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For much of the past decade, global equity markets
have been driven by a small group of dominant US
technology companies — the so-called Magnificent
Seven. Their scale, innovation and earnings power
have shaped capital flows, benchmark returns and
investor behaviour.

But outside the US, a different set of tech leaders in
China, India, South Korea and Taiwan has quietly been
compounding value. These companies’ multi-decade
growth strategies are shaping the global Al buildout,
while dictating how cutting-edge tech is distributed to
and consumed by billions of people in emerging markets
(EM). In short, we believe they occupy irreplaceable
positions in the global tech infrastructure.

We group these companies under the acronym START:
Samsung, Taiwan Semiconductor Manufacturing
Company (TSMC), Alibaba, Reliance and Tencent. Taken
together, they offer investors a compelling alternative
route into structural tech growth - one that combines
powerful earnings momentum with significantly lower
entry valuations than the Mag7 (Alphabet, Amazon,
Apple, Meta, Microsoft, Nvidia and Tesla).

For professional intermediaries only.

While these companies may benefit from long-term
trends, outcomes are uncertain and investors
could get back less than they invest, particularly
in emerging markets, where risks can be higher.

South Korea’s Samsung and Taiwan’s TSMC are in the
chip business - specifically, they manufacture the chips
needed to power Al. TSMC produces around 90% of
the world’s high-end chips, while Samsung is the world’s
leading memory chipmaker. China’s Alibaba operates
the biggest e-commerce ecosystem in the world and

is Asia-Pacific’s largest cloud infrastructure provider.
Through its Jio subsidiary, India’s Reliance owns the
backbone of the country’s digital economy. And China’s
Tencent operates WeChat, the ‘super-app’ that bundles
together messaging, social networking, e-commerce
and digital payments for around 1.4 billion people.

What unites this fabulous five is not their geography

but their function. Each controls a key bottleneck in
global and EM tech - whether that’s advanced chip
manufacturing, high-bandwidth memory, platform-level
consumer lock-in or mass-market digital distribution.
START’s importance is, therefore, both global and local.

The Mag7 is largely concentrated in global tech’s
software and application layer, whereas the START
group has commanding positions in its production and
distribution layer. Both layers are essential. And both are
benefiting from the Al revolution. But the START basket
is trading at more than a 50% discount to the Mag7 on
a growth-adjusted basis. As the global profit pool has
grown ever more dominated by a narrow group of US
mega-caps, especially the perceived beneficiaries of
Al within the Mag7, this would seem to sharpen the case
for delving more deeply into the global tech stack and
looking beyond the US opportunity set.

The valuation opportunity

Over the last 12 months, the START basket has delivered
a total return of approximately 120% versus the Mag7’s
54%. And those higher gains have been accompanied
by less systematic risk: the START group’s beta over the
last 12 months stands at 1.17 versus the Mag7’s 1.43.

Yet the START basket is trading at a fraction of Mag7
multiples. On a 12-month forward price/earnings growth
(PEG) basis, the START basket currently screens at 1.3x
versus the Mag7’s 2.8x.



The Mag7’s asset-light business models generate
higher margins and a higher return on equity (ROE). The
question is not whether some premium is justified, but
whether the current premium may be excessive. Paying
17.1x earnings for a 22% ROE seems to offer a much more
attractive safety margin than paying 57.6x earnings for
a40% ROE.

Valuation and profitability multiples
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The steep valuation discount is only part of the story.
The other is relative earnings momentum. While the
Mag7 have benefited from strong investor flows and
buoyant sentiment, the START firms’ rally over the last
year or so has been underpinned more directly by
exceptionally powerful earnings growth. The START
stocks’ earnings upgrades for 2026 are outpacing
their share-price performance, meaning the valuation
opportunity is getting more attractive even as the
stocks’ prices rise.

