7 industrial output and real narrow money 

Real money growth pulled 
further ahead of output 
growth. Rising excess 
liquidity flowed into cyclical 
sectors in anticipation of 
economic acceleration.

Real money growth 
recovered strongly, opening 
up a wide gap with output 
growth. Excess liquidity 
flowed into bonds then 
equities ahead of an 
economic recovery.

Real money growth fell 
below output growth before 
turning negative. Equities 
entered a bear market that 
continued as the economy 
moved into recession.

Real money growth fell 
below output growth before 
stabilising. Equities corrected 
and the economy slowed.

Output growth crossed 
above slowing real money 
growth. Equities fell sharply 
with cyclical sectors 
underperforming.
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HIDDEN GEM AMONG TAIWAN SEMI COMPANIES

• Significant operational gearing – as number of 
technology licenses increase, royalties will be increasing 
over time.  

• Accumulated >400 licences – growing licence base 
generates increasing levels of “passive revenue” over 
time. 

• Strong structural growth story and exposure to leading 
players in the industry such as TSMC.

• Strong profitability, high and predictable recurring 
revenues should allow it to weather semi down-cycle.

• Hardware security demand a long term tailwind. 

• IDM/IC design houses focus on core features and 
outsource building block designs to 3rd parties like 
eMemory. 

• eMemory is a specialist in non-volatile memory IP.

• Applications include storing programmable instructions, 
encryption and identification. 

1. Industry shift

• TAM growing at 10% CAGR. IPs adopted in chips for 
displays, power management, memory and fingerprint 
sensors.

• Penetration into chip tech that powers high 
performance computing, cloud, AI and autonomous 
driving.   

• Cybersecurity application adopted by Nvidia and US 
security services.

2. Strong growth 
potential

3. Scalability

• >73% recurring income from royalties, net margin of 
50% and rising, significant operational gearing.

• Royalty income is growing every year as a % of total 
revenue as royalties from new projects kick in.

• Adoption of tech in more advanced node wafers = 
higher ASP per wafer. 

4. High or improving 
returns

5. Durability

Dominant player in a fast growing niche

Source: NS Partners & CLSA. 
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Important information

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form
and may not be used as a basis for or a component of any financial instruments or products or indices. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication
or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on an “as is”
basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of its
affiliates and each other person involved in or related to compiling, computing or creating any MSCI information
(collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of
originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose)
with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability
for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other
damages. (wwwmscibarra.com).

Risk Warning

International investing involves certain risks and increased volatility not associated with investing solely in the US. These
risks may include currency fluctuations, economic or financial instability, higher custody charges and brokerage costs,
lower levels of liquidity, lack of timely or reliable financial information or unfavourable political or legal developments.
These risks are magnified in emerging markets. The strategy may invest a higher percentage of its total assets in a
particular region or sector of international markets and changes affecting that region or sector may have a significant
impact on the overall portfolio.

Past performance is not necessarily a guide to future performance. The value of investments and any income from them
may fall as well as rise and investors may not get back the amount originally invested. In addition, the value of
investments may increase or decrease as a result of changes in exchange rates between currencies.

This document is issued by NS Partners Ltd and is solely for the use of professionals, defined as Eligible Counterparties or
Professionals in the Glossary of the Financial Conduct Authority’s Handbook of Rules and Guidance for Authorized Firms
made under the Financial Services and Markets Act 2000, and is not for general public distribution. Any other persons
who receive this document should not rely on or act upon its contents.

This document may not be reproduced in any form without the express permission of NS Partners Ltd and to the extent
that it is passed on care must be taken to ensure that this reproduction is in a form which accurately reflects the
information presented here. No responsibility or liability is accepted by NS Partners Ltd or by any of its directors for any
action taken on the basis of the content of this document.

This document has been produced based on NS Partners’ in-house research and analysis. The information is made
available to clients only incidentally. Unless otherwise indicated, the source for all data is NS Partners Ltd. Any reference
to individual companies is purely for the purpose of illustration and should not be construed as a recommendation to buy
or sell or advice in relation to investment, legal or tax matters.

This document does not constitute or form part of any offer or solicitation to issue, sell, subscribe or purchase any
investment, nor shall it or the fact of its distribution form the basis of, or be relied on in connection with, any contract for
the same.

NS Partners Ltd is registered in England the Wales (number 1880176) with its registered office at 8th Floor, 1
Knightsbridge Green, London SW1X 7QA. NS Partners Ltd is authorised and regulated by the UK Financial Conduct
Authority, registration number 141667. Telephone calls may be recorded and monitored.

