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Technology outlook:  
AI, macro and valuations

Q: Vik Heerah (Head of Marketing): Ben, the Fed has started its 
rate-cutting cycle – some might say too late, but it has started. 
What is your view on where that takes us in terms of rates? 
Any concerns about the softer economy and what this means 
for the tech sector?

A: Ben Rogoff (Fund Manager, Polar Capital Technology Trust): 
Well, overall it is fair to say rate-cutting cycles are positive for risk assets 
such as equities. They provide a supportive framework for companies 
borrowing and give us more comfort as investors that policymakers are 
behind us, so we are pleased to see the beginning of the rate-cutting 
cycle. Whether or not the Fed is behind the curve really remains to be 
seen, but we are encouraged by the front-end loading of rate cuts. 
That should give relief to people. Recession risk has certainly been 
on people’s radar – you have seen that in rate markets and in much 
choppier equity markets than we are used to. It should encourage 
investor sentiment generally and I think it increases the odds that we 
avert a hard landing in this rate-cutting cycle.

Q: VH: Sticking with the macro and geopolitics, November is 
going to be an important [US] election and it looks very close 
at the moment. How could the outcome affect the technology 
sector?

A: BR: I think we have seen over recent days and weeks that the 
market prefers less uncertainty – as Kamala Harris has moved ahead 
modestly in the polls, markets have responded positively. In terms of 
outcomes, in the end we are in the investment business. However, it 
is probably fair to say that the tech sector would prefer a Harris win 
and continuity of sorts: less geopolitical risk, primarily as it relates to 
Taiwan where most of the leading-edge wafers are made today and 
that manufacturing capability is core to the AI story. Donald Trump 
has some positives and negatives. A Harris win, likewise, but as tech 
investors, it is probably good to see Harris edging ahead in the polls.

Q: VH: Equities have had a good rally, but recently we have 
seen some volatility. There have been concerns around 
valuations, especially in the mega-cap space. What is your view 
on valuations as we stand today?

A: BR: The volatility reflects the slightly less certain macro backdrop 
and recession risk, as we have seen in rates markets. There is also 
geopolitics with various conflicts that we are having to deal with. We 
have seen that in energy markets, and lots of other asset classes have 
responded to that slightly less certain backdrop. Our overall take on 
valuations is that they are fair, perhaps at the higher end of traditional 
trading ranges, but with CPI inflation heading back towards 2%, a 
P/E forward multiple in the 20s on the S&P does not seem entirely out 
of kilter. As it relates to technology, there is lots of press about how 
expensive the Magnificent Seven stocks have become, but in reality 
these are incredible assets – non-fungible, very difficult to substitute in 
client portfolios – and they dominate industry profits. 

Overall, the tech sector is trading again at the slightly higher end, but 
far from the bubble days where we traded at 2x the market multiple. 

Today, tech stocks trade at something like 1.3x the broader market. 
Again, at the higher end of the post-global financial crisis range but 
again, in our view, fair relative to the above average growth prospects 
of the sector.

Q: VH: Do you retain your conviction in AI? Do you still think 
that it will be groundbreaking?

A: BR: To be honest, it is difficult to put into words quite how excited 
we are about the AI story, and it is fair to say that the underlying 
technology has continued to make incredible progress over the past 
12 months. The market and stocks around the AI theme have become 
slightly choppier, and I think to some degree they are victims of their 
own success. Year-on-year growth comparisons get more difficult 
against the staggering growth that we have seen over the past 12 
months. There is a natural volatility that has come into the stocks, 
but the underlying technology makes huge progress; models are 
improving, the scaling laws that we think really define the scope of 
where AI can get to relative to human cognition continue to look 
incredibly encouraging – so we have not adjusted the portfolios. We 
pivoted hard towards the AI theme last year and have maintained that 
portfolio positioning. At the edges, with rates coming down, we have 
added a little bit more duration and a handful of small and mid-cap 
stories, but the principal driver of the portfolio remains AI that we 
think is the defining technology of this decade.

Q: VH: Taking all of that together – some macro uncertainty; 
high conviction in AI; valuations – what is your outlook for the 
sector?

A: BR: We should start by saying that the elevated volatility we have 
experienced both up and down may persist. There is lots of uncertainty 
in the broader market and we are early in a technology cycle – elevated 
volatility is pretty normal at this point. We certainly saw that early in 
the internet days. It was an incredibly strong period for markets, if you 
recall, but it was punctuated by some quite material setbacks along 
the way. That may be a template that we follow, but we should not let 
that get in the way of a much more constructive outlook. The AI story 
is early – it is just two years since the launch of ChatGPT – but at the 
edges we are already beginning to see AI substitute for human labour 
in places like call centres. We see model improvement; we see capex 
budgets moving up and we are encouraged by the fact that scaling 
laws that will determine the outlook for AI are holding. With that in 
mind, we have been trying to take advantage of some of the cyclical 
weakness that we have seen in some of our AI assets. We are trying 
to rotate portfolios to better capture the winners of not just this year 
but beyond. I think it is fair to say that our view on AI, our excitement 
around the technology set, really is unchanged. We are really excited 
about the outlook for the tech sector going forward.