That’s an unusual and powerful dynamic. Strong price
performance typically drives multiple expansion -
stocks get more expensive. But in the START basket,
earnings estimates are being upgraded faster than
stock prices are increasing, ensuring that forward price/
earnings (P/E) multiples are compressing. The stocks are
going up, while simultaneously getting cheaper.

Tech companies are expected to spearhead overall

EM earnings growth in 2026 and tech is now the largest
sector in the MSCI EM Index. Recent index snapshots
show that tech now makes up roughly one-third of MSCI
EM. That’s about the same as tech’s weighting within the
S&P 500, representing a huge shift in the index’s make-
up over the last10-15 years. The state-owned banks

and super-cyclical energy and commodity producers
that once dominated MSCI EM have made way for
higher value-add, higher margin tech firms, including
world-leading businesses with significant scale. This
shift from capital-intensive, state-owned firms to high-
margin tech leaders shows how EM tech stocks have
transitioned from relatively cyclical investments into true
growth stocks. We believe this shift has improved the
fundamental quality, risk-adjusted return potential and
overall ‘growthiness’ of the EM equity opportunity set.

Consider the Mag?’s ‘halo’ effect - the outperformance
of this small group of stocks has been a tide that’s lifted
more or less all US stocks. It’s transformed the S&P

500 from a fusty agglomeration of wildly diverse US
businesses into a proxy for America’s supremacy in tech,
effectively reshaping how the world views American
exceptionalism in business. By driving many years of
stellar outperformance against global indices, the Mag7
companies project a narrative that American enterprise
is uniquely positioned to define and monetise the future.

Could START do something similarin EM? And might
this frame a meaningful shiftin the global deployment
of capital as investors recognise that value in tech is
shifting away from the dominant US platforms and
towards international innovators, regional ecosystems
and mass-market applications for EMs” huge and
underserved populations?

A deeper dive into START

It would be easy to frame the START companies as

the EM equivalents of the Mag7. But they span a much
broader, more heterogeneous opportunity set. As both
MSCI EM and the S&P 500 have grown more tech-led,
MSCI EM has evolved into a more production-oriented,
Asia-centric tech benchmark. It’s more heavily skewed
towards chip fabrication, memory, components and
hardware supply chains, whereas the S&P 500 has
greater concentration in software, cloud, digital
advertising and platform monetisation. Alibaba,
Tencent and Reliance Jio sit outside MSCI EM’s tech
sector, in the consumer discretionary, communications
services and energy sectors, respectively (because the
Reliance conglomerate’s dominant revenue and asset
base stems from its oil-to-chemicals business, Reliance
Jio sits in the energy sector despite its focus on digital
services and telecoms).

The START group, therefore, has broader ‘end-to-end’
exposure across the full tech stack. The basket spans
consumer electronics and memory cycles (Samsung);
chip manufacturing (TSMC), platform ecosystems

in distinct regulatory contexts (Alibaba, Tencent);
and digital infrastructure rollout within emerging
economies (Reliance).



START EPS momentum vs price over last decade (indexed to 100 at 4 June 2016)
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This diversity in the group’s revenue drivers reduces
START’s over-reliance on any single theme. And, of
course, the START companies operate across several
different monetary regimes, regulatory environments,
and markets with varying demographic trends.
Moreover, the platforms, cloud businesses and network
providers in EM have the potential to offset their lower
average revenue per user (ARPU) by leveraging their
vast, less saturated markets to achieve massive volume-
driven scale. They may capture millions of new users at
relatively low cost, gradually increasing the revenues
earned from these users as they begin to switch over to
higher-margin services. All this creates differentiated
earnings cycles for the START group relative to the Mag?7.

And while the Al revolution is often framed around
the Mag7 hyperscalers, it relies on a complex chain
of hardware manufacturing, infrastructure roll-out,
and connectivity. Some of the world’s most critical
chokepoints sit within START.

