
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 self-
propelling 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 multi-
year 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

 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

Costs associated 
with automation 
are declining
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 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

What can be 
achieved with 
automation is 
increasing 
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 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

Automation 
penetration is low3

 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

New technologies 
make automation 
a necessity

4

 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

A self-propelling 
transformation5

 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

Automation will 
lead to changes in 
employment and 
wages 
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