Automation Summary
There are significant signs that automation is becoming
more prevalent in our daily lives. Driverless cars are no longer
science fiction and the likes of ticket booths and cashiers are
being replaced with self-checkout machines.
However, it is in factories and production processes that
the impact of automation will be most significant over
the next decade. Automation aids in business flexibility
and product quality, which can lead to competitive
advantages. Companies that incorporate automation
in their manufacturing process should see the labour
intensity of their operations fall at the expense of capital
intensity. Automation should also reduce working capital as
production lead times fall, thanks to scheduling flexibility.

This increasing use of automation is leading to selfpropelling transformation; and it is becoming more likely
that we are now at a tipping point where a number of
compelling drivers will accelerate the even greater use of
automation.
All of this leads us to believe that automation is now a multiyear trend and that there are a number of Emerging Markets
companies that qualify as attractive investment opportunities
within this theme. The key reasons supporting this positive
view on the automation theme are detailed in the diagram
below.
The full report by Christoffer Enemaerke can be requested by
contacting: RBCGAMUKmarketing@rbc.com
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Costs associated
with automation
are declining

 Costs of automation equipment has declined and this had led to a shorter payback time
 Automation hardware components such as sensors and processors and automation software have become cheaper
 At the same time, labour costs in Asia have been increasing by 10-15% in the past decade, leading to a convergence

2

What can be
achieved with
automation is
increasing

 Automation equipment is becoming more sophisticated and can perform more complex actions than in the past
 The actions of equipment can be changed by reprogramming software instead of the actual machines
 Because of the increased complexity of automation machines, the demand for them is diversifying into other industries t
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Automation
penetration is low

 Automation penetration in non-automotive industries much lower
 Even in automotive industries there is a lot of potential for growth in Emerging Markets
 Small and medium private enterprises are expected to have the strongest growth potential in China
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New technologies
make automation
a necessity

 The replacement cycles of electronic products are getting shorter and shorter which necessitates automation
 Mass customisation is an important trend where products increasingly must cater to individual needs of customers, which will lead
to an increasing need for versatile and programmable automated machines
 Automation has been named as an important development area in China to enable the next-generation of IT equipment
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A self-propelling
transformation

 New technologies often take time to have an impact, but the inflection point has now been reached for automation
 This will continuously lead to take off in automation technology as seen with other technologies in the past, and when an increasing
number of companies adapt to new automation technologies, others will need to follow to stay competitiveThe outlook on
automation is so promising that we could be entering an automation revolution
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Automation will
lead to changes in
employment and
wages

 The rise of automation has led to fears of increasing technological unemployment, however, historical evidence shows that
technological advances have not led to higher unemployment in the long run
 In the future we will see human labour and automation complement each other in a greater way
 Highly-skilled analytical workers are likely to be the biggest beneficiaries of these developments while low-to-mid skill workers may
need to (re-)educate themselves to increase their comparative advantages compared to machines

RBC Global Asset Management (UK) Limited

Automation Summary

ABOUT THE AUTHOR
CHRISTOFFER ENEMAERKE, CFA
Associate Portfolio Manager,
RBC Emerging Markets Equity

PUBLICATIONS BY RBC EMERGING MARKETS
EQUITY TEAM
Thematic Research
Shale Oil & Gas
Deposit Franchises

Christoffer is an Associate
Portfolio Manager in the
Emerging Markets Equity Team in
London.

State Influence

Christoffer joined RBC Global
Asset Management (RBC GAM) in
2013 and began his career in the
investment industry in 2012.

Electric and Driverless Cars

Infrastructure
Health and Wellness
Internet
Digitalisation
Automation

Sector Research

Prior to joining RBC GAM, Christoffer was a research
associate at Nordea Investment Management in
Copenhagen. He was responsible for the bottom-up
fundamental analysis of companies in the Asia ex-Japan
region, in particular within the consumer sector.

Industrials

In 2010, Christoffer obtained a BSc in Business
Administration and Economics and in 2012 he obtained an
MSc in Finance and Accounting from Copenhagen Business
School. Christoffer is a CFA charterholder.

A Framework for Responsible Investing

Other
Global Megatrends: Capitalising on Tomorrow’s Trends Today
Hiding in Plain Sight: The Untapped Potential of EM Small Caps
Active Management and EM Equities
2017 Annual EM ESG Report
EM Outlook: 2017 Strategy – Themes, Sectors, Countries and Style

This document is being provided by RBC Global Asset Management (UK) Limited, part of RBC Global Asset Management and is intended for institutional or professional investors
only. This document may not be reproduced in whole or part, and may not be delivered to any person without the consent of RBC Global Asset Management. This document is not
a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any investment strategy and should not be construed as tax or legal advice.
Not all products, services or investments described herein are available in all jurisdictions and some are available on a limited basis only, due to local regulatory and legal
requirements.
Past performance is not indicative of future results. The information contained in this report has been compiled by RBC Global Asset Management and/or its affiliates from
sources believed to be reliable, but no representation or warranty, express or implied is made to its accuracy, completeness or correctness. With all investments there is a risk of
loss of all or a portion of the amount invested.
This document contains the current opinions of RBC Global Asset Management and is not intended to be, and should not be interpreted as, a recommendation of any particular
security, strategy or investment product. Unless otherwise indicated, all information and opinions herein are as of the date of this document. All information and opinions herein
are subject to change without notice.
RBC Global Asset Management (RBC GAM) is the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset Management (U.S.) Inc. (RBC
GAM-US), RBC Global Asset Management Inc., RBC Global Asset Management (UK) Limited, BlueBay Asset Management LLP, BlueBay Asset Management USA LLC and the asset
management division of RBC Investment Management (Asia) Limited, which are separate, but affiliated corporate entities.
RBC Global Asset Management (UK) Limited is authorised and regulated by the Financial Conduct Authority.
®/™ Trademark(s) of Royal Bank of Canada. Publication date: 12.05.2017 GUK/17/082/AUG17/A

For more information, please contact us at:
RBCGAMUKmarketing@rbc.com
www.rbcgam.com

2