2023 2024 2025 2026
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The hardware manufacturers

Al depends on the super-advanced semiconductor
chips needed to power massive Al workloads. Only a
handful of companies worldwide, including Samsung
and TSMC, are capable of making these chips. The two
firms operate major chip fabrication plants (fabs), with
TSMC in particular acting as a contract foundry for
Mag7 firms, especially Nvidia and Apple. Manufacturing
the chips is only half the battle: logic and memory chips
need to be stacked and interconnected to power the
most advanced Al processors, like Nvidia’s graphics
processing units (GPUs). This packaging is incredibly
complex, limiting the number of fully functional
processors that can actually be built.



Samsung and TSMC’s dominant positions in chip
manufacturing are underpinned by their massive
investments in their fab plants, equipment and research
know-how. Together, they’re planning capex of almost
$130bn in 2026 (about 80% of the START group’s total
capex). Their huge cash injections represent long-term
investments, highlighting that they’re firmly committed
to staying at the cutting-edge of chip fabrication and
packaging. That should help them continue to exert
massive influence over global chip supply levels and
pricing for at least a decade.

Samsung: The memory king bets big
on HBM

Samsung is simultaneously one of the world’s largest
memory chipmakers, a major foundry operator,

and a consumer electronics giant. It specialises in
high-bandwidth memory (HBM), a technology that’s
becoming increasingly critical. While GPUs act as the
‘logic chips’ performing massive parallel calculations,
HBM chips overcome data bottlenecks by continuously
feeding the GPUs immense amounts of information

at lightning-fast speeds: Samsung’s latest generation
HBM4 chips have processing speeds of up to 13 gigabits
per second. As Samsung shifts more to high-value HBM,
its margins should expand, and its average selling
prices rise, while integrating HBM chips in advanced

Al processors is currently the most acute supply-side
bottleneckin global Al hardware supply chains.

TSMC: The tollbooth on the Al highway

Almost every advanced chip in the world runs through
TSMC: no other company can match its capabilities at
scale. Demand is concentrated in its most advanced
products. Advanced node fabrication (the most
sophisticated chip manufacturing processes used to
build highly dense, energy-efficient chips) now accounts
for 77% of its manufacturing revenues, showing how
rapidly the fab industry is shifting towards more
powerful, and higher margin, chips. The firmis investing
heavily to stay ahead. It’s planning $52-56bn in capex
in 2026, with roughly 70-80% directed towards its most
advanced manufacturing processes. This represents a
level of spending that’s impossible for its competitors
to replicate. TSMC runs a highly profitable model where
it charges premium fees for each advanced chip. Its
enormous operating cash flows can comfortably cover
its capex without relying heavily on debt financing.

Critically, TSMC looks set to benefit whether the Al
rollout booms or slows. If Al demand keeps growing,
TSMC collects a toll every time it makes a chip. And

if demand cools, it should still benefit as customers
move to newer, more complex chip designs, which cost
more to produce and generate higher revenues per
unit. Meanwhile, traffic through TSMC'’s tollbooth is
accelerating fast.

The platforms/cloud companies

Alibaba and Tencent are the twin pillars of China’s
internet infrastructure, the world’s largest single internet
market with well over one billion users. Anyone using the
internet in China operates within an ecosystem that’s
heavily dominated by either Alibaba or Tencent. Both
companies have expanded far beyond their origins

to become firmly embedded in how people in China
communicate, pay for things, shop and consume
social media content. That makes them very difficult
to displace. While strict Chinese Communist Party
(CCP) oversight of Alibaba and Tencent initially sought
to curb their dominance, it has ultimately solidified
their status as unshakeable incumbents. The rigorous
regulatory environment - including demanding
licensing requirements, anti-trust crackdowns and
data sovereignty mandates - creates insurmountable
compliance burdens, shielding the duopoly from
competitive pressures. Their cloud businesses,
particularly Alibaba Cloud, are proving key gateways
for Al adoption across the Asia-Pacific region. Both
firms are investing heavily in their Al infrastructure and
have the cashflow and balance sheet strength (more
cash than debt) to keep funding this growth without
jeopardising their broader businesses.