Ben Rogoff
Fund Manager, Polar Capital Global Technology Team
25 September 2024
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The Company is an investment company with investment trust status and its shares are excluded from the Financial Conduct Authority’s 
(“FCA”) restrictions on the promotion of non-mainstream investment products. The Company conducts its affairs, and intends to continue to 
conduct its affairs, so that the exemption will apply. 

The Company is an Alternative Investment Fund under the EU’s Alternative Investment Fund Managers Directive 2011/61/EU as it forms part 
of UK law by virtue of the European Union (Withdrawal) Act 2018.

The Investment Manager

Polar Capital LLP is the investment manager of the Company (the “Investment Manager”). The Investment Manager is authorised and 
regulated by the FCA and is a registered investment adviser with the United States’ Securities and Exchange Commission. 

Key Risks

•	 Investors’ capital is at risk and there is no guarantee the Company will achieve its objective.

•	 Past performance is not a reliable guide to future performance. 

•	 The value of investments may go down as well as up. 

•	 Investors might get back less than they originally invested. 

•	 The value of an investment’s assets may be affected by a variety of uncertainties such as (but not limited to): (i) international political 
developments; (ii) market sentiment; and (iii) economic conditions. 

•	 The shares of the Company may trade at a discount or a premium to Net Asset Value.  

•	 The Company may use derivatives which carry the risk of reduced liquidity, substantial loss and increased volatility in adverse market 
conditions.

•	 The Company invests in assets denominated in currencies other than the Company’s base currency and changes in exchange rates may have 
a negative impact on the value of the Company’s investments. 

•	 The Company invests in a concentrated number of companies based in one sector. This focused strategy can lead to significant losses. The 
Company may be less diversified than other investment companies.

•	 The Company may invest in emerging markets where there is a greater risk of volatility than developed economies, for example due to 
political and economic uncertainties and restrictions on foreign investment. Emerging markets are typically less liquid than developed 
economies which may result in large price movements to the Company. 

Important Information

Not an offer to buy or sell:

This document is not an offer to buy or sell or a solicitation of an offer to buy or sell any security, and under no circumstances is it to be 
construed as a prospectus or an advertisement. This document does not constitute, and may not be used for the purposes of, an offer of the 
securities of, or any interests in, the Company by any person in any jurisdiction in which such offer or invitation is not authorised. 

Information subject to change:

Any opinions expressed in this document may change. 

Not Investment Advice:

This document does not contain information material to the investment objectives or financial needs of the recipient. This document is 
not advice on legal, taxation or investment matters. Prospective investors must rely on their own examination of the consequences of an 
investment in the Company. Investors are advised to consult their own professional advisors concerning the investment. 

No reliance:

No reliance should be placed upon the contents of this document by any person for any purposes whatsoever. None of the Company, 
the Investment Manager or any of their respective affiliates accepts any responsibility for providing any investor with access to additional 
information, for revising or for correcting any inaccuracy in this document.

Performance and Holdings:

All data is as at the document date unless indicated otherwise. Company holdings and performance are likely to have changed since the report 
date. Company information is provided by the Investment Manager.
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Benchmark:

The Company is actively managed and uses the Dow Jones Global Technology Index (total return, Sterling adjusted) as a performance target. 
The benchmark is considered to be representative of the investment universe in which the Company invests. The performance of the Company 
is likely to differ from the performance of the benchmark as the holdings, weightings and asset allocation will be different. Investors should 
carefully consider these differences when making comparisons. Further information about the benchmark can be found at: https://www.
spglobal.com/spdji/en/indices/equity/dow-jones-us-technology-index/#overview.

Third-party Data:

Some information contained in this document has been obtained from third party sources and has not been independently verified. Neither 
the Company nor any other party involved in compiling, computing or creating the data makes any warranties or representations with respect 
to such data, and all such parties expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a 
particular purpose with respect to any data contained within this document.  

Country Specific Disclaimers

United States

The information contained within this document does not constitute or form a part of any offer to sell or issue, or the solicitation of any offer 
to purchase, subscribe for or otherwise acquire, any securities in the United States or in any jurisdiction in which such an offer or solicitation 
would be unlawful. The Company has not been and will not be registered under the United States Investment Company Act of 1940, as 
amended (the “Investment Company Act”) and, as such, the holders of its shares will not be entitled to the benefits of the Investment 
Company Act. In addition, the offer and sale of the Securities have not been, and will not be, registered under the U.S. Securities Act of 
1933, as amended (the “Securities Act”). No Securities may be offered or sold or otherwise transacted within the United States or to, or for 
the account or benefit of U.S. Persons (as defined in Regulation S of the Securities Act). In connection with the transaction referred to in this 
document the shares of the Company will be offered and sold only outside the United States to, and for the account or benefit of non-U.S. 
Persons in “offshore- transactions” within the meaning of, and in reliance on the exemption from registration provided by Regulation S under 
the Securities Act. No money, securities or other consideration is being solicited and, if sent in response to the information contained in this 
document, will not be accepted. Any failure to comply with the above restrictions may constitute a violation of such securities laws.

Further Information about the Company

Investment in the Company is an investment in the shares of the Company and not in the underlying investments of the Company. 
Further information about the Company and any risks can be found in the Company’s Key Information Document, the Annual Report 
and Financial Statements and the Investor Disclosure Document which are available on the Company’s website, found at: https://www.
polarcapitaltechnologytrust.co.uk.  
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