DISCLAIMER



Disclaimer

This is a marketing communication. Please refer to the prospectus, the key investor information documents (the KIIDs/ PRIIPS KIDs) and the financial statements of Nedgroup Investments Funds plc (the Fund) before 

making any final investment decisions.

These documents are available from Nedgroup Investments (IOM) Ltd (the Investment Manager) or via the website: www.nedgroupinvestments.com. 

This document is of a general nature and intended for information purposes only, it is not intended for distribution to any person or entity who is a citizen or resident of any country or other jurisdiction where such 

distribution, publication or use would be contrary to law or regulation.  Whilst the Investment Manager has taken all reasonable steps to ensure that this document is accurate and current at the time of publication, we shall 

accept no responsibility or liability for any inaccuracies, errors or omissions relating to the information and topics covered in this document.  

The Fund is authorised and regulated in Ireland by the Central Bank of Ireland. The Fund is authorised as a UCITS pursuant to the European Communities (Undertakings for Collective Investment in Transferable 

Securities) Regulations 2011 as amended and as may be amended, supplemented, or consolidated from time-to-time and any rules, guidance or notices made by the Central Bank which are applicable to the Fund.  The 

Fund is domiciled in Ireland.  Nedgroup Investment (IOM) Limited (reg no 57917C), the Investment Manager and Distributor of the Fund, is licensed by the Isle of Man Financial Services Authority.  The Depositary of the 

Fund is Citi Depositary Services Ireland DAC, 1 North Wall Quay, Dublin 1, Ireland. The Administrator of the Fund is Citibank Europe plc, 1 North Wall Quay, Dublin 1, Ireland.

The sub-funds of the Fund (the Sub-Funds) are generally medium to long-term investments and the Investment Manager does not guarantee the performance of an investor's investment and even if forecasts about the 

expected future performance are included the investor will carry the investment and market risk, which includes the possibili ty of losing capital. 

The views expressed herein are those of the Investment Manager / Sub-Investment Manager at the time and are subject to change. The price of shares may go down as well as up and the price will depend on fluctuations 

in financial markets outside of the control of the Investment Manager.  Costs may increase or decrease as a result of currency and exchange rate fluctuations.  If the currency of a Sub-Fund is different to the currency of 

the country in which the investor is resident, the return may increase or decrease as a result of currency fluctuations.  Income may fluctuate in accordance with market conditions and taxation arrangements.  As a result an 

investor may not get back the amount invested. Past performance is not indicative of future performance and does not predict future returns. The performance data does not take account of the commissions and costs 

incurred on the issue and redemption of shares.  

Fees are outlined in the relevant Sub-Fund supplement available from the Investment Manager’s website.

The Sub-Funds are valued using the prices of underlying securities prevailing at 11pm Irish time the business day before the dealing date.  Prices are published on the Investment Manager’s website.  A summary of 

investor rights can be obtained, free of charge at www.nedgroupinvestments.com. 

Distribution : The prospectus, the supplements, the KIIDs/PRIIPS KIDS, constitution, country specific appendix as well as the annual and semi-annual reports may be obtained free of charge from the country 

representative and the Investment Manager. The Investment Manager may decide to terminate the arrangements made for the marketing of its collective investment undertakings in accordance with Art 93a of Directive 

2009/65/EC and Art 32a of Directive 2011/61/EU.

Switzerland: This is an advertising document the Representative is Acolin Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich, whilst the Paying agent is Banque Heritage SA, Route de Chêne 61, CH-1211

Geneva 6. Nedgroup Investments (IOM) Limited is affiliated to the Swiss ombudsman: Verein Ombudsstelle Finanzdienstleister (OFD), Bleicherweg 10, CH-8002 Zurich. Please be aware that this document may

include funds for which neither a representative nor a paying agent in Switzerland have been appointed. These funds cannot be offered in Switzerland to qualified investors as defined in art. 5 para 1 FinSA.

U.K: Nedgroup Investment Advisors (UK) Limited (reg no 2627187), authorised and regulated by the Financial Conduct Authority, is the facilities agent.  The Fund and certain of its sub-funds are recognised in accordance 

with Section 264 of the Financial Services and Markets Act 2000. 

Isle of Man: The Fund has been recognised under para 1 sch 4 of the Collective Investments Schemes Act 2008 of the Isle of Man.  Isle of Man investors are not protected by statutory compensation arrangements in 

respect of the Fund.

http://www.nedgroupinvestments.com/
http://www.nedgroupinvestments.com/