Alibaba: Asia’s cloud giant hiding in
plain sight

As the undisputed leader in Chinese online retailing,
Alibaba is often deemed “the Amazon of China”. But,
unlike Amazon, Alibaba doesn’t sell products directly.
Instead, it sits at the centre of a vast, platform-based
marketplace, connecting huge numbers of merchants
on its Taobao and Tmall platforms with more than a
billion consumers. This model enables Alibaba to handle
massive transaction volumes without incurring the
capital burden or higher costs of first-party commerce.
Given the onerous regulatory constraints on cloud
businesses in China, Alibaba Cloud is proving to be

the default choice for local firms adopting Al, making

it Asia-Pacific’s largest cloud infrastructure provider.
Alibabais using Al to make its existing businesses more
effective: Al tools help merchants sell more efficiently
(through better product recommendations and higher
conversion rates), while giving businesses reasons to buy
more cloud computing power.

Tencent: The super-app that ate Asia

Tencent is the most formidable platform businessin
Asia, and possibly the world. Its WeChat ‘super app’ has
more than 1.4bn monthly active users. lts ecosystem

- messaging, payments, gaming, business services -
creates a level of user lock-in that makes even Meta’s
network effects look modest by comparison. In China,
Tencent is the default gateway to daily digital life.



Capital investment profiles: START versus the Mag7

Metric START

Mag7

Capex/revenue ratio

19.3% (infrastructure heavy)

9.2% (software-leveraged)

Asset type

Fabs, memory nodes, 5G towers, fibre,
data centres (physical infrastructure)

Cloud servers, content, logistics,
software R&D

7-15 years (long-cycle,

Payback period ..
monopolistic returns)

3-5 years (faster ROI, lower barriers)

Competitive moat .
P years to build

Physical scarcity, regulatory approval,

Software IP, network effects, brand

Source: Rathbones as at 31 May 2024

As the firm earns revenues from multiple sources
(advertising, digital payments, gaming, social media
content, business services), it can tap into several
independent sources of growth as user habits evolve.
Enterprise Al represents an entirely new revenue stream
for Tencent as Chinese businesses adopt Al-powered
tools within WeChat. Tencent Cloud has about a

10% share of China’s cloud market, though the firmis
largely using Tencent Cloud to improve its advertising
targeting, content recommendations, and business
tools - essentially earning more from the attention it
already captures.

The digital infrastructure

Reliance Jio is perhaps the most unconventional
member of the START basket, but arguably the one

with the longest growth runway. Connectivity (5G,
wireless and broadband) is the ‘last mile’ for digital

and Al services. They hitimmediate bottlenecks if they
can’t get to users smoothly and quickly. As the telecom
and digital arm of Reliance Industries, India’s largest
conglomerate, Jio owns the distribution layer for India’s
digital economy, arguably one of the most compelling
secular growth stories in EM tech today.

Reliance Jio: India’s digital backbone

As India’s dominant provider of 5G, fixed wireless and
broadband, Jio is the key driver of the country’s digital
connectivity. It enjoys both national scale in distribution
and direct access to customers. In a nation of 1.4bn
people where digital adoptionis still in its early innings,
the scale of the growth opportunity is staggering.
Critically, Jio’s spectrum licences (the airwaves

needed to provide 5G) and its nation-wide physical
network - encompassing extensive fibre infrastructure,
cell towers and Al-ready data centres - represent a
capital investment that no new entrant can realistically
replicate. With the heavy lifting of India’s network
buildout now largely complete, Jio is systematically
raising its prices (after offering super-cheap or free data
to capture millions of customers), which should lift its
ARPU over time.

Jio’s scale gives it decisive advantages: it can put new
Al tools and services into the hands of its vast user base
almostimmediately. Recent partnerships illustrate this
point. Jio has tied up with Google, for example, to bundle
Al services directly on to Jio’s network and into its apps,
with eligible users offered free access to Google’s Al
Pro plan via the MyJio app. A separate joint venture
with Meta is developing sovereign, enterprise-ready

Al tailored for the Indian market. These collaborations
underpin Reliance’s strategic goal of making Al “as
ubiquitous as connectivity” in India - and with 500
million subscribers already on its platform, it has

the reach to deliver on that ambition at a pace few
competitors could match.

Different capex spend, different
competitive moats, different customers

The Al hyperscalers within the Mag7 (notably, Amazon,
Alphabet, Microsoft and Meta) are driving the vast
majority of the global Al capex spending boom.
Training and running advanced Al require huge physical
resources (massive data centres and the power plants
to cool them), so these historically capital-light software
platforms are building unprecedented, industrial-scale
infrastructure empires. The group is projected to spend
up to $800bn on Al infrastructure capex in 2024.

Unlike the Mag7, the START firms have long been
investing heavily in capital-intensive infrastructure (fabs,
networks, data centres). That means they own more of
tech’s physical backbone than the Mag7. That gives
them, as a group, some very formidable and structural
competitive moats.

This year, the START companies are investing 19.3% of
their annual revenues on capex, compared with just
9.2% for the Mag7 overall. The full payback period for
these investments is typically somewhere between seven
and 15 years. That creates enormous barriers to entry

for their would-be competitors. A competitor wanting

to replicate TSMC’s advanced node manufacturing
capability, for example, would probably need to spend
tens of billions of dollars and wait the better part of a
decade before generating decent returns.



Risk and return profiles: START versus the Mag7

Metric START Mag7 START advantage
Annualised volatility 23.36% 23.11%

Max drawdown -67.53% -52.01%

Beta versus Nasdaq 0.57 1.16 Lower beta (less risk)
Correlation with Nasdaq 0.45 0.93 Better diversifier
Win rate (positive years) 72.70% 81.80%

Worst year return -32.11% -48.16% Better worst year
Downside deviation 26.19% 28.97% Lower downside risk
Sortino ratio 0.7 1.02

Source: Rathbones as at 31 May 2024

Because China and India each have over a billion
citizens, they have the scale to perfect, subsidise

and sustain massive homegrown tech platforms and
networks without relying on America’s tech giants.
Instead of following in the Mag7’s footsteps and pursuing
Mag7-style growth strategies in EM, they’re leveraging
their enormous populations to build proprietary,
localised tech ecosystems from the ground up.
Moreover, the platforms, cloud businesses and network
providers in EM have the potential to offset their lower
ARPU by leveraging their vast, less saturated markets
to achieve massive volume-driven scale that, over time,
should support premium monetisation pathways (like
digital ads, data aggregation, and e-commerce) as
customer purchasing power increases.

Five key risks and opportunities

Of course, every investment thesis faces inherent risks.
In our view, the most material risks facing the START
group stem from geopolitical uncertainty, unpredictable
policy and regulatory shifts, hardware execution misses,
and economic cycle vulnerabilities, such as currency
fluctuations and capital outflows.

« Taiwan geopolitical tail risk (TSMC): Chinese military
action against Taiwan would be catastrophic for
TSMC and, by extension, the global semiconductor
supply chain. We view this as a low-probability, high-
impactrisk that cannot be hedged. TSMC is building
fab plants beyond its borders. That may somewhat
mitigate this geopolitical risk, but clearly cannot
eliminate it.

« Chinaregulatory shifts (Alibaba, Tencent): the
regulatory environment in China has stabilised
following the CCP’s aggressive and unexpected
crackdowns on tech platforms in 2020-2021 over
concerns they’d become too dominant and held
too much personal data. But there is always a risk of
further political interference.

» Semiconductor cyclicality and execution risk
(Samsung, TSMC): Notwithstanding the seemingly
unstoppable growth in global demand for Al
hardware, the current Al-driven upcycle will
eventually moderate. In addition, foundries and
memory leaders will navigate distinct execution
risks as they pour massive capital into scaling
next-generation nodes and HBM technology.

» India’s competitive and regulatory dynamics
(Reliance Jio): Reliance Jio operates in a competitive
market with active regulatory intervention. Sharp
price rises for its subscribers may face political
resistance, while new entrants (or strengthened
incumbents) could exert pressure on Jio’s margins.

» FXand liquidity risk: EM currencies can be volatile,
and liquidity in some names may be thinner thanin
their US equivalents, particularly during periods of
global risk aversion.



But there are reasons to be optimistic, too. We believe
five big-picture trends could be critical in supporting the
START thesis in coming years.

» Al moves closer to the user. Today, most Al tools run
in huge, centralised data centres. Increasingly, they’ll
run on people’s phones, laptops and local servers.
That shift should drive demand for advanced nodes,
HBM and regional cloud infrastructure - all of which
play directly to START’s strengths.

» More HBM and advanced chip packaging capacity.
If fab plants manage to ramp up HBM chip production
and advanced chip packaging capacity, this should
ease current bottlenecks, allowing more of the
highest-value Al processors to be built and sold.
Samsung and TSMC are best placed to benefit.

» More Asian countries shift towards data localisation.
Governments right across Asia are increasingly
requiring that data generated in their country stays
in their country. They also prefer to buy from local
providers. China has the strictest data control and
localisation laws, but other Asian countries, including
India, Indonesia, Malaysia and Vietnam, are rapidly
adopting similar models. This should sharpen the
edge of home-grown cloud companies, especially
Alibaba Cloud, versus the big American players like
Amazon and Microsoft.

» The pace at which India starts turning infrastructure
into profit. Reliance Jio has finished building out its
mobile network across India. The next phase is raising
prices gradually and generating real cash returns.
While raising prices too quickly could risk regulatory
pushback, the debate isn’t so much about whether
this will happen as about how fast.

» Platformreaccelerationin China. If the CCP’s
regulatory stance remains more stable, that could
allow Alibaba and Tencent to resume the aggressive
monetisation strategies they paused after the
2020-2021 crackdown. That could give the platforms
more room to push harder on making money, for
example, through ads, services for merchants and
new Al-powered tools aimed at converting browsers
into buyers.

Conclusion: infrastructure-led growth or
premium prices?

The START thesis is not a trade. It is a structural
investment case built on five companies that own the
digital production means of the 21st century. They
fabricate the chips, manufacture the memory, operate
the networks, run the cloud infrastructure and control
the platforms through which billions of people live their
digital lives. The Mag7 gets all the headlines, but START
is getting the capex, the patents, the spectrum licences
and the fabrication capacity. These are companies
underpinned by physical, regulatory and network-effect
barriers that take years - sometimes decades - to build.

As Al scales from experiment to infrastructure, as

EM digital economies mature, and as supply chain
diversification reshapes global manufacturing, we
believe that it’s the infrastructure layer - not the
application layer - that may offer the most compelling
risk-adjusted return potential.

The START group continues to trade at sizeable
discounts to the Mag?. This reflects, among other
things, the higher geopolitical/regulatory uncertainty
involved in doing business in EM, the START group’s
different monetisation profiles (their skew towards
higher user volumes as opposed to higher ARPU),

plus liquidity constraints.

But the START group is trading at 30-50% lower
valuation multiples than the Mag7, while offering
accelerating earnings upgrades and a lower beta. In our
view, START is not just a complement to Mag7 exposure.
For valuation-conscious investors, it could prove the
more compelling risk-adjusted bet.

The infrastructure has been built. The opportunity remains.
And the price of admission looks highly attractive.
